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Recent research and research resources 
Recent research and financial data on Providence 
Sector research and data on Resource 
 
 

Acquisition of US oil and gas company is a good deal for 
Providence 

• Providence has bought 5.9m barrels of oil equivalent of 
proven reserves in the Gulf of Mexico for $67.5m, or 
$11.44 per boe, by acquiring Triangle Oil and Gas Inc. 

• Current production from Triangle's assets is 1,300 boepd, 
forecast to rise to 4,000 boepd by the end of 2010. 

• We expect that the cash generated by this incremental 
production will contribute significantly to Providence's 
exploration and appraisal spend over the next three to five 
years. 

Financial flexibility has proved to be critical 
• Providence has a $250m revolving credit facility with 

Macquarie Bank. This means a small company has the 
capacity to buy assets that are material to its overall scale. 

• Even after this deal, Providence will still have considerable 
financial resources to pursue further opportunities to 
increase near-term cashflow. 

Deal marks an ambitious step up the E&P ladder 
• This acquisition, along with last year's acquisition of the 

Singleton Oil Field in the UK, shows Providence's intention 
to diversify its asset base and grow out of the small-cap 
space. 

• The cashflow generated as a result of this deal will allow 
the company to test the prospectivity of its exploration 
assets with minimum shareholder dilution. 

• Although the real value leverage in our valuation for 
Providence is related to high-impact exploration, a first pass 
estimate of cashflows net to Providence from this deal 
indicates that it is worth some 2.1c per share net of debt.  
We are reflecting this in our new risked valuation of 24c 
per share. 

Disclosures 
Davy is regulated by the Financial Regulator and is a member of the Irish Stock 
Exchange and London Stock Exchange. Davy is authorised by the Irish Financial 
Regulator and regulated by the Financial Services Authority for the conduct of 
business in the UK. All prices as of close of previous trading day unless 
otherwise indicated. For the attention of US clients of Davy Securities, this 
third-party research report has been produced by our affiliate, J & E Davy. 
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Proven oil and gas reserves 

¶ Providence has bought 5.9m barrels of oil equivalent in the 
Triangle deal; 1.7m barrels of oil and 25.4bn standard cubic feet of 
gas. 

¶ These reserves are spread over eight producing fields and two 
development assets, all but one of which are in shallow water 
offshore (the Ridge property being onshore). 
¶ Triangle's equity interests range from 12.5% to 50%. It operates 

one of the offshore properties entirely as well as drilling operations 
on another three. Triangle's three key personnel are being retained 
for a minimum of two years to run and expand the portfolio. 

 
Production to increase 

¶ Providence forecasts its net production to increase from 1,300 
boepd in 2008 to 2,500 boepd in 2009 and 4,000 boepd in 2010. 

¶ This will be achieved both by producing from "Proven Developed 
not Producing" (PDNP) reserves and by developing and producing 
"Proven Undeveloped" (PUD) reserves. 

¶ A concentrated drilling programme is planned on the PUD reserves 
over the next 18 months. 

¶ Drilling in the shallow water of the Gulf of Mexico is relatively cost 
effective, and available infrastructure means that development 
times are very short. 

 
Increasing our risked valuation to 24c per share 

¶ We have estimated a five-year production profile for the new 
assets peaking at 4,000 boepd in 2010. 

¶ At an oil price of $85/barrel and a gas price of $9/mcf, we 
estimate that the NPV of future cashflows from these Triangle 
assets, less the acquisition cost, is some $82m. 
¶ This equates to approximately 2.1c per share. 

 
Newsflow expected this summer 

¶ Providence will drill at least two wells in the Celtic Sea this 
summer, starting in July/August. 

¶ We hope to have an update from ExxonMobil on its plans for the 
Atlantic Margin assets after seismic acquisition on the Drombeg 
prospect is complete. 

¶ Further plans for the AJE project offshore Nigeria are also expected 
over the coming months following the successful AJE-4 well in 
April. 

 

¶ Production from the Triangle assets 
is forecast to increase from 1,300 
boepd in 2008 to c.4,000 boepd in 
2010 
¶ This deal will increase Providence's 

current production rate to c.2,000 
boepd 

¶ We are increasing our risked 
valuation from 22c per share to 24c 
per share as a result of the Triangle 
acquisition 
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Important Disclosures 
Analyst Certification 

Each research analyst primarily responsible for the content of this research report certifies that : (1) the views expressed in this research report accurately reflect 
his or her personal views about any or all of the subject securities or issuers referred to in this report and (2) no part of his or her compensation was, is, or will be, 
directly or indirectly related to the specific recommendations or views expressed in this report. 

Regulatory and other important information 

Davy is regulated by the Financial Regulator and is a member of the Irish Stock Exchange and London Stock Exchange. Davy is authorised by the Irish Financial 
Regulator and regulated by the Financial Services Authority for the conduct of business in the UK. No part of this document is to be reproduced without our 
written permission. This publication is solely for information purposes and does not constitute an offer or solicitation to buy or sell securities. This document does 
not constitute investment advice and has been prepared without regard to the individual financial circumstances and objectives of persons who receive it. The 
securities/strategy discussed in this report may not be suitable or appropriate for all investors. The value of investments can fall as well as rise and there is no 
guarantee that investors will receive back their capital invested. Past performance and simulated performance is not a reliable guide to future performance. 
Projected returns are estimates only and are not a reliable guide to the future performance of this investment. Forecasted returns depend on assumptions that 
involve subjective judgment and on analysis that may or may not be correct. Any information related to the tax status of the securities discussed herein is not 
intended to provide tax advice or to be used as tax advice. You should consult your tax adviser about the rules that apply in your individual circumstances. 
This document has been prepared and issued by Davy on the basis of publicly available information, internally developed data and other sources believed to be 
reliable. Whilst all reasonable care has been taken in the preparation of this document, we do not guarantee the accuracy or completeness of the information 
contained herein. Any opinion expressed (including estimates and forecasts) may be subject to change without notice. We or any of our connected or affiliated 
companies or their employees may have a position in any of the securities or may have provided, within the last twelve months, significant advice or investment 
services in relation to any of the securities or related investments referred to in this document. 

Share Ownership Policy 

Davy allows analysts to own shares in companies they issue recommendations on, subject to strict compliance with our internal rules governing own-account 
trading by staff members. 
We are satisfied that our internal policy on share ownership does not compromise the objectivity of analysts in issuing recommendations. 

Conflicts of interest 

Our conflicts of interest management policy is available at www.davy.ie/ConflictsOfInterest. 
Davy acts as stockbroker to Providence. 
Investors should be aware that this research has been disclosed to the issuer(s) in advance of publication in order to correct factual inaccuracies. We are satisfied 
that this has not compromised the report's objectivity. The remuneration of the analyst(s) who prepared this report is based on various factors including company 
profitability, which may be affected to some extent by revenues derived from investment banking. 
Davy is a registered market-maker in the securities of Providence on the Irish Stock Exchange. 
Davy is a registered market-maker in the securities of Providence on the London Stock Exchange. 
Davy may have acted, in the past 12 months, as lead manager/co-lead manager of a publicly disclosed offer of the securities in Providence. 
Investors should be aware that Davy may have provided investment banking services to, and received compensation from Providence in the past 12 months or 
may provide such services in the future. The term investment banking services includes acting as broker as well as the provision of corporate finance services, 
such as underwriting and managing or advising on a public offer. From time to time, Davy may hold a position or deal in the securities referred to in this report. 
Should an instance arise where Davy has a holding that exceeds 5% of the issued share capital of a company, this will be disclosed in this report. 

Other important disclosures 

A description of this company is available at www.davy.ie/RegulatoryDisclosures. 
A summary of our standard valuation methods is available at www.davy.ie/ValuationMethodologies. All prices used in this report are as of close on the previous 
trading day unless otherwise indicated. A summary of existing and previous price targets for each company under coverage, together with an indication of which 
of these companies Davy has provided investment banking services to is available at www.davy.ie/PriceTargets. 

US Securities Exchange Act, 1934 

This report is only distributed in the US to major institutional investors as defined by S15a-6 of the Securities Exchange Act, 1934 as amended. By accepting this 
report, a US recipient warrants that it is a major institutional investor as defined and shall not distribute or provide this report or any part thereof, to any other 
person. 

Distribution of research to clients of Davy Securities in the US 

Davy Securities distributes third-party research produced by its affiliate, J & E Davy. 
Davy Securities is a member of FINRA and SIPC and is regulated by the Financial Regulator. 
Davy Securities does not act as a market-maker. 
This information was current as of the last business day of the month preceding the date of the report. 
An affiliate of Davy Securities may have acted, in the past 12 months, as lead manager/co-lead manager of a publicly disclosed offer of the securities in 
Providence. 
Investors should be aware that an affiliate of Davy Securities may have provided investment banking or non-investment-banking services to, and received 
compensation from, Providence in the past 12 months or may provide such services in the next three months. The term investment banking services includes 
acting as broker as well as the provision of corporate finance services, such as underwriting and managing or advising on a public offer. 

Confidentiality and copyright statement 

Davy, Research Department, Davy House, 49 Dawson St., Dublin 2, Ireland. 
Confidential © Davy 2008. 
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