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He said the regulatory pendulum had
swung back in the UK, which had lifted its 
moratorium after scientific studies.

“That is what happened in WA; they have
done the science and said that with the right 
environmental safeguards, that fraccing is
fine,” Mr Burton said.

Mr Burton hopes success in the UK will
lead to regulatory changes in the rest of 
Europe, but in the meantime is focused on 
other opportunities.

He remains positive about Transerv’s 
Warro project in the Perth Basin.

“We think Warro has got a really good 
chance of working; it produces lots of gas 
but it also produces a fair bit of water,” Mr 
Burton told Business News.

The challenge for Transerv is to design 
wells that can handle the water and to
locate wells where there will be less water
flow.

He is even more positive about Transerv’s 
Montney project in Canada, where it is tar-
geting a condensate zone that has delivered 
good results for other companies.

“That’s our most exciting play at the 
moment,” he said.

Most exploration programs in the oil and 
gas sector are long and expensive, but an
exception seems to be the drilling campaign 
currently under way at the Rend Lake oil 
prospect in Illinois.

Local company Tamaska Oil & Gas, which 
counts Mr Morgan as chairman and Mr
Burton as a major shareholder, acquired a 20 
per cent stake in the project in September.

That was after US company Anschutz 
Exploration Corporation acquired a 50 per 
cent stake.

Tamaska chief executive Alex Parks is 
enthused by the opportunities in the US.

“The permitting is quick, well costs are
low, rig availability is great, and if you say
you want to drill something, you can get the 
permits through and get drilling in three
months,” Mr Parks said.

He is even more enthused by the potential 
for Rend Lake to be a ‘ten bagger’ – an invest-
ment that would increase in value 10-fold.

“What we’re looking for, essentially, is an 
underground cave system that we hope will 
be full of oil,” Mr Parks said.

“This $1.4 million well, in the event of suc-
cess, we’re targeting 60 million barrels of oil.

“That’s not just a ten bagger, that would
be a 50 bagger, and that’s what investors are 

looking for in junior oil and gas companies, 
they really want to see you drill these high-
impact wells.”

Aurora progress
Aurora is planning an investor update

next week, following this week’s annual
investor briefing by project operator Mara-
thon Oil Corp.

Chairman Jonathan Stewart expects the 
Marathon briefing will include a significant 
focus on the Eagle Ford shale.

“It’s generally acknowledged that it’s the 
most exciting part of their portfolio in terms 
of growth and delivery,” Mr Stewart said.

“We will say exactly what means from 
an Aurora perspective and we will also talk 
about the acreage we operate ourselves.”

Aurora enjoyed a spectacular share price
run in 2010 but since then has fluctuated in 
a wide range.

Mr Stewart believes Aurora has been 
unfairly caught up in the sell-down of
resources stocks.

“We are, if anything, ahead of schedule on 
development, we’ve got, if anything, price 
deflation on our capital programs, and the 
oil price has remained very strong,” he said.

“We’re trading at a material discount to 
similar companies in the US and Canada.
No question that is a frustration to us at 
the current time.”

Brokers that cover the stock agree it is
undervalued at the current price around 
$2.80 per share, though they diverge on just 
how much it is worth.

JPMorgan has a target price of just $3.27 
per share, Citi is a little more positive at 
$3.66, CBA has a target price of $4.20, while 
local broking house Euroz is far more upbeat, 
with a target price of $5 per share.

Mr Stewart believes there has been a lot 

of progress over the past three years.
“We think Marathon and Aurora have 

been delivering steadily on growth in pro-
duction, growth in revenue and earnings,
improvement in wells, delivery of reserves, 
and reduction of costs,” he said.

Aurora has major capex commitments – it 
is due to spend about $500 million this year 
on its projects and Mr Stewart said capex 
in 2014 will be “slightly lower but won’t be 
materially different”.

That will require a further draw down on 
its debt facilities, before the company can 
start paying back its debt.

“We will turn the corner and start paying 
down debt by the end of 2014,” Mr Stewart said.

Beyond then, he said, the company would 
seek to strike a balance between maintain-
ing its growth, managing its balance sheet, 
including repayment of debt, and delivering 
returns to shareholders.

major boost to onshore oil and gas projects

* WA companies exploring or developing onshore oil & gas assets, ranked by market cap and
main area of focus  |  ̂  As at 9/12/13  |  1. AWE is Sydney-based but active in Perth Basin.  |  2. TW 
Holdings plans to change name to Beretta Oil &Gas after completing acquisition of Texas assets.

ONSHORE OIL & GAS STOCKS *
Market 

Cap^
($m)

428.2
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42.7
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12.1

CANNING BASIN 
Buru Energy

Rey Resources

New Standard Energy 
Key Petroleum 
PERTH BASIN 
AWE1

Empire Oil & Gas 
Transerv Energy 
Norwest Energy 
NORTH AMERICA
Aurora Oil & Gas Texas 1,265.6

Red Fork Energy Oklahoma 182.3

Grand Gulf Energy Louisiana 8.2

Tamaska Oil & Gas Illinois 6.4

TW Holdings2 Texas 4.1

Mako Hydrocarbons Alberta n/a

OTHER INTERNATIONAL
Sino Gas & Energy China 290.7

Kinetiko Southern Africa 23.6

Oilex India 19.4

Citation Resources Guatemala 14.3

Quest Petroleum Indonesia 5.8

Programmed Integrated Workforce wishes 

WA a safe and happy festive season.
We have the power to build your business.
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MARKED UP: Drilling operations at Eagle Ford 

Shale. Photo: Aurora Oil & Gas

New Standard Energy’s required spend 
to farm-in to Cooper Basin permit

$42.5m
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