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A Fresh Start
Former offshore Moroccan oil explorer Tangiers
Petroleum Limited (ASX:TPT) has renamed itself 88
Energy (ASX:88E) and has moved its focus area to
onshore Alaska.
88E plans to acquire an initial working interest of 87.5%
in Project Icewine, an onshore petroleum exploration
project spanning 99,360 acres in, Alaska, USA. The
remaining interest would be held by its JV partner
Burgundy Xploration (BEX), with 88E as the operator of
the project.
We maintain our SPECULATIVE BUY recommendation.
However, we have removed our target price (A$0.82ps
previously) due to the uncertainties involved at this early
stage of project development.
Project Icewine is located on the fringe of the prolific North
Slope in Alaska, south of the giant oil fields of Prudhoe Bay
and Kuparuk River. The Prudhoe Bay field alone has
produced over 12 billion barrels of oil to date, out of an
estimated 24 billion barrels original oil in place.
The Icewine JV has identified both unconventional and
conventional prospective play types interpreted to be present
at the Icewine acreage. The USGS estimates there could be
a total of 940mmbbl unconventional and about 4,000mmbbl
of conventional oil resources across the North Slope.
Independent engineers DeGolyer & MacNaughton have
estimated the mean prospective gross unconventional
resource at Icewine alone at 493mmbbl. Subject to geological
success and viable economics, the Icewine play could
develop into a significant resource play.
A year-round operational access road runs through the
project and Icewine is only 35 miles south of Pump Station 1
where the Prudhoe Bay oil field feeds into the TransAlaska
pipeline system.
The State of Alaska has a globally unique fiscal system,
allowing for cash rebates of up to 85% of incurred exploration
expenditure in CY2015. 88E plans to expedite its drilling and
seismic programmes to take advantage of these rebates
before they are scheduled to be gradually wound back.
Recently, 88E successfully raised A$6.9M in an
oversubscribed placement. The funds enable the company to
meet the Project Icewine lease payments in full and
commence exploration at the project.
Privately held Great Bear Petroleum (GBP) is currently drilling
to the north of Project Icewine and news on its drill results is
expected in min 2015.
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The Present – Alaskan Onshore Project Icewine
In November 2014, 88E entered into a non-binding term sheet with Burgundy Xploration, LLC (BEX)
to acquire a working interest of 87.5% in yet to be granted exploration leases extending over up to
90,720 acres in Project Icewine, depending on the amount paid by 88E towards outstanding costs
associated with the grant of the leases.
BEX already holds an interest in oil and gas leases over 8,640 acres located within the AMI, which are
to be added to Project Icewine, bringing the total acreage of the project to 99,360 acres.
We anticipate 88E’s initial interest in Project Icewine at 87.5% and BEX retaining an interest of 12.5%.
We expect 88E’s initial interest to decline to 77.8% once the first well at Project Icewine has been
spudded, with BEX’s interest increasing accordingly.
BBY estimates the total costs to 88E of acquiring Project Icewine at US$3.5M. This figure includes the
deposit to the Alaskan Department of Natural Resources (DNR), the balance of the lease costs, and
the annual rental costs of the acreage.
The outstanding amount of US$3.0M is likely to be paid in Q2CY15 after the formal award of the
lease.
In March 2015, 88E successfully raised A$6.9M in an oversubscribed offer. The majority of the funds
are expected to be used to acquire and advance Project Icewine.

Figure 1 Location of the Project Icewine

Source: 88E

The primary objective is the unconventional targets, of which the HRZ zone is the primary shale oil
target at Project Icewine. Initial drill results at Great Bear Petroleum’s neighbouring acreage have
indicated good oil shows over 180m in the HRZ/Hue shale with total organic carbon (TOC) levels of
up to 8%. Oil saturation and porosity have an estimated mean of 57% and 14%, respectively. The
shale formation is expected to be relatively brittle, making it amenable to fracking.
The U.S. Geological Survey (USGS) estimates total technically recoverable unconventional oil in the
three prolific play types at up to 2,000mmbbl, with a mean of 940mmbble. The USGS estimates the
undiscovered mean technically recoverable prospective resources on the Central North Slope at
4,000mmbbl.
The conventional targets at Icewine are the secondary objective, and the company has identified three

BBY Limited

17 March 2015

2

88 Energy Limited

BBY Research

significant plays, namely the Brookian Turbidites, the Beaufortian transgressive sands and the
Beaufortian shelf sands.
Early success at the conventional could provide 88E funding for the primary unconventional objective.
Highly incentivised state exploration rebate program which guarantees up to 85% of allowable
expenditure on exploration activities refunded in cash by the state.
Alaskan oil and gas explorers enjoy attractive exploration incentives and fiscal terms provide by the
state, with cash rebates up to 85% of exploration expenditure in CY2015. These cash refunds are
scheduled to decline to 75% in mid-2016.
Importantly, the Dalton Highway runs through Project Icewine and provides year-round access for
exploration and potential future development. Exploration drilling in Alaska is generally limited to the
winter months to protect the Tundra’s fragile vegetation, but exploration targets directly adjacent to the
highway can be drilled at any time.

The Past – Tarfaya Block Offshore Morocco
88E owns a 25% interest in the Tarfaya Block, an offshore oil and gas project in Morocco, through its
wholly owned Moroccan subsidiary DVM International SARL.
Drilling of the high risk, high return Tao-1 well to test the key targets on the Tarfaya Block commenced
on 26 June 2014.
On 4 August 2014, the company announced that the Tao-1 exploration had been unsuccessful. The
Tao-1 exploration well has been plugged and abandoned.
The company is in the process of disposing of the Tarfaya project for which it has obtained
shareholder approval.
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Alaska - The Last Frontier
The oil and natural gas industry dominates Alaska's economy. Most of Alaska's oil production comes
from the North Slope. The North Slope contains more than a dozen of the 100 largest oil fields in the
U.S. and several of the 100 largest natural gas fields.
Alaska's Prudhoe Bay field is the largest oil field in the U.S., although production has fallen to less
than 300mbopd from its peak of 1,600mbopd in 1988. Alaska's oil production rates have steadily
declined as producing oil fields mature. However, large areas remain under-explored.
In recent years, Alaska has experienced warmer temperatures for longer periods of time during the
year. This temperature change reduces the amount of time energy companies can explore for
onshore oil. Ice roads and drilling pads can be used only during the coldest months of the year when
the frozen land is less damaged by equipment, typically from January til May.
However, the warmer temperatures reduce floating ice packs, making offshore oil exploration easier.
Oil exploration and drilling are prohibited in the Arctic National Wildlife Refuge and in other
environmentally sensitive areas in the state.

Figure 2 Readily Available Infrastructure

Source: Great Bear Petroleum, U.S. Energy Information Administration, Denali Pipeline & Alaska Pipeline Websites

The North Slope is a proven prolific oil and gas province with cumulative capital expenditures to date
of over US$65B. The North Slope is home to Prudhoe Bay which was discovered in 1968. The
Prudhoe Bay oil field covers 213,543 acres with over 1,100 producing wells.
The North Slope of Alaska is a proven world class petroleum province containing three regionally
extensive oil prone source rocks: Triassic Shublik, Jurassic Kingak and Cretaceous Hues/HRZ.
Collectively, the three source rock units are estimated to have charged more than 100,000mmbbl of
oil in-place into multiple conventional reservoirs discovered throughout the basin.
The estimated on-shore resources of the North Slope are 16,000mmbbl of undiscovered, technically
recoverable oil resources, and 99 TCF of gas resources.
The Trans-Alaska Pipeline System (TAPS) is an 800-mile, 48 inch pipeline running from the North
Slope to tidewater at Valdez, Alaska. Historic North Slope production of close to 17,000mmbbl of oil
has been transported by TAPS, with peaked at a maximum daily throughput rate of 2.1 million barrels
on 14 January 1988.
Current North Slope Production is about 525,000bopd, providing for significant excess pipeline
capacity.
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Figure 3 Alaskan Petroleum Systems

Source: Great Bear Petroleum
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Great Bear’s Exploration Programme Could Provide Some Read Through
Great Bear Petroleum (GBP) is a private company solely focused on conventional and unconventional
oil exploration, development and production on the North Slope of Alaska. GBP was the first E&P
company to focus on the unconventional potential of shale formations on the North Slope. The
company believes the North Slope shales have a number of similarities to the Eagle Ford shale play in
Texas.
GBP is the leading unconventional resource player on the North Slope of Alaska, in terms of size with
some 500,000 acres as well as exploration work completed up to date.
GBP has resumed its North Slope exploration programme budgeted at US$50M and spudded the
Alkaid #1 well 5 February 2015. GBP plans to drill the nearby well Talitha #2 and possibly a third well,
Phecda #1 during the winter 2014/15 drilling season. GBP is targeting conventional formations in its
current programme, but the wells are expected to intersect some of the shale targets, providing further
information.
Production testing at GBP’s wells could begin in the northern hemisphere summer 2015, should the
drilling be successful. Although the current targets are off the permanent road and are only accessible
for exploration by ice roads, additional targets are adjacent to the highway and could be followed up in
summer if the current programme produces encouraging drilling results. Also, rig rates are generally
lower during the Alaskan summer, as winter is the peak drilling season on the North Slope.
Successful results from GBP’s current drilling activities could have positive implications for 88E’s
secondary targets, the conventional play. The Talitha #2 is only 4 miles north of Project Icewine.

Figure 4 GBP- Area of Operations and Well Planned in Winter 2014/15

Source: Great Bear Petroleum

Previously, GBP had targeted shale formations with two test wells in 2012, namely Alcor #1 and
Merak #1. Core samples were extracted for analysis, and have met or exceeded GBP’s expectations.
However, no horizontal production testing took place and no laterals were drilled due to the lack of rig
availability.
GBP is planning to generate near term cash flow from conventional wells to fund the long-term
development and evaluation of its unconventional shale oil resource.
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The Potential Prize is Alluring…
The shale formations of the North Slope have generated hydrocarbons which have migrated into
conventional accumulations, including the super-giant Prudhoe Bay field. It is probable that these
shale source rocks have retained oil and gas which hasn’t migrated.
The USGS has assessed the potential for undiscovered, technically recoverable oil and gas resources
in three North Slope source rocks, namely the Brookian shale (Hue/HRZ), Kingak shale and Shublik
formation.
These source rocks all generated oil and gas which migrated into conventional accumulations. The
USGS believes all source rocks have likely retained oil and gas.
The USGS estimates the probability that essential petroleum system elements occur in at least part of
the assessment unit of the Brookian shale at 90%.
The USGS estimates the Brookian shale undiscovered resources across the North Slope to range
between 0-955mmbbl, with a mean of 499mmbbl.

Figure 5 Alaska North Slope shale-oil and shale-gas assessment results

Source: USGS

Independent reservoir engineers DeGolyer & MacNaughton have estimated the mean prospective
gross unconventional resource at Icewine alone at 493mmbbl. Risked at 41% and gross to 88E, the
unconventional resource across the three source rocks is estimated at 175mmbbl.

Figure 6 Unconventional Resource Potential

Source: 88E, DeGolyer & MacNaughton

…But Only Drilling Can Prove it Up
The unconventional oil and gas potential on the North Slope remains uncertain as only been a limited
number of exploration wells have been drilled to date. Drilling is the only way to determine if
production from these shales is possible at economic rates and to quantify any reserves.
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This Research has been prepared and issued by BBY Ltd and remains the property of BBY Ltd. No material contained in this Research may be reproduced or
distributed, except as allowed by the Copyright Act, without the prior written approval of BBY.
This document has been prepared (in Australia) by BBY Limited (ABN 80 006 707 777/AFSL 238095) (BBY) a Participant of The Australian Securities Exchange and regulated by
the Financial Conduct Authority (FCA) (Registration No. 146367) of the United Kingdom.
Analyst Certification:
The research analyst(s) identified on the cover of this report individually certify that in respect of each security or issuer that the research analyst covers that: this report accurately
reflects his or her personal views about any and all of the subject issuer(s) or securities; and no part of the research analyst’s compensation was, is, or will be directly or indirectly
related to the specific recommendation(s) or views expressed by the research analyst(s) in this report.
Legal Entity Disclosures
Australia: BBY is Participant of the ASX and regulated by ASIC. U.K. BBY is authorised and regulated by the Financial Conduct Authority (FCA) Reference No 146367
Disclosure
BBY acted as the Co-Manager to the Placement as announced to the market on 18 February 2015.
Contact with 88E has been made during the preparation of this report for assistance with verification of facts.
BBY and its associates (as defined in Chapter 1 of the Corporations Act 2001), officers, directors, employees and agents, from time to time, may own or have positions in securities
of the company(ies) covered in this report and may trade in the securities mentioned either as principal or agent or may be materially interested in such securities.
BBY does and seeks to do business with companies covered in its research reports, including being paid for research. As a result, investors should consider this report as only a
single factor in making their investment decision.
Disclaimer & Warning
This report may contain general advice or recommendations which, while believed to be accurate at the time of publication, are not appropriate for all persons or accounts. This
report does not purport to contain all the information that a prospective investor may require. Before making an investment or trading decision, the recipient must consider Market
developments subsequent to the date of this document, and whether the advice is appropriate in light of his or her financial circumstances or seek further advice on its
appropriateness or should form his/her own independent view given the person’s investment objectives, financial situation and particular needs regarding any securities or Financial
Products mentioned herein. Information in this document has been obtained from sources believed to be true but neither BBY nor its associates make any recommendation or
warranty concerning the Financial Products or the accuracy, or reliability or completeness of the information or the performance of the companies referred to in this document. Past
performance is not indicative of future performance. This document is not an offer, invitation, solicitation or recommendation with respect to the subscription for, purchase or sale of
any Financial Product, and neither this document or anything in it shall form the basis of any contract or commitment. Although every attempt has been made to verify the accuracy of
the information contained in the document, liability for any errors or omissions (except any statutory liability which cannot be excluded) is specifically excluded by BBY, its associates,
officers, directors, employees and agents. The securities of such company(ies) may not be eligible for sale in all jurisdictions or to all categories of investors.
Country specific disclosures
United Kingdom: This report is issued and distributed by BBY (which is authorised and regulated by the Financial Conduct Authority (FCA) Reference No 146367) only to persons
falling within Articles 19 (5), 38, 47 and 49, of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, (all such persons together being referred to as
“relevant persons”). Directors, officers and employees of such entities are also included provided their responsibilities regarding those entitles involve engaging in investment
activity. Persons who do not have professional experience relating to investments should not rely on this document.
Canada: The investments or investment services referred to in this document are available in Canada only to “Designated Institutions”, as defined by the Securities Act (Ontario).
Analysts’ Compensation: The research analysts responsible for the preparation of this report receive compensation based upon various factors, including the quality and accuracy
of the analyst(s) research, client evaluation feedback, independent survey rankings and overall firm revenues, which include revenues from, among other business units and
corporate finance.
Other International Investors: International investors outside the US, UK or Canada are encouraged to contact their local regulatory authorities to determine whether any
restrictions apply to their ability to purchase this investment.
Recipient Representations/Warranties: By accepting this report, the recipient represents and warrants that he or she is entitled to receive such report in accordance with the
restrictions set out in this document and agrees to be bound by the limitations contained herein. Any failure to comply with these limitations may constitute a violation of law.
Meanings of BBY Limited Stock Ratings
Buy – Describes stocks that we expect to provide a total return (price appreciation plus gross yield) of 10% or more within a 12-month period.
Underperform – Describes stocks that we expect to provide a total return (price appreciation plus gross yield) of less than 10% within a 12-month period.
NR – The investment rating and price target have been temporarily suspended. Such suspensions are in compliance with applicable regulations and/or BBY Limited policies.
CS – Coverage Suspended. BBY Limited has suspended coverage of this company.
Speculative Buy – Describes stocks we research with a positive bias, whose company fundamentals and/or financials are being covered, but for which there is insufficient information
for BBY Limited to assign a Buy or Underperform rating.
Speculative Underperform – Describes stocks we research with a negative bias, whose company fundamentals and/or financials are being covered, but for which there is insufficient
information for BBY Limited to assign a Buy or Underperform rating.
Secondary recommendation - Market weight relative to the S&P/ASX 300 under a weighting range of 0-3, with intervals of 0.5 (7 point scale). 1.0 indicates a market weight position in
the stock while a weight over 1.0 indicates an overweight position and the current level of analyst conviction.
Monitor – Describes stocks whose company fundamentals and/or financials are being monitored, or for which no financial projections or opinions on the investment merits of the
company are provided.
It is permitted for the total expected returns to be temporarily outside the prescribed ranges due to extreme market volatility or other justifiable company or industry-specific reasons.
Free Float (float / current shares outstanding) *100 – This float figure is the number of shares that are available to the public and is calculated by subtracting the shares held by
insiders and those deemed to be stagnant shareholders. Stagnant holders include ESOP's, ESOT's, QUEST's, employee benefit trusts, founding shareholder equity stake plus senior
management equity stake, corporations not actively managing money, venture capital companies and shares held by Governments.
Terminal Value methodology - BBY's Discounted Cash Flow (DCF) valuation applies a terminal growth rate to the last forecast year's cash flow and discounts the amount using
Weighted Average Cost of Capital (WACC). The Terminal Value is tested using ASX-listed company multiples. For resource companies there is no terminal value because cashflows
are forecast to the end of mine life.
Meanings of BBY Limited Listed Credit Ratings
Buy – If the last traded price of the hybrid security is more than 3% below our valuation
Underperform – If the last traded price of the hybrid security is more than 3% above our valuation
Valuation Methodology
BBY’s methodology for assigning stock and credit ratings may include the following: market capitalisation, maturity, growth/value, volatility and expected total return over the next 12
months. The price targets are based on several methodologies, which may include, but are not restricted to, analyses of market risk, growth rate, revenue stream, discounted cash
flow (DCF), EBITDA, EPS, cash flow (CF), free cash flow (FCF), EV/EBITDA, P/E, PE/growth, P/CF, P/FCF, premium (discount)/average group EV/EBITDA, premium
(discount)/average group P/E, sum of parts, net asset value, discounted dividend model (DDM), franking credits and return on equity (ROE) over the next 12 months. Listed credit
securities analysis uses appropriate discount rates that reflect credit risk of both issuer and the underlying instrument.
Technical Analysis
BBY employs technical analysis for forecasting the direction of prices through the study of past market data, primarily price and volume.
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