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COMPANY STATISTICS: 
52-week Range: C$0.47 - 2.10 
Forecast Return %: 174.4 
Market Cap (M): C$44.4 
Shares Out (M): 54.2 
Enterprise Value (M): C$45.0 
FYE: 31-Dec 
Last quarter reported: Q3/11 
Website: www.hyperionexploration.com 
 
EARNINGS SUMMARY: 
FYE DecFYE DecFYE DecFYE Dec    2009A2009A2009A2009A    2010A2010A2010A2010A    2011E2011E2011E2011E    2012E2012E2012E2012E    
Total 
Production 
(boe/d):  112 1,045 1,900 
CFPS fd:  C$(0.11) C$0.22 C$0.45 
EV/DACF:  (36.5) 4.3 2.4 
EV/BOEPD:  C$80,933 C$42,159 C$31,479 
 
SHARE PRICE PERFORMANCE:  

 
Source: Interactive Data Corporation 
 
COMPANY DESCRIPTION: 
Hyperion Exploration is a junior oil and natural gas 
producer with assets in Alberta and British Columbia. The 
company focuses primarily on the Cardium light oil 
horizon. It was formed through the recapitalization of 
Triple 8 Energy on July 23, 2010 and is currently listed on 
the TSX-V under the symbol "HYX". 
 
All amounts in C$ unless otherwise noted.  
 

Energy -- Oil and Gas, Exploration and Production 

HYPERION LIVES UP TO THE HYPE; 
Q3 BEATS FORECASTS  
Event 

Hyperion released Q3/11 earnings this morning beating both our production and 
cash flow estimates. Production averaged 1,050 BOE/d and was 54% oil-
weighted; we had forecast 950 BOE/d with a 45% oil weighting. This resulted in 
cash flow per fully diluted share of $0.05, being ahead of our estimate of $0.04 
and the only other Bloomberg estimate of $0.03. 

The production beat is attributed to the success of their Garrington and Buck 
Lake Cardium activity, with wells performing significantly ahead of type curves. 
The company provided IP30 rates with the slickwater frac’ed Garrington well 
producing 498 BOE/d, the foam-based frac producing 282 BOE/d, above the 194 
BOE/d type curve. The first Buck Lake well had an IP30 of 374 BOE/d, also ahead 
of its 176 BOE/d type curve. The strong results dwarfed the $3.19 per BOE 
impact of non-recurring operating costs in the quarter.  

Hyperion’s two pad-drilled Pembina Cardium wells are currently being completed 
and are expected to be brought on production in mid-December. We are 
expecting these to be the company’s best, likely pushing exit rates above the 
company’s reiterated guidance of 1,500 BOE/d. 

Impact 

Positive. Hyperion’s existing Cardium wells have lived up to the hype and, as a 
result, we have modestly increased our production estimates for Q4/11 and 2012. 
The company is catalyst rich in the near term, with Pembina well results and 
another Buck Lake well set to be drilled in Q4, a likely bank line increase in 
January, and a third-party reserve report. 

Recommendation 

We are revising our Speculative Buy rating to a BUY, as corporate production has 
now averaged over 1,000 BOE/d (this was previously cited as the only reason for 
the SPECULATIVE rating), and increasing our target price to C$2.25 (previously 
C$2.00). Our target remains based on a 5.5x 2012E EV/DACF multiple. 

Hyperion currently trades at ($31,479 per BOE/d) a steep 38% discount to our 
Junior coverage universe on an EV/BOE/d basis, and at (2.4x EV/DACF) a 47% 
discount on an EV/DACF basis, making HYX a table-pounding BUY at this level. 

http://www.canaccordgenuity.com/en/ODD/pages/disclosures.aspx
http://www.canaccordgenuity.com/en/ODD/pages/disclosures.aspx
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Q3/11 RESULTS VERSUS ESTIMATES 
Hyperion beat our production estimates by 10% while delivering a higher oil weighting, resulting in 
cash flow per share of $0.05 versus our $0.04 estimate (only one other estimate was in Bloomberg, at 
$0.03). The cash flow beat was even more impressive considering the $3.19 per BOE in one-time 
operating costs that related to an unexpected billing delay from a partner in Q1/11. 

The high rate production result at Garrington (which is subject to higher royalty rates) also caused 
royalties to exceed our estimate, though we forecast this to decrease through our forecast horizon as 
the 5% Crown royalty incentives on new wells reduce the overall burden. 

Lastly, the quarter also included a one-time non-cash write-down related to the Paradise property for 
$3.2 million that was incurred in the quarter as the company recognized an impairment under IFRS. 

The company has yet to draw on its $24 million credit facilities with the production beat, although 
there was a working capital deficit of $0.6 million. 

 
Figure 1: Q3/11 actual results versus estimates 
 

Q3/11AQ3/11AQ3/11AQ3/11A Q2/11AQ2/11AQ2/11AQ2/11A % Chg% Chg% Chg% Chg Q3/10AQ3/10AQ3/10AQ3/10A % Chg% Chg% Chg% Chg Q3/11EQ3/11EQ3/11EQ3/11E Var. from estVar. from estVar. from estVar. from est

FinancialFinancialFinancialFinancial

Net Revenue ($mm) $4.4 $4.0 11% $0.2 2,257% $3.8 18%

Cash Flow ($mm) $2.5 $2.2 14% -$0.5 (598%) $1.9 29%

CFPS (diluted) $0.05 $0.05 (7%) ($0.00) (1,586%) $0.04 29%

Capex ($mm) $11.4 $2.1 452% $4.8 137% $22.8 (50%)

Net Debt (surplus) ($mm) $0.6 -$8.3 (107%) -$5.8 (111%) $12.5 (95%)

Debt to Cash Flow (annualized) 0.1x -1.0x (106%) 2.9x (98%) 1.6x (96%)

ProductionProductionProductionProduction

Oil/NGLs (bbls/d) 572 442 29% 28 1,943% 430 33%

Gas (mmcf/d) 2,866 3,004 (5%) 123 2,230% 3,118 (8%)

BOE/d (@6:1) 1,050 943 11% 49 2,064% 950 10%

Realized Prices By Product*Realized Prices By Product*Realized Prices By Product*Realized Prices By Product*

  Oil & NGLs ($/bbl) $84.68 $87.86 (4%) $69.59 22% $80.93 5%

  Gas ($/mcf) $3.89 $4.23 (8%) $2.99 30% $3.96 (2%)

Netbacks ($/BOE)Netbacks ($/BOE)Netbacks ($/BOE)Netbacks ($/BOE)

Revenue $57.05 $55.20 3% $47.75 19% $50.01 14%

Royalties ($12.05) ($8.11) 49% ($1.88) 540% ($6.95) 73%

Operating costs ($12.79) ($10.82) 18% ($37.87) (66%) ($10.75) 19%

Transportation costs ($1.59) ($1.38) 16% $0.00 n.a. ($1.38) 16%

    Operating netback (incl hedging) $30.61 $34.89 (12%) $8.00 283% $30.93 (1%)  
 

Source: Company reports, Canaccord Genuity estimates 
 

HYPERION’S CARDIUM CONTINUES TO CRUSH THE CURVE 
Hyperion provided IP30 rates for its two Garrington wells (100% w.i.); the one that was 
completed using a multi-stage slickwater frac continues to outperform the water-based 
foam frac (with IP30 rates of 498 BOE/d and 282 BOE/d, 89% oil, respectively). Slickwater 
outperformance is consistent with other companies’ findings in the area; we expect all 
completions to be done using slickwater going forward. Although the completion methods 
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have returned varying results, both wells are significantly outperforming the type curve of 
194 BOE/d with an 84% oil weighting. 

The 4-16 Buck Lake well (60% w.i.) is also producing well above type curve with an IP30 
rate of 374 BOE/d (58% oil) versus the 176 BOE/d (92% oil) type curve. Despite the gassier 
nature of the well, the liquids alone still top estimates. A second Buck Lake well from the 
same pad is planned to be spud in December or early January, and should be put on 
production in the first quarter. 

The company’s next two Pembina wells have both been drilled and are currently being 
completed. Hyperion’s existing wells in the area have been the company’s best to date, and 
we eagerly anticipate results from their latest effort. They are expected to be put on 
production in mid-December, and a successful effort should vault the company over its 
1,500 BOE/d exit guidance, in our opinion. 

CATALYST RICH IN THE NEAR TERM 
Hyperion has a number of upcoming catalysts that could provide further movement on the 
stock. These include the results from the two Pembina wells, a bank line increase in early 
January 2012 guidance, and their year-end reserve report. 

ESTIMATE REVISIONS 
We have slightly increased our production estimates for Q4/11 and 2012, while reducing 
our capex estimate for this year. As a result of the higher proportion of production coming 
from the strong Garrington wells, we have increased our royalty assumptions going 
forward, although we expect production from Crown lands that qualify for the 5% royalty 
incentive to keep average royalties lower than the 21.8% they were in Q3/11. 

The capex trim relates to contingent capital the company previously included for its share 
of a to-be-constructed partner-operated processing facility at Buck Lake that is no longer 
expected to be built this year. 

 
Figure 2: Estimate revisions 
 

($M unless otherwise stated) 2011E2011E2011E2011E 2011E2011E2011E2011E 2012E2012E2012E2012E 2012E2012E2012E2012E

CurrentCurrentCurrentCurrent PriorPriorPriorPrior % Change% Change% Change% Change CurrentCurrentCurrentCurrent PriorPriorPriorPrior % Change% Change% Change% Change

Capital Expenditures $28 $33 -15% $33 $33 0%

ProductionProductionProductionProduction

Oil/NGLs (bbls/d) 589 532 11% 1,318 1,224 8%

Gas (mmcf/d) 2,738 2,747 0% 3,493 3,308 6%

BOE/d (@6:1) 1,045 990 6% 1,900 1,775 7%

Net Revenue $18 $16 8% $36 $33 10%

Cash Flow $10 $9 6% $24 $23 6%

Cash Flow Per share - diluted $0.22 $0.20 9% $0.45 $0.42 7%

Net Debt $6 $12 -49% $15 $22 -31%

Debt to Cash Flow 0.6x 1.3x -52% 0.6x 1.0x -39%  
 

Source: Canaccord Genuity estimates 
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RECOMMENDATION 
We are revising our Speculative Buy rating to a BUY, as corporate production has now 
averaged over 1,000 BOE/d (this was previously cited as the only reason for the 
SPECULATIVE rating), and increasing our target price to C$2.25 (previously C$2.00). Our 
target remains based on a 5.5x 2012E EV/DACF multiple. 

Hyperion currently trades at ($31,479 per BOE/d) a steep 38% discount to our Junior 
coverage universe on an EV/BOE/d basis, and at (2.4x EV/DACF) a 47% discount on an 
EV/DACF basis, making HYX a table-pounding BUY at this level with several near-term 
catalysts for share appreciation in the coming weeks and months. 
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Investment risks 

Investors need to be aware of the risks inherent in the oil and gas industry. Without 
limitation, these risks include: trading liquidity risks; access to capital; regulatory, fiscal, 
and environmental processes and terms related to the exploration for, and development of, 
crude oil and natural gas resources; access to and cost of oil field services; interruption of 
production due to scheduled and unscheduled gathering and processing activities; volatility 
in crude oil and natural gas prices that can materially affect financial performance and the 
accuracy of estimates. Hyperion is a relatively small producer (at sub-1,000 BOE/d 
currently) that can be affected materially by drilling delays, service availability, and 
individual well performance. 
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APPENDIX: IMPORTANT DISCLOSURES 
Analyst Certification: Each authoring analyst of Canaccord Genuity whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research. 

  
Site Visit: An analyst has not visited Hyperion Exploration Corp.'s material operations. 

 
Price Chart:* 

 
  

 
Distribution of Ratings: 
Global Stock Ratings 
(as of 4 November 2011) 

        Coverage UniverseCoverage UniverseCoverage UniverseCoverage Universe                    
            IB ClientsIB ClientsIB ClientsIB Clients    
RatingRatingRatingRating    ####    %%%%    %%%%    
Buy 494 63.3% 36.4% 
Speculative Buy 83 10.6% 68.7% 
Hold 192 24.6% 18.2% 
Sell 12 1.5% 16.7% 
 781 100%   

     
Canaccord Ratings 
System: 

BUY:BUY:BUY:BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months. 
HOLD:HOLD:HOLD:HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months. 
SELL:SELL:SELL:SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months. 
NOT RATED:NOT RATED:NOT RATED:NOT RATED: Canaccord Genuity does not provide research coverage of the relevant issuer. 
 
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.    

     
Risk Qualifier: SPECULATIVE:SPECULATIVE:SPECULATIVE:SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 

criteria. Investments in the stock may result in material loss.    
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Canaccord Research Disclosures as of 28 November 2011 
 CompanyCompanyCompanyCompany    DisclosureDisclosureDisclosureDisclosure    
 Hyperion Exploration Corp.Hyperion Exploration Corp.Hyperion Exploration Corp.Hyperion Exploration Corp.    1A, 2, 3, 71A, 2, 3, 71A, 2, 3, 71A, 2, 3, 7    

 
1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Genuity or its affiliated 

companies. During this period, Canaccord Genuity or its affiliated companies provided the following services 
to the relevant issuer: 
A.  investment banking services. 
B.  non-investment banking securities-related services. 
C.  non-securities related services. 

2 In the past 12 months, Canaccord Genuity or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer. 

3 In the past 12 months, Canaccord Genuity or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives. 

4 Canaccord Genuity acts as corporate broker for the relevant issuer and/or Canaccord Genuity or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services.  

5 Canaccord Genuity or any of its affiliated companies is a market maker or liquidity provider in the securities 
of the relevant issuer or in any related derivatives.  

6 In the past 12 months, Canaccord Genuity, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services. 

7 Canaccord Genuity intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months. 

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases. 

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases. 

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above.  

11 A partner, director, officer, employee or agent of Canaccord Genuity and its affiliated companies, or a 
member of his/her household, is an officer, or director, or serves as an advisor or board member of the 
relevant issuer and/or one of its subsidiaries, and such person’s name is disclosed above. 

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Genuity or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above). 

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Genuity or any of its affiliated companies.  

14 Other specific disclosures as described above. 
  
 Canaccord Genuity is the business name used by certain subsidiaries of Canaccord Financial Inc., including 

Canaccord Genuity Inc., Canaccord Genuity Limited, and Canaccord Genuity Corp.  
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Genuity Corp. a Canadian broker-dealer with principal offices located in Vancouver, Calgary, 
Toronto, Montreal, or Canaccord Genuity Inc., a US broker-dealer with principal offices located in Boston, 
New York, San Francisco and Houston or Canaccord Genuity Limited., a UK broker-dealer with principal 
offices located in London and Edinburgh (UK). 
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Genuity and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Genuity Research, Attn: 
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Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordgenuity.com. 
The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Genuity. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research. 
Canaccord Genuity and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith or in the normal course of market making. Accordingly, Canaccord Genuity or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, related 
designated investments or in options, futures or other derivative instruments based thereon.  
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Genuity’s policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Genuity’s policy is 
available upon request.  
The information contained in this investment research has been compiled by Canaccord Genuity from sources 
believed to be reliable, but (with the exception of the information about Canaccord Genuity) no representation 
or warranty, express or implied, is made by Canaccord Genuity, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Genuity has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Genuity’s judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability. 
Canaccord Genuity’s salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Genuity’s affiliates, principal 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research. 
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Genuity, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research. 

  
For Canadian Residents: This Investment Research has been approved by Canaccord Genuity Corp., which accepts sole responsibility 

for this Investment Research and its dissemination in Canada. Canadian clients wishing to effect transactions 
in any Designated Investment discussed should do so through a qualified salesperson of Canaccord Genuity 
Corp. in their particular jurisdiction. 

     
For United Kingdom 
Residents: 

This investment research is distributed in the United Kingdom, as third party research by Canaccord Genuity 
Limited, which is authorized and regulated by the Financial Services Authority. This research is for 
distribution only to  persons who are Eligible Counterparties or Professional Clients only and is exempt from 
the general restrictions in section 21 of the Financial Services and Markets Act 2000 on the communication of 
invitations or inducements to engage in investment activity on the grounds that it is being distributed in the 
United Kingdom only to persons of a kind described in Article 19(5) (Investment Professionals) and 49(2) 
(High Net Worth companies, unincorporated associations etc) of the Financial Services and Markets Act 2000 
(Financial Promotion) Order 2005 (as amended). It is not intended to be distributed or passed on, directly or 
indirectly, to any other class of persons. This material is not for distribution in the United Kingdom to retail 
clients, as defined under the rules of the Financial Services Authority. 

     
For United States 
Residents: 

Canaccord Genuity Inc., a US registered broker-dealer, accepts responsibility for this Investment Research 
and its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
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Investment discussed should do so through a qualified salesperson of Canaccord Genuity Inc. Analyst(s) 
preparing this report that are not employed by Canaccord Genuity Inc are resident outside the United States 
and are not associated persons or employees of any US regulated broker-dealer. Such analyst(s) may not be 
subject to Rule 2711 restrictions on communications with a subject company, public appearances and trading 
securities held by a research analyst account. 

  
For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 

US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.    
  
 Additional information is available on request.Additional information is available on request.Additional information is available on request.Additional information is available on request. 

Copyright © Canaccord Genuity Corp. 2011. – Member IIROC/Canadian Investor Protection Fund 
Copyright © Canaccord Genuity Limited 2011. – Member LSE, authorized and regulated by the Financial 
Services Authority. 
Copyright © Canaccord Genuity Inc. 2011. – Member FINRA/SIPC 
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Genuity Corp., Canaccord Genuity Limited, and Canaccord Genuity Inc. None of the 
material, nor its content, nor any copy of it, may be altered in any way, or transmitted to or distributed to any 
other party, without the prior express written permission of the entities listed above.    

 
 

 


