
NOTICE ACCOMPANYING THE ELECTRONIC PROSPECTUS OF REACH ENERGY BERHAD 
(“REACH ENERGY” OR THE “COMPANY”) DATED 24 JULY 2014 (“ELECTRONIC PROSPECTUS”) 
 
(Unless otherwise indicated, specified or defined in this notice, the definitions in the Prospectus shall apply 
throughout this notice) 
 
Website 
 
The Electronic Prospectus can be viewed or downloaded from Bursa Malaysia Securities Berhad’s (“Bursa 
Securities”) website at www.bursamalaysia.com (“Website”). 
 
Availability and Location of Paper/Printed Prospectus 
 
Any applicant in doubt concerning the validity or integrity of the Electronic Prospectus should immediately 
request a paper/printed copy of the Prospectus directly from the Company, Hong Leong Investment Bank 
Berhad (“HLIB”), or Malaysian Issuing House Sdn Bhd. Alternatively, the applicant may obtain a copy of 
the Prospectus from participating organisations of Bursa Securities, members of the Association of Banks 
in Malaysia and members of the Malaysian Investment Banking Association. 
 
Prospective investors should note that the Application Forms are not available in electronic format. 
 
Jurisdictional Disclaimer 
 
This distribution of the Electronic Prospectus and the sale of the units are subject to Malaysian law. Bursa 
Securities, HLIB and Reach Energy take no responsibility for the distribution of the Electronic Prospectus 
and/or the sale of the units outside Malaysia, which may be restricted by law in other jurisdictions. The 
Electronic Prospectus does not constitute and may not be used for the purpose of an offer to sell or an 
invitation of an offer to buy any units, to any person outside Malaysia or in any jurisdiction in which such 
offer or invitation is not authorised or lawful or to any person to whom it is unlawful to make such offer or 
invitation. 
 
Close of Application 
 
Applications will be accepted from 10.00 a.m. on 24 July 2014 and will remain open until 5.00 p.m. on  
4 August 2014 or such later date or dates the Board of Directors of Reach Energy and HLIB in their 
absolute discretion may decide. 
 
The Electronic Prospectus made available on the Website after the closing of the application period is 
made available solely for informational and archiving purposes. No securities will be allotted or issued on 
the basis of the Electronic Prospectus after the closing of the application period. 
 
Persons Responsible for the Internet Site in which the Electronic Prospectus is Posted 
 
The Electronic Prospectus which is accessible at the Website is owned by Bursa Securities. Users’ access 
to the website and the use of the contents of the Website and/or any information in whatsoever form arising 
from the Website shall be conditional upon acceptance of the terms and conditions of use as contained in 
the Website. 
 
The contents of the Electronic Prospectus are for informational and archiving purposes only and are not 
intended to provide investment advice of any form or kind, and shall not at any time be relied upon as such. 
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TOGETHER WITH 1,000,000,000 FREE DETACHABLE 
WARRANTS (“WARRANTS”) ON THE BASIS OF 1 WARRANT 
FOR EVERY 1 PUBLIC ISSUE SHARE SUBSCRIBED, AT AN 
ISSUE PRICE OF RMO.75 PER PUBLIC ISSUE SHARE PAYABLE 
IN FULL UPON APPLICATION COMPRISING:

•	 980,000,000	 PUBLIC	 ISSUE	 SHARES	 TOGETHER	 WITH 
	 980,000,000	WARRANTS	ON	 THE	BASIS	OF	 1	WARRANT 
 FOR EVERY 1 PUBLIC ISSUE SHARE SUBSCRIBED BY WAY 
 OF PLACEMENT TO SELECTED INVESTORS; AND
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	 20,000,000	 WARRANTS	 ON	 THE	 BASIS	 OF	 1	 WARRANT 
 FOR EVERY 1 PUBLIC ISSUE SHARE SUBSCRIBED 
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IN CONJUNCTION WITH OUR LISTING ON THE MAIN MARKET 
OF BURSA MALAYSIA SECURITIES BERHAD

INVESTORS ARE ADVISED TO READ AND UNDERSTAND THE CONTENTS OF THIS PROSPECTUS. IF IN DOUBT, PLEASE 
CONSULT A PROFESSIONAL ADVISER.

THERE ARE CERTAIN RISK FACTORS WHICH PROSPECTIVE INVESTORS SHOULD CONSIDER TURN TO SECTION 4 FOR 
“RISK FACTORS”.

Principal Adviser, Placement Agent
and Underwriter

Custodian

This Prospectus is dated 24 July 2014

(766894-T)
AmanahRaya Trustees Berhad

PRO
SPECTUS

( Company No: 1034400-D )
( Incorporated in Malaysia under the Companies Act, 1965 )

REACH ENERGY BERHAD

WE ARE A SPECIAL PURPOSE ACQUISITION COMPANY. WE CURRENTLY HAVE NO OPERATIONS OR INCOME-
GENERATING BUSINESS. INVESTING IN OUR SECURITIES MAY BE OF HIGH INVESTMENT RISK.
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In the longer term, post Qualifying Acquisition, we intend to develop a balanced portfolio of E&P 
assets starting from the established base of development and production assets from the 
Qualifying Acquisition. We wish to achieve a balanced portfolio of both production and 
explorations assets with an indicative ratio of 70:30 respectively. The prime region of focus will 
still be the Asia Pacific countries as this is the most logical expansion in operational terms. 
However, opportunities in other geographic areas outside Asia Pacific countries will be pursued 
if the returns are attractive and the target assets meet our selection criteria. Please refer to 
Section 5.2.2 of this Prospectus on our post Qualifying Acquisition strategies. 
 

5.2.1 Our Qualifying Acquisition  
 

As a SPAC, we will initially identify and propose an appropriate business target as a Qualifying 
Acquisition. Based on the total IPO proceeds, we will shortlist specific investment opportunities 
available that meet our selection criteria as set out in Section 5.2.1.1 of this Prospectus and 
complete the Qualifying Acquisition within the Permitted Timeframe. 

 
 5.2.1.1 Business strategies for our Qualifying Acquisition 

 
 The oil and gas industry can be categorised into three segments, namely upstream, 
midstream and downstream as illustrated below. Our Company intends to be primarily 
involved in the upstream segment of the oil and gas value chain. 
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The E&P activities can be further segmented into three main phases as illustrated 
below:  
  

 
 
Notes: 
* based on relative terms in comparison to the three phases of E&P activities, whereby 

risk in the production phase is lower compared to the development phase, which is 
lower than that in the exploration phase and where risk refers to the likelihood of not 
achieving the desired outcome. 

 Our focus 
 Our priority 
 
The photographs depicted above are for the purpose of illustration only and do not purport to 
indicate that the assets depicted in the photographs belong to Reach Energy.  

 
 We will focus on Brownfields in the production phase and fields in the proximity of 

existing producing areas under the development and/or production phases for our 
Qualifying Acquisition.  

 
 The assets as mentioned above would have had oil and gas development in the area. 

Additional fields and Reserves may now have been proven in the area and 
development plans are made to drill or repair required wells and install required facilities 
for production, taking into account existing field information and infrastructure in the 
area. 

 
Brownfields are mature fields on decline or in the final stages of productive life. Their 
associated facilities may require more maintenance and rehabilitation or improvement 
with additional infrastructure. At some point this may become non-cost-effective to a 
large operator. To a smaller operator, this can provide an opportunity to exploit the 
reservoir potential due to the small operator’s lower cost base. In addition to the 
Brownfield assets, our focus also include discovered fields in established oil or gas 
producing basins that need regulatory approvals and financing but are otherwise ready 
for development. These fields may not be producing but are ready for development. For 
clarity, these fields are not in the exploration phase. 
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The general characteristics of the assets under different stages are summarised below: 
 

 

 
 

  
 Notes: 
 * based on relative terms, a comparison amongst exploration assets, development assets 
  and production assets. 
  Our focus 
  Our priority 
 

Given our investment objectives, we will focus on commercially viable Brownfields in the 
production phase and fields in the proximity of existing producing areas in the 
development and/or production phases with Reserves calculations, based on the 
production history of the hydrocarbon basins, that are at least in the 2P Reserves 
category (namely Proved plus Probable Reserves). We intend to generate revenues 
within two years from the date of completion of the Qualifying Acquisition.    
 
At the initial phase, our Company will primarily adopt an “acquire and exploit” strategy 
that may require a larger upfront investment but with higher certainty of returns. We will 
focus on assets with mature producing fields, or in established hydrocarbon basins 
located onshore or shallow water offshore areas in the Region of Focus. Generally, it is 
expected that quantified amounts of remaining Reserves, undeveloped oil and gas 
Reserves and sizable Contingent Resources are present within these fields.  
 

 By leveraging on any already existing infrastructure of these fields, the risk profile is 
lowered and development economics is significantly improved. However, these assets 
tend to have a higher entry cost given the wealth of existing historical data and proven 
potential to be further developed and exploited. As such, it is essential for us to have an 
operatorship role as it will allow us to add further value to the assets through prudent 
reservoir management and cost control. This requires extensive knowledge and 
applications of the appropriate technology in achieving operational excellence in order 
to optimise production and maximise returns. In addition, by focusing on Concession 
and/or PSC fiscal arrangements we would realise the full benefit of the 
commercialisation of the assets. 
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Oil and gas assets can also be summarised and classified according to the certainty of 
Reserves as illustrated and explained below based on the Petroleum Resource 
Management System by the SPE.  
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(e) the portfolio of assets under the target company must fall within the type of 
assets as set out in (i) above on page 71 of this Prospectus. 
 

The selection criteria above are not meant to be exhaustive. Any evaluation relating 
to the merits of a particular acquisition of target company and/or asset will be based 
on the above factors as well as other factors deemed important by our Management 
Team. Furthermore, while we will strive to adhere to the above standards, we 
recognise that as we may be acquiring a portfolio of assets, some of the assets may not 
meet all our specific criteria.  
 

5.2.1.2 Critical success factors for our Qualifying Acquisition 
 
As stated above, we intend to establish ourselves as an independent Malaysia-based 
E&P company with global operations upon completion of a Qualifying Acquisition 
within the Permitted Timeframe. Our Company will focus on acquiring development 
and/or production assets within the Region of Focus with high potential of generating 
revenue within two years from the date of completion of Qualifying Acquisition 
depending on the state of the asset and the timing of the relevant approvals and 
licences being obtained as well as other relevant factors beyond the control of our 
Management Team. Although the entry cost for exploration assets are typically low, 
our Company will not target such assets for our Qualifying Acquisition as these are 
associated with high risk and long gestation periods. 
 
Our Management Team regards the Asia Pacific region as a major growth area for 
exploration and development activities to meet the rising demand for energy and 
hence a natural focus for our Company. The breadth of experience and the network 
of our Management Team position us well to identify, evaluate and capitalise on 
opportunities that arise and meet the terms for Qualifying Acquisition.  

 
According to the IMR Report, a total of 656 transactions in the upstream oil and gas 
sector have been recorded in the Asia Pacific region over the past six years from 
2008 to 2013. These merger and acquisition transactions include both corporate 
(entire company) and asset (an equity stake in a specific block or field) acquisitions. 
Out of this, 575 transactions had acquisition costs below USD250 million i.e. in the 
range of amount which we intend to raise.  
 
We believe we will be able to identify suitable assets for our Qualifying Acquisition by 
leveraging on our Board and Management Team’s strength, experience and networks 
in the oil and gas industry. 
 
In addition, we believe that we will create value for our shareholders by acquiring the 
right assets and subsequently operating and managing the assets. To achieve this, 
we will adopt the following approach: 
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Based on the IMR Report, global energy consumption is expected to 
grow at an average rate of 1.7% per annum from 2010 to 2030, which is 
equivalent to a 40% overall increase. (1990-2010: average rate of 2.0% 
per annum over the prior 20-year period). Energy demand correlates 
highly with population growth and regional GDP growth. As the emerging 
economies tend to experience faster population growth and higher GDP 
growth, it is expected that these countries especially those from the Asia 
Pacific region (including China) will have greater energy consumption in 
the future.   
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As such, the level of E&P activities are expected to remain high, 
supported by sustained high oil prices and steadily increasing demand 
arising from the future global economic growth for both the emerging 
markets and developed countries.  
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In view of the above, our Company plans on taking advantage of these 
opportunities by raising substantial equity through the newly created SPAC 
scheme to acquire existing Brownfields in the production phase and/or fields 
in the proximity of existing producing areas under the development and/or 
production phases for our Qualifying Acquisition. In addition, as one of the 
few Malaysian E&P companies, we have the added advantage of being 
better positioned to tap into the growing opportunities in Malaysia.  

 
5.2.1.4 Selection process of target asset for our Qualifying Acquisition  
 

The selection process of target asset for the Qualifying Acquisition is illustrated 
below:  
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We will begin to build a list of potential opportunities or target assets based on our 
selection criteria as set out in Section 5.2.1.1 of this Prospectus by leveraging on our 
Board and Management Team’s global networks and contacts. For the purpose of 
short-listing the target assets for Qualifying Acquisition, we plan to adopt the “Funnel” 
Methodology in the identifying, screening and detailing processes. 
 
Strategic asset opportunity Funnel 
 
We will evaluate identified potential target assets by using various evaluation 
processes analogous to funnel and filter to select the best assets, as illustrated 
below:  
 

 
 
Note: 
 

*  Politically unacceptable projects refer to those potential oil and gas field assets or 
acquisitions located in countries which are facing political and civil unrest or in areas 
subject to territorial disputes. The risk of E&P ventures in these areas could destroy 
the business value for any E&P companies.  

 
 The first stage of the process (top of the funnel) is to introduce a large 

number of assets through a series of compatibility tests (filters) to shortlist 
target assets that meet our investment criteria.  
 

 The filters ensure that the shortlisted projects are compatible with our 
Company’s strategy. This allows us to devote resources to the detailed 
evaluation of the shortlisted assets.  
 
 

* 
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1. Industry Overview - Introduction 
The oil and gas industry is a key component of 
global energy supply and demand.  Nearly 
every country in the world produces or 
consumes hydrocarbons (oil, gas, or its 
refined products).  The oil and gas industry 
has evolved into a complex global supply 
system of exploration, production, 
transportation, marketing, refining, and retail 
sales.  These suppliers are generally 
separated into three main categories: 
Upstream (exploration and production or 
“E&P”), Midstream (transportation, storage, 
and marketing), and Downstream (refining and 
distribution of refined products).  On the 
demand side of the oil and gas industry, 
consumers include: refiners, transport, 
residential, commercial, industrial, agricultural, 
petrochemicals, fertilizers, and many others.  
As the global population increases and 
incomes grow, the demand for energy will 
grow alongside it.  With this expected global 
growth and modernization, consumer energy 
demand creates a larger market for the 
exploration and production of oil and gas. 

Exploration and Appraisal for Oil and Gas 

Acreage and Seismic:  The exploration of oil and gas by companies begins with the 
acquisition of acreage that is believed to hold hydrocarbon reserves that may be 
commercially developed.  Acreage can be obtained via acquisitions, mergers, 
bidding on blocks at license rounds, or grants from resource holders.  Exploration of 
this acreage begins with geophysical surveys and seismic studies.  There are many 
methods for obtaining geophysical and seismic data, with E&P companies often 
purchasing existing seismic data or using service companies with special equipment 
and expertise to conduct these studies.  The results of these studies are examined 
by geologists and petroleum engineers to determine if drilling an exploration well is 
likely to result in a hydrocarbon discovery. 

Well Drilling:  An exploration well drilling plan is developed that indicates the 
expected location, depth, technology, as well as an estimate of hydrocarbon results.  
Success rates for exploration drilling vary greatly, but the global average over the 
last twenty years has fluctuated in an average range of 10-30%.   Success rates tend 
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to improve as more advanced seismic technology provides companies with better 
information (and thus better decisions on which wells to drill), but new areas of 
exploration also bring new challenges both geologic and technical which slows the 
improvement of those success rates.  Due to this expected level of risk, most 
acreage and exploration programs involve ownership by multiple partners to diversify 
investments and mitigate risks.  When an exploration well fails to encounter 
hydrocarbons or does not discover hydrocarbons sufficient to justify commercial 
development, the well will be plugged and abandoned.  The additional geophysical 
information learned from drilling the well will be used to determine another well 
location or the company will move on to other prospective acreage in its portfolio.  
When an exploration well is deemed to have encountered hydrocarbons sufficient to 
support commercial exploitation, the partners will determine an appropriate plan for 
development of the field or project.  The ultimate goal of this field development plan 
is to bring the field on to production.   

Development and Production of Oil and Gas 

Field Development:  After a company decides to move forward with a commercial 
development of hydrocarbons (known as a Final Investment Decision or FID), a field 
development plan is initiated.  The field development plan covers all aspects of a 
field's development, production, and eventual disposal.  This includes planning for 
technical (subsurface and surface engineering), operational (services and 
management teams), commercial (contracts and marketing), collection and 
distribution network, and other considerations for risks specific to a field.  Field 
development plans are often submitted to government, regulatory, or environmental 
agencies for approval.  Once FID is reached, a project enters the stage of 
procurement where company resources and finances are committed.  Procurement 
includes all of the necessary people, equipment, and facilities that will be required for 
successful development as stated in the field development plan.   
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Reserves Classifications 
 

There are multiple definitions and interpretations of hydrocarbon reserves 
classifications with the most widely known being the SEC (U.S. Securities and 
Exchange Commission) and SPE (Society of Petroleum Engineers).  The definitions 
below are adapted from the SEC guidelines issued in 2009 amending SEC Rule 4–10 
of Regulation S–X and Item 102 of Regulation S–K.   The diagram below shows all 
known hydrocarbons, discovered and undiscovered, as classified from sub-
commercial to commercial with an accompanying degree of certainty as to the 
likelihood of the economic and technical commerciality of that hydrocarbon. 

 
 
 
 
 
 
 
 
 
 
 
 

 
 

RESERVES are estimated remaining quantities of oil and gas and related 
substances anticipated to be economically producible, as of a given date, by 
application of development projects to known accumulations. In addition, there 
must exist, or there must be a reasonable expectation that there will exist, the 
legal right to produce or a revenue interest in the production, installed means of 
delivering oil and gas or related substances to market, and all permits and 
financing required to implement the project. Reserves are classified into three 
categories which are 1P (Proved), 2P (Proved and Probable) and 3P (Proved, 
Probable and Possible). 

i. PROVED OIL AND GAS RESERVES are those quantities of oil and gas, 
which, by analysis of geoscience and engineering data, can be estimated 
with reasonable certainty to be economically producible—from a given 
date forward, from known reservoirs, and under existing economic 
conditions, operating methods, and government regulations— prior to the 
time at which contracts providing the right to operate expire, unless 
evidence indicates that renewal is reasonably certain, regardless of 
whether deterministic or probabilistic methods are used for the estimation. 

Hydrocarbons Initially-In-Place 

Discovered Undiscovered 

Commercial Sub-commercial Commercial Sub-commercial 

Reserves Contingent Resources Unreco-
verable 

Prospective Resources Unreco-
verable 
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Reserves 

Ownership of global reserves has been heavily skewed towards OPEC countries, 
Russia, and other countries with limited ownership access for IOCs.  For financial 
and operational reasons, ownership of reserves is critically important to IOCs.  Over 
time, an increasing amount of oil and gas resources are being claimed by nations or 
resource holders as the sole property of the country or National Oil Company (NOC).  
These reserves typically have little to no access for IOCs, or have low commercial 
returns unattractive to most IOCs.  The competition amongst IOCs for the remaining 
resources has driven much of the frontier exploration and technology development 
over the last four decades.  Some IOCs have pursued more difficult reserves which 
typically have more resources available for ownership due to harsher operating 
environments (i.e., deeper waters, arctic conditions, etc) or require advanced 
technical skills for processing (oil sands, shale, LNG, etc). 

Unconventionals:  Recent advancements in technology or technical skills combined 
with higher sustained commodity prices have seen a significant increase in the 
development of shale oil and gas and oil sands.  These resources are often referred 
to as "unconventional" due to their non-conventional method of production (fracking 
and horizontal drilling in the case of shale and mining or steam injection in the case 
of oil sands).  While both shale and oil sands are covered by the term 
"unconventional," they are very different kinds of production and involve different 
business models.  Shale resources can be successful with limited initial capital outlay 
and activity, but decline quickly and require constant levels of activity and spending 
to avoid declines in production.  Oil sands require significant capital outlay and 
activity, but will maintain levels of production with limited capital outlay for decades.   
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Global oil reserves have grown at an average rate of 2.8% per annum over the last 
thirty years (1983-2013).  While the Middle East region holds just under half of global 
oil reserves, the growth of those reserves has slowed to 1.1% per annum over the 
last fifteen years.  All other regions, besides Europe and Asia Pacific have 
experienced significant average growth rates (4-9% per annum) over the last fifteen 
years.  These additions to global reserves primarily are coming from better 
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technology, new areas of E&P development, and higher oil prices supporting 
commercial development. 
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Global gas reserves have grown at an average rate of 2.9% per annum over the 
last thirty years (1983-2013).  Nearly three-quarters of those reserves are held in the 
Middle East and Former Soviet Union (FSU).  The regions with the fastest rate of 
growth over the last fifteen years (1998-2013) are North America and the Middle 
East.  In Europe, gas reserves declined at an average rate of 1.7% per annum over 
the last fifteen years.  All other regions are experiencing approximately 2% per 
annum average growth over the same time period. 
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the last fifteen years.  All other regions are experiencing approximately 2% per 
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Production 
Global oil production has grown at an average rate of 1.4% per annum over the 
last thirty years (1983-2013).  The FSU and the Middle East have had the highest 
rates of growth over the last fifteen years.  Europe has had a negative average rate 
of growth over the last fifteen years.  South America is the next slowest growth 
region as it maintained a nearly flat rate of growth of 0.3% over the same time 
period.   
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Global gas production has grown at an average rate of 2.8% per annum over the 
last thirty years (1983-2013).  The Middle East, Asia Pacific, and South America 
have had the highest rates of growth over the last fifteen years.  Europe has had a 
negative average rate of growth over the last fifteen years.  North America is the next 
slowest growth region as it maintained a 1.2% rate of growth over the same time 
period, but is starting to show the beginning of significant growth in the future.   
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Global gas production has grown at an average rate of 2.8% per annum over the 
last thirty years (1983-2013).  The Middle East, Asia Pacific, and South America 
have had the highest rates of growth over the last fifteen years.  Europe has had a 
negative average rate of growth over the last fifteen years.  North America is the next 
slowest growth region as it maintained a 1.2% rate of growth over the same time 
period, but is starting to show the beginning of significant growth in the future.   
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Future Growth 

The prospects for future growth in the upstream oil and gas industry depend on the 
supply of available commercial reserves and the demand for energy, industrial 
feedstocks (power plants, manufacturers, etc), and refined products (gasoline, diesel, 
jet fuel, etc).  Supply of oil and gas is a function of prices, demand, and activity. 

Demand 

Global energy consumption is expected to grow at an average rate of 1.7% per 
annum from 2010 to 2030, equivalent to a 40% overall increase.  Over the prior 
twenty year period (1990-2010), energy demand grew at an average rate of 2.0% per 
annum.  In 2012, oil/liquids, natural gas, and coal made up 87% of global energy 
consumption and this is expected to decline only slightly over the next twenty years, 
reaching 83% by 2030.  From 1990 to 2030, the mixture of fuels consumed globally 
is experiencing little variation.  As a share of the total, oil and coal are the largest, but 
are also growing slower as natural gas and other fuels gain greater market share. 
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Global Energy Consumption by Region:  When global energy consumption is 
viewed regionally, there are significant differences and variations against historical 
averages.  North America, Europe, and the FSU have all had low or negative 
average annual energy demand growth.  These are advanced economies and 
energy demand is expected to correlate highly with population growth and regional 
GDP growth.  Emerging economies (like those in South America, Middle East, Africa, 
and Asia Pacific) tend to experience faster population growth, higher GDP growth, 
and greater energy consumption as their economies become more advanced.  The 
Middle East, Africa and Asia Pacific are expected to see the fastest average rates of 
annual energy demand growth during the 2010-2030 time period.  The Asia Pacific 
region’s growth is being led by rapid energy demand in China; by volume, Chinese 
energy demand overtook the rest of Asia Pacific in 2008.  China is forecast to grow 
at an average rate of 3.3% per annum during 2010-2030, with the rest of Asia Pacific 
growing at 2.1% over the same time period.   
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Supply
Global energy supply is expected to grow at an average rate of 1.7% per annum 
from 2010 to 2030.  Oil/Liquids, natural gas, and coal accounted for 87% of total 
energy supply in 2012.  Oil/Liquids is expected to grow at a rate of 0.9% per annum 
and natural gas is expected to grow at a rate of 2.0% per annum during the 2010 to 
2030 time period.  Nuclear, hydro, biofuels, and renewables will grow at a faster rate, 
but still account for less than 20% of global energy supply in 2030. 
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Global Energy Supply by Region:  When global energy supply is viewed 
regionally, there is a shift moving from North America and Europe to Asia Pacific and 
the Middle East.  Global energy supply is expected to grow at an average rate of 
1.7% per annum from 2010 to 2030.  While Europe declines slightly, the North 
America and FSU regions will grow at an average annual growth rate of 1.2% during 
the 2010 to 2030 time period.  The Middle East and South America regions will grow 
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from 2010 to 2030.  Oil/Liquids, natural gas, and coal accounted for 87% of total 
energy supply in 2012.  Oil/Liquids is expected to grow at a rate of 0.9% per annum 
and natural gas is expected to grow at a rate of 2.0% per annum during the 2010 to 
2030 time period.  Nuclear, hydro, biofuels, and renewables will grow at a faster rate, 
but still account for less than 20% of global energy supply in 2030. 
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America and FSU regions will grow at an average annual growth rate of 1.2% during 
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Global Energy Supply by Region:  When global energy supply is viewed 
regionally, there is a shift moving from North America and Europe to Asia Pacific and 
the Middle East.  Global energy supply is expected to grow at an average rate of 
1.7% per annum from 2010 to 2030.  While Europe declines slightly, the North 
America and FSU regions will grow at an average annual growth rate of 1.2% during 
the 2010 to 2030 time period.  The Middle East and South America regions will grow 
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at an average annual growth rate of 2.0%.  During the same time period, Asia Pacific 
will grow at an average 2.5% per annum; this is made up of 2.8% growth by China 
and 2.1% growth by the rest of Asia Pacific. 
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2. Asia Pacific - Overview 
The Asia Pacific region is a mix of mature base production (predominantly oil) and 
significant growth from new fields (predominantly gas).  This indicates a mix of activity 
dedicated to exploration and new ventures, but also reinvestment in mature areas via 
new technologies, enhanced recovery techniques, alternative contract terms, 
partnerships, and acquisitions.   

Reserves 

Asia Pacific proved oil reserves have grown at an average rate of 0.4% per annum 
over the last ten years (2003-2013).  The fastest growing proved oil reserves in the Asia 
Pacific region have come from Vietnam and China over this time period.   

0
5

10
15
20
25
30
35
40
45

bln bbls
Asia Pacific Oil Reserves - By Country

Thailand
Other
Brunei
Malaysia
Indonesia
Australia
Vietnam
India
China

 

Asia Pacific proved gas reserves have grown at an average rate of 2.6% per annum 
over the last ten years (2003-2013).  The fastest growing proved gas reserves in the 
Asia Pacific region have come from Vietnam, China, India, and Australia over this time 
period.   
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Asia Pacific proved gas reserves have grown at an average rate of 2.6% per annum 
over the last ten years (2003-2013).  The fastest growing proved gas reserves in the 
Asia Pacific region have come from Vietnam, China, India, and Australia over this time 
period.   
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Production 

Asia Pacific oil production has grown at an average rate of 0.04% per annum over the 
last ten years (2003-2013).  The fastest growing oil producers (of a significant size) in 
the Asia Pacific region were Thailand, China, and India over this time period.  
Forecasting ahead ten years (2013-2023), Asia Pacific oil production is expected to 
contract at an average rate of 0.1% per annum.  The countries expected to experience a 
declining growth rate during this 2013-2023 time period (of a significant size) are 
Thailand, China, India, and Australia.  The fastest growing oil producers during this time 
period are expected to be Malaysia, Vietnam, and Indonesia. 
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Asia Pacific gas production has grown at an average rate of 4.3% per annum over the 
last ten years (2003-2013).  The fastest growing gas producers (of a significant size) in 
the Asia Pacific region were China, Thailand, Bangladesh, and Australia over this time 
period.  Forecasting ahead ten years (2013-2023), Asia Pacific gas production is 
expected to grow at an average rate of 4.9% per annum.  The fastest growing gas 
producers during the 2013-2023 time period are expected to be Australia, China, 
Myanmar, and India. 
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Asia Pacific gas production has grown at an average rate of 4.3% per annum over the 
last ten years (2003-2013).  The fastest growing gas producers (of a significant size) in 
the Asia Pacific region were China, Thailand, Bangladesh, and Australia over this time 
period.  Forecasting ahead ten years (2013-2023), Asia Pacific gas production is 
expected to grow at an average rate of 4.9% per annum.  The fastest growing gas 
producers during the 2013-2023 time period are expected to be Australia, China, 
Myanmar, and India. 
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period.  Coal held a 52% share of the Asia Pacific energy mix in 2012.  A number of 
countries are moving away from coal usage due to environmental concerns with natural 
gas being the preferred substitute fuel. 
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The “Global M&A – Prices and Activity” graph above shows 533 of the largest deals 
over the 2008 to 2013 time period for which costs and proven reserves are 
available.  The number of deals has increased significantly since 2008, but 
acquisition costs have maintained an average in the US$15-US$20 per barrel of 
proved reserves (US$/1P boe) range.  Individual deals can vary in their US$/1P boe 
metrics as different asset types, oil/gas weightings, and fiscal regimes can greatly 
affect the profitability and therefore the valuation of a barrel of oil equivalent (boe) 
reserves.   

 For example, in 2013, Rosneft acquired TNK-BP for US$55bn to become the 
largest (by production) publically traded oil company in the world.  The US$/1P 
boe metric on the deal was only US$5.70 though as the tax regime in Russia 
garners a large share of profits as taxes to the government.   

 Alternatively, an acquirer may be willing to pay a premium for a company if they 
believe it has very good acreage, but the reserves have not yet been proven.  
This will result in a high US$/1P boe metric.  For example, PTT (Thailand NOC) 
and Shell (Global IOC) were engaged in a bidding war in 2012 for a small 
company (Cove Energy) offshore East Africa believed to have excellent acreage 
in an emerging play.  Cove Energy had zero Proved or 1P reserves at the time 
of the acquisition bids.  Significant hydrocarbon shows had been discovered but 
were largely untested and no commercial export plan had been developed.  PTT 
and Shell bid aggressively, with Shell choosing not to counter PTT’s winning 
US$1.9bn bid.   

While average deal price gives a mid-range price for E&P transactions, there can be 
substantial deviations from this US$15-US$20 per barrel of proved reserves range.   
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affect the profitability and therefore the valuation of a barrel of oil equivalent (boe) 
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 For example, in 2013, Rosneft acquired TNK-BP for US$55bn to become the 
largest (by production) publically traded oil company in the world.  The US$/1P 
boe metric on the deal was only US$5.70 though as the tax regime in Russia 
garners a large share of profits as taxes to the government.   

 Alternatively, an acquirer may be willing to pay a premium for a company if they 
believe it has very good acreage, but the reserves have not yet been proven.  
This will result in a high US$/1P boe metric.  For example, PTT (Thailand NOC) 
and Shell (Global IOC) were engaged in a bidding war in 2012 for a small 
company (Cove Energy) offshore East Africa believed to have excellent acreage 
in an emerging play.  Cove Energy had zero Proved or 1P reserves at the time 
of the acquisition bids.  Significant hydrocarbon shows had been discovered but 
were largely untested and no commercial export plan had been developed.  PTT 
and Shell bid aggressively, with Shell choosing not to counter PTT’s winning 
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substantial deviations from this US$15-US$20 per barrel of proved reserves range.   
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5. Risks and Challenges Facing the Industry 
Increasing Costs Structure:  E&P spending is the cost incurred in the process of 
exploration and development of oil and gas.  These costs typically include 
geological and geophysical costs, drilling of exploratory wells, drilling of 
development wells, and construction and installation of production facilities.  This 
rise reflects the cost pressures from shortages and bottlenecks in many sectors 
(including service providers of construction, materials, labor, equipment, etc) which 
have forced prices higher, as well as the increased development costs associated 
with large and complex development facilities (including deepwater, oil sands, LNG, 
etc) during this period.  E&P costs escalated quickly from 2003 to 2008, but 
companies (particularly IOCs and Independents) cut E&P spending in response to 
the fall in oil prices due to the global economic downturn.  This rise in costs is likely 
to cause an increased focus on cost control by the oil and gas operators.   

$0

$100

$200

$300

$400

$500

$600

$700

$800

2008 2009 2010 2011 2012 2013 2014F

E&
P 

Sp
en

di
ng

 (U
S$

bn
)

Global E&P Spending by Company Type

Smaller Independents
Smaller NOCs
Top 20 NOCs
Top 20 IOCs

 
Fiscal Terms:  As referenced above, fiscal terms are the taxes and financial terms 
and conditions of the contract for exploration, development, production, and 
disposal of oil and gas assets.  As the rule of law and adherence to contracts is not 
well established in all countries, there can be confusion and governance issues that 
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6. Prospects and Outlook of the Oil and Gas Industry 
The long term outlook for oil and gas markets depends not only on global economic 
growth, but also the regional focus of that growth as emerging markets use more 
energy per unit of gross domestic product (“GDP”) growth than developed countries.  
In the next few years, the world economy is expected to grow on a “two-speed” 
system, with the emerging markets exhibiting notably higher GDP growth than the 
developed countries. 

In the longer term, the global economy is expected to continue to show a marked 
divergence between the OECD countries which have rebounded and will continue to 
grow moderately from a very large base, and the emerging markets, many of which 
will continue to grow quite rapidly, albeit slower than in the past few years.  
 
The Outlook for Oil Prices:  The potential oil price scenarios over the 2014 to 
2015 time period will reflect a number of inter-related factors including the demand 
for oil and oil products, the supply potential from OPEC and non-OPEC nations, 
geopolitical concerns over energy security, changing fiscal terms, real and 
perceived threats to supply, and finally the impact of financial players trading in the 
oil markets.  In all scenarios, it is expected that the oil price environment will be 
volatile, but it is expected to be sustained at a level which is significantly higher than 
prices experienced just a decade ago.  
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At the end of the 1990s and in the early 2000s, OPEC was able to maintain a 
surplus capacity level of approximately 6% of total world demand for oil.  As world 
demand for oil rose, and non-OPEC production stayed relatively flat, global excess 
capacity began to drop sharply, leaving the world oil supply system with little ability 
to replace any unexpected shortfalls in supply due to either geologic or political 
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