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Antares Benchmarked (AZZ)

Antares is a buy ...
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Bi-monthly Lucky Draw!

If you renew your subscription
(or, as an ex-subscriber, you
re-subscribe to StockAnalysis),
you stand in line to win a case
of premium wine by the award-
winning Swings & Roundabouts
Wine Estate in Margaret River.

For January 2012, we would
like to congratulate our lucky
winner Mr E. J. Palmer Esquire
of NSW. A case of mixed wines
is on the way ... enjoy!

Indices & Prices

As at Close Jan 24th, 2012

All Ordinaries 4,286.40
Energy Index 13,823.50
Brent AU$/bbl 105.02
AUS$/USS 1.0478

All Ordinaries

4,600
4,400 A\
A [\\ lfr
4,200 'v‘ v vv“
4,000 h
\

3,800 T T T T

— — — — —

EU . (|

=] (% ° > 5]

2 & o 2 &

Jan-12

Written under AFSL: 259730

January 25th 2012

-~
SIS AZZ Special Edition

By Peter Strachan
v - '_.'.'-3 . - 5 ’
Originally Published Wednesday, 25 Jamuary 207

AZ

AZZ - Capital Structure

2 s

Antares Benchmarked

Recommendation: Antares is a buy.

Steady build-up of oil production igixr/isrt(izlse?notes 26(7):2 :
through 2012, combined with ongoing Performance rights 8.2 m
corporate activity in the Permian Basin Total T 2682 m
surrounding Antares’ leases, should Net Cash (est) $m. )
boost the company’s share price to at Price $0.395
least 60 cents by mid 2012. Market Cap $m. $ 103 m.
EV $m. $ 122 m.

Just one month ago on 22"% of December 2011, US listed gas producer PCD
Energy, sold a parcel of 10,200 net acres of leases in the Permian Basin which were
producing 1,100 BOEPD, for a sum of $175 million. PCD is predominantly a natural
gas producer and may well have been feeling the pinch as US gas prices fell below
$2.50/mmBtu, encouraging it to cash in on one of its better assets, so that it would
have funds to buy bargains down the track from even more distressed sellers.
StockAnalysis brings this comparative value to subscribers to illustrate how
undervalued Antares is compared with both the current market value of its Permian
assets and also, how even more undervalued it is compared with its risked
exploration and development values.

Applying a rule of thumb value of $65,000 per barrel of PCD Energy’s Permian Basin
oil production per day breaks this sum up into $72 million for the production and
$10,147 per acre. Valuing Antares’ Permian interests on the same basis, produces a
target value of $375 million or $1.44 per share for AZZ.

PCD Energy sale of 10,200 Permian acres for $175m with 1,100 BOEPD

$10,147 per acre $ 103 m.
plus $65,000 per BOEPD $ 72 m.
$ 175 m.
Look-through Value AZZ $m.
BOEPD — 1,100 % 72
Net Acres 29,880 $ 303
$ 375 $ 1.44 per share

Source: Strachan Corporate Pty Ltd

(Continued on page 2)
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If Antares was to sell its Permian assets today, and there is no indication that this is
currently the company’s game plan, then some tax would be payable on any capital
gain, unless the company was to take advantage of Section 1031 of the US tax code
and defer the tax indefinitely by redeploying its capital into another asset in the
Permian Basin within 12 months of the sale. For the purposes of this evaluation,
StockAnalysis assumes that capital gains tax is paid leaving a value of $1.13 per
share net of tax, which is well above the current level of 39 cents per share.

Antares Valuation Matrix Antares is building further on its asset
AZZ - Asset Value Range $ per Share Comment Vallilatlon .as production from Permian
sm projects is boosted _towards 2,500
Gulf Coast production 6 8 0.02 0.03 Estimate BOEP[_) over the ,C_Ommg 12 montbhs,
Permian Assets 293 302 113 151 @ PCD look-through following the addition of at least 24
EFS Term Assignment 16 25 0.06 0.10 25% of $8K/acre and up to 30 new production wells.
Cash (est) 6 6 0.02 0.02 Estimate Assessing the risked exploration
Debt (10) (10)  (0.04) (0.04) potential of the company’s Permian
Convertible note (a5) (@5) (0.06) (0.06) tenements, lifts StockAnalysis’ target
Other (16)' (16)  (0.06) (0.06) Corporate value to $392 million, or $1.51 per
280 = 390 1.08 1.50 share, prior to any tax consideration.
Exploration Value 50 50 0.19 0.19 Risk adj
Total Value 330 440 1.27  1.69

Source: Strachan Corporate
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Tel: 08 9272 6555 Fax: 08 9272 5556

Website: www.stockanalysis.com.au
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Small research operations/investment publications like StockAnalysis depend on the cooperation of their subscribers to
stay in business. If you pay for and value the information we provide please don’t copy StockAnalysis to others.

Disclaimer
The information or advice (including any financial product advice) herein is believed to be reliable and accurate when issued however,
Strachan Corporate Pty Ltd ABN 39 079812945; AFSL 259730 (“Strachan”), does not warrant its completeness, reliability or accuracy.
Strachan, its Directors and their Associates from time to time may hold shares in the securities mentioned in this report and therefore
may benefit from any increase in the price of those securities. Opinions and estimates constitute Strachan’s judgment. The author
certifies that the views expressed in this document accurately reflect the analyst's personal views about the subject company and are
subject to change without notice. Strachan, its officers, agents and employees exclude all liability whatsoever, in negligence or
otherwise, for any loss or damage relating to this document to the full extent permitted by law. This material is not intended as an
offer or solicitation for the purchase or sale of any financial instrument. The investments and strategies discussed herein may not be
suitable for all investors. In preparing such general advice no account was taken of the investment objectives, financial situation and
particular needs of a particular person. Therefore, before acting on the advice, you should consider the appropriateness of the advice,
having regard to your objectives, financial situation and needs. There may be a product disclosure statement or other offer document
for the securities and financial products we write about in StockAnalysis. You should obtain a copy of the product disclosure statement
or offer document before making any decision about whether to acquire the security or product. If you have any doubts you should
contact your investment advisor. The investments discussed may fluctuate in price and changes in commodity prices and exchange
rates may have adverse effects on the value of investments.
Since January 2011, Strachan Corporate has undertaken commissioned research or provided corporate advisory services to the
following companies, for which it has received a fee. NuEnergy Gas, Philips River, Jatenergy, TUC Resources, Verus Investments, PMI
Gold, Iron Ore Holdings, Grand Gulf, Elk Petroleum, Transerv Energy, Mutiny Gold, Castlemaine Goldfields, European Gas, European
Energy, Norwest Energy, Mako Energy, Oilex, Matsa Resources, Mindax Resources, Iron Road, Aurora Minerals,. In addition, over that
period Strachan Corporate has delivered lectures at several Universities, provided expert witness statements and confidential financial
services and advice to listed companies, several private investment companies and institutions as well as private investors. Disclosure
of interests in these confidential actions by Strachan Corporate is only appropriate should Strachan Corporate determine a potential for
conflict of interest.
The author has small holdings in shares of GLH, NWEO, ACE, WHE, SRI. Modest holdings in TUC, BFG, MAD, ADX, ROC, NMS, OEL,
NXS, UXC, COF, SUN, COE, HZN, TAP, AWE, TSE, ANZ, PTM, WPL, & and larger holdings in CUE, AZZ & HAV.
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I would like to receive StockAnalysis by: [] email [] mail*
| would like to subscribe for: 112 months ($449) ] 6 months ($227) [ 3 months ($115)

Name
Address

Phone # | Email |

Invoice me []
Mastercard [] Bankcard []  Visa[] Amex []
Card Name

Card Number

Exp Date | |/ | Signature |

EFT Deposit []
Bank National Australia Bank, Melbourne Victoria 3000
Account BSB: 083 004 Account# 558 371 230 Account name Pex Publications Pty Ltd

Please fax to (08) 9272 5556, mail to Pex Publications 5/1 Almondbury Rd Mt Lawley WA or call 1800 739 855 or
go to WWW.stockanalysis.com.au

*Please note the following postage costs apply:
Postage inside Australia - 12 months: $146; 6 months: $73; 3 months: $37.
International postage - 12 months: $180; 6 months: $90; 3 months $60.

Under the Pex Publications Pty Ltd (ABN: 59077704746) subscription policy, a person or corporation is defined as a single entity. A corporation representing multiple
organisations may require multiple subscriptions. Prices subject to change. Subscribers to abide by Pex Publications terms and conditions and Australian copyright laws





