
� �
� �

�

���

ENERGY WATCH LIST 
August 18, 2010 

���������� �

� �

�

� ��������	�
��	
�������������
		����������	��������� �����������
�
���������� !"��#$� � ����%���&����'())) � �*���%���&����'()$$ �
� �+�,�-����.����-/�������!'�� �� �#0	��	�����1�-��
,��#��
(���1$� � ����%���&�(�$'!$�� � �*���%���&�(�$'�$���

� ����	
2
����1	��
	������	����!��(�����

�
/���
		�� �3�����0	
���1��3�1��4� � �%���&���!'!)��� � �%���&���!'!)���

�
�

Primary Petroleum Corporation (PIE-TSXV, $0.31)  

NOT RATED�

Kirk Wilson (403) 767-0820 
John O’Keane, Associate (403) 767-0825 
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Company Profile
Previous Close $0.31
52-Week High-Low $0.48 - $0.04 
Avg. Daily Volume (30 days) 172,800
Basic SO (mm) 92.1
Fully Diluted SO (mm) 125.2
Market Cap ($ mm) $28.1
Net Working Capital Surplus (mm) $0.9
Enterprise Value ($ mm) $27.2
Fiscal Year End 31-May

Shareholders 
Mgmt & Directors: 10.1%
Pinetree Resources Corp. 10.1%
Float 79.8%

Operating
Average Production - 2010E (boe/d) 10
    % Oil 0%
2009 Reserves (P+P) (mboe) 240
Net Undeveloped Land (Acres) 208,712

Source: CapitalIQ

Management 
Mike Marrandino - President and CEO & Director
Rod Haverslew, M.Sc., P.Geol. - VP Exploration & Director
Paul Plater, CA, CPA (Illinois) - CFO
Colleen Bailey - Manager of Land 

Board 
Mike Marrandino - President and CEO
Rod Haverslew, M.Sc., P.Geol. - VP Exploration
Alan Blair - Senior Partner, GLH L.L.P. 
Rob Geisthardt - Partner, Quantum Advisory Partners L.L.P.

Primary is a junior oil and gas company engaged in 
exploration and development of light oil resource plays in 
Montana. 

0.00

0.50

1.00

1.50

2.00

2.50

3.00

3.50

Aug-2009 Jan-2010 May-2010 Aug-2010

V
ol

um
e 

(in
 m

ill
io

ns
)

$-

$0.05

$0.10

$0.15

$0.20

$0.25

$0.30

$0.35

$0.40

$0.45

$0.50

S
ha

re
 P

ric
e 

($
C

A
D

)

�

LARGE, FOCUSED EXPOSURE TO ALBERTA BASIN BAKKEN 
 

Technology advancements have made several massive, tight light oil resource plays 
highly economical and sought after.  The Alberta Basin Bakken appears to be the next on 
that list.  Primary is almost exclusively focused on that play in Montana.  Significant, 
recent industry activity in this fairway, immediately north of Primary's land position, has 
pointed to an emerging light oil resource play that is analogous to the Williston Basin. 

HIGHLIGHTS : 
Large Contiguous Land Position 

·  110,000 contiguous acres (100% WI) in western Montana, which are favourably 
located 12 miles south of Bakken lands owned by Rosetta Resources and 
Newfield Exploration and Anschutz Oil and Gas where 16 wells have been 
permitted, spud and/or drilled (Exhibit 2).  

·  20,000 contiguous acres (100% WI) in eastern Montana, located northwest of the 
Elm Coulee Bakken field where 70 mmbbls have been recovered (Exhibit 3).  

Potential to Exceed Other Bakken Plays 

·  Rosetta estimates 13-15 mmboe per section of OOIP in the Lodgepole, Bakken, 
Three Forks and Nisku formations based on three delineation wells.  This 
compares favourably to the other Bakken plays. 

Over 10x Potential Value 

·  Based on data from Rosetta and similar economics to SE Sask and North Dakota 
Bakken plays, PIE could have 127 mmbbls of un-risked recoverable resource on 
its two land blocks in Montana (assuming a 50% WI farm-out).  On a risked basis, 
PIE has a potential NPV10 of $3.00 per FD share.  (Exhibit 4). 

·  High prices at recent land sales suggest significant value for Primary's land.  At 
the July 7/10 land sale price of $1,450/acre (Exhibit 1: land near the 
Alberta/Montana border), Primary's land position in western Montana alone 
results in a value of $160 million ($1.34/ FD share).  

Advantageous Economics 

·  Primary's lands are generally subject to a 20% royalty (mostly fee simple), 
compared to over 30% on the Blackfeet Indian Reservation to the north, where 
Rosetta and Newfield are.  Primary has 5-yr lease terms with 5-yr renewals. 

POTENTIAL CATALYSTS : 
·  Industry activity could prove up the play as both Rosetta and Newfield have 

multi-well programs planned for the Alberta Basin in H2/10. 

·  Joint venture partner likely needed to effectively capitalize this exploration.  With 
~$1mm in cash and another $3.75mm possible through forced conversion of 
outstanding warrants, Primary can fund some exploration activity in the absence 
of a joint venture partner.�
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Exhibit 1: Southern Alberta Land Sales 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: GeoScout  
 
 
Exhibit 2: Western Montana Land Holdings Exhibit 3.  Eastern Montana Land Holdings 
  

 
Source: Company Presentations   
 
Exhibit 4: Potential Risked Net Asset Value  

Net Potential Un-risked Risked
Sections OOIP Recovery Recoverable Recoverable Risked

(50% farm-out per section Factor Reserves Reserves NPV10

Property assumed) mmbbls % mmbbls Prospectivity mmbbls $mm per FD share

Western Montana Bakken 86 13 10% 112 15% 16.8 $335 $2.80

Eastern Montana Bakken 16 10 10% 16 8% 1.2 $23 $0.20

Total 102 23 127 17.9 $359 $3.00

Risked
NPV10

 
Source: Clarus Securities   
 
RISKS 

·  Exploration drilling has inherent uncertainties.  Commercial quantities of oil or gas have not been proven on either of 
Primary’s land blocks at this point. 

·  The Company is currently seeking a JV partner to exploit their lands, there is uncertainty in finding a suitable partner.  
·  Access to technical personnel and services will be required to develop the assets. 
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General Disclosure 

The information and opinions in this report were prepared by Clarus Securities Inc. (“Clarus Securities”).  Clarus Securities is a wholly-owned subsidiary of Clarus 
Securities Holdings Ltd. and is an affiliate of such. The reader should assume that Clarus Securities or its affiliate may have a conflict of interest and should not rely solely 
on this report in evaluating whether or not to buy or sell securities of issuers discussed herein.   

The opinions, estimates and projections contained in this report are those of Clarus Securities as of the date of this report and are subject to change without notice.  Clarus 
Securities endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable and contain information and opinions that are 
accurate and complete.   However, Clarus Securities makes no representation or warranty, express or implied, in respect thereof, takes no responsibility for any errors and 
omissions contained herein and accepts no liability whatsoever for any loss arising from any use of, or reliance on, this report or its contents.  Information may be available 
to Clarus Securities or its affiliate that is not reflected in this report.  This report is not to be construed as an offer or solicitation to buy or sell any security. No part of this 
report may be reproduced or re-distributed without the written consent of Clarus Securities. 

Conflicts of Interest  

The research analyst and/or associates who prepared this report are compensated based upon (among other factors) the overall profitability of Clarus Securities and its 
affiliate, which includes the overall profitability of investment banking and related services.  In the normal course of its business, Clarus Securities or its affiliate may 
provide financial advisory and/or investment banking services for the issuers mentioned in this report in return for remuneration and might seek to become engaged for such 
services from any of such issuers in this report within the next three months.  Clarus Securities or its affiliate may buy from or sell to customers the securities of issuers 
mentioned in this report on a principal basis.  Clarus Securities, its affiliate, and/or their respective officers, directors or employees may from time to time acquire, hold or 
sell securities discussed herein, or in related securities or in options, futures or other derivative instruments based thereon.   

Analyst’s Certification 

Each Clarus Securities research analyst whose name appears on the front page of this research report hereby certifies that (i) the recommendations and opinions expressed in 
the research report accurately reflect the research analyst’s personal views about the company and securities that are the subject of this report and all other companies and 
securities mentioned in this report that are covered by such research analyst and (ii) no part of the research analyst’s compensation was, is, or will be directly or indirectly, 
related to the specific recommendations or views expressed by such research analyst in this report. 

Equity Research Ratings 

Buy:  Attractively valued and expected to appreciate significantly from the current price over the next 12-18 months. 

Speculative Buy:  Expected to appreciate significantly from the current price over the next 12-18 months. Financial and/or operational risk is high in the analyst’s view.  

Accumulate: Attractively valued, but given the current market price, is expected to appreciate moderately over the next 12 -18 months. 

Hold:   Fairly valued and expected to trade in line with the current price over the next 12-18 months. 

Sell:  Overvalued and expected to decline from the current price over the next 12-18 months.  

Under review:  Pending additional review and/or information. No rating presently assigned. 

A summary of our research ratings distribution can be found on our website.  

Dissemination of Research 

Clarus Securities’ Equity Research is available via our website and is currently distributed in electronic form to our complete distribution list at the same time.  Please 
contact your Clarus institutional sales or trading representative or investment advisor for more information.  Institutional clients may also receive our research via 
THOMSON and REUTERS.   

Business Continuity Planning 

Our clients’ funds and securities are maintained at our carrying broker, NBCN (250 Yonge Street P.O. Box 19, Toronto, ON M5B 2L7, phone number 416-542-2200, 
Website: www.nbcn.ca).   In the event of a significant business disruption, should you not be able to communicate with your Clarus representative, please contact the 
following representative at NBCN for access to your funds and securities: Mike Tate (416-542-2255 or michael.tate@corrnet.com) or in the event that Mike Tate cannot be 
reached: Laurie Smuk (416-542-2212 or lsmuk@corrnet.com). To help facilitate your request, please have your account number ready.  

For additional disclosures, please visit our website http://www.clarussecurities.com.  © Clarus Securities Inc. 2010. 

 


