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Forecasts and Valuations Dec-11 Dec-12 Dec-13F Dec-14F Dec-15F

Total turnover (USDm) 89 86 96 124 186

Reported net profit (USDm) 2.9 6.1 0.6 7.3 18.5

Recurring net profit (USDm) 2.9 6.1 0.6 7.3 18.5

Recurring net profit growth (%) 65.0 108.2 (90.0) 1094.4 153.5

Core EPS (USD) 0.01 0.01 0.00 0.01 0.03

Core P/E (x) 81 44 525 44 17

Return on average equity (%) 2.7 4.2 0.3 4.0 9.5

P/B (x) 2.17 1.77 1.80 1.73 1.58

P/CF (x) 7.8 14.1 44.5 16.1 8.0

EV/EBITDA (x) 8.9 9.8 13.3 9.6 6.6

Net debt to equity (%) 51.3 7.6 42.3 56.5 56.5

Our vs consensus EPS (%)   0.0 0.0 0.0
 

Source: Company data, OSK-DMG estimates 

The stock of Singapore-based O&G exploration & production (E&P) firm 
RHP is deeply undervalued - at 37% and 55% discounts to its producing 
and development assets and our risked NPV respectively, with potential 
upside from: i) proving of its resources, ii) M&A, iii) contracts 
extension, iv) entry into Myanmar, and v) higher oil prices. RHP is now 
priced at takeover levels. Initiate coverage with BUY, SGD1.47 TP. 

 
 RHP should trade at SGD1.05 on today’s assets. An alternative 

valuation is via SOP of its 2P (both proven and probable) reserves and 
2C resources (best estimates of contingent resources). For RHP, we 
value these at SGD1.05 per share, assigning zero value to its 
exploration assets. This implies EV/(2P+2C) of USD7.1/boe, less than 
the global average of USD7.9/barrel of oil equivalent (boe). 

 Resource base similar to KrisEnergy’s. RHP and KrisEnergy (KRIS 

SP, NR) have 73 million barrels of oil equivalent (mmboe) and 76mmboe 
respectively of combined 2P reserves + 2C resources. The enterprise 
value of the two should converge even though KrisEnergy’s current 
EV/(2P+2C) is 2.6x that of RHP. 

 Non-traditional valuation metrics. As the key valuation metric for an 

E&P company is the NPV of its oilfields, an acceptable alternative is a 
valuation of its 2P reserves and 2C resources. Thus P/E, P/BV and ROE 
measures tend to underestimate the true value of an E&P company. 

 Drilling results will be key catalysts. The movement of prospective 

resources to 2C resources, then to 2P reserves will drive valuations. A 
takeover bid may also present a sharp revaluation catalyst. 

 Potential entry into Myanmar. RHP recently walked away from a farm-

in option for an oilfield in Myanmar. Clearly, it has connections and 
potential opportunities in this country. We believe that future Burmese 
oilfield production sharing contracts (PSCs) could materialise and 
provide further upside to our estimates. 

 Under-researched E&P play. Initiate with BUY, SGD1.47 TP. Our TP 

is based on parity to our NPV-and-risking model. Adjusted for a potential 
20% new share placement to raise USD60m, RHP would still be worth 
SGD1.32 per share. 



  RH Petrogas (RHP SP) 
1 October 2013 

 

 

See important disclosures at the end of this report 2 

 

Table of Contents 
 
Table of Contents ...................................................................................................... 2 
 
Valuation: Initiate with BUY, SGD1.47 TP ............................................................... 3 

 
TP of SGD1.47 based on NPV-and-risking model ................................................... 3 
 
Market valuation of Singapore, Asian, and global E&P companies ......................... 6 
 
Closest SGX-listed peer is KrisEnergy but valuations are miles apart .................... 9 
 
Producing and development fields are worth SGD1.05 per share today ............... 11 
 
Successful exploration will raise RHP asset value to SGD3.42 in FY15F ............. 12 

 
Investment Summary .............................................................................................. 14 
 
Business Operations & Company Background ................................................... 15 

 
Company history. .................................................................................................. 15 
 
Key management .................................................................................................. 16 

 
RHP’s Oilfield Assets.............................................................................................. 18 

 
Overview ............................................................................................................... 18 
 
A brief introduction to PSC structures.................................................................... 19 
 
Indonesian PSCs: Basin and Island PSCs ............................................................ 20 
 
China PSC: Fuyu-1 PSC ....................................................................................... 24 
 
Indonesian exploration block: West Belida PSC .................................................... 29 
 
Malaysian exploration block: SK331 PSC ............................................................. 30 
 
Targeting acquisition of more PSCs in the region ................................................. 31 

 
Key Valuation Driver: 2C Moving To 2P Reserves ............................................... 32 
 
Work Programme & Capex Plans .......................................................................... 36 
 
Development & Production .................................................................................... 38 
 
Key Risks ................................................................................................................. 39 
 
Appendix I – Glossary Of Technical Terms .......................................................... 40 
 
Financial Exhibits ................................................................................................... 42 
 
SWOT Analysis ....................................................................................................... 44 
 
Recommendation Chart .......................................................................................... 45 

 



  RH Petrogas (RHP SP) 
1 October 2013 

 

 

See important disclosures at the end of this report 3 

 

Valuation: Initiate With BUY, SGD1.47 TP 

 

SGD1.47 TP based on NPV-and-risking model 

We initiate coverage on RH Petrogas (RHP) with a BUY recommendation and a TP 
of SGD1.47 per share. Our valuation is based on the NPV of the company’s current 
production/near-production fields, plus risked estimates of its 2C resources and 
prospective resources, less net debt adjusted for committed capex. 

Figure 1:  Our NPV-and-risking model  

Equity 2P 2C Prospective 

Resources

Risking Risked NPV NPV

Country Field % mmboe mmboe mmboe % mmboe USDm USD/boe

Indonesia Basin 60% 9.0 100% 9 144.7 16.1

Indonesia Island 33% 2.0 100% 2 29.3 14.6

China Fuyu-1 Shallow Oil 49% 35.0 100% 35 350.6 10.0

11.0 35.0 0.0 46 524.5 11.4

Development / Re-activation / Appraisal Drilling Stage

Indonesia Basin - Klalin 60% 9.5 50% 5 38.2 8.0

Indonesia Island - TBC 60% 7.0 50% 4 25.6 7.3

Indonesia Island - Koi 33% 5.0 30% 2 11.0 7.3

Indonesia Island - North Sele 33% 5.7 30% 2 12.5 7.3

Indonesia Island - Zircon 33% 14.0 30% 4 30.7 7.3

China Fuyu-1 Deep Gas 49% 27.0 30% 8 16.2 2.0

0.0 27.2 41.0 23.8 134.2 5.6

Exploration Stage

Indonesia West Belida 94% 5.0 10% 1 0.5 1.0

Malaysia SK331 80% 180.0 10% 18 18.0 1.0

Indonesia Basin - Wario & Arar 60% 432.0 10% 43 43.2 1.0

Indonesia Island - Koi & Sele Strait 33% 386.0 10% 39 38.6 1.0

0.0 0.0 1,003.0 100 100.3 1.0

Total: 11.0 62.2 1,044.0 170 759.0 4.5

Value (USDm) Per share

Producing / near-production 524.5 0.85

Development / appraisal 134.2 0.22

Exploration 100.3 0.16

Adjust for Group gross cash USDm) 28.6 0.05

Adjust for Group gross debt (USDm) -65.3 -0.11

Target equity value (USDm) 722.3 1.17

Shares (m) 615.3

Forex rate 1.25

Equity value per share (SGD/share) 1.47

Number of placement shares 123.1

Assumed placement price (SGD) 0.61

Add funds raised (USDm) 60.1

Target equity value (USDm) 782.4 1.06

Post-placement total shares (m) 738.3

Forex rate 1.25

Equity value per share (SGD/share) 1.32

Production / Near-production Stage

 
Source: OSK-DMG 
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Applying very conservative risking factors. We have applied 30-50% risking 

factors for RHP’s development and appraisal fields, and only 10% for fields in the 
exploration stage. Most of the 2C contingent resources in RHP’s portfolio are already 
at the “development pending” stage, where a risking factor of 50-95% is 
recommended by the Society of Petroleum Engineers.  

Similarly, a significant part of the prospective resources in RHP’s portfolio at least 
qualify as “prospects”, where a risking factor of 5-25% may be used. We have used 
only 10% risk to RHP’s prospective resources. 

Figure 2: Industry risking factors  

 
Source: SPE 

 

Valuation for producing / near-production fields looks conservative. We created 

discrete NPV models for each of the producing areas in the Basin, Island, and near-
production Fuyu-1 shallow oil PSCs. The USD/boe NPV figure for each field looks 
conservative – ranging between USD10/boe to USD16.1/boe – while the market 
enterprise value of 2P reserves averages USD18.6/ boe globally (more on this later). 
The USD/boe figure for the Island PSC is lower than that of the Basin PSC because 
the producing area is a small field, leading to higher costs per barrel, mitigated by the 
relative youth of the field. Fuyu-1 will be producing heavy oil which trades at about a 
15% discount to Brent crude, and our USD/boe figure for this block exhibits a deeper 
discount. 

The value of producing and near-production fields forms 69% of our estimated asset 
value for RHP.  

Risking and NPV/boe assumption for development assets pegged low. We used 

30-50% risking for RHP’s assets under development. The Basin-Klalin area already 
has producing wells and the Island-TBC field is set to be brought to production in 
2QFY14. For these fields we use a 50% risking (within the E&P industry, for such 
near-production resources the risking used is about 70%). The Island-Koi, Island-
Zircon and Fuyu-1 Deep Gas fields already have wells drilled, and our 30% risking 
looks low. 

Furthermore, our NPV/boe assumption is pegged to 50% of the NPV/boe of the 
respective (near-) production asset, drawing a parallel with the E&P industry’s 
practice of valuing 2C contingent resources at 50% that of 2P reserves. Our value of 
risked resources ranges from USD7.3/bbl to USD8.0/bbl for oil and USD2/boe of gas.  

With these assumptions, the value of development assets forms only 17.7% of our 
estimated asset value. 

Leaving most of the value in exploration assets as upside. We used a flat 10% 

risking and USD1/boe assumption for the company’s exploration assets. In effect, we 
are valuing each barrel of prospective resources at only USD0.01. We contrast this to 
the E&P industry’s practice of using the “chance of success” of discovering 
commercial quantities of oil as the risking factor. In this region where RHP’s assets 
are located, the chance of success is somewhat north of 20%. Furthermore, industry 
practice would value each risked barrel of prospective resources at about 50% that of 
2C contingent resources, which would be closer to USD3-5/bbl. 

As such, exploration assets only account for 13.2% of our estimated asset value. 
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This approach does not take into account the positive-NPV action of 
production. One criticism of this valuation methodology is that it values only 

producing fields and oil-in-ground and assigns zero value to the positive-NPV action 
of bringing 2C contingent resources to production. We recognise this flaw, and 
propose that short of creating discrete NPV models for each field, a full valuation 
approach can be approximated by using a higher-than-average USD/boe assumption 
for the 2C contingent resources and prospective resources, in addition to a higher 
risking percentage. 

A second criticism of this approach is that the recurrent corporate overheads are not 
considered. However, we note that RHP was profitable from FY10 to FY12, and will 
likely break even this year even with significant one-off writedowns. We do not expect 
corporate overheads to skyrocket. Hence, even on the current low 4,300boepd of 
working interest production that does not deplete the two producing oilfields too 
rapidly, RHP can already cover its corporate overheads. We expect the NPV of 
corporate overheads to be less than the NPV of raising production in the Basin and 
Klalin PSCs and of bringing Fuyu-1 to production.   

Potential Malaysian buyer. Over the weekend, Bernama and The Star reported that 

Sona Petroleum Bhd is “close to making its qualified acquisition (QA), and the target 
company is Singapore-listed RH Petrogas Ltd”. Sona Petroleum “could be both 
buying a stake in RH Petrogas via a placement of shares, as well as acquiring some 
of its assets, which are offshore O&G blocks”. Sona Petroleum, a special purpose 
acquisition company (SPAC), has about MYR400m of cash from its IPO parked in a 
trust to be used for QA. 

Assuming a 20% placement, our TP would be adjusted to SGD1.32. According to 

media reports, RHP may be looking to raise up to USD60m cash for its drilling 
programme over the next few years. At the current price, a placement equivalent to 
20% of the shares outstanding today would be necessary to raise this amount. Our 
theoretical TP post-placement would be SGD1.32 per share, still leaving an upside of 
100% to investors today. 
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Market valuation of Singapore, Asian, and global E&P companies 

Figure 3:  Market-based valuation ratios of global comparable peers 

Company Name Ticker EV (USDm)
2P Reserves 

(mmboe)

2C Resources 

(mmboe)

Prospective 

Resources 

(mmboe)

EV / 2P 

(USD/boe)

EV / (2P + 2C) 

(USD/boe)

EV / (2P + 2C + 

Prospective) 

(USD/boe)

Singapore

RH Petrogas RHP SP 345.1 11.0 62.0 1,044.0 31.4 4.7 0.3

KrisEnergy KRIS SP 955.8 31.7 44.6 1,442.0 30.1 12.5 0.6

Interra Energy ITRR SP 161.9 13.9 0.0 54.9 11.7 n.a. 2.4

Ramba Energy RMBA SP 157.2 7.1 0.0 281.6 22.0 n.a. 0.5

Mirach Energy MENR SP 361.1 0.0 2.4 407.7 n.a. n.a. 0.9

Loyz Energy LOYZ SP 148.8 6.2 6.8 0.0 24.0 11.4 n.a.

Average (Singapore) 355.0 11.7 19.3 538.4 23.8 9.6 0.9

Hong Kong

PetroChina 857 HK 316,690.0 11,018.0 10,000.0 28.7 15.1 n.a.

CNOOC 883 HK 96,989.8 3,492.0 27.8 n.a. n.a.

Sinopec 386 HK 142,547.3 3,964.0 36.0 n.a. n.a.

Average (Hong Kong) 185,409.0 6,158.0 30.8 15.1 n.a.

India

Cairn India CAIR IN 7,755.6 871.0 8.9 n.a. n.a.

Oil and Natural Gas Corporation ONGC IN 38,582.9 1,451.0 26.6 n.a. n.a.

Average (India) 23,169.2 1,161.0 17.7 n.a. n.a.

Indonesia

Benakat Petroleum BIPI IJ 1,093.1 33.9 0.0 0.0 32.2 n.a. n.a.

Energi Mega Persada ENRG IJ 1,120.6 523.0 0.0 0.0 2.1 n.a. n.a.

MedcoEnergi MEDC 1,365.9 283.0 0.0 n.a. 4.8 n.a. n.a.

Average (Indonesia) 1,193.2 280.0 0.0 0.0 13.1 n.a. n.a.

Thailand

PTT Exploration & Production PTTEP TB 23,929.9 901.0 2,200.0 0.0 26.6 7.7 n.a.

Asian Average (Regional) 42,146.99 1,507.12 1,119.62 358.92 22.35 10.29 0.94

Asian Median (Regional) 1,120.55 283.00 2.40 54.90 26.57 11.42 0.63

Australia

Neon Energy NEN AU 116.8 9.1 12.8 n.a. n.a.

Horizon Oil HZN AU 596.1 19.6 76.1 111.0 30.4 6.2 2.9

AWE Limited AWE AU 635.6 110.0 96.6 5.8 3.1 n.a.

Karoon Gas KAR AU 1,044.0 0.0 135.0 3,260.0 7.7 0.3

Oil Search OSH AU 14,245.6 552.0 365.0 25.8 15.5 n.a.

Woodside Petroleum WPL AU 32,939.6 1,543.6 2,214.0 21.3 8.8 n.a.

ROC Oil ROC AU 261.1 15.0 22.9 17.4 6.9 n.a.

Average (Australia) 7,119.8 321.3 484.9 1,685.5 18.9 8.0 1.6

USA

Santos Ltd SSLTY US 17,213.4 1,406.0 1,965.0 12.2 5.1 n.a.

Chevron CUX US 238,585.6 13,246.7 18.0 n.a. n.a.

Exxon Mobil XOM US 403,939.1 25,200.0 16.0 n.a. n.a.

ConocoPhillips COP US 104,052.8 8,600.0 43,000.0 12.1 n.a. 2.0

Average (USA) 190,947.7 12,113.2 1,965.0 14.6 5.1 2.0

London

Salamander Energy SMDR LN 366.6 88.0 81.8 845.0 4.2 2.2 0.4

Premier Oil PMO LN 4,129.6 300.0 780.0 13.8 3.8 n.a.

British Petroleum BP LN 104,052.8 17,000.0 6.1 n.a. n.a.

Royal Dutch Shell RDSA LN 236,740.1 13,600.0 17.4 n.a. n.a.

Soco International SIA LN 1,872.2 128.5 0.0 0.0 14.6 n.a. n.a.

Average (London) 69,432.3 6,223.3 287.3 422.5 11.2 3.0 0.4

Average (Global IOC and NOC) 124,800.80 7,051.69 4,094.75 21,500.00 21.91 9.16 2.02

Median (Global IOC and NOC) 96,989.79 3,492.00 2,207.00 21,500.00 26.56 8.24 2.02

Average (Global Non IOC/NOC) 1,933.29 158.05 98.43 620.52 17.18 7.41 1.03

Median (Global Non IOC/NOC) 635.57 31.70 22.90 196.32 14.57 6.56 0.59

Average Global 57,838.57 3,368.56 859.63 3,603.30 18.65 7.91 1.14

Median Global 1,872.21 300.00 62.00 196.32 17.41 7.30 0.63

RHP today 345.12 11.00 62.00 1,044.00 31.37 4.73 0.31

RHP 2014 345.12 43.00 112.20 960.00 8.03 2.22 0.31  
Source: Companies, Bloomberg OSK-DMG estimates 
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Throw standard valuation ratios out the window. The proper market ratios to use 

in valuing an E&P company are EV/2P, EV/(2P+2C) and EV/(2P+2C+ prospective 
resources). Standard ratios like P/E and P/B will typically fail to properly value the oil-
in-ground, unless the company has reached a steady-state production across all its 
assets. Technical terms used in this report are listed in the glossary in Appendix 1. 

Deeply undervalued vs Singaporean, Asian and global peers. At first glance, 

RHP seems to be valued at USD31.4/boe of 2P reserves, higher than all the 
averages and medians on this measure. However, this is the result of a small-base 
effect – RHP currently only has 11mmboe of 2P reserves, which should more than 
double to 28.5mmboe once the Fuyu-1 Overall Development Plan (ODP) gets final 
approval, expected  in 4QFY13. This would bring RHP’s EV/2P ratio down to just 
USD12.1/boe, merely 51% of the current average Singapore market valuation. By 
end-FY14, we expect RHP to have 2P reserves of 43mmboe, and thus the 
company’s EV/2P ratio on today’s price would fall to USD8.03/boe. 

Figure 4:  RHP's 2P reserves will more than double by early 2014; Global average USD18.65/boe Title:

Source:

Please fill in the values above to have them entered in your report

0.0 5.0 10.0 15.0 20.0 25.0 30.0 35.0 40.0

Energi Mega Persada

Salamander Energy

MedcoEnergi

AWE Limited

British Petroleum

RH Petrogas 2014

Cairn India

Interra Energy

ConocoPhillips

Santos Ltd

Neon Energy

Premier Oil

Soco International

Exxon Mobil

ROC Oil

Royal Dutch Shell

Chevron

Woodside Petroleum

Ramba Energy

Loyz Energy

Oil Search

PTT Exploration & Production

Oil and Natural Gas Corporation

CNOOC

PetroChina

KrisEnergy

Horizon Oil

RH Petrogas

Benakat Petroleum

Sinopec

 
Source: Companies, Bloomberg, OSK-DMG 

 

Figure 5:  Reserves valuation; global average USD7.91/boe Figure 6:  Resources valuation; global average USD1.16/boe  

Title:

Source:

Please fill in the values above to have them entered in your report

0.0 5.0 10.0 15.0 20.0

Salamander Energy

AWE Limited

Premier Oil

RH Petrogas

Santos Ltd

Horizon Oil

ROC Oil

PTT Exploration & Production

Karoon Gas

Woodside Petroleum

Loyz Energy

KrisEnergy

PetroChina

Oil Search

EV / (2P + 2C) (USD/boe)

 

Title:

Source:

Please fill in the values above to have them entered in your report

0.0 0.5 1.0 1.5 2.0 2.5 3.0 3.5

Karoon Gas

RH Petrogas

Salamander Energy

Ramba Energy

KrisEnergy

Mirach Energy

ConocoPhillips

Interra Energy

Horizon Oil

EV / (2P + 2C + Prospective) (USD/boe)

 
Source: Companies, Bloomberg, OSK-DMG Source: Companies, Bloomberg, OSK-DMG 
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41-143% revaluation needed to match peer average. The most stable measure of 

valuation to look at is the EV/(2P+2C) figure. RHP’s per-barrel figure is only 
USD4.73, against the Singaporean average of USD9.56, the Asian average/median 
of USD10.29/11.42, the global non-major average/median of USD7.41/6.56 and the 
average global/median of USD7.91/7.30.  

Based on this ratio, RHP is only trading at 41-71% of its fair market value, implying 
that it should be revalued by 41-143% just to catch up to its peers’ valuation. 

Higher valuations enjoyed by oil majors to support transaction market value. 

The median EV/2P figure for the global IOC/NOC group is USD26.56/boe (the 
average is dragged down by BP’s 6.1 ratio, due to its Deepwater Horizon woes, and 
therefore we ignore the average). This implies that any acquisition made by these oil 
majors of 2P reserves at less than USD26.56/boe will be accretive to their 
shareholders’ value. In other words, the Singapore average EV/2P ratio of 
USD23.85/boe approaches a reasonable fair-value estimate. 

Where will 2P reserves for RHP be in FY14? By the end of 2013, we expect half of 

the 35mmboe in the Fuyu-1 2C contingent resources to be brought into 2P reserves 
after final approval of the ODP. A Plan of Development (POD) will be submitted in 
4QFY13 for the 7.0mmboe of 2C resources in Island-TBC, and we expect approval 
for that in 2014. The 9.5mmboe of 2C resources in the Basin-Klalin field should be 
upgraded after approval of the POD, to be submitted in 2QFY14. In total, we expect 
RHP’s 2P figure to be at 45mmboe by end-FY14, less about 2mmboe for current 
production. 

Using EV/2P, RHP would be worth SGD1.63-2.08 per share by end-2014. Valuing 

these 43mmboe at the global/Singapore average EV/2P figure of 
USD18.65/USD23.85 per barrel, RHP will be worth USD801.95m-1,025.55m, or 
about SGD1.63-2.08 per share. 
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Closest SGX-listed peer is KrisEnergy but valuations are miles apart 

 

A Singapore focus. With both the world’s largest rig builders being Singaporean 

companies, Singapore is rapidly developing to become a major oil and gas (O&G) 
centre, with a vibrant small-/mid-cap space of over 50 companies with business in 
this sector. Following the listing of KrisEnergy and Rex International (REXI SP, NR) 
this year, the E&P space has enjoyed a shot in the arm, and valuations of most E&P 
companies have caught up with global averages, with the glaring exception of RHP. 

RHP has a similar resource base with KrisEnergy. While KrisEnergy is ahead in 

2P reserves, the two companies are on par when both 2P reserves and 2C 
contingent resources are considered, coming in around 75mmboe each. KrisEnergy 
is a bigger in terms of prospective resources, with RHP at 1.04bn barrels and 
KrisEnergy at 1.44bn bbls. 

Figure 7:  Zooming in on SGX-listed peers  

Company Name Ticker EV (USDm) 2P Reserves 

(mmboe)

2C 

Resources 

(mmboe)

Prospective 

Resources 

(mmboe)

EV / 2P 

(USD/boe)

EV / (2P + 

2C) 

(USD/boe)

EV / (2P + 2C + 

Prospective) 

(USD/boe)

RH Petrogas RHP SP 345.1 11.0 62.0 1,044.0 31.4 4.7 0.3

KrisEnergy KRIS SP 955.8 31.7 44.6 1,442.0 30.1 12.5 0.7

Interra Energy ITRR SP 161.9 13.9 0.0 54.9 11.7 n.a. 2.4

Ramba Energy RMBA SP 157.2 7.1 0.0 281.6 22.0 n.a. 0.5

Mirach Energy MENR SP 361.1 0.0 2.4 407.7 n.a. n.a. 0.9

Loyz Energy LOYZ SP 148.8 6.2 6.8 0.0 24.0 11.4 n.a.

Average (Singapore) 355.0 11.7 19.3 500.7 23.8 9.6 1.0
 

Source: Companies, Bloomberg, OSK-DMG 

 

Both have operations in the region. KrisEnergy has operations in Thailand, 

Bangladesh, Indonesia, Cambodia, and Vietnam. RHP’s assets are in Indonesia, 
Malaysia, and China. All these are oil-producing countries within Asia, indicating that 
chances of success in finding oil are similarly higher than the global average. 

RHP sold more O&G in 2QFY13 than KrisEnergy, and should widen its lead. 

RHP’s revenue in 2QFY13 was USD20.1m, compared to USD16.7m for KrisEnergy. 
With current sales being higher than KrisEnergy, we see no reason to penalise its 
valuation relative to the latter’s. Further, we expect it to ramp up production volumes 
and extend its production lead. 

RHP has a much lower cost structure. Where RHP and KrisEnergy had similar 

toplines in FY12, their cost structures are entirely different. The administrative 
expenses for KrisEnergy were more than four times that of RHP last year.  

Operating expenses were higher for RHP because of derivative-based losses and 
other one-off write-offs.  Unsuccessful well-drilling writeoffs are also parked here. 

Figure 8:  Same topline, but only one was profitable 

RH Petrogas KrisEnergy

Revenue 86,376 89,593

Cost of sales (54,179) (52,730)

Gross profit 32,197 36,863

Other income 39                                            1,865

Administrative expenses (5,319) (24,295)

Other operating expenses (8,487) (2,029)

Finance costs (2,222) (11,560)

Profit before tax 16,208 844

Income tax expense (10,105) (18,518)

Minority interest

Profit after tax and minority interest 6,103 (17,674)

 
Source: Companies 

 



  RH Petrogas (RHP SP) 
1 October 2013 

 

 

See important disclosures at the end of this report 10 

 

Unlike KrisEnergy, RHP is already profitable. RHP has been profitable for the last 

three years, and it would be in a breakeven state this year on the back of about 
USD6m in exploration asset write-offs. With Fuyu-1 coming online next year and 
more development wells being brought to production in Indonesia, we expect a surge 
in profitability in RHP in FY14F-15F. KrisEnergy, in contrast, is expected to turn a 
profit only in FY15F. 

RHP should trade at least on par with KrisEnergy. We have established that RHP 

has similar-sized resources with almost equal figures in the 2P+2C department as 
KrisEnergy. Given that the value of E&P companies is most closely related to the size 
of their reserves and resources, RHP should on this point alone enjoy an enterprise 
value similar to that of KrisEnergy. 

On the production front, RHP is slightly ahead of KrisEnergy, with a higher share of 
production flowing into its topline in the most recent quarter. On the cost front, RHP is 
clearly superior, with a fixed cost structure merely a quarter that of KrisEnergy on an 
annual basis. These points argue for a higher valuation for RHP. If RHP can bring the 
Fuyu-1 block to production quickly, this case will be further strengthened. 

KrisEnergy trading at 2.6x RHP’s valuation. Incredibly, KrisEnergy today enjoys a 

valuation 2.6x that of RHP, going by the EV/(2P+2C) measure. One argument could 
be that KrisEnergy can rightfully claim a higher justified EV/(2P+2C) based on their 
larger prospective resources. However, we feel that RHP’s much-lower cost structure 
would be an effective counterargument, and we do not think that the premium should 
be this large. As more investors become educated on the proper valuation 
methodology for E&P companies, we expect the market to close this gap.  
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Producing and development fields worth SGD1.05 per share today 

  

Alternative valuation method. RHP can be valued from an alternative angle – 

assessing its 2P reserves and 2C contingent resources separately. Because we have 
discrete NPV models, we use the same NPV/boe figures for 2P reserves. Similarly, 
we apply a 50% discount to value 2C contingent resources. We value prospective 
resources at zero for now. This is a “snapshot approach”, showing the worth of an 
E&P company’s assets at a single point in time, much like a balance sheet. 

Figure 9:  Alternative valuation method – Snapshot valuation as of 30 Sept 2013  

Equity 2P 2C Prospective 

Resources

2P Value 2C Value PR Value 2P Value 2C Value PR Value

Country Field % mmboe mmboe mmboe USDm/ 

mmboe

USDm/ 

mmboe

USDm/ 

mmboe

USDm USDm USDm

Indonesia Basin 60% 9.0 16.1 144.7 0.0 0.0

Indonesia Island 33% 2.0 14.6 29.3 0.0 0.0

China Fuyu-1 - Shallow Oil 49% 35.0 10.0 5.0 0.0 175.3 0.0

11.0 35.0 0.0 173.9 175.3 0.0

Development / Re-activation / Appraisal Drilling Stage

Indonesia Basin - Klalin 60% 9.5 8.0 0.0 76.4 0.0

Indonesia Island - TBC 33% 7.0 7.3 0.0 51.2 0.0

Indonesia Island - Koi 33% 5.0 7.3 0.0 36.6 0.0

Indonesia Island - North Sele 33% 5.7 7.3 0.0 41.7 0.0

Indonesia Island - Zircon 33% 14.0 0.0 0.0 0.0 0.0

China Fuyu-1 - Deep Gas 49% 27.0 0.0 0.0 0.0 0.0

0.0 27.2 41.0 0.0 205.8 0.0

Exploration Stage

Indonesia West Belida 94% 5.0 0.0 0.0 0.0 0.0

Malaysia SK331 80% 180.0 0.0 0.0 0.0 0.0

Indonesia Basin - Walio / Arar 60% 432.0 0.0 0.0 0.0 0.0

Indonesia Island - Koi & Sele Strait 33% 386.0 0.0 0.0 0.0 0.0

0.0 0.0 1,003.0 0.0 0.0 0.0

Total 11.0 62.2 1,044.0 173.9 381.1 0.0

Value 

(USDm)

Per 

Share2P 173.9 0.28

2C 381.1 0.62

Resources 0.0 0.00

Add cash 28.6 0.05

Less debt -65.3 -0.11

Equity value 518.4 0.84

Shares (m) 615.3 USD/boe

Forex rate 1.25 Implicit EV/2P Valuation 47.1

Equity value (SGD) 1.05 Implicit EV/(2P+2C) Valuation 7.1

Production / Near-production

 
Source: OSK-DMG 

 

RHP should already trade at >SGD1.05 today! There is a clear market value for 2P 

reserves and 2C contingent resources because there are transfers of oilfield assets 
between E&P companies globally on a fairly regular basis. Because of that, global 
E&P companies tend to trade around the sum of potential transaction prices. The 
global average EV/(2P+2C) ratio is about USD7.9/boe, with the figure higher at 
USD9.6/boe for Singapore-listed companies who are small and have a higher 
percentage of assets in prospective resources awaiting upgrade to 2C contingent 
resources.  

Our value of SGD1.05 per share for RHP implies an EV/(2P+2C) of only 
USD7.1/boe. Clearly, we have used very conservative inputs in this valuation 
methodology. 
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Successful exploration will raise RHP asset value to SGD3.42 in FY15F 

 

Our “reserves growth” methodology. This alternative method of valuing RHP has 

one important advantage – it can demonstrate the value of RHP’s assets at various 
points in time, taking the movements of prospective resources into contingent 
resources and into 2P reserves into account.  

We elaborate on the procedure and assumptions in the section titled Key Valuation 
Driver Will Be Movement of 2C to 2P Reserves. Below is the snapshot analysis of 
RHP’s potential values in FY14F and FY15F. 

 

Figure 10:  Reserves and resources valuation outlook at 31 Dec 2014  

Equity 2P 2C Prospective 

Resources

2P Value 2C Value PR Value 2P Value 2C Value PR Value

Country Field % mmboe mmboe mmboe USDm/ 

mmboe

USDm/ 

mmboe

USDm/ 

mmboe

USDm USDm USDm

Indonesia Basin 60% 9.0 16.1 144.7 0.0 0.0

Indonesia Island 33% 2.0 14.6 29.3 0.0 0.0

China Fuyu-1 - Shallow Oil 49% 17.5 17.5 10.0 5.0 175.3 87.6 0.0

Indonesia Basin - Klalin 60% 9.5 16.1 152.7 0.0 0.0

Indonesia Island - TBC 33% 7.0 14.6 102.4 0.0 0.0

45.0 17.5 0.0 604.3 87.6 0.0

Development / Re-activation / Appraisal Drilling Stage

Indonesia Island - Koi 33% 5.0 7.3 0.0 36.6 0.0

Indonesia Island - North Sele 33% 5.7 7.3 0.0 41.7 0.0

Indonesia Island - Zircon 33% 14.0 7.3 0.0 102.4 0.0

China Fuyu-1 - Deep Gas 49% 27.0 2.5 0.0 67.6 0.0

Indonesia West Belida 94% 5.0 8.0 0.0 40.2 0.0

0.0 56.7 0.0 0.0 288.5 0.0

Exploration Stage

Malaysia SK331 80% 180.0 0.0 0.0 0.0 0.0

Indonesia Basin - Walio / Arar 60% 38.0 394.0 8.04 0.0 0.0 305.4 0.0

Indonesia Island - Koi & Sele Strait 33% 386.0 0.0 0.0 0.0 0.0

0.0 38.0 960.0 0.0 305.4 0.0

45.0 112.2 960.0 604.3 681.5 0.0

Value 

(USDm)

Per 

Share2P 604.3 1.0

2C 681.5 1.1

Resources 0.0 0.0

Add cash 28.6 0.0

Less debt -134.8 -0.2

Equity value 1,179.7 1.9

Shares (m) 615.3 USD/boe

Forex rate 1.25 Implicit EV/2P Valuation 26.2

Equity value (SGD) 2.40 Implicit EV/(2P+2C) Valuation 7.5

Production / Near-production

 
Source: OSK-DMG 
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Figure 11:  Reserves and resources valuation outlook at 31 Dec 2015  
Equity 2P 2C Prospective 

Resources

2P Value 2C Value PR Value 2P Value 2C Value PR Value

Country Field % mmboe mmboe mmboe USDm/ 

mmboe

USDm/ 

mmboe

USDm/ 

mmboe

USDm USDm USDm

Indonesia Basin 60% 9.0 16.1 144.7 0.0 0.0

Indonesia Island 33% 2.0 14.6 29.3 0.0 0.0

China Fuyu-1 - Shallow Oil 49% 35.0 10.0 350.6 0.0 0.0

Indonesia Basin - Klalin 60% 9.5 16.1 152.7 0.0 0.0

Indonesia Island - TBC 33% 7.0 14.6 102.4 0.0 0.0

Indonesia Island - Koi 33% 5.0 14.6 73.1 0.0 0.0

67.5 0.0 0.0 852.8 0.0 0.0

Development / Re-activation / Appraisal Drilling Stage

Indonesia Island - North Sele 33% 5.7 7.3 0.0 41.7 0.0

Indonesia Island - Zircon 33% 14.0 7.3 0.0 102.4 0.0

China Fuyu-1 - Deep Gas 49% 27.0 2.5 0.0 67.6 0.0

Indonesia West Belida 94% 5.0 8.0 0.0 40.2 0.0

0.0 51.7 0.0 0.0 251.9 0.0

Exploration Stage

Malaysia SK331 80% 9.0 171.0 8.0 0.0 0.0 72.3 0.0

Indonesia Basin - Walio / Arar 60% 64.8 367.2 8.0 0.0 0.0 520.8 0.0

Indonesia Island - Koi & Sele Strait 33% 19.3 366.7 7.3 0.0 0.0 141.2 0.0

0.0 93.1 904.9 0.0 734.3 0.0

67.5 144.8 904.9 852.8 986.2 0.0

Value 

(USDm)

Per 

Share2P 852.8 1.4

2C 986.2 1.6

Resources 0.0 0.0

Add cash 28.6 0.0

Less debt -184.8 -0.3

Equity value 1,682.9 2.7

Shares (m) 615.3 USD/boe

Forex rate 1.25 Implicit EV/2P Valuation 24.9

Equity value (SGD) 3.42 Implicit EV/(2P+2C) Valuation 7.9

Production / Near-production

 
Source: OSK-DMG 

 

Steep discount today creates potential for a five-bagger within two years. If 

RHP enjoys modest exploration successes (we have only assumed 5-15% of 
prospective resources being brought to 2C contingent resources), RHP can be worth 
SGD3.42 per share in 2015. At today’s steep discount, RHP is a potential five-bagger 
within two years. 
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Investment Summary 
Trading well below current producing and development asset value. The market 

value of any E&P company should reflect at least the NPV of its producing and 
development assets as these are most readily saleable. RHP is currently trading at a 
37% discount to its producing and development assets alone. 

Attributing zero value to the most important part of an E&P company. E&P 

companies should trade at a premium to the value of producing and developing 
assets to account for the value of potential resources being successfully explored 
and brought into reserves. The value of an E&P company can jump rapidly in these 
cases because: i) the “risking discount” is sharply reduced, and ii) the dollar-value of 
each barrel-in-ground may surge from USD1/boe to as much as USD25/boe. 

Reserves and resources similar to KrisEnergy; Valuations a world apart. RHP 

has 73mmboe of 2P reserves and 2C resources, nearly identical to KrisEnergy’s total 
76mmboe. Prospective resources are 1.0bn bbls for RHP and 1.4bn bbls for 
KrisEnergy. Their oilfields are in the same Asian/Asean region. Thus, their enterprise 
values (EV) should converge. Furthermore, RHP is ahead of KrisEnergy with higher 
production and sales volume, and has a cost structure one-quarter that of 
KrisEnergy. RHP has been profitable for the last three years, whereas KrisEnergy is 
expected to turn profitable only in FY15F. In other words, RHP rightfully should trade 
at a premium to KrisEnergy. However, the situation is reversed – KrisEnergy trades 
at an EV/(2P+2C) of 2.6x that of RHP. 

Movement of prospective resources to 2C thence to 2P reserves could easily 
double market value of RHP assets. Apart from valuing companies at the sum-of-

NPVs, an alternative measure is the market value of each barrel-in-ground. As 
exploration successes prove the existence and viability of recovering oil, the value of 
an oilfield jumps up. Our analysis shows the likely path of movement of prospective 
resources to 2C then onto 2P reserves, and that the market value of RHP’s oilfields 
today is already SGD1.05 per share. This rises quickly to SGD2.40 per share in FY14 
and SGD3.42 in FY15 assuming modest exploration success. 

RHP is potential takeover target. At the current price, there is ample middle ground 

for a new owner to make a bid for the entire company and still enjoy a huge upside. 
Even using an arbitrary SGD1.00/share takeover price, this would still leave the new 
owner with over a 100% upside within a year if the 2C contingent resources can be 
successfully brought into 2P reserves. 

Potential M&A of regional assets. RHP is actively looking for more PSCs to 

increase its exploration asset base. Management is focusing within the Asean region 
in its search for quality assets, in line with its previous working experience. RHP 
currently has operations in Indonesia, Malaysia, and China, and we believe that new 
contracts would most likely surface in these countries. 

Potential Myanmar entry. RHP recently chose to abandon a farm-in option for a 

50% working interest in Block M1 offshore Myanmar. There are two important 
takeaways from this episode :i) RHP is not afraid to walk away from commercially-
unviable plays, even if that results in a write-off and short-term hit to profits; and ii) 
clearly, management has the connections and opportunities to enter this interesting 
market.  

Senior management each with over 35 years’ industry experience. RHP is led by 

Dr Tony Tan, an industry veteran with over 35 years of experience, having previously 
worked in the Singapore Petroleum Corp and in the O&G arm of Temasek. He also 
has a PhD in Geology. The VP of E&P, Mr Francis Chang, also has more than 35 
years of experience from US-based major and independent oil companies. As E&P is 
a highly-technical field, we ascribe special value on management having decades of 
experience in the field. 

Initiate with BUY, SGD1.47 TP. We initiate coverage on RHP with a BUY 

recommendation and a TP of SGD1.47, based on parity to our “NPV-and-risking” 
model. Assuming a 20% share placement to raise USD60m, our fair value would be 
adjusted to SGD1.32. Our reserves-growth model shows that over the next two 
years, the market value of RHP’s reserves can grow to SGD3.42 per share, pending 
its success in exploration. As with all E&P companies, the key risks are unsuccessful 
drillings and P&L impact in the short run, but these should be more than balanced out 
by high-impact successful drills and strong production growth over the next three 
years. Our valuation does not take into account upside relating to M&As, or the NPV-
positive action of bringing existing 2C resources to actual production, as we prefer to 
err on the conservative side. 
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Business Operations & Company Background 
 

Among the largest E&P companies in Singapore. RHP is one of the largest E&P 

companies in Singapore, with reserves and resources totaling 1.1bn bbls. It has a 
healthy track record of discovering O&G in its oilfields since 2009, when it shifted its 
business from electronics to O&G. 

Figure 12:  Successful track record 

 
Source: Company 

 

Company history 

Initially listed on Singapore Exchange as Tri-M Technologies Ltd in 1999, the 
company used to engage in the electronics manufacturing business. In Aug 2009, 
Tri-M Technologies diversified its operations into upstream O&G business by 
acquiring Kingworld Resources Ltd (KRL). KRL was the company’s first O&G project 
in the Fuyu-1 Block in Jilin Province, China.  

To position itself as an exploration and production (E&P) company, Tri-M 
Technologies was renamed as RH Petrogas three months after it took direct interest 
in KRL. In June 2010, RHP acquired Orchard Energy Pte Ltd, whose sole asset was 
in the West Belida block located in Jambi, Indonesia. By Aug 2010, RHP had 
discontinued all its operations in the electronic manufacturing business. 

After divesting the electronics business, RHP acquired Lundin’s and Pearl Oil’s 
interests in the Basin PSC and Island PSC in West Papua, Indonesia, with working 
interest of 60% and 33% respectively, for a total consideration of USD77.7m in Dec 
2010. Most recently, in Dec 2012, RHP signed its first PSC (SK331) in Malaysia with 
Petronas Malaysia for a working interest of 80%. 
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Key management 

 

Tan Sri Datuk Sir Tiong Hiew King, executive chairman 

Tan Sri Datuk Sir Tiong was appointed executive chairman of RHP in March 2008. 
He is also currently the executive chairman of the Rimbunan Hijau Group, a 
conglomerate in Malaysia owning international businesses spanning industries such 
as forestry, oil pam, media, infocomm tech, hospitality and others. He was bestowed 
the Knight Commander of the Most Excellent Order of the British Empire (K.B.E.) by 
Queen Elizabeth II in June 2009, and was ranked Malaysia’s 9

th
 richest person by 

Forbes in March 2013. 

Dr Tan Jee-Theng Tony, CEO and executive director 

Dr Tan joined RHP in June 2010, bringing with him more than 30 years of 
international petroleum exploration, production and M&A experience. Prior to that, Dr 
Tan was the CEO and director of Orchard Energy from Jan 2009. Between 2000 and 
2008, Dr Tan served as senior vice president, Exploration and Production (E&P) in 
Singapore Petroleum Company Ltd (SPC). Before SPC, he managed the Asia Pacific 
office of Gaffney, Cline & Associate, an international petroleum and management 
consultancy firm. He held several key management positions which allow him to be 
involved in international E&P activities in Asia Pacific, North Sea, Canada and 
Trinidad.  

Dr Tan graduated from University of Malaya with a first class honours Bachelor of 
Science in Geology. Additionally, he holds a Master of Science degree, together with 
a PhD in Geology from Carleton University, Canada and a Certification in Corporate 
Finance from Wharton-Singapore Management University. 

Mr Francis Chang, vice president – Exploration and Production  

Mr Francis Chang has more than 35 years of experience with major and independent 
US-based oil companies in both exploration and production. Before joining RHP, he 
held management and executive positions with GNT International Group, Texas 
American Resources, Kerr McFee/Anadarko Petroleum. He graduated from National 
Taiwan University with a Bachelor of Science in Geology.  

Mr Edwin Tan, vice president – Legal 

Mr Edwin Tan was previously a legal counsel at SPC for eight years prior to joining 
RHP. Before SPC, he was in legal practice in Singapore, at law firms Shook Lin & 
Bok and Khattar Wong & Partners. Mr Edwin Tan graduated with a Bachelor of Arts 
with Honours in Law, from the University of Kent in England. 

Mr Samuel Cheong, vice president – Commercial 

Mr Samuel Cheong worked with SPC for almost 18 years, during which he was 
involved with various functions ranging from business development and new venture, 
upstream commercial, risk management and crude operation. Mr Cheong is also 
responsible for various past acquisitions and joint ventures in RHP’s portfolio. He has 
a Bachelor of Business Administration degree from National University of Singapore.  

Mr Then Guang Yaw, vice president – Finance 

Mr Then joined RHP back in 2006 as an Internal Audit Manager and in the following 
year, he was appointed as Group Financial Controller in 2007. Before Mr Then joined 
RHP, he spent 6 years in South America as a financial controller in a company of RH 
Group. He is a fellow of the Association of Chartered Certified Accountant.  
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Strong backing. Through its subsidiaries, Rimunan Hijau Group (RH Group) owns 

the largest controlling stake, totaling up to 76.9% of RHP. Founded in 1975 in Sibu 
(Malaysia) by Tan Sri Datuk Tiong Hiew King, the Malaysian-owned conglomerate 
today operates a myriad of industries and businesses, ranging from forestry to 
hospitality globally. Under Tan Sri Datuk Tiong’s leadership, RH Group now runs 
Malaysia listed Subur Tiasa, Jaya Tiasa and Rimbunan Sawit, as well as Media 
Chinese International, a media group dual-listed in Malaysia and Hong Kong.  

 

Figure 13:  Shareholding structure 

Major Shareholders No. of shares (m) Stake

1 Woodsville International (RH Group) 212 34.5%

2 Smartphone Investments (RH Group) 133 21.6%

3 RH Capital (RH Group) 128 20.8%

4 Maybank Kim Eng Securities 31 5.0%

5 Kiew Chiong Tiong 5 0.81%

6 Jee-Theng Tan 2 0.39%

Total 511 83.1%
 

Source: Company, Bloomberg 

 

 

Figure 14:  A knighted chairman 

 
Source: Company 

 

 

Figure 15:  Business interests of RH Group 

Forestry Oil Palm Media Infocomm Tech Hospitality Others

Jaya Tiasa Holdings Rimbunan Sawit bhd Sin Chew Media Comserv (Sarawak) RH Hotel RH Academy

Subur Tiasa Holdings Jaya Tiasa Holdings Guang Ming Ribao Optical Communication 

Engineering

RH Tours & Travel 

Agency

Borneo Infrastructure 

DevelopmentMafrica Corporation Subur Tiasa Holdings Ming Pao 

Enterprise

PenangFON CharmingHolidays Dynasty Development

Ribunan Hijau [PNG] Mafrica Corporation Nanyang Siang Pau Travel Planners The Neil Group

Golden Star Ace China Press RH Vision (Borneo)

Sinar Tiasa The National Rimbunan Hijau General Trading

RH Lundu Palm Oil Mill Yazhou Zhoukan Rejang Green Agriculture 

Supplies RH Selangau Palm Oil 

Mill

RH Trading

Click Clack

Petanak Enterprises

New Zealand King Salmon

TTS & Sons

Rimbunan Hijau Group

 
Source: Company 
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RHP’s Oilfield Assets  

Overview 

Operations in Indonesia, China, and Malaysia. RHP has two producing oilfields in 

the West Papua region in Indonesia – the Kepala Burung PSC (“Basin”) and the 
Salawati Kepala Burung PSC (“Island”). The next area to reach production stage will 
be the Fuyu-1 PSC in Jilin, China. There are two exploration blocks, West Belida 
PSC in Sumatra, Indonesia, and the SK331 PSC in Sarawak, Malaysia. 

Figure 16:  Area of operations in a thousand words 

  
Source: Company 

Figure 17:  Reserves and resources summary  

Equity 2P 2C Prospective 

Resources

Country Field % mmboe mmboe mmboe

Indonesia Basin 60% 9.0

Indonesia Island 33% 2.0

China Fuyu-1 - Shallow Oil 49% 35.0

Subtotal: Production / Near-production 11.0 35.0 0.0

Development / Re-activation / Appraisal Drilling Stage

Indonesia Basin - Klalin 60% 9.5

Indonesia Island - TBC 33% 7.0

Indonesia Island - Koi 33% 5.0

Indonesia Island - North Sele 33% 5.7

Indonesia Island - Zircon 33% 14.0

China Fuyu-1 - Deep Gas 49% 27.0

Subtotal: Development and Appraisal 0.0 27.2 41.0

Exploration Stage

Indonesia West Belida 94% 5.0

Malaysia SK331 80% 180.0

Indonesia Basin - Walio / Arar 60% 432.0

Indonesia Island - Koi & Sele Strait 33% 386.0

Subtotal: Exploration 0.0 0.0 1,003.0

Total 11.0 62.2 1,044.0

Production / Near-production

 
Source: Company 
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A brief introduction to PSC structures 

 

Making sense of jargon. For the investor new to upstream oil and gas terminology, 

we provide a quick introduction. A full glossary is available at the end of this report. 

All of the oil that comes out of the ground is first shared among the owners according 
to their working interest. From the working interest is deducted the government’s first 
cut – in the form of a domestic market obligation or royalty or value-added tax – 
which for RHP in Indonesia is 20% and 5% in China. A “first tranche petroleum” may 
also be taken out of this pool and shared between the government and the 
contractor. What is left is split between cost recovery oil and profit oil. 

Cost recovery oil is taken by the contractor to recover the cost of exploration, drilling 
and other investments to bring the field to production. For the Basin and Island PSCs, 
RHP can claim 100% of all costs incurred. Today, there are no historical costs 
remaining in this basket, and all costs are current expenditures. In the Fuyu-1 block, 
the cost recovery is capped at 65% of shared oil. For Fuyu-1 and the other PSCs, 
there will be a measure of historical costs taken into consideration under cost 
recovery oil. 

Profit oil is shared between the contractors at pre-arranged percentages. For the 
Basin PSC, RHP’s share of profit oil is 27%. For the Island PSC, this is 38%. For the 
Fuyu-1 block, RHP will take 49%. 

From these shares of profit oil, the government exacts a tax of 25% in China and 
45% in Indonesia. This is the reason why taxes always seem like a large part of 
pretax profits among E&P players – they are based on gross profits, not pretax 
profits. Hence, a high cost-structure could put an E&P company in the red for many 
years until production reaches a sufficiently high volume. 

Figure 18:  PSCs at a glance 

 

Source: OSK-DMG  

 

Tying it back to the income statement. The revenue line for an E&P company 

comprises the following – any share of the first tranche petroleum, the cost recovery 
oil, and the profit oil. The cost of sales includes the cash costs of lifting the oil and 
depreciation associated with the depletion of the oilfield and other capital investments 
made earlier. 
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Indonesian PSCs: Basin and Island PSCs 

 

Acquired Indonesia PSCs in 2010 with expiry in 2020. In Sept 2010, RHP entered 

into agreements to acquire: i) Lundin’s 25.9% stake in Kepala Burung PSC (“Basin 
PSC”) and 14.5% stake in Salawati Kepala Buring PSC (“Island PSC”) for 
USD37.13m; and ii) Pearl Oil’s 34.1% stake in Basin PSC and 18.7% stake in Island 
PSC for USD36.7m. At that point in time, WTI and Brent crude oil prices were trading 
at USD74-79/bbl. The acquisitions were completed in Dec 2010. In total, RHP owns 
60% and 33% working interest in Basin PSC and in Island PSC respectively. The 
Basin and Island PSCs are two contiguous PSCs located in West Papua, Indonesia, 
and cover an area of 1,969 sqkm. 

Terms of the PSCs: i) Both PSCs will expire in 2020; ii) 20% of first-tranche 

petroleum goes to the government under the domestic market obligation; ii) 80% of 
gross revenue is available for 100% cost recovery; iii) RHP will take 27% of profit oil 
in the Basin PSC and 38% in the Island PSC; iv) there will be a 45% tax on profit oil. 

Possible extension to 2030 provides reserves and resources upside. RHP is 

currently applying to extend these two PSCs to 2030, with reply expected in 2015. 
Should the PSCs be extended, there will definitely be upward revisions to its 2P and 
2C figures as these figures can only be recorded for probable and contingent 
production within the contractual terms. 

Figure 19:  Overview of Basin and Island PSCs 

  
Source: OSK-DMG estimates  

 

Details on the Basin PSC. The Basin PSC is located onshore and occupies an area 

spanning 872 km
2
. The Basin PSC was first signed on 15 Oct 1970 and was renewed 

in 1996 with extension for another 25 years. To date, it has been in production for 
over 40 years. Following the acquisition from Lundin Petroleum and Pearl Oil in 2010, 
RHP is the largest shareholder with a 60% stake. The Basin PSC is operated by 
China’s state-owned PetroChina (601857 CH, NR), which has a 30% stake, while 
Indonesian state-owned Pertamina has the balance 10%. Basin PSC has 10 onshore 
producing fields and RHP’s net 2P working interest in the field is 9mmboe. This PSC 
expires on 15 Oct 2020. 

Details on the Island PSC. The Island PSC occupies 1,097 km
2
 of area, and covers 

both onshore and offshore sites in West Papua. Pertamina is the majority 
shareholder with 50% stake, followed by RHP with a 33% stake, and PetroChina with 
17% stake. It is jointly operated by PetroChina and Pertamina. Island has seven 
onshore and one offshore producing fields. The PSC was signed on 23 Apr 1990 and 
has been producing for about 15 years. It will expire on 22 Apr 2020. 

Operations for Basin and Island. The current production from both Basin and 

Island are 92% oil and 8% gas. The oil lifted is of high quality and trades around 
Brent prices. Gas produced are mostly sold for power generation and used in daily 
operations. 
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Klalin complex is the near-term focus. RHP has drilled three development wells in 

the Klalin complex this year (Klalin-14, 15, and 17), aimed at boosting production 
from the Basin PSC. Having reached total depth, we expect well-logging results to be 
announced around mid or late Oct 2013. 

The North Klalin-1 well has been on production since March 2012. North Klalin-2 and 
-3 are successful appraisal wells for which the Plan of Development (POD) is being 
prepared and will be submitted in 2QFY14. After approval, the 9.5mmboe of 2C 
contingent reserves in the North Klalin complex should be brought to 2P reserves. 

Figure 20:  Well-drilling activity in Klalin complex of the Basin PSC will boost production, reserves and resources 

  
Source: OSK-DMG estimates 

 

TBA and TBC to be brought into production. Upgrade on 2P reserves will 
greatly boost valuations. The TBA oil field will be reactivated in 2QFY14, and RHP 

is now tendering for a floating production, storage and offloading (FPSO) facility to 
bring this offshore field back to production. The targeted production is 350bbls/day 
net to RHP. The oil-in-ground for TBA is already part of the 2mmboe of 2P reserves 
in Island PSC. 

A POD for the TBC gas and condensates field will be submitted in 4QFY13, after 
which the 7mmboe of 2C contingent reserves in this field should be brought to 2P 
reserves, almost quadrupling the 2P figure for the Island PSC. Investors should note 
that this will represent a strong boost to RHP’s NPV. Production should begin mid-
/late-2014. 

Figure 21:  Increasing production in the Island PSC 

  
Source: OSK-DMG estimates 

O&G found in KOI complex. The KOI complex is a collection of offshore shallow-

water O&G fields, with water depth averaging only 32m. On the map, deep blue blobs 
are the areas where a seismic programme has indicated potential O&G deposits. The 
Koi-1 discovery well struck oil (green on map) and gas (red), flowing 980bpd and 
2.7mmscfd on test. 
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Presence of O&G in Koi-1 raises chances of Zircon success. The Zircon 

prospect, located structurally above Koi and only about 4km to the south of the 
successful Koi-1 well, benefits from the assurance of the presence of source rock 
and migratory pattern of oil towards the area. The exploration well Zircon-1 has 
reached total depth and the well logs are now being evaluated. We expect results to 
be announced within a fortnight.  

Figure 22:  Gems in the water Figure 23:  Zooming in on Koi and Zircon  

 

 

Source: Company Source: Company 

 

2014 upgrades to reserves and resources. The 5mmboe of 2C contingent 

resources should be upgraded to 2P reserves following the completion of the second 
appraisal well in the Koi field being drilled today. The larger prospect is Zircon – with 
14mmboe in prospective resources – which should be moved to 2C contingent 
resources in 2014. Both these upgrades will have strong positive effects on RHP’s 
NPV. 

Zircon 10,000boepd production should begin by early 2016. RHP plans to bring 

the Zircon prospect into production by late-2015/early-2016, with a POD having been 
submitted. We expect approval of this plan in 2Q/3QFY14. The POD involves subsea 
completion, fixed platforms, and hookup to an FPSO. Targeted gross production is 
30,000boepd, therefore RHP’s 33% working interest will see a massive 10,000boepd 
boost. 
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Huge upside from prospects. At the Island PSC, the main prospects are in the 

offshore Koi Complex, Sele Strait and onshore Salawati Ridge, with total prospective 
resources of 386mmboe. At the Basin PSC, there are prospects in the discontinuous 
Walio and Arar blocks which have prospective resources of 432mmboe. As is evident 
on the maps, the Walio area is studded with green oil fields, increasing RHP’s 
chances of success. 

Figure 24:  Prospects for Basin PSC - Walio area Figure 25:  Prospects for Basin PSC - Arar area  

 

 

Source: Company Source: Company 

 

Targeting 52mmboe of 2C contingent resources from exploration. In particular, 

RHP has stated that it is targeting 52mmboe of 2C contingent resources in its 
exploration wells for 2013. We divide these into 14mmboe in the Zircon prospect, 
which has already been drilled. The exploration well Klagalo-1 will be drilled in 
4QFY13 in the Arar area, targeting the remainder 38mmboe. 
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China PSC: Fuyu-1 PSC 

 
Heavy oil block now commercially viable. The Fuyu-1 block, discovered by 

China’s flagship state-owned oil company China National Petroleum Corp (CNPC) in 
1984, is 255 km

2
 and is located at the south eastern part of Songliao Basin in Jilin 

Province at Northeast China. It has a relatively shallow depth of only 130-400 m. 
There were challenges in developing the block due to its heavy oil, multiple thin sand 
layers within the reservoirs, and low oil saturation, causing the development of the 
field to be put on hold. The oil is heavy – specific gravity of 0.95, viscosity ranging 
from 718cP to 2,700cP with paraffin content 21.8% and 40% bitumen. Today, as 
technology has improved and oil prices have stayed steadily high, the field has 
become commercially viable. 
 

Figure 26:  Fuyu-1 block in Songliao Basin Figure 27:  Fuyu relative to other oilfields  

 

 

Source: USGS Bulletin 2203-A, 2003 Source: Company 

 
 

Salient PSC terms. Kingworld Resources entered into a PSC with CNPC in Nov 

2007 to develop and produce the hydrocarbon resources in the Fuyu-1 Block. RHP 
acquired KRL in Aug 2009 and RHP now operates it with 100% working interest. The 
Overall Development Plan (ODP) for Phase 1 was approved by CNPC in Aug 2012 
and final government approval is expected in 4QFY13. We summarise and comment 
on the relevant terms below: 

i) The contract is valid for 30 years. This includes an Evaluation Period of 

three years-plus-extension. With the recent change in leadership in China, 
the extension clause has kicked in and our best estimate is for this phase to 
end in 4QFY13 upon final approval of the ODP 

ii) Development period commences on ODP’s date of approval. 

iii) Production period for 20 years. We understand that RHP intends to bring 

Fuyu-1 directly to the production stage in 2014.  

iv) Value-added tax of 5% of production. The PSC’s consultants, GCA, noted 

that this was not mentioned in the contract provided to them, and this is 
based on their understanding of the current fiscal system in China. We have 
assumed a 5% VAT throughout the production life of Fuyu-1. 

v) Royalty of 0-12.5% on a graduated scale. Again, the royalty rates were 

not specified to GCA, and we have similarly modeled these in. The current 
standing rates are: 0% for production below 0.5m tonnes, 2% for production 
between 0.5m-1.0m tonnes, 4% for production between 1.0m-2.0m tonnes, 
6% for production between 2-3m tonnes, 10% for production between 3m-
4m tonnes, and 12.5% for production above 4m tonnes. 
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vi) Cost recovery limit is 65% of annual gross production. This will cover 

operating costs, evaluation and development costs, and the special 
petroleum revenue tax. In our model, we capitalise and depreciate the costs 
in excess of cost recovery. 

vii) Special petroleum revenue tax (SPRT). The SPRT was enacted in 2006 

and is applicable to all oil production in China. It is a graduated scale from 
0% to 40%, depending on the oil sales price. As the current sales price of 
USD92/bbl is well in excess of the top USD60/bbl bracket, we assume the 
top rate of 40% throughout the life of this PSC. 

viii) Profit oil will be split 51% to CNPC and 49% to RHP. Also, RHP may sell 

the oil only to CNPC. 

ix) GCA has used a USD16.8/bbl price differential to Brent price. We make 

the same assumption in our model. We assume a 2% increase in oil price 
per annum. 

x) Corporate income tax of 25%. Similar to Island and Basin PSC, we have 

applied this corporate tax rate at the gross profit level, effectively taxing 
profit oil. 

Steam flooding required to produce oil. The oil in this block does not flow at 

normal temperatures. The method of production will be steam flooding – steam is 
injected into the reservoir, and the relevant well is then shut-in for a period of 3-7 
days (depending on well type) for the steam to soak in, before opening it up again for 
production. 

Many wells but drilling is fast and low-cost. To develop this block, RHP intends to 

drill 300-500 wells over the next five years. Each well will only take two days to reach 
total depth and will be at a relatively cheap cost of USD50,000 per well, the cost of 
which will be recovered under the “cost recovery” component of the PSC. By the end 
of the 20-year production period, we expect RHP to have drilled 2,458 production 
wells and 820 injection wells in this field, in accordance with the consultants’ field 
development plans.  

Figure 28:  Field development programme 

 

Source: GCA  

 

Four-year delay hopefully over. The development plan for Fuyu-1 has been 

delayed by a total of four years. In 2009-10, the great financial crisis hit and oil prices 
tumbled, putting in question the commercial viability of this field. This was followed by 
personnel changes in CNPC and PetroChina, and the overall change in the Chinese 
leadership. The ODP was finally approved by CNPC in Aug 2012 and approval from 
the central government should be received by 4QFY13.  
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Phased field development means 50% of contingent resources upgrade in 
2014. RHP will develop the Fuyu-1 shallow oil field in two phases. As such, 50% of 

the 35mmboe of 2C contingent resources will be brought to 2P reserves on final ODP 
approval, and we expect the remainder to be upgraded in 2015, contingent on 
acceptable production rates in Phase 1 during 2014. 

Hyperbolic decline curve. The type curve of a well characterises the production-

against-time pattern of an oil well. Unlike the fields in the Island and Basin PSCs, the 
wells in the Fuyu-1 block should follow a hyperbolic decline curve, ie on a logarithmic 
scale, the line will still exhibit a curve that is convex to the origin, indicating a rapid 
rate of decline. This is to be expected – the pattern is consistent with unconventional 
oil fields. However, investors should note that the use of a hyperbolic decline curve 
assumption can lead to an overestimation of reserves. In this case, lacking additional 
information, we rely on GCA’s best estimate of 2C contingent resources and assume 
that the 35mmboe figure is correct. 

Figure 29:  Curving on a logarithmic scale 

 

Source: GCA  

 

High drilling programme should arrest natural decline. The development plan for 

Fuyu-1 involves drilling about 120 wells per year through 2019 in Phase 1, and more 
than double the drilling activity from 2020 to 2024. Even though the production rate 
per well falls off rather quickly, overall production will increase through the sheer 
number of wells being brought online. We expect oil production in the Fuyu-1 block to 
grow rapidly, peaking at 21,000boepd in 2025 before being allowed to slide down to 
the end of the PSC’s economic life. 

Figure 30:  New wells arrest natural decline Figure 31:  Production ramp-up through 2025  

  

Source: GCA, OSK-DMG Source: GCA, OSK-DMG 
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Capex and opex assumptions assumed in line with consultant estimates; 94% 
will be covered by oil sales. We have modeled, with an upward adjustment, the 

following capex and opex estimates provided by GCA (see Figure 32). Investors 
need not be alarmed at the large total numbers – none of the following figures are 
committed, meaning that should production come in too far below expectations, 
development plans can be changed. Also, our model indicates that 93.5% of the total 
capex and opex will be recovered in the year of cash outflow through the cost 
recovery mechanism, leaving only 6.5% to be depreciated over the PSC life. 

Figure 32:  Capex breakdown and annual expected capex 

 
 

 
Source: GCA  
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Figure 33:  Annual expected operating expenditure 

 
 
Source: GCA  

 

Potential exploration upside to Fuyu-1. In July 2011, the exploration well JF001 

drilled into a deeper zone, reaching total depth at 2,272 m. It discovered a net 30 m-
column of net pay in tight gas sand. Seismic reprocessing has been completed and 
the interpretation is currently ongoing. The prospective resources have been 
estimated at 162BCF, or 27mmboe. 

Targeting gas production in 2015. We understand that the plan is to sell the gas 

via a 10 km pipeline, and that the gas sales agreement is currently being negotiated. 
RHP should be drilling a second appraisal well in 2014 after the agreement is signed, 
which would then bring the 27mmboe to 2C contingent resources. 
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Indonesian exploration block: West Belida PSC 

 

Small oil field. West Belida PSC spans an area covering 1,402 km
2
 in the prolific 

South Sumatra Basin, located next to the known producing trend of Piano, Gambang, 
and Kenong fields. RHP is the operator with a 94% working interest, with the other 
6% owned by PT Bayu Energy Lestari. It has also completed 240 km of 2D seismic in 
Aug 2011. Its prospective resources currently stand at 5mmboe. 

Figure 34:  West Belida off Sumatra Figure 35:  Successful exploration well  

 

 

Source: Company Source: Company 

 

Exploration well hit net pay. The Gitar-1 well reached a total depth of 4,000 feet in 

Nov 2012 with about 100 feet of net pay. The well was drilled at a cheap USD2m 
cost. 

Second well planned in 2014. RHP plans to drill a second well in 2014, which 

should bring the 5mmboe to 2C contingent reserves. There is, of course, further 
exploration upside to this block. 

Production likely to begin in 2017. The plan of production for West Belida will be 

submitted in 2016, following which production should begin in 2017. We expect the 
field to begin production at 2,000bbl/day at a 10% annual decline rate, and to be 
connected to existing infrastructure in the area. 

 

 

 



  RH Petrogas (RHP SP) 
1 October 2013 

 

 

See important disclosures at the end of this report 30 

 

Malaysian exploration block: SK331 PSC 

 

Huge gas field. SK331 is the onshore extension of the very prolific Balingian basin 

where many large O&G fields are located offshore. It spans an area of 11,600 km
2
. 

RHP is the operator with an 80% working interest and Petronas Carigali Sdn Bhd 
enjoys a 20% carry. The PSC was signed on 6 Dec 2012 and expires in 2039. 

Figure 36:  Northwest Kalimantan Figure 37:  Abstract art with a very real NPV 

 

 

Source: Company Source: Company 

 

Early exploration stage with huge upside. Between 1QFY13 and 3QFY13, RHP 

has already reprocessed the existing seismic data and has conducted an aerogravity/ 
aeromagnetic survey. RHP plans to perform surface geochemistry over the block in 
4QFY13, whereby shallow holes will be drilled to detect any hydrocarbon seepage. 
This will be followed by a new 2D seismic acquisition and exploration drilling over the 
next two years. Volumetric analysis indicates that the prospective resources in this 
area are 180mmboe – if even just 10% eventually makes it to production, it would 
more than double RHP’s existing 2P reserves. 
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Targeting acquisition of more PSCs in the region 

 

RHP on the acquisition trail. We understand that RHP is currently evaluating a 

number of potential acquisitions in the region. The group’s senior management each 
has more than 35 years of experience working in O&G companies in the region and 
thus possesses the requisite strong relationships and technical knowledge. 

Figure 38:  Core competencies on the regional map 

  
Source: OSK-DMG estimates 

 

Acquisition criteria. From our discussions with management, we understand that it 

has a very clear set of criteria for target acquisitions, which include the following: i) 
low-to-medium risk assets, with risk being mitigated through the existence of 
producing fields nearby or having had historical production; ii) high working interest; 
iii) onshore blocks preferred over offshore; and iv) potential to bring production 
onstream in the near term. 

Strong potential for Myanmar entry. In 2QFY13, RHP walked away from a farm-in 

option for a 50% stake in the M-1 offshore block in Myanmar. We understand that the 
field in question was too small, and drilling costs would have been too high for such a 
small payoff, thus management’s decision looks rational. We would rather see capital 
employed more gainfully in a high-payoff-lower-risk prospect. 

The very fact that management had such an option available indicates that RHP has 
good connections with decision-makers in the O&G industry in Myanmar. This leads 
us to believe that there is a strong potential for RHP to acquire other assets in 
Myanmar. Beyond the NPV-positive fundamentals of such an acquisition, the stock 
could also react positively given the high excitement value over the country. We note 
in particular the share price outperformance of Interra Resources (ITRR, NR), which 
was revalued from SGD0.10 in early 2012 to above SGD0.50 in early 2013. 
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Key Valuation Driver: 2C Moving To 2P Reserves 
 

Alternative “reserves growth” method to value E&P companies. Apart from 

valuing individual oilfields with DCF models, an alternative is to value each oilfield’s 
reserves based on per-barrel values of recent transactions. While this approach 
sacrifices detailed year-by-year modeling and analysis of individual oilfields, it has the 
advantage of being able to demonstrate how a company’s value can increase from 
exploration successes, overcoming the main difficulty of being unable to use a DCF 
model for the uncertain prospects of fields in the early exploration stages. 

Key assumptions and valuation process. We make a number of significant 

assumptions, all aimed at erring on the side of conservatism:  

i. We assume all production frozen at this point in time, thus all producing 

assets’ 2P reserves remain constant. As lifting oil from the ground and 
selling it is a positive-NPV activity, production freeze reduces our overall 
valuation.  

ii. Each barrel of 2P reserves valued using the NPV of the oilfield in 
question. The Basin PSC currently has a USD16.1/bbl value while the 

Island PSC has a USD14.6/bbl value – as the latter is smaller, its per-barrel 
costs are higher for now. Fuyu-1 has a USD10.0/bbl value because of its 
lower-quality heavy crude. The market value of 2P reserves in a good-
quality, young oilfield can be in the USD20-25/bbl range. Most of the 2C 
reserves to be moved to 2P are younger and of higher-quality, but we value 
them at the same price/bbl as for the old wells.  

iii. 2C contingent resources all valued at 50% of 2P reserves. This is in line 

with commercial practice in the E&P industry. Note that our earlier penalty to 
2P valuation imparts an additional burden to valuation here, biasing 2C 
resource valuations downwards; 

iv. Based on exploration and appraisal well drilling plans, we map out the 
most probable path of RHP’s prospective resources to 2C resources to 
2P reserves. For example, the Fuyu-1 shallow-oil field will likely see its 

Overall Development Plan (ODP) being approved in late-2013. With the 
contingency hurdle being cleared, the oil in ground now has a much higher 
market value, and we bring 50% of the 2C resources to 2P reserves in line 
with the phased development plans. Similarly, the Zircon well spudded in 
Sept 2013 will likely result in sufficient well-logging proof to bring the 
14mmboe of prospective resources into 2C resources. 

v. We assign zero-value to all prospective resources. This is extremely 

harsh by industry standards, but in the interests of protecting shareholders, 
we opt for this conservative measure. – Even assigning a USD0.5/bbl figure 
to resources can raise the 2013 valuation by more than 50%! Typically, the 
commercial method is to “risk” the resources at a factor of about 5% to 25%, 
and then multiply the figure by a low USD/bbl value. Thus, RHP’s 
1,044mmboe of prospective resources may be multiplied by 25% and then 
by a value of USD2/bbl. This results in an additional USD522m to the equity 
value, or SGD1.06 per share. 

vi. The 2P/2C/prospective resources are multiplied by their respective 
NPV/boe values and the total is reduced by net debt to find the equity 
value of the firm. In FY13F, we assume that all contingent wells are drilled 

and the net debt increases by USD42.5m from 2QFY13’s figure. We 
assume USD50m of drilling costs per year in FY14F/15F, lower than FY13F 
as this year includes expensive offshore wells which may not be repeated in 
the next two years. 

First-cut valuation today is already SGD1.05 per share, rising quickly to 
SGD2.40 per share in FY14F. Despite using these extremely conservative 

assumptions, our model indicates that the market value of RHP’s oilfields today is at 
least USD572m. Subtracting net debt and adjusting for the currency, each RHP 
share should trade at SGD1.05 today to reflect the value of RHP’s readily-saleable 
assets. 
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Figure 39:  Reserves and resources valuation as of 30 Sept 2013  

Equity 2P 2C Prospective 

Resources

2P Value 2C Value PR Value 2P Value 2C Value PR Value

Country Field % mmboe mmboe mmboe USDm/ 

mmboe

USDm/ 

mmboe

USDm/ 

mmboe

USDm USDm USDm

Indonesia Basin 60% 9.0 16.1 144.7 0.0 0.0

Indonesia Island 33% 2.0 14.6 29.3 0.0 0.0

China Fuyu-1 - Shallow Oil 49% 35.0 10.0 5.0 0.0 175.3 0.0

11.0 35.0 0.0 173.9 175.3 0.0

Development / Re-activation / Appraisal Drilling Stage

Indonesia Basin - Klalin 60% 9.5 8.0 0.0 76.4 0.0

Indonesia Island - TBC 33% 7.0 7.3 0.0 51.2 0.0

Indonesia Island - Koi 33% 5.0 7.3 0.0 36.6 0.0

Indonesia Island - North Sele 33% 5.7 7.3 0.0 41.7 0.0

Indonesia Island - Zircon 33% 14.0 0.0 0.0 0.0 0.0

China Fuyu-1 - Deep Gas 49% 27.0 0.0 0.0 0.0 0.0

0.0 27.2 41.0 0.0 205.8 0.0

Exploration Stage

Indonesia West Belida 94% 5.0 0.0 0.0 0.0 0.0

Malaysia SK331 80% 180.0 0.0 0.0 0.0 0.0

Indonesia Basin - Walio / Arar 60% 432.0 0.0 0.0 0.0 0.0

Indonesia Island - Koi & Sele Strait 33% 386.0 0.0 0.0 0.0 0.0

0.0 0.0 1,003.0 0.0 0.0 0.0

Total 11.0 62.2 1,044.0 173.9 381.1 0.0

Value 

(USDm)

Per 

Share2P 173.9 0.28

2C 381.1 0.62

Resources 0.0 0.00

Add cash 28.6 0.05

Less debt -65.3 -0.11

Equity value 518.4 0.84

Shares (m) 615.3 USD/boe

Forex rate 1.25 Implicit EV/2P Valuation 47.1

Equity value (SGD) 1.05 Implicit EV/(2P+2C) Valuation 7.1

Production / Near-production

 
Source: OSK-DMG 

 

We expect a large surge in RHP’s valuation in FY14F, driven mainly by appraisal 
drilling of high-impact wells in the Indonesian PSCs of Basin and Island. From today’s 
11mmboe of 2P reserves, we expect an addition of 17.5mmboe from: i) the Fuyu-1 
Block by Dec 2013, ii) 9.5mmboe from North Klalin in the Basin PSC in 2014, and iii) 
7mmboe from the TBC field in the Island PSC. This would bring 2P reserves up to 
45mmboe, four times what it is today, driving the surge in valuation through the 
multiplier effect of the higher per-barrel market price of 2P reserves. 

Moving prospective resources to 2C resources also adds significant value. The 

drilling of exploration wells is another source of high-impact value creation, because 
successful drills will bring prospective resources (which we value at zero) into 2C 
resources (which we value at a conservative range of UDS7.3-8.0/bbl). The current 
drilling of the second deep well in Fuyu-1, following the first successful one, should 
deliver proof of gas and bring the entire 27mmboe of prospective resources in Fuyu-1 
to 2C resources. We expect the 5mmboe in the West Belida PSC to be successfully 
explored. RHP has also stated plans to explore the Walio and Arar prospects in the 
Basin PSC, targeting 38mmboe of 2C resources. Together, the upgrades of these 
prospective resources to 2C resources will be sufficient to drive the market value of 
RHP’s oilfield assets to SGD2.40 per share. 

Note that we have left significant upside potential in the form of the 180mmboe of 
prospective resources in the Malaysian SK331 PSC and the 386mmboe in the Koi 
and Sele Strait part of the Island PSC. Should RHP embark on a drilling programme 
in these areas, we will likely see further upside to this valuation. 



  RH Petrogas (RHP SP) 
1 October 2013 

 

 

See important disclosures at the end of this report 34 

 

Figure 40:  Reserves and resources valuation outlook at 31 Dec 2014  

Equity 2P 2C Prospective 

Resources

2P Value 2C Value PR Value 2P Value 2C Value PR Value

Country Field % mmboe mmboe mmboe USDm/ 

mmboe

USDm/ 

mmboe

USDm/ 

mmboe

USDm USDm USDm

Indonesia Basin 60% 9.0 16.1 144.7 0.0 0.0

Indonesia Island 33% 2.0 14.6 29.3 0.0 0.0

China Fuyu-1 - Shallow Oil 49% 17.5 17.5 10.0 5.0 175.3 87.6 0.0

Indonesia Basin - Klalin 60% 9.5 16.1 152.7 0.0 0.0

Indonesia Island - TBC 33% 7.0 14.6 102.4 0.0 0.0

45.0 17.5 0.0 604.3 87.6 0.0

Development / Re-activation / Appraisal Drilling Stage

Indonesia Island - Koi 33% 5.0 7.3 0.0 36.6 0.0

Indonesia Island - North Sele 33% 5.7 7.3 0.0 41.7 0.0

Indonesia Island - Zircon 33% 14.0 7.3 0.0 102.4 0.0

China Fuyu-1 - Deep Gas 49% 27.0 2.5 0.0 67.6 0.0

Indonesia West Belida 94% 5.0 8.0 0.0 40.2 0.0

0.0 56.7 0.0 0.0 288.5 0.0

Exploration Stage

Malaysia SK331 80% 180.0 0.0 0.0 0.0 0.0

Indonesia Basin - Walio / Arar 60% 38.0 394.0 8.04 0.0 0.0 305.4 0.0

Indonesia Island - Koi & Sele Strait 33% 386.0 0.0 0.0 0.0 0.0

0.0 38.0 960.0 0.0 305.4 0.0

45.0 112.2 960.0 604.3 681.5 0.0

Value 

(USDm)

Per 

Share2P 604.3 1.0

2C 681.5 1.1

Resources 0.0 0.0

Add cash 28.6 0.0

Less debt -134.8 -0.2

Equity value 1,179.7 1.9

Shares (m) 615.3 USD/boe

Forex rate 1.25 Implicit EV/2P Valuation 26.2

Equity value (SGD) 2.40 Implicit EV/(2P+2C) Valuation 7.5

Production / Near-production

 
Source: OSK-DMG 
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FY15F market value of SGD3.24 per share. By FY15, RHP should have 2P 

reserves of 67mmboe, with the rest of Fuyu-1 becoming proved and the Klalin, TBC, 
and Koi areas being brought to production stage. Given the USD50m drilling 
expenditure we assume, RHP should reasonably be able to bring an additional 5% of 
the prospective resources in SK331, Walio & Ara, and Koi & Sele Strait prospects 
into 2C resources. This will boost the year-end 2C contingent resources total to 
145mmboe. The market value of this asset profile would be SGD3.24 per share. 

 

Figure 41:  Reserves and resources valuation outlook at 31 Dec 2015  
Equity 2P 2C Prospective 

Resources

2P Value 2C Value PR Value 2P Value 2C Value PR Value

Country Field % mmboe mmboe mmboe USDm/ 

mmboe

USDm/ 

mmboe

USDm/ 

mmboe

USDm USDm USDm

Indonesia Basin 60% 9.0 16.1 144.7 0.0 0.0

Indonesia Island 33% 2.0 14.6 29.3 0.0 0.0

China Fuyu-1 - Shallow Oil 49% 35.0 10.0 350.6 0.0 0.0

Indonesia Basin - Klalin 60% 9.5 16.1 152.7 0.0 0.0

Indonesia Island - TBC 33% 7.0 14.6 102.4 0.0 0.0

Indonesia Island - Koi 33% 5.0 14.6 73.1 0.0 0.0

67.5 0.0 0.0 852.8 0.0 0.0

Development / Re-activation / Appraisal Drilling Stage

Indonesia Island - North Sele 33% 5.7 7.3 0.0 41.7 0.0

Indonesia Island - Zircon 33% 14.0 7.3 0.0 102.4 0.0

China Fuyu-1 - Deep Gas 49% 27.0 2.5 0.0 67.6 0.0

Indonesia West Belida 94% 5.0 8.0 0.0 40.2 0.0

0.0 51.7 0.0 0.0 251.9 0.0

Exploration Stage

Malaysia SK331 80% 9.0 171.0 8.0 0.0 0.0 72.3 0.0

Indonesia Basin - Walio / Arar 60% 64.8 367.2 8.0 0.0 0.0 520.8 0.0

Indonesia Island - Koi & Sele Strait 33% 19.3 366.7 7.3 0.0 0.0 141.2 0.0

0.0 93.1 904.9 0.0 734.3 0.0

67.5 144.8 904.9 852.8 986.2 0.0

Value 

(USDm)

Per 

Share2P 852.8 1.4

2C 986.2 1.6

Resources 0.0 0.0

Add cash 28.6 0.0

Less debt -184.8 -0.3

Equity value 1,682.9 2.7

Shares (m) 615.3 USD/boe

Forex rate 1.25 Implicit EV/2P Valuation 24.9

Equity value (SGD) 3.42 Implicit EV/(2P+2C) Valuation 7.9

Production / Near-production

 
Source: OSK-DMG 
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Work Programme & Capex Plans 
 

More catalysts to unfold in coming quarters. For any E&P company, drilling plans 

and results form a major component of news flow. For RHP, the first half of 2013 was 
relatively quiet, with only two wells drilled. However, in 3QFY13 alone, RHP will be 
drilling four wells in Indonesia – two development wells in the Klalin area of the Basin 
PSC, one exploration well in the Zircon prospect, and one appraisal well in the Koi 
complex. 

Heavy capex on potentially high-impact regions. RHP will spend USD20m on 

these four wells alone. However, the payoffs are likely to be large – the development 
wells will bring more production online in the Basin PSC, for which we believe the 
market will react very positively as it understands the immediate benefits of 
increasing production.  

The exploration well in Zircon is likely to bring the 14mmboe of prospective resources 
into 2C contingent resources (the adjacent Koi-1 well drilled in 2000 flowed 980bpd 
and 2.7mmscfd on test, raising chances of hitting net pay in Zircon). Today, the 
Zircon-1 well has been completed and we are now awaiting well-logging results.  

The fourth well, the appraisal well in the Koi complex, will soon be drilled. We expect 
the results of this appraisal well to prove the 5mmboe of 2C contingent resources 
attributed to the Koi complex now. Following the POD approval, these 5mmboe 
should be moved to 2P reserves in 2014. 

 

Figure 42:  Plan of work for RHP in 2013 

 
Source: OSK-DMG estimates 

 

Expect all contingent wells to be drilled. The three contingent wells refer to two in 

Zircon and one in the Koi complex. As we expect successful appraisal results, we 
take these contingent drilling costs into account. We expect the three appraisal wells 
to cost RHP USD18m in total. If the ODP for Fuyu-1 gets final approval in 4QFY13, 
the 30 development wells in Fuyu-1 will cost a total of USD1.5m, bringing RHP’s 
drilling capex in 2HFY13 up to USD42.5m. 

Bringing half of the Fuyu-1 2C contingent resources to production will raise the 
market value of RHP by about USD87.5m, based on our NPV/boe figure of 
USD10.0/bbl in the Fuyu-1 complex. This already more than offsets the drilling cost, 
before factoring in the value accretion from the additional drilling work in the Zircon 
and Koi prospects. 
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Discovery in Basin-Arar could double RHP’s market cap. As stated above, RHP 

is targeting net recoverable resources of 52mmboe. We understand that apart from 
the 14mmboe in the Zircon prospect, it is targeting another 38mmboe of working 
interest in the Arar area of the Basin PSC. Using our conservative methodology 
(applying 50% of the NPV/boe in Basin PSC to value new 2C resources), this would 
add USD310m (USD16.1/boe x 50% x 38mmboe) of market value to RHP if 
successful, which is almost equal to RHP’s current market cap. 

Assumptions for FY14F and FY15F. If RHP drills all contingent wells this year, its 

capex would total USD70m. For the next two years, we are assuming USD50m 
capex in exploration and drilling. We are projecting lower figures because FY13 saw 
an unusually large number of expensive offshore well drills but going forward, we 
expect the balance to shift back towards onshore wells. RHP’s share of costs per 
onshore well is only USD2m-3m, compared to USD6m per offshore well. 

Investors need to take exploration failure in stride. Investment in any E&P 

company faces high-risk-high-return prospects. Typically, only one in 10 exploration 
wells in the world will be successful, although this figure rises sharply to one in five in 
producing regions and even higher in some places. RHP has already mitigated part 
of this risk for shareholders, with its assets being low-to-medium risk as the PSCs 
already have ongoing production. Nonetheless, exploration failures are still to be 
expected, but investors can take heart in the law of large numbers – RHP should 
strike oil in at least one in five wells, and the payoff of such a find would far exceed 
the cost of the other four failures. 
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Development & Production 
Production to surge next three years. We expect RHP’s working interest 

production to surge from 4,300boepd in FY12 to 6,500boepd by end-FY14F and 
11,000boepd at end-FY15F. The near-term surge will be driven by the ramp-up of 
initial production in Fuyu-1 in FY14 and gas production in the TBC field in the Island 
PSC in FY15. Note that these are end-of-year flow rates and will likely be different 
from the average production rate over the year. 

Figure 43:  Production ramp-up  

Title:

Source:
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Source: OSK-DMG 

 

Figure 44:  End-of-year expected production rates   

2012 2013 2014 2015 2016 2017 2018 2019 2020

Basin (boepd) 3,701 4,256 5,107 6,129 7,048 6,343 5,709 5,138 4,624

Island 599 619 1,007 1,309 1,440 1,296 1,166 1,049 944

Fuyu 0 0 395 1,970 3,953 5,236 5,677 6,792 7,997

TBC 1900 1805 1715 1629 1466 1320

Zircon and Koi 10000 11000 12000 10800 9720

Fuyu Deep Gas 3000 3000 3000 3000 3000

Belida 2000 1900 1805 1715

SK331 3000 4000 5000

Total 4,300 4,875 6,508 11,307 27,246 30,589 34,080 34,050 34,320
 

Source: OSK-DMG 

 

Key assumptions. The production figures for Basin, Island, and Fuyu are derived 

from our NPV models. TBC is a gas-and-condensate field with a 5% decline rate with 
no initial ramp-up. We expect Zircon and Koi to be brought online at 30,000boepd, 
with RHP’s working interest being 10,000boepd. Production will be increased 
annually for two more years, before declining at 10% a year. The decline rate is 
somewhat higher because of the high initial output volume. 

The sale contract for the Fuyu-1 deep gas is not yet finalised, but we assume a 
constant sales volume per annum. This would constrain RHP’s production to a flat 
3,000boepd per year. We assume West Belida and SK331 will begin production in 
2017 and 2018 respectively, with a production ramp-up for the latter’s massive field. 

30,000boepd in four years. By the end of 2017, we expect RHP to be producing at 

a daily rate of 30,589boepd, with further potential for growth. Indeed, the bulk of 
upside remains in two sources: i) new fields explored in Island and Basin PSCs 
(Walio, Arar, Sele Strait complexes), and ii) acquisition of new oilfields that can be 
brought to production in the near term. 
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Key Risks 
Exploration risk. The single key risk for all E&P companies is that of not finding oil 

or gas. This would cause a write-off of the well and have a negative impact on current 
year earnings. This risk is balanced by the fact that the expected NPV of drilling is 
strongly positive, and that the payoff from a single successful well can easily reverse 
the losses on five to 10 failed wells. Furthermore, RHP’s assets are located in oil-
producing countries and being adjacent to currently-producing fields raises its 
exploration chance of success. 

NPV-concentration in Fuyu-1. Fuyu-1 currently accounts for just under 50% of our 

target equity value. As such, development delays, cost overruns, lower than expected 
production, higher than expected decline rates, and other operational issues in this 
block could have a disproportionately large effect on RHP’s current valuation. A 
source of risk mitigation is the upgrading of other fields into 2P reserves, thereby 
diversifying RHP’s production portfolio – our model indicates that Fuyu-1’s NPV will 
only account for about 30% of RHP’s NPV in FY14, and falling further to 20% in 
FY15.  

Political changes could delay exploration or development plans. This risk was 

realised when the Chinese government saw leadership changes, causing the 
development of the Fuyu-1 block to be delayed for four years. The upcoming election 
in Indonesia in 2014 could potentially bring about some disruption, though we view 
the risk as small. More critically would be changes in the O&G industry. We saw 
some of that recently when Indonesia’s industry regulator BPMigas was dissolved in 
Nov 2012 and replaced by SKKMigas, which in turn saw its head being arrested for 
corruption in Aug 2013. 

Sensitivity to oil price change and discount rate assumption. The value of an 

E&P company is sensitive to the oil price and the discount rates assumed in the NPV 
model. We have conducted a sensitivity analysis and the results are shown below. 
Today, RHP is trading as though the Brent oil price were USD83/bbl. 

Figure 45:  Sensitivity analysis  

Brent Price 90 95 100 105 110 115 120 125 130

RHP value per share (SGD) 0.89 1.04 1.19 1.33 1.47 1.59 1.70 1.80 1.89

Discount rate 6% 7% 8% 9% 10% 11% 12% 13% 14%

RHP value per share (SGD) 1.95 1.31 1.68 1.57 1.47 1.38 1.30 1.22 1.16
 

Source: OSK-DMG 

 

Dilution from equity fund raising. RHP has made no secrets about its plans for 

equity fundraising. The immediate concern is dilution to existing shareholders. Banks 
are in general highly unwilling to fund exploration drilling, thus this is a risk common 
to most E&P companies. However, we view the fundraising as a net positive – 
without the cash, the company cannot continue to drill, and existing shareholders will 
suffer from giving up the NPV-positive action of bringing resources into production. 
Furthermore, the placement of shares to institutional investors will increase the free 
float of the company, which is currently tightly held – it is 76.9%-owned by the 
majority shareholder – and this may increase the trading liquidity and thus reduce the 
“illiquidity discount” in the long run. 
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Appendix I: Glossary Of Technical Terms 
 

1P: Proved Reserves 

2P: Proven Plus Probable Reserves 

3P: Proved, Probable Plus Possible Reserves 

1C: Contingent Resources with low estimates 

2C: Contingent Resources with best estimates 

3C: Contingent Resources with high estimates 

Figure 46:  Resources classification system  

 
Source: GCA 
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Aerogravity/Aeromagnetic survey: A type of geophysical survey carried out using 

a magnetometer aboard or a tower behind an aircraft 

bbl: barrel – a unit of volume for crude oil and petroleum products 

boe: barrel of oil equivalent. Usually used to convert natural gas and condensate 

volumes for comparison and/or amalgamation with oil volumes 

boepd: barrel of oil equivalent per day 

bpd: barrels per day 

Brent Oil:  The price of oil from the Brent field in the North Sea. In many countries, 

Brent crude is used as a benchmark price and then adjusted for oil quality 

EV: Enterprise Value. Defined as the sum of market capitalisation and total interest-

bearing debt, less cash on hand. 

FPSO: Floating Production Storage and Offloading vessel, used to produce oil from 

offshore fields which is then stored in its tanks before being offloaded to a tanker on a 
regular basis 

G&G: Geological and Geophysical, used to locate and identify properties with 

potential to produce commercial quantities of oil and natural gas. 

IOC/NOC: International Oil Company / National Oil Company 

mmboe: Millions of Barrels of Oil Equivalent 

mmscfd: Million Standard Cubic Feet per day 

ODP: Overall Development Plan. A plan for an area that describes an overall 

integrated framework for development 

PSC: Production Sharing Contract. Signed between a government and contractor(s) 

that perform the actual exploration and development work. The PSC details the 
process of cost recovery and how the oil will be apportioned to each party  

Risking/Risked. A rule of thumb method to discount the volume of hydrocarbons in 

resources by only taking a certain percentage of the total figure. The resulting “risked 
estimate” is then used to value the resources. The percentage applied in risking start 
from 0% for a new play with no additional data acquired regarding its geology, to 
100% for a proven and producing field. 

Seismic reprocessing: A survey to produce detailed images of various rock types 

and their location beneath the Earth surface to determine the location and size of oil 
and gas reservoirs 

Surface geochemistry:  A petroleum prospecting tool based on the premise that 

upward migrated petroleum from deep source rocks and reservoirs can be detected 
in near-surface sediments and used to evaluate exploration potential. 

WTI: West Texas Intermediate. Another benchmark price for crude oil. 
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Financial Exhibits 
 

Profit & Loss (USDm) Dec-11 Dec-12 Dec-13F Dec-14F Dec-15F

Total turnover 89              86           96             124           186           

Cost of sales (57)             (54)          (62)            (81)            (125)          

Gross profit 33              32           35             42             61             

Gen & admin expenses (5)              (5)            (8)             (8)             (9)             

Other operating costs (7)              (8)            (8)             (3)             (3)             

Operating profit 20              18           19             31             49             

Operating EBITDA 33              29           30             45             66             

Depreciation of fixed assets (13)             (10)          (11)            (13)            (17)            

Operating EBIT 20              18           19             31             49             

Other recurring income 1               0             1              -            -            

Interest expense (2)              (2)            (3)             (5)             (6)             

Pre-tax profit 19              16           16             26             43             

Taxation (16)             (10)          (16)            (19)            (25)            

Profit after tax & minorities 3               6             1              7              19             

Reported net profit 3               6             1              7              19             

Recurring net profit 3               6             1              7              19             
 

Source: Company data, OSK-DMG estimates 

 

Cash flow (USDm) Dec-11 Dec-12 Dec-13F Dec-14F Dec-15F

Operating profit 20              18           19             31             49             

Depreciation & amortisation 13              10           11             13             17             

Change in working capital 7               (6)            (3)             (1)             5              

Other operating cash flow 3               5             (1)             0              0              

Operating cash flow 43              29           26             44             71             

Interest received 0               0             -            -            -            

Interest paid (1)              (2)            (3)             (5)             (6)             

Tax paid (11)             (8)            (16)            (19)            (25)            

Cash flow from operations 31              19           7              20             40             

Capex (28)             (28)          (71)            (50)            (50)            

Other investing cash flow (1)              (1)            -            -            -            

Cash flow from investing activities (29)             (29)          (71)            (50)            (50)            

Increase in debt 31              16           48             30             15             

Other financing cash flow (14)             (2)            -            -            -            

Cash flow from financing activities 17              14           48             30             15             

Cash at beginning of period 6               24           29             14             14             

Total cash generated 19              4             (15)            0              5              

Forex effects (1)              0             -            -            -            

Implied cash at end of period 24              28           14             14             18             
 

Source: Company data, OSK-DMG estimates 

 

 Break even expected in FY13F due to write-
offs of dry well and abandonment of farm-in 
option in Myanmar 

 Surge in profitability in FY15F from ramp-up 
in production of the Fuyu-1 block 

 RHP has had a consistent history of positive 
operating cash flow from selling oil 

 RHP exhibits an impressive negative cash-
conversion-cycle of between -200 to -400 
days 
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Balance Sheet (USDm) Dec-11 Dec-12 Dec-13F Dec-14F Dec-15F

Total cash and equivalents 24              29           14             14             18             

Inventories 5               6             8              10             15             

Accounts receivable 6               9             12             15             23             

Other current assets 1               1             1              1              1              

Total current assets 35              44           34             40             57             

Tangible fixed assets 65              68           127           164           197           

Intangible assets 140            140          140           140           140           

Total other assets 55              67           70             70             70             

Total non-current assets 259            275          337           374           407           

Total assets 294            319          371           413           465           

Short-term debt 1               5             54             84             99             

Accounts payable 49              49           51             56             74             

Other current liabilities 6               3             3              3              3              

Total current liabilities 56              58           107           142           175           

Total long-term debt 79              37           37             37             37             

Other liabilities 50              43           45             45             45             

Total non-current liabilities 128            80           82             82             82             

Total liabilities 184            138          189           224           257           

Share capital 138            200          200           200           200           

Retained earnings reserve (28)             (19)          (22)            (15)            3              

Other reserves -             -          -            -            (0)             

Shareholders' equity 110            181          178           185           203           

Other equity -             -          4              4              4              

Total equity 110            181          182           189           208           

Total liabilities & equity 294            319          371           413           465           
 

Source: Company data, OSK-DMG estimates 

 

Key Ratios (USD) Dec-11 Dec-12 Dec-13F Dec-14F Dec-15F

Revenue growth (%) 76.2 (3.4) 11.5 28.4 50.6

Operating profit growth (%) 214.2 (8.0) 2.2 66.2 58.3

Net profit growth (%) 65.0 108.2 (90.0) 1094.4 153.5

EPS growth (%) 64.8 83.5 (91.6) 1094.4 153.5

Bv per share growth (%) 0.5 22.6 (1.9) 4.1 10.0

Operating margin (%) 22.4 21.3 19.5 25.3 26.5

Net profit margin (%) 3.3 7.1 0.6 5.9 9.9

Return on average assets (%) 1.0 2.0 0.2 1.9 4.2

Return on average equity (%) 2.7 4.2 0.3 4.0 9.5

Net debt to equity (%) 51.3 7.6 42.3 56.5 56.5

Recurrent cash flow per share 0.07 0.04 0.01 0.03 0.07
 

Source: Company data, OSK-DMG estimates 

 

 Healthy balance sheet with only 18% net debt 
today 

 If no placement is done, expect net gearing to 
rise to 56% in FY14F 

 

 Standard operating metrics like P/E and ROE 
are not useful in valuing E&P companies as 
the market value of their oilfields could 
skyrocket on discoveries, without any 
income-statement impact 
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SWOT Analysis 
 

 Enjoys higher probability of discoveries in its oilfields 
which have existing production 

 Strong pipeline of drilling plans to move resources to 
reserves 

 Senior management each with more than 35 years of 
relevant experience 

  Rising oil prices 
would make 
future 
acquisitions 
more 
expensive, but 
also increases 
value of 
existing assets     

 Management 
possesses the 
industry 
network to 
expand further 
into Myanmar 
and other 
Asean countries 

 

   

    

  Exploration plans can be delayed by political events 
in regional countries 

 Low volume in quoted shares  
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Source: Company data, OSK-DMG estimates  Source: Company data, OSK-DMG estimates 

 

Company Profile 
RH Petrogas is a small exploration & production company with oil & gas concessions in Indonesia, Malaysia and China. It has two 
producing fields in Indonesia and is currently developing the Chinese concession for production. Exploration and appraisal wells are 
planned for concessions in Malaysia and Indonesia. 
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RHB Guide to Investment Ratings 
 
Buy: Share price may exceed 10% over the next 12 months 
Trading Buy: Share price may exceed 15% over the next 3 months, however longer-term outlook remains uncertain 
Neutral: Share price may fall within the range of +/- 10% over the next 12 months  
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