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Hartshead Resources NL (HHR.AX)  4 October 2021 

 

A responsible and safe European energy 

business in the making 

Hartshead Resources (HHR) is an ASX listed company aiming to be 
a new entrant gas developer in the United Kingdom (UK) North Sea 
with a proven management team. Its small gas pools aggregation 

strategy aims to enable the multi-phased development of 
resources in a market which is short of gas. 

The Southern Gas Basin (SGB) has a central 

JGD= AF L@= 3)ӐK =F=J?Q LJ9FKALAGFӄ 
Domestically sourced natural gas has ~half the average emissions 

intensity of imported LNG thus making it important in achieving 

L@= 3)ӐK ҐҎғҎ F=L R=JG =EAKKAGFK L9J?=Lӄ !GE:AF= L@9L OAL@ Dow 

storage capacity, a decline in existing North Sea gas production 
and a reliance on gas imports, UK gas pricing should be strongly 
supported going forward. The UK natural gas price is currently 

~240 pence/therm versus the 10-year average of ~50 pence/therm.   

Assets in proven basins  
HHR currently has a development portfolio of 354 billion cubic feet 

(Bcf) of discovered 2C contingent resources in the SGB. It is 
currently progressing the Phase 1 assets (Victoria and Viking-Wx 
fields with 2C contingent resources of 217 Bcf through to a field 

development plan (FDP) and the conversion of the 2C contingent 
resource to certified 2P reserves. The Phase 1 asset development 
is targeting preliminary FDP in 2Q 2022 with first gas in late 2024.  

M&A activity in the SGB has been high  
The liquid nature of North Sea Oil and Gas projects in terms of both 
asset and corporate transactions has been key to attracting new 

entrants and capital into the area. Since 2019 there has been 55 UK 

North Sea M&A transactions at an asset and corporate level. The 
exit multiples for blended 2C and 2P contingent resources have 
ranged from US$4 to US$6 per boe. At the above exit multiples for 

H&0Ӑs Phase I assets (2C + 2P of 217 Bcf we get an exit valuation of 

~US$150m to ~US$225m (A$0.09 to A$0.13 ps). 

Experienced management team 
HHR has put together an experienced team that has a seasoned 

skill set including subsurface, engineering, commercial, and 

health, safety, environment and quality (HSEQ) experience. 

Members of the team have been involved in the management of a 

number of successful SGB projects through to exit, including the 
Highland Energy and Caledonia Oil & Gas projects. Both were in 
both in the SGB and exited with the same value drivers as HHR. 

Valuation 
We initiate with a valuation for HHR of A$0.103. Our valuation is 

based on the blend of our Phase 1 project valuation at first gas 
(A$0.10) and a valuation (A$0.11) based on an exit multiple for a 

blended portfolio of 2C contingent resources and 2P reserves of 
~US$5/boe.  

 
 

Hartshead Resources (HHR) is the 100% owner 
and operator of Seaward Production License 
P2607 which is comprised of five blocks in 
Quads 48 and 49 on the United Kingdom 

Continental Shelf, in the Southern Gas Basin. 
The License contains multiple gas fields, some 
of which have been only partially developed. 
There are also several exploration prospects. 

 
 

Stock HHR.ASX 

Price A$0.023 

Market cap A$43m 

Valuation  A$0.10 

 

Company data 

  

Shares on issue 1,849,772,127 

 

Next   news 

Oct 2021  1Q FY22 Appendix 5B 

6 months Optimum development concept 

identified 

6 months Host for gas transmission and 
processing identified 

12 months Revised competent persons 
report and resources for Phase 1  

 

HHR Share Price (A$) 
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Financial data table 

 

Source: Company data, MST Access  

Hartshead Resources HHR-AU
Year end 30 June

MARKET DATA A$ 12 month relative performance versus S&P/ASX 200 Energy Index

Price A$ 0.023

52 week high / low A$ 0.038 - 0.013

Valuation A$ 0.103

Market capitalisation A$m 42.5

Shares on issue (basic) m 1,850

Options & perfomance shares m 135

Potential diluted shares on issue m 1,984

INVESTMENT FUNDAMENTALS FY21 FY22E FY23E FY24E PROFIT AND LOSS (A$m) FY21 FY22E FY23E FY24E

EPS Underlying ¢ (1) (0.5) (0.4) (0.4) Sales $m 0 0 0 0

EPS Reported ¢ (0.6) (0.5) (0.4) (0.4) Operating costs $m (5) (5) (5) (6)

P/E Underlying x n/m n/m n/m n/m EBITDAX $m (5) (5) (5) (6)

P/E Reported x n/m n/m n/m n/m Exploration & development $m (1) (4) (4) (5)

EBITDA $m (6) (9) (10) (10)

Dividend A¢ 0.0 0.0 0.0 0.0 Depreciation & amortisation $m (0) (0) (0) (0)

Payout ratio % 0% 0% 0% 0% EBIT $m (6) (9) (10) (10)

Yield (Y/E/ spot) % 0.0 0.0 0.0 0.0 Net interest $m 0 0 0 0

PBT pre impairments / unusual $m (6) (9) (10) (10)

Free cash flow $m (1) (9) (9) (10) Impairments $m 0 0 0 0

Free cash flow per share ¢ (0) (0) (0) (0) Pretax Profit $m (6) (9) (10) (10)

Price to free cash flow x n/m n/m n/m n/m Tax expense $m 0 0 0 0

FCF Yield % n/m n/m n/m n/m NPAT $m (6) (9) (10) (10)

Minority interests $m 0 0 0 0

Year end share price / Spot A$ 0.016 0.023 0.023 0.023 Reported NPAT $m (6) (9) (10) (10)

Year end shares m 1,850       2,135       2,330       2,330       BALANCE SHEET(A$m) FY21 FY22E FY23E FY24E

Potential Diluted shares m 1,850       2,264       2,459       2,459       Cash $m 7 8 10 0

Market cap (Y/E / Spot) $m 30 49 54 54 Receivables $m 0 0 0 0

Net debt /(cash) $m (7) (8) (10) (0) Other $m 0 0 0 0

Enterprise value $m 23 41 43 53 Current assets $m 7 8 10 0

EV/EBITDAX x n/m n/m n/m n/m Plant and equipment $m 0 0 0 0

Net debt / Enterprise Value x (0.3) (0.2) (0.2) (0.0) Exploration and evaluation assets $m 0 0 0 0

Associates $m 0 0 0 0

Reserves and Resources (Bcf) Other $m 0 0 0 0

Non current assets $m 1 0 0 0

Phase 1 License 1C 2C 3C Total Assets $m 8 8 11 1

Victoria 49/17b 84 125 177 Payables $m 1 1 1 1

Viking-WX 49/17b 62 90 124 Borrowings $m 0 0 0 0

Combined 49/17b 161 217 285 Other $m 0 0 0 0

Current liabilities $m 1 1 1 1

Phase 2 License 1C 2C 3C Borrowings $m 0 0 0 0

Tethys North 49/6c, 49/11c14 39 70 Other $m 0 0 0 0

Audrey NW 48/15c 35 100 387 Non current liabilities $m 0 0 0 0

Combined 139 Total Liabilities $m 1 1 1 1

Equity $m 55 70 83 83

Phase 3 License P90 P50 P10 Retained earnings $m (58) (67) (77) (87)

Vixen SW 49/17b 29 56 94 Reserves / Other $m 5 4 4 4

Vixen SE (Exploration) 49/17b 43 85 102 Shareholder's equity $m 2 7 10 (0)

Valuation based on North Sea recent M&A tranaction multiplesBase case CASH FLOW (A$m) FY21 FY22E FY23E FY24E

Transaction multiple (US$/boe) 4.00 5.00 6.00 OCF - pre interest & tax $m (1) (9) (9) (10)

2C resources  (MMboe) 37.4 37.4 37.4 Net corporate interest $m 0 0 0 0

Exit value (US$m) (FY24) 150 187 224 Tax Paid $m 0 0 0 0

A$m 206 258 309 Other $m (1) 0 0 0

A$ per share $0.09 $0.11 $0.13 Operating cash flow $m (1) (9) (9) (10)

PPE $m (0) 0 0 0

Valuation based on Phase 1 project (First Gas in FY25) Development capex $m 0 0 0 0

Cash flows (Project Value) (£m) 510 Investments / Divestments $m 0 0 0 0

Less project net debt  (£m) (185) Other investing cash flow $m 0 0 0 0

Project equity value FY24 (£m) 325 Net investing $m 1 0 0 0

Sell down 50% Net movement in Equity $m 8 10 13 0

HHR share of project equity post farm-out (£m) 163 Cash dividends Paid $m 0 0 0 0

Equity value per share FY24 (£) 0.07 Net debt movement $m 0 0 0 0

Equity value per share FY24 (A$) 0.12 Other $m (0) (1) (1) 0

Cost of equity (Ke) 10% Net Financing $m 8 10 12 0

Discounted back to today (A$) $0.10 Change in cash $m 7 1 3 (10)
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Hartshead Resources to supply gas into UK market that is short gas  

We are initiating on Hartshead Resources (HHR) with a valuation of A$0.103. 

HHR is a new entrant in the Southern Gas Basin (SGB) of the North Sea. Its small gas pools aggregation strategy aims 
to enable the multi-phased development of resources in a market which is short of gas.  

When these gas pools are aggregated and coupled together with a thorough interpretation of the existing subsurface 
dataset, there is a compelling investment case that a single owner/operator can execute against a development plan 

carefully designed and phased to fully exploit the resources through a single offtake route and in order to maximise 

economic recovery. 

HHR has put together an experienced management team with over 250 years combined industry experience and UK 
SGB specific knowledge. The team has a seasoned skill set including subsurface, engineering, commercial, and health, 
safety, environment and quality (HSEQ) experience that has successfully managed a number of SGB projects.  

Members of the team were involved with the management of one of the early private equity funded entrants to the UK 

Southern North Sea in the late 1990s with Highland Energy which was subsequently sold to the German utility group 
RWEȤDea in 2002.  

HHR team members were subsequently backed again in 2003 to assemble another Southern Gas Basin vehicle, 

Caledonia Oil & Gas, which acquired a controlling interest in Consort Energy and was sold just two years later to German 
utility, E.oN, for £470m.  

Figure 1 ӛ Why are HHR targeting the Southern Gas Basin? 

 

Source: Company 

HHR's strategy is to build a European Energy portfolio  which is financially, technically and environmentally sound. It 
aims to do this by following certain principles:  

¶ Environmentally responsible with focus on low emissions operations and a netȤzero future;  

¶ Ensuring commercial potential in all acreage or asset positions which benefits all stakeholders;  

¶ Best in class technical and commercial planning and evaluations;  

¶ Application of industry proven technology to unlock value.  

HHR believes that, by following these guiding principles it can deliver benefits to all stakeholders while helping meet 
Europe growing energy demands. 
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HHR is the 100% owner and operator of License P2607 which is comprised of five blocks in Quads 48 and 49 on the 

United Kingdom Continental Shelf, in the SGB which it won in the UK 32nd Offshore Licensing Round. The license 
awarded covers four existing discoveries and two drill -ready prospects in five contiguous blocks.  

Figure 2 ӛ H&0ӐK portfolio well positioned for UK gas market 

 

Source: Company  

HHR management estimate 354 Bcf (61 MMboe) of 2C resources are contained in the existing discoveries and 141 Bcf 
(24 MMboe) in the prospective resources. All existing discoveries have multiple wells, flow tests and historical 
production. ;GEH=L=FL H=JKGFӐK J=HGJL ӦCPR)1 recently completed on the Phase 1 development fields estimate 217 

Bcf (37.4 MMboe) of 2C resources.  

It is currently progressing the Phase 1 assets (Victoria and Viking-Wx fields through to a field development plan (FDP) 
and the conversion of the 2C contingent resource base to certified 2P reserves.  

The Phase 1 asset development is targeting preliminary FDP in 2Q 2022 with first gas in 2024. 

What is the problem HHR is hoping to help solve? 

UK energy supply and electricity generation are becoming more diverse as renewable generation becomes to 
contribute an ever-greater proportion. Coal and nuclear generation is shrinking in the generation mix as plant is 

decommissioned reflecting the age of the fleet, environmental concerns and the de-carbonisation of the sector.  

The Office of Gas and Electricity Markets (Ofgem) in the UK has noted that an ӑincrease in intermittent generation has 
increased the difficulty of operating t@= 3) =F=J?Q KQKL=EӒ Ӧ->?=E ҐҎҏҗӧ. UK gas generation was ~37% of the total in 

2020 (See Figure 3) but is expected to become a significantly greater proportion by 2040 (See Figure 5).  

The 3)ӐK H@QKA;9D ?9K demand is ~50% from its own declining production sites, with the balance coming via pipelines 
from Europe or shipped in as liquefied natural gas (LNG) from the US, Qatar and Russia.  

Oil and Gas UK (OGUK) has predicted that UK North Sea production output will roughly halve by 2027 unless new fields 

are opened. "If that happens the UK will be even more reliant on imports than now," it said. 

 
1 Volumetric estimates are from Oilfield ProductAGF !GFKMDL9FLK Ӧ-.!ӧ *L<Ӆ 'F<=H=F<=FL !GEH=L=FL .=JKGFK 0=HGJL Ӧ!.0ӧ =FLALD=< ӑ!GFLAF?=FL

0=KGMJ;=K 0=NA=O 9F< M<AL Ӧ4A;LGJA9 9F< 4ACAF? 5PӧӒ <9L=< -;LG:=J ҐҎҐҎ 
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Figure 3 ӛ 5@9L ?=F=J9L=K L@= 3)ӐK HGO=JӋ 

 

Source: Ofgem  

Low storage capacity, a decline in existing North Sea gas production and a reliance on gas imports should support UK 
gas pricing going forward.  

Where are gas prices now and where are they going? 

The pandemic caused gas demand in the UK to lower in spring 2020, resulting in low gas prices (see Figure 4), reduced 
UK production and delayed maintenance work and investment along global supply chains.  

We note here UK gas prices are commonly referenced to the National Balancing Point2, referred to as the NBP and are 

priced at Great Britain pence/therm3 (pence/thm). 

Figure 4 ӛ UK NBP gas prices (last 10-year average ~50 pence/therm) ӛ Spot currently ~240 pence/therm 

 

Source: FactSet  

 
2 The National Balancing Point, commonly referred to as the NBP, is a virtual trading location for the sale and purchase and exchange of UK natural 
gas. It is the pricing and delivery point for the ICE Futures Europe (Intercontinental Exchange) natural gas futures contract. It is the 2nd 

most liquid gas trading point in Europe and is a major influence on the price that domestic consumers pay for their gas at home[citation needed]. 
Gas at the NBP trades in pence per therm. It is similar in concept to the Henry Hub in the United States ӛ but differs in that it is not an actual 
physical location. 

3 A therm (thm) is a non-SI unit of heat energy equal to 100,000 British Thermal Units (BTU). It is approximately the energy equivalent of burning 

100 cubic feet of natural gas. 
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Globally, in early 2021, a cold winter in Asia prompted a dramatic spike in LNG spot prices. A hot summer followed, 

increasing electricity demand for cooling. Resulting high LNG prices limited deliveries to Europe, but lockdowns were 
lifting and economies recovering. Energy demand started to recover. 

Traditionally, Europe uses the summer, when gas prices are lower due to limited heating demand, to fill reserves for 

the winter.  

Following the closure of the Rough4 storage facility due to safety concerns in the UK in 2017, a depleted gas field in the 
North Sea, the UK now has no long-term storage.  

Wind power generation has been lower than average during summer 2021 due to mild weather conditions. High carbon 

prices in the EU has reportedly reduced the level of coal-fired power generation so more gas than usual has been used 
to generate electricity, leaving less gas to go into storage. 

Given the Nordstream 2 (NS2) pipeline linking Russia to Germany via the Baltic has been delayed due to the certification 
process, an increase in gas imports from Russia to relieve the situation is unlikely to occur in CY 2021. Additionally, 

higher prices in Asia have attracted gas exports from the US. More recently, the lasting impact of the pandemic on shale 

production has been complicated by damage from Hurricane Ida. US domestic gas prices are also high and LNG exports 
have fallen.  

Given all of the above, the UK is experiencing abnormally high gas prices (Figure 4) reflecting all the supply and demand 
issues noted. 

The UK NBP gas futures for prior settlements for gas prices out to FY26 (Figure 5) are implying the mark ets 
believe this is likely to be short -term in nature  with the current 2021/22 winter pricing of ~200 pence/therm  

before reducing back down to summer pricing of 50 pence/therm and winter pricing of ~60 pence/therm in 2026. 

We note though that what is currently occurring will provide long term gas users , the impetus to lock in offtake 
agreements which potentially is very timely for HHR as it progresses through to first gas in late 2024.  

Figure 5 ӛ UK NBP gas price futures 

 

Source: https://www.cmegroup.com/markets/energy/natural-gas/uk-nbp-natural-gas-calendar-month.html# 

In a global context we believe gas will play a major part in the transition to a generation mix that has a larger percentage 
of renewables.  

As coal fired power stations are retired to meet emissions targets and until massive scale storage is available, or nuclear 

generation is increased significantly, natural gas can provide an ideal transition energy source.  

 
4 Rough is the largest gas storage facility in Great Britain, that used to be used by market participants to store gas in the summer and deliver that 

gas to meet peak demand in the winter. 

0

25

50

75

100

125

150

175

200

225

250

275

Nov 21 May 22 Nov 22 May 23 Nov 23 May 24 Nov 24 May 25 Nov 25 May 26 Nov 26

U
K

 N
B

P
 N

a
tu

ra
l 
G

a
s
 F

u
tu

re
s
 (

p
e

n
c
e

 
/ 

th
e

rm
)

https://www.cmegroup.com/markets/energy/natural-gas/uk-nbp-natural-gas-calendar-month.html


 

 

Page 11 

Page 7 

We note with interest the decision by Beijing to provide no further foreign coal fired power funding. This is clearly an 

important step by the Chinese President. It is also a positive for gas / LNG as coal becomes less available in emerging / 
high energy demand growth countries. 

The UK Oil and Gas Authority (OGA) (May 2021) note that net gas production has fallen from 108.3 billion cubic metres 

(bcm) in 2000 to 34.9 bcm (13.2 billion therms) in 2020 and is forecast to fall to 17.8 bcm (6.7 billion therms) in 2030.  

https://www.ogauthority.co.uk/data-centre/data-downloads-and-publications/production-projections/ 

Over the same periods gas demand has gone from 96.1 bcm in 2000 to 74.5 bcm in 2020 and is forecast to be 60.9 bcm 

in 2030. If this forecast is correct the UK will need to import a material volume of gas.  

An alternative view is provided by Xodus, a global energy consultancy; https://www.xodusgroup.com/. According to 
Xodus Group ӑthere will need to be significant growth in the supply of natural gas. Whether this is double or treble 
;MJJ=FL D=N=DK AK MH >GJ <=:9L=Ӆ :ML L@= J=IMAJ=E=FL >GJ L@= #ҍ. AF<MKLJQ LG 9<BMKL LG ӏEGJ= ?9KӐ AK FGLӄӒ  Even if Xodus 
(Figure 6) is only half right, L@= 3)ӐK ?9K <=E9F< :Q ҐҎҒҎ AK ?GAF? LG := E9L=JA9DDQ MH GF ҐҎҏҕ D=N=DKӄ 

Figure 6 ӛ Forecast primary energy supply for the UK in 2040 

  

Source: IEA, BP, Xodus  

Add an increasing global demand for energy we see a long-term future for gas exploration and production. Global 

demand for gas is expected to increase at the same time as the UK becomes increasingly reliant on imports.  

Near-term activities, news flow and share price catalysts 

Development on License P2607 has a phased approach, initially with the development of 217 Bcf of gas to support 

construction of a production hub, pipeline to host facilities and host facilities modified to receive HHR sales gas.  

This hub will then enable the satellite development of smaller pools, such as those at Tethys North, or indeed from 

successful exploration drilling, where these gas pools would have been stranded without access to the Phase I 
infrastructure.  

The first part of the development planning will be thorough subsurface analysis and modelling to assist with detailed 
well placement and design, production forecasting and selecting the optimal development concept.  

Following this the Phase I development will be ready to commence engineering design prior to taking a final investment 
decision on the development of the two gas fields.  

As HHR progresses through each material milestone of the Phase I, II and III work programs in our view the assets will 

increase in value and become increasingly attractive to potential acquirers. We see a number of key valuation accretion 
points including achieving an independent CPR audit, preliminary FDP/FEED, final FDP approval, and the conversion 

of 2C contingent resources to 2P reserves. 

https://www.ogauthority.co.uk/data-centre/data-downloads-and-publications/production-projections/
https://www.xodusgroup.com/
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 Figure 7 ӛ HHR Phase 1 key milestones out to first gas in 2024 

 

Source: Company  

The Phase II fields have technical uncertainty due to proximity to salt structures in the sedimentary section above the 
fields. Work will initially focus on reducing this uncertainty using modern seismic depth migration algorithms to 
improve seismic imaging at the accumulations. Following this, full field dynamic modelling will be introduced in a 
similar way to the Phase I fields, to enable selection of the optimal development concept, move the project to detailed 

design and ultimately full field development.  

Phase III exploration prospects will be remapped and reȤrisked, along with the remapping of the rest of the license area, 
to generate a full inventory of prospects and leads for future exploration. All of these opportunities will then be 
evaluated commercially and a decision to potentially drill a future exploration well could be taken. 

Figure 8 ӛ HHR Phase 2 key milestones out to 2025 

 

Source: Company   
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Valuation 

We initiate on HHR with a valuation of $0.103, that is a blend of: 

¶  a spot valuation (A$0.10) of HHR assuming Phase 1 is developed (includes no value for Phase 2 and the exploration 
portfolio ), and  

¶ a value implied from recent historical exit multiples for transactions in the North Sea (A$0.11). (See below). 

We note if we run our Phase 1 base case valuation at a higher assumed gas price (60 pence/therm up from 50 

pence/therm), our Phase 1 base case valuation lifts from A$0.10 to A$0.13. 

Merger and acquisition activity has been high  

The liquid nature of North Sea Oil and Gas projects in terms of both asset and corporate transactions has been key to 
attracting new entrants and capital into the area. Since 2019 there has been 55 UK North Sea M&A transactions at an 
asset and corporate level.  

The exit multiples for blended 2C and 2P contingent resources have ranged from US$4 to US$6 per boe.  

I> L@= =PAL EMDLAHD= AK 9HHDA=< LG &&0ӐK .@9K= ' 9KK=LK ӦҐ! G> Ґҏҕ  ;> ӦґҕӄҒ ++:G=ӧwe can imply an exit valuation of 

~US$150m to ~US$225m (A$0.09 to A$0.13 per share). 

Upside valuation risk 

We also note if the recent 43% in the volume of gas initially contained within the Viking Wx field lifts the Phase 1 2C 

resource from 217 Bcf to 276 Bcf and HHR is able to progress the development planning and have its Phase 2 contingent 
resource of 139 Bcf upgraded to audited contingent resources with an independent competent persons report (CPR), 
total 2C could lift to 415 Bcf or 71.6 MMboe.  

Using the same US$4/boe-US$6/boe transaction multiple range results in implied values for the HHR resources of 
A$0.17 to A$0.25 per share.  

 

Risks to our valuation and forecasts 

The key risks to our financial forecasts and valuation include: 

¶ UK gas pricing particularly if HHR are unable to sign long term offtake contracts,  

¶ quantum of capital expenditure and forecast over runs,  

¶ access to gas distribution infrastructure,  

¶ project timing,  

¶ reserve and resource estimates,  

¶ operational risks including equipment failure,  

¶ regulatory changes,  

¶ governmental responses to climate change and the impact on gas demand, 

¶ and the ability to find partners and or source capital to complete the first project.  
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Hartshead Resources NL Overview 

HHR is focussed on building a financially, technically and environmentally responsible European Energy business. 
&&0ӐK ?G9D AK LG K=;MJ= 9F< AFN=KL AF HJGB=;LK O@=J= J=KGMJ;=K ;9F := =PLJ9;L=< 9F< <=DAN=J=< LG E==L #MJGH=ӐK ?JGOAF?
energy demand while supporting the transition to a low carbon future. To meet this goal the principle focus is to 

develop gas resources whilst ensuring these are low emission development projects.  

In progressing this strategy HHR has received a formal award of a single license (Production Seaward License P2607) 
comprising five blocks in the Southern Gas Basin (SGB)5 in the recent UK 32nd offshore licensing round.  

HHR brings together a highly experienced oil and gas team with specialised knowledge covering subsurface, 
engineering, commercial, QHSE and capital markets with the required skill sets needed to successfully and safely 
deliver oil and gas up stream projects. 

Hartshead Resources Development Plans 

Phase 1 Development 
The proposed Phase I project consists of the development of the Victoria and Viking Wx fields located in block 49/17b 

of Quadrant 49 of the UK North Sea with an audited combined 2C contingent resources of 217 Bcf. 

Victoria Field:  

The field was discovered in 1969 and produced from 2008 to 2015 via a single development well which produced 13 Bcf 

following an initial rate of ~14 MMscfpd from a single frac and was produced via subsea tie-back to the Viking 

infrastructure. 

Figure 9 ӛ Reservoir Correlation from Wells Drilled in the Victoria Field showing gas pay in each well (red) 

 

Source: Company  

An initial GasȤinitiallyȤinȤplace (GIIP) estimate ranged from 179 Bcf (P90) to 307 Bcf (P10) with a best estimate of 234 

Bcf. The 2C remaining contingent resource estimate is 125 Bcf. 

The Field has five well penetrations, all with gas pay in the Rotliegendes reservoir including: 

 
5 Please see Appendix 4 for a history of the Southern Gas Basin with respect to geology, historic production. 
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¶ a 192 m gross gas column in 49/17-4A well, 

¶ the wells all appear to have common gas-water contact, and 

¶ the reservoir structure has been clearly imaged on 3D seismic data. 

The structure is a simple NW-SE trending series of fault blocks with a maximum top reservoir height above the gas-
water contact at c. 320 m. there has been multiple wells drilled with successful well tests. The current recovery factor 
is ~6% with 222 Bcf of gas remaining resulting in it having a large undepleted gas resource across the entire structure 

Figure 10 ӛ Top Reservoir Structure at the Victoria Gas Red Area represents Gas Pay within Rotliegendes Reservoir 

 

Source: Company 

 

Viking Wx Field:  

The Viking field was also discovered in 1969. GasȤinitiallyȤinȤplace estimate ranged from 148 Bcf (P90) to 256 Bcf (P10) 

with a best estimate of 214 Bcf. 

We note that HHR has just announced an increase of 43% in the volume of gas initially contained within the Viking Wx 

field which has the potential to provide substantial upside potential for the overall project and economics.  

The recent completion of the Viking Wx geoȤcellular static reservoir model indicates gasȤinitiallyȤinȤplace (GIIP) of 368 

Bcf, an increase of 112 Bcf from 256 Bcf.  

Currently the resource report states 90 Bcf of 2C exists and 46 Bcf has already been recovered. Thus, the implied 
recovery factor is ~53% [(90 Bcf plus 46 Bcf)/256 Bcf].  

If we assume the same recovery factor on the new GIIP (368 Bcf) we get a potential recoverable forecast of 195 Bcf (less 
the 46 Bcf already produced), giving us a new 2C of 149 Bcf. 

Phase 1 production thus has the potential to lift from 217 Bcf to 276 Bcf. We have run this as an upside scenario in our 

valuation section.  

Phase I GIIP now could be as high as 603 Bcf. 
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The field produced a total of 46 Bcf from a single well (49/17-12) from 1999 to 2014 at a maximum rate of 44 MMscfpd 

from two fracs (Figure 13).  

It has a 248 m gross gas column and pressure data indicates the well is only connected to 60 Bcf of gas within a single 
structural compartment, Thus, HHR believe much of the gas within the field is un-depleted and can be developed and 

produced. 

The reservoir structure has been clearly imaged on 3D seismic data. A second well has penetrated a completely un-
depleted compartment (49/17-4) which has a 91 m gas column above the gas-water contact.  

Figure 11 ӛ Top Reservoir Structure at the Victoria Wx Field Red Area represents gas pay within the Rotliegendes 

Reservoir 

  

Source: Company  

 

Phase 2 

The Phase II projects consist of the developments of the Audrey NW and Tethys North fields located in blocks 48/15c 
9F< ҒҗӬҔ; Ừ ҒҗӬҏҏ;Ӆ J=KH=;LAN=DQӅ G> /M9<J9FLK ҒҖ ҍ Ғҗ G> L@= 3) ,GJL@ 1=9 OAL@ E9F9?=E=FLӐK :=KL =KLAE9L= G> ҏґҗ  ;>
of combined recoverable resources. 

It is the intention to develop the Phase II projects with the infrastructure deployed to develop the Phase I projects.  

Audrey NW  

The Audrey field was discovered in 1975 and has produced 700 Bcf to date.  

The NW flank of the field (Audrey NW) represents an undeveloped part of the field with a single well penetration that 
produced 26 Bcf of gas.  

Reservoir engineering studies indicate that this well alone could hold up to 153 Bcf of gas whilst further mapping across 
the entire structure points to a potential for more than 500 Bcf of gas.  

+9F9?=E=FLӐK =KLAE9L= G> Ґ! ;GFLAF?=FL J=KGMJ;=K >GJ M<J=Q ,5 AK ҏҎҎ  ;>ӄ 
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Figure 12 ӛ PHASE II ӛ Audrey North-West Gas Field 

  

Source: Company, MST Access  

Tethys North  

Discovered in 1991 the Tethys field was placed on production via a single well which produced 18 Bcf of gas.  

However, the Tethys North part of the field remains undeveloped.  

+9F9?=E=FLӐK %''.estimates range from 53 Bcf to 239 Bcf with a best estimate of 130 Bcf.  

Management mapping of the field indicate a 2C contingent resource of 39 Bcf likely to be recovered from a single well 

development tied back to the Phase I infrastructure. 

  

Figure 13 ӛ PHASE II ӛ Tethys North Gas Field 

  

Source: Company, MST Access  
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Phase 3 

The Phase III projects consist of the exploration portfolio containing the Vixen SW and Vixen SE drillȤready prospects in 
:DG;C ҒҗӬҏҕ: OAL@ E9F9?=E=FLӐK =KLAE9L= G> MFJAKC=< .JGKH=;LAN= Ӧ.ғҎӧ 0=KGMJ;=K LGL9Dling 141 Bcf or 60 Bcf on a 
JAKC=< :9KAKӄ 'L AK E9F9?=E=FLӐK 9AE LG HJG?J=KK L@AK HGJL>GDAG 9F< KMHHD=E=FL AL OAL@ 9<<ALAGF9D =PHDGJ9LAGF HJGKH=;LKӇ

HGL=FLA9DDQ >JGE 9 J=NA=O G> &&0ӐK DA;=FK=< 9;J=9?= 9F< L@= 9<B9;=FL J=?AGF >GJ EAKK=< GHHGJLMFALA=K HJAGJ LG L@=initi al 
term license relinquishment. 

Figure 14 ӛ HHR Exploration prospects 

  

Source: Company  

$GDDGOAF? >AF9D $". KM:EAKKAGF G> .@9K=K ' 9F< '' AL AK E9F9?=E=FLӐK 9KHAJ9LAGF L@9L L@= .@9K= ''' HGJL>GDAG ;GMD<
potentially generate the next field development opportunities. 

  


