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Aurora Oil & Gas Ltd 
(AUT $0.86) Buy

 Price Target: $1.18

 Reason For Update: 30-day Production Data – Morgan-1H & Easely-1H

 What we know:

 The Sugarloaf AMI JV (AUT – 10%) has released 30-day production results from their 2 
most recent wells; Easely-1H and Morgan-1H.

 Morgan-1H averaged 19.1mmscfe/day (vs. IP 31mmscfe/day), producing 38.5kkbls of 
condensate and 109mmscf of gas.

 Easely-1H averaged 10.1mmscfe/day (vs. IP 17.9mmscfe/day), producing 12.2kkbls of 
condensate and 126mmscf of gas.

 IP data from Rancho Grande-1H is expected shortly.

 We understand that fracture stimulation has commenced at Turnbull-1H – the fi rst of the 
Longhorn AMI (AUT 25%) – and we expect IP results within the next 3 weeks.

 Turnbull-2H and 3H are cased and await fracture stimulation.

 What we think:

 The 30-day results are excellent and continue to underscore the quality of the Sugarkane 
Field.  

 Furthermore, the Morgan well in particular, demonstrates both the proof of concept and 
optimization of well design are both paying dividends in terms of increased condensate 
yield and lower initial rates of decline.

 The JV is of the view that condensate yield and (potentially) pressure regime increase 
further north in the Sugarloaf AMI (25%) and into the Longhorn AMI (AUT 25%): Morgan 
is the most northern to date in the Sugarloaf AMI.

 Importantly, the well completion design (in terms of no. of frac stages, horizontal length 
and percentage of proppant) is being refi ned with each well and to date, the production 
data has shown benefi t accordingly.

 Using spot prices, the Morgan well produced gross revenues in the order of US$3m, 
whilst Easely grossed US$1.5m.

 Noting well costs of between US$6.3-8m, payback forecasts of circa 6months appears 
achievable given the results to date.

 This has tremendously positive implications in terms of time to free-cash-fl ow and thus 
generation of sustaining capital for fi eld development.

 Should the news from the Longhorn wells serve to further highlight the favourable 
characteristics of the trend, AUT’s higher equity position in Longhorn improves leverage 
to the Sugarkane Field and thus attractiveness of the AUT investment proposition.

 A maiden reserve and revised resource statement is expected in July – we believe that 
this will serve to at the very least validate our current price target.

 Our $1.18/sh price target refl ects the valuation metrics provided for by the recent bid 
(and target statement) for ADI.
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 However, we believe that similar estimations of value may be applied to AUT’s participating 
interests in the Ipanema and Longhorn AMIs with on-going drilling success.

 This would serve to roughly double our valuation to circa $2/sh.

 Further upside can be seen with continued and heightening corporate activity in the 
play – most recently witnessed with Shell’s 250K acre foray into the liquids-prone part of 
the Eagle Ford play.

 Investment Case:

 These latest production results continue to fi rm the credentials of AUT’s acreage within 
the Eagle Ford play.  A distinct trend of improving yield, higher pressure and lower rates 
of decline is emerging as the drilling focus shifts further north towards the Longhorn 
AMI.  Proof-of-concept can be further enhanced via forthcoming results from Rancho 
Grande-1H.  These will be closely followed by IPs from the suite of Turnbull wells: positive 
results from the Longhorn AMI are a clear catalyst for the share price.  In addition, with 
the revised resource and (potentially) maiden reserve in the Sep Q, we believe that AUT 
has all the elements required for a re-rating.  We maintain our Buy recommendation 
with a revised price target of $1.18/sh.
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PROFIT AND LOSS (A$m)  2010f 2011f 2012f 2013f 

Sales Revenue   -     14   90   147 
Hedging Revenue   -     -     -     -   
Deferred Revenue   -     -     -     -   
Interest Revenue   0   1   1   3 
Other Revenue   0   -     -     -   
TOTAL REVENUE   1   15   91   149 
     
Operating Costs   1   1   3   4 
Dep/Amort   0   3   23   37 
O/H + New Bus Dev   2   2   3   3 
W/O & Provisions   2   1   1   1 
EBITDA   (2)  10   85   141 
EBIT   (4)  6   62   103 
Interest Expense   -     -     -     -   
NPBT   (4)  7   63   106 
Tax   -     2   19   32 
NPAT   (4)  5   44   74 
Minorities   -     -     -     -   
NET PROFIT   (4)  5   44   74 

CASH FLOW (A$m)  2010f 2011f 2012f 2013f
Net Profi t   (4)  5   44   74 
+ Working Capital Adj.   (0)  -     -     -   
+ Dep/Amort   0   3   23   37 
+ Provisions   2   1   1   1 
+ Tax Expense   -     2   19   32 
- Tax Paid   -     -     9   11 
Operating Cashfl ow   (2)  11   78   133 
     
-Capex + Development   1   33   45   69 
-Exploration   -     2   2   1 
-Assets Purchased   -     -     -     -   
+Asset Sales   -     -     -     -   
+Other   0   -     -     -   
Investing Cashfl ow   (1)  (35)  (47)  (70)
     
+Equity Issues   5   -     -     -   
+Loan D’down/Receivable   -     -     -     -   
+Other   -     28   -     -   
-Loan Repayment   4   -     -     -   
-Dividends   -     -     -     -   
Financing Cashfl ow   1   28   -     -   
     
Period Sur (Def)   (2)  3   31   63 
     
Cash Balance   9   12   43   106 

BALANCE SHEET (A$m)  2010f 2011f 2012f 2013f
Assets
Cash    9   12   43   106 
Current Receivables    1   1   1   1 
Other Current Assets    -     -     -     -   
Non-Current Assets    22   51   73   105 
Total Assets    31   64   116   211 
     
Liabilities      
Borrowings    -     -     -     -   
Current Accounts Payable    0   0   0   0 
Non-Current Liabilities    -     -     -     -   
Other Liabilities    -     -     -     -   
Total Liabilities    0   0   0   0 
     
Net Assets    31   64   116   211 

OIL & GAS CONTINGENT RESOURES (1C) 
  Oil Gas  Total
  mmbbls bcf  mmboe
Sugarkane    17.0   100.0    32.2 
    
Total    17.0   100.0    32.2 
     
EV / boe (A$)       5.6 

AURORA OIL & GAS LTD (AUT) YEAR END 30 JUNE

MARKET STATISTICS   

ASSET VALUATION   A$m  A$/sh
Sugarkane - Sugarloaf    50    0.18 
Sugarkane - Longhorn    160    0.58 
Sugarkane - Ipanema    44    0.16 
Exploration    1    0.00 
Corporate    (7)   (0.02)
Unpaid Capital    27    0.10 
Debt    -      -   
Cash    9    0.03 
Total @ 10% nom     284    1.03 
     
If RSPT adopted or abandoned, impact on valuation:      
If RSPT unrisked     284    1.03 
If RSPT excluded     284    1.03 

F/CAST PRODUCTION (A$m)  2010f 2011f 2012f 2013f
Attrib. Prod’n (kbbls/bcf)     
Well Count  6 19 23 38
Sugarkane - Sugarloaf cond.  -     9.4   128.0   140.2 
 gas  -     0.1   0.9   1.6 
Sugarkane - Longhorn cond.  -     80.6   430.5   653.4 
 gas  -     0.6   3.1   4.7 
Sugarkane - Ipanema cond.  -     12.1   97.8   165.3 
 gas  -     0.1   0.7   1.2 
Total Attrib (mmbboe)   -     0.2   1.4   2.3 
     
Assumptions     
Avg Oil Price (US$/bbl)   76.1   87.5   90.0   90.0 
Avg Oil Price Rec’d (US$/bbl)   69.9   81.3   83.8   83.8 
Avg Gas Price Rec’d (US$/mcf )   4.9   5.0   5.1   5.2 
US$:A$   0.89   0.88   0.87   0.85 

RATIO ANALYSIS (A$m)  2010f 2011f 2012f 2013f
CF (A$m)    (3)  (22)  33   64 
CF / Sh (Ac/sh)    (1)  (8)  12   23 
CF Ratio (x)    (62.2)  (10.7)  7.3   3.7 
     
Earnings (A$m)    (4)  5   44   74 
EPS (Ac/sh)    (2)  2   16   27 
EPS Growth (%)   -66% -206% 800% 68%
Earnings Ratio (x)    (51.7)  48.9   5.4   3.2 
    
E’prise Val. (A$m)    182   224   194   131 
EV : EBITDA (x)    (83.1)  22.0   2.3   0.9 
EV : EBIT (x)    (46.2)  36.2   3.1   1.3 
     
Net Debt / ND+Eq (%)   -40% -23% -58% -101%
Net Debt / Eq (%)   -28% -19% -37% -50%
NTA / sh (A$/sh)    0.14   0.23   0.42   0.76 
Interest Cover (x)    21   29   n/a   n/a 
EBIT Margin (%)   -1008% 45% 68% 70%
ROE (%)   -12% 8% 38% 35%
ROA (%)   -13% 10% 53% 49%
     
Div. (Ac/sh)    -     -     -     -   
Div. payout ratio    -     -     -     -   
Div. Yield    -     -     -     -   
Div. Franking    -     -     -     -   

Directors
J. Stewart  Exec. Chair’n
I. Lusted  Tech. Dir.
G. Dowland  Non Exec Dir
G. Schoch  Non Exec Dir
M. Blakiston  Non Exec Dir

Shareholders
Dir & Management   12.0%
CA Stewart   8.2%

Share Price $0.86 A$/sh
Issued Capital  

FP Ord  220.6m
 Opt (@$0.38/sh)  3.7m
  
  Total Dil. FPOrd   224.2m
  
Market Capitalisation  $190m
Enterprise Value  $182m
Debt  $-m
Cash  $9m
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Disclaimer
Copyright & Distribution

The material contained in this communication (and all attachments) is prepared for the 
exclusive use of clients of Euroz Securities Ltd (ACN 089 314 983) (“Euroz”) only. Euroz is the 
holder of an Australian Financial Services Licence (AFSL 243302) issued by the Australian 
Securities and Investments Commission (“ASIC”) and is a participant of the Australian 
Securities Exchange Group (“ASX Group”). 

The information contained herein is confi dential and may be legally privileged. If you are 
not the intended recipient no confi dentiality is lost nor privilege waived by your receipt of 
it. Please delete and destroy all copies, and contact Euroz on (+618) 9488 1400. You should 
not use, copy, disclose or distribute this information without the express written authority of 
Euroz.

Disclaimer & Disclosure

Euroz and its associates declare that they deal in securities as part of their securities business 
and consequently may have a relevant interest in the securities recommended herein (if any). 
This may include providing equity capital market services to their issuing company, hold a 
position in the securities, acting as principal or agent, or make a market therein and as such 
may effect transactions not consistent with the recommendation (if any) in this report.

Euroz declares that it may have acted as an underwriter, arranger, co-arranger or advisor in 
equity capital raisings, and will have received a fee for its services, for any company mentioned 
within this report during the last 12 months.

You should not act on any recommendation issued by Euroz without fi rst consulting your 
investment advisor in order to ascertain whether the recommendation (if any) is appropriate, 
having regard to your investment objectives, fi nancial situation and particular needs. Nothing 
in this report shall be construed as a solicitation to buy or sell a security, or to engage in or 
refrain from engaging in any transaction.

Euroz believes that the information and advice contained herein is correct at the time of 
compilation, however we make no representation or warranty that it is accurate, complete, 
reliable or up to date, nor do we accept any obligation to correct or update the opinions in it. 
The opinions expressed are subject to change without notice. No member of Euroz accepts 
any liability whatsoever for any direct, indirect, consequential or other loss arising from any 
use of this material.

We cannot guarantee that the integrity of this communication has been maintained, is free 
from errors, virus interception or interference.


