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Byron Energy Ltd (BYE)

Success from innovative RTM seismic
technology to drive rising oil & gas output

Spectacular success of RTM/VIP “seeing” missed hydrocarbons

BYE has successfully established meaningful oil and gas output from three wells at the
50% owned and operated SM71 platform in the shallow South Marsh Island area in the
Gulf of Mexico, USA. This follows its spectacular success using Reverse Time
Migration (RTM) and state of the art Vector Imaging Partition (VIP) seismic inversion
processing on a proprietary basis to identify significant overlooked targets. BYE has
been astutely building its South Marsh Island position and is now the dominant player,
which we expect will lead to a significant growth in Reserves and oil and gas output.

Handy LLS oil price making oil production highly attractive

US domestic oil prices have rebounded with West Texas Intermediate (WTI) back
above US$60/bbl. With low drilling, completion and production costs because of the
shallow water, excellent oil industry services and extensive existing pipeline
infrastructure in the near shore region of the Gulf of Mexico, BYE’s share of oil output
at the South Marsh Island area is strongly cash generative as it is sold at a healthy
cash margin based on the Louisiana Light Sweet (LLS) crude oil price, which is mostly
at a handy premium to WTI. The company’s planned program of at least 10 and
possibly 17 wells in the South Marsh Island and nearby areas over the next four years
should see its oil and gas production rise strongly, enhancing its financial position and
firmly establishing it as a sector leader with its innovative RTM/VIP technology.

Investment thesis — Buy, target price $0.42/sh

After its very successful drilling of multiple reservoirs in structures which are only now
fully visible with reprocessed seismic data in the SM71 block in the Gulf of Mexico,
BYE is set to significantly lift its oil and gas production by successfully drilling the best
of its many other RTM/VIP-based targets in the region. We initiate coverage of BYE
with a Buy rating as we expect the company to achieve strong returns and generate
growing cash flows from its rising low cost oil and gas production. Our target price of
$0.42 per share is based on our NPV-related and risk adjusted forecast of prospective
oil and gas output and it incorporates the assumption of a modest equity raising to
ensure BYE is well funded to carry out its active drilling and development program.

Earnings Forecast

Year end June 2018a 2019 2020e 2021e
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—BYE S&P 300 Rebased

Sales (US$m) 12 43 54 60
EBITDA (US$m) 3 21 26 28
NPAT (reported) (US$m) 1 14 15 16
NPAT (adjusted) (A$m) 2 18 20 21
EPS (adjusted) (Atps) 0 3 3 3
EPS growth (%) na 717% 8% 3%
PER (x) na 11.7 10.8 105
FCF Yield (%) na 2 6 na
EV/EBITDA (x) 61 9.5 7.7 7.0
Dividend (A¢ps)

Yield (%)

Franking (%)

ROE (%) 8% 33% 25% 21%
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Gulf of Mexico, the gift that keeps on giving

Shallow waters of the Gulf of Mexico have attractive economics

Byron Energy (BYE) has been solely focused on finding and producing hydrocarbons from
the Outer Continental Shelf (OCS) in the Gulf of Mexico since its inception. BYE currently
has interests in 17 lease blocks containing estimated Reserves and Resources attributable
to it of about 59 million barrels of oil (Mbbl) and 756 Bcf of gas (Table 1 and Figure 1).

Notwithstanding 85 years of oil and gas production from the shallow water areas of the
OCS in the Gulf of Mexico, the area still contains a substantial remaining hydrocarbon
endowment, a new component of which has been identified by BYE using industry leader,
WesternGeo (a Schlumberger company) to reprocess existing Gulf of Mexico 3D seismic
data. The combination of seismic inversion processing in the form of Reverse Time
Migration (RTM) has now been added to innovative Vector Imaging Partition (VIP) seismic
reprocessing of 3D data to help identify multiple significant overlooked targets and
deposits. BYE does this work on a proprietary basis — only the company has the data for
its own use. No other Gulf of Mexico operators have access to the reprocessed data base.

Key features of the OCS area in the Gulf of Mexico include:

e The area has been a prolific producer of hydrocarbons (cumulative production is
estimated at 120 million barrels (Mbbls) of oil and 360 billion cubic feet (Bcf) of gas,
which occur in rocks that are in shallow water depths defined by the limit of the OCS;

e The Bureau of Ocean Energy Management (BOEM) has estimated technically
recoverable oil and gas resources in undiscovered fields in the OCS totalled 48 billion
barrels of oil and 220 Tcf of gas (2009, mean estimates);

e There is extensive, recently produced regional 3D seismic coverage over fields and
prospects, which is available for purchase from third party providers;

e There is a well-established and stable administration with one landowner, the BOEM,
an arm of the US Government’s Department of the Interior;

e There are regular lease sales of still prospective areas conducted by the BOEM,;

e The area is extremely well serviced by a multitude of specialist oil and gas service
providers with a wealth of experience in the region, which translates into relatively low
drilling and completion costs;

Table 1 - Summary of BYE interests in the shallow water areas of the OCS

Lease Block Operator Lease

BYE Interest* Expiry Area Gross Reserves & Resources Net Reserves & Resources to BYE Historical Production
Working Int Net Rev Int (km?) Mbbls? Oil Bcf® Gas Mbbls? Oil Bcf® Gas Mbbls? Qil Bcf® Gas

South Marsh Island
Block 57 BYE 100% 81.3% | Jun22 21.98 232 205.0 189 2307 NA NA
Block 59 BYE 100% 81.3% Jun22 20.23
Block 58 BYE 100% 83.3% TBA ~20 18.5 57.0 15.4 47.5 36.0 265
Block 60 BYE 100% 87.5% TBA ~20 0.8 385
SM69 E Platform Ankor 53% 44.2% Prod na 0.5 0.2 0.2 0.1 NA NA
Block 70 BYE 100% 87.5% Jun23 22.13 NA NA
Block 71 BYE 50% 40.6% Prod 12.16 20.1 62.0 8.2 25.2 NA NA
Block 74 BYE 70% 56.9% Jun22 20.23 5.2 13.2 3.0 7.5 NA NA
Sub Totals 67.5 427.4 45.6 320.0 36.8 650
Eugene Island
Block 18 BYE 100% 78.8% | Apr20 2.18 ) ) ) ) ) )
Block 62 BYE 100% 87.5% | Jun23 20.23 ) ) ) ) ) )
Block 63 BYE 100% 87.5% | Jun23 20.23 )14.3 )349.7 )12.5 1306.0 )6.5 1362
Block 76 BYE 100% 87.5% | Jun23 20.23 ) ) ) ) ) )
Block 77 BYE 100% 87.5% | Jun23 20.23 ) ) ) ) ) )
Vermillion
Block 232 BYE 50% 43.8% Jun23 18.32 0.2 11.0 0.1 4.8 NA NA
Block 251 BYE 100% 87.5% Jun23 18.17
Grand Isle
Block 95 BYE 100% 87.5% Sep22 18.37 0.7 98.1 0.6 125.2 NA NA
Transition Zone - Bivouac Peak*
Private Leases BYE 43% 32.0% Sepl9 9.7 na na na na
TOTALS 82.7 886.3 58.8 756.0 43.3 1,012

SOURCE: BYRON ENERGY, BELL POTTER SECURITIES ESTIMATES NOTES: 1. CONDITIONAL ON BOEM CONFIRMING SM60 BID & EARN-INS BY THIRD PARTIES IN OTHER BLOCKS; 2. MBBLS = MILLION BARRELS;
3. BCF = BILLION CUBIC FEET; 4. THE RESOURCE AND RESERVE ESTIMATES FOR BIVOUAC PEAK ARE CURRENTLY UNDER REVIEW
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e The region is criss-crossed with extensive oil and gas production pipelines that can
generally be readily accessed to take new oil and gas production;

e The area has over half of the USA’s oil processing and refining capacity and is willing to
take new supplies of oil (unlike some areas in the Permian Basin in the USA, which
have inadequate oil processing and refining capacity to meet current supply); and

e The oil from the area is characteristically a light sweet crude (LLS) that usually sells at
a premium price to the benchmark WTI crude oil price in the USA.

Figure 1 - Map of leases held by BYE in the Louisiana State Waters and shallow water areas of the Gulf of Mexico
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RTM/VIP technology proves its worth

The company’s strategy of focusing on hydrocarbons under the shallow waters of the Gulf
of Mexico is underpinned by utilisation of established and cutting edge technology to
assess hydrocarbon prospects, which has already yielded great success. In particular,
BYE has been a very early adopter of RTM/VIP seismic data, which builds on the
improvements in migration that have yielded more accurate seismic images that have
come about as computers have become even more powerful and cost effective. The
relatively recent development of the RTM/VIP processing algorithm has provided a better
method of imaging steeply dipping sedimentary beds and complex salt bodies. RTM
computes numerical solutions to the full wave equation and allows energy to be
propagated from the source to the receiver and from the receiver to the source, resulting in
better images of steeply dipping sands, shales and salt bodies. RTM/VIP has only become
economical in the last five to eight years due to advances in computer power. RTM has
been particularly successful at “unlocking” the intricacies of sub-salt exploration in Brazil
and in the deep water areas of the Gulf of Mexico in the past five years. Several seismic
contractors have begun applying RTM/VIP processing to the shelf areas of the Gulf of
Mexico over the past six years with improved results compared to PreStack Depth
Migration processing algorithms, which were considered state of the art in the early 2000s.

BYE used this state of the art technology on a proprietary basis to gain an edge on other
Gulf of Mexico competitors and to identify multiple reservoirs in structures which others had

BELL POTTER Page 4
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overlooked in the Gulf of Mexico, has been extremely successful. The company identified
multiple targets in the South Marsh Island area in 2016 and 2017, the first of which were
successfully drilled in April 2016 and then in December 2017, which were subsequently
completed for production. After drilling a third development well in January 2018, BYE
began oil and gas production at the end of March 2018. BYE is now progressing its
strategy targeting other targets to develop further oil and gas production.

SM71 has been platform for success

Early South Marsh Island success bodes well for nearby areas

BYE'’s successful application of the RTM/VIP seismic processing in the SM71 block of the
South Marsh Project bodes well for the rest of the Project area. The SM71 block is part of
the South Marsh Island Block 73 (SM73) field. The SM73 field encompasses nine OCS
lease blocks which overlie a large piercement salt dome. The salt dome is responsible for
providing the trapping mechanism for multiple oil and gas deposits in all portions of the
SM73 field. The SM73 field is productive from discrete hydrocarbon-bearing sandstone
reservoirs, which are primarily formed or trapped in three-way structural closures bound by
salt or stratigraphic thinning, on their updip edge. These reservoirs are Pleistocene to
Pliocene age sands ranging in depth from 5,000 feet to 8,800 feet true vertical depth. The
majority of the historic oil and gas production from the field has come from depths less than
7,500 feet in high quality sandstone reservoirs. BYE holds the dominant position in the
SM73 field with mostly 100% interests in eight blocks (Table 1 on page 3 and Figure 2).
The company also has interests in two adjoining Vermillion leases — a 50% interest and
Operator of Block VR232 and it has a 100% interest and is Operator of Block VR251.

Figure 2 - Map of the SM73 field showing BYE's interests and the platform and pipeline infrastructure
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Successful production from three reservoirs in SM71

After successfully defining and then drilling multiple oil-bearing reservoirs in the SM71
block in the South Marsh Island area in 2016 — 2017, BYE has successfully been
producing oil and gas from the three reservoirs from wells drilled from the SM71 platform
since March 2018. This oil production comes from an undrilled pool of hydrocarbons
beneath and/or adjacent to previously productive area. As of January 2019 after only 11
months of production, the wells had produced over 1 million barrels (Mbbls) of oil without
seeing any water along with production already of 1.3 hillion cubic feet (Bcf) of gas.
Current production from the SM71 platform is around 3.1 thousand barrels of oil per day
(kbopd) and 7 million cubic feet per day (Mcfpd) of gas, which yields approximately
1.3kbopd and 3Mcfpd of gas to the company. The oil is around 42° API and is readily sold
via nearby pipeline as LLS crude with the gas sold separately, being delivered into a
separate nearby pipeline (Figure 2 on page 5)

Significant lift in South Marsh Island Reserves & Resources

Following BYE’s successful commencement of oil production from the SM71 platform in
March 2018 and the recent strategic acquisition by the company of the highly prospective
SM58 Block, BYE has announced a significant increase in internally mapped Reserves and
Resources attributable to it. The independent assessment by well-respected petroleum
consultants, Collarini Associates (Collarini) of Houston, Texas, USA resulted in a
significant upgrade to the Reserves in SM71 with remaining 1P Reserves net to BYE
increasing from 0.5 million barrels of oil equivalent (Mboe) to 2.5Mboe; remaining 2P
Reserves net to BYE were increased from 2.3Mboe to 6.6Mboe; and the remaining 3P
Reserves net to BYE were increased from 2.9Mboe to 8.8Mboe. Acquisition of the SM58
block is expected to add gross Prospective Resources of approximately 18.5Mbbls of oil
and 57Bcf of gas. In total we estimate the gross Reserves and Resources in blocks that
BYE has interests in of about 83Mbbls of oil and just under 0.9trillion cubic feet (Tcf) of gas
of which about 57Mbbls of oil and 756Bcf of gas are net to BYE (Table 1 on page 3).

BYE’s SM71 result continues high success rate in shallow waters of Gulf of Mexico
The company’s recent success in the SM71 Block continues the high success rate for the
shallow water region of the Gulf of Mexico, where historically a high success rate of just
over 80% has been achieved (based on the results of 117 producing wells having been
achieved from 144 attempts (exploration wells)).

More geological complexity = greater opportunity for BYE’s RTM/VIP technology
BYE has noted that there is often increased local geological complexity in and around the
salt domes and sandstone reservoirs it is targeting and where it finds missed or overlooked
hydrocarbon deposits below the shallow waters of the Gulf of Mexico. The company’s
interpretation of this situation is that the formation of such hydrocarbon deposits in those
positions is partly a function of that geological complexity and partly a function of the fact
that previous explorers were not able to map or identify those hydrocarbon deposits
because they did not have access to current technology. It is also possible that some
previous explorers, besides lacking the technology to assess the presence of such
significant hydrocarbon deposits (as BYE has found), simply couldn’t operate effectively
with the seismic data and other exploration tools available at the time.

Major drilling activity planned over the next four years

BYE has outlined a very active program of drilling, and assuming success, production in
the Gulf of Mexico over the next four years with a total of 17 wells planned out to
December 2022 (Figure 3 over page).

BELL POTTER
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Figure 3 - Potential timeline for BYE’s drilling and production activity in the Gulf of Mexico
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SOURCE: BYRON ENERGY LTD

SM74 to be first cab off the rank, starting April/May 2019

BYE has contracted for the drilling of the SM74 D14 well to be drilled in April/May 2019
from the SM73 D Platform (Figure 4), which, includes an agreement with the offset
operator to produce through that platform. BYE is planning to drill from the offset
operator’s platform rather than an open water location. The value of such a strategy is to
accelerate time to first production by over 12 months and to reduce success case
development costs by as much as US$25m by eliminating the need for a stand-alone
platform. The well will test three amplitude supported target sands with mapped gross
Prospective Resources of 5.2Mbbls of oil and 13 Bcf of gas. The company has a 70%
working interest in the well, having farmed out a 30% working interest to Metgasco Ltd
(ASX — MEL, not rated),which will earn its interest by paying 40% of the US$11m initial well
dry hole costs with BYE paying the other 60%.

Figure 4 — Map of the South Marsh Island showing location of proposed SM74 D14 well to be drilled in April/May 2019
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Highly prospective SM58 Block to get early drilling attention

The high priority targets with significant Prospective Resources in the recently acquired
SM58 Block are planned to get early drilling attention but BYE plans to start with drilling the
smaller but lower risk SM69 E2 prospect (Figure 5) in August 2019 using the SM69 E
Platform. The company holds a 53% working interest in the Prospect, where
approximately 2Mbbls is targeted in six sands with the primary target being the B65 sand
containing a prospective 796kbbls of oil is being targeted. Like the SM74 D14 well, this
approach minimises development capital and accelerates time to production in the case of
success, providing near term cash flow to help fund the more capital intensive SM58
drilling and development.

Figure 5 - Depiction of BYE's SM69 E2 Prospect and SM58 targets defined by RTM/VIP seismic processing
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SM58 #1 well to test O Sand prospect due for drilling in December 2019
Following closely on from the planned SM69 E2 well, BYE plans to begin drilling of the
seven high priority prospects with combined Prospective Resources of 18.5Mbbls of oil and
57Bcf of gas in the recently acquired SM58 Block. BYE has a 100% working interest in the
SM58 Block except for SM69 E2 prospect off the SM69 E platform that straddles the
SM69/SM58 boundary, where BYE has a 53% working interest and is Operator. The first
SM58 well targeting the high priority targets defined by BYE’s RTM/VIP surveying is
planned for December 2019, targeting the O/O3 sand reservoirs where BYE has mapped a
total potential of 7.8Mbbls of oil and 18Bcf of gas in the two sand reservoirs (Figure 6).

Figure 6 - Seismic cross section showing proposed path of first well into SM58 block
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The SM58 block contains seven high priority prospects from the RTM/VIP survey of which
four are development prospects and three are exploration prospects that could potentially
all be drilled from a single platform with multiple drilling slots (Figure 7).

Figure 7 - Plan showing priority targets in SM58 Block with potential multi-slot drilling platform
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Consideration of drilling platform to facilitate efficient multi-well outcome

BYE is considering the acquisition of a multi-slot drilling platform, which is likely to involve
the construction of a new one, to facilitate the efficient drilling of multiple wells into the main
group of high priority targets in the SM58 Block (Figure 6). The company’'s recent
acquisition of a 53% working interest in the SM69 platform, which has at least one
remaining drilling slot (and the possibility of a second slot) only gives BYE limited scope to
drill new wells from it (none of which is likely to be any of the SM58 priority targets)
whereas a new platform would have up to eight drilling slots to facilitate the highly efficient
drilling of multiple wells from the one location, and they can also facilitate subsequent
completion and production. Given identified resource potential and the stacked nature of
many of the potential hydrocarbon targets in the shallow waters of the Gulf of Mexico,
having its own platform could end up being a very cost effective outcome for BYE, enabling
it to evaluate and produce from multiple reservoirs that are in close proximity to each other.

Drilling of gas-rich Eugene Island area deferred in favour of SM58 targets

BYE has deferred the drilling of two wells to test its Eugene Island (El) area in the Gulf of
Mexico. The wells in the EI77 and EI63 Blocks were originally scheduled to be drilled in
July 2019 but they have been deferred to June 2020 to accommodate the drilling of the
SM69 E2 and SM58 #1 wells referred to above. The company’s blocks in the Eugene
Island area contain eight prospects with up to 13 potential pay horizons following an
extensive RTM/VIP review and year-long reservoir analysis. Blocks EI62, 63, 76 and 77
were designated as the Eugene Island 77 field in the 1960s, which is regarded as being
more gas-prone than other Gulf of Mexico areas, having historic production of 6.5Mbbls of
oil and 362Bcf of gas. The Blocks were assessed by independent consultants, Collarini, to
have total Reserves and Prospective Resources of 12.5Mbbls of oil and 306Bcf of gas net
to BYE. The prospect occurs in a water depth of about 20 feet and is 100% owned by BYE
having been obtained at the March 2018 OCS Lease Sale. It contains multiple prospective
hydrocarbon deposits trapped around the Eugene Island 77 salt dome (Figure 7 above).

BELL POTTER

Page 9



Byron Energy Ltd (BYE)

Figure 8 - Map of Eugene Island prospects around the Eugene Island 77 salt dome
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Two further well scheduled for SM71 in May 2021

Production from BYE’s 50% owned SM71 area in the South Marsh Island exceeded
1Mbbls of oil and 1.3Bcf of gas in mid-January 2019, at which point the initial capital cost
for the construction of the platform, the drilling and completion of the three well, the linking
pipelines and all seismic acquisition and federal leasing expenses had been recovered.
The three SM71 wells currently in production are producing a gross output of about
3.1kbopd and 7.1Mcfpd of gas, which generates very useful free cash flow, which was
running at a rate of about US$3m per month at the end of 2018. The company is
tentatively planning to drill two more wells (F4 and F5) in SM71 starting in May 2021 with
first hydrocarbon production expected in September 2021.

SOURCE: BYRON ENERGY LTD

Significant hydrocarbon Resources of SM59 due for drilling in September 2020

BYE's 100% owned SM59 Block is located on the northeastern flank of the SM73 Field salt
dome in 138 feet of water and about 10km northeast of its SM71 discovery in the South
Marsh Island area (Figure 2). The company has identified four RTM/VIP supported
prospects contained within a number of isolated trapping fault blocks. The targeted depth
of sands in these four prospects is 11,800 to 15,000 feet. Independent consultants,
Collarini, have estimated total Prospective Resources of 21.4Mbbls of oil and 202Bcf of
gas. BYE has tentatively scheduled to start drilling two wells - SM59 #1 and SM59 #2 —
from about September 2020 (SM59 #1 having been previously scheduled for May 2020).
The first well will target a large, normally pressured oil prospect which could potentially
contain over 19Mboe. The cost to drill and complete the well was estimated in late 2018 at
US$13.5m, which if successful would likely require the construction of a new platform
facility and associated pipelines that were also estimated then to cost about US$37m. The
company estimates that at least nine wells and a further two satellite platform facilities will
be required to fully develop the SM59 Project if successful.

BELL POTTER Page 10



Byron Energy Ltd (BYE)

11 April 2019

Two wells scheduled for SM57 starting in about January 2022

The company is tentatively scheduling the drilling of two wells in the SM57 Block in the
South Marsh Island area (Figure 2). The SM57 #1 and SM57 #2 wells are planned to start
in January 2022 and are estimated to be completed in April 2020. Assuming successful
outcomes from the wells, first production is forecast from December 2022. The wells are to
be drilled in an area where the water depth is about 125 feet and would likely require
satellite structures and flowlines back to the SM58 host facility.

Testing of small Vermillion Resources awaits further geophysical processing
The company has two leases in the Vermillion area of the shallow waters of the Gulf of
Mexico — Block VR232 (in which BYE currently holds a 100% working interest but has an
agreement with Otto Energy Ltd (ASX — OEL, not rated) for OEL to acquire a 50% working
interest by reimbursing a multiple of BYE'’s acquisition and past costs and the cost of a dry
hole well) and Block VR251 (in which BYE has a 100% working interest). BYE has
mapped a gas and gas-condensate prospect in VR232 with internally calculated gross
Prospective Resources of 11Bcf of gas and 170kbbls of oil. That prospect could be tested
from the BYE-operated SM71 Platform, but there are currently no plans to drill a well for
that until production levels at the Platform allow it to be completed and produced efficiently
in the event of success. In addition, the company has identified two other higher
risk/higher reward exploration prospects on VR232, which require further geophysical
evaluation before a drilling decision is made.

Grand Isle Block is low priority and has no work commitments

The Grand Isle Block 95 (Gl 95) lease is located in Federal waters about 60km southeast
of New Orleans, Louisiana in a water depth of about 200 feet. BYE has a 100% working
interest in, and is Operator of, the lease, which it re-acquired under an OCS Lease Sale in
August 2017, having previously held the lease before relinquishing it in August 2016. In re-
acquiring the lease, the company did so at a modest cost with no work commitments.
Independent consultants, Collarini, assessed Prospective Resources of 0.7Mbbls of oil and
98.1Bcf of gas net to BYE. We regard the Grand Isle Block as a low priority one and note
that BYE has not scheduled any drilling activity for it before 2023.

Remaining Bivouac Peak leases likely to be dropped after Byron Weiss-Adler #1 well
The Bivouac Peak Project leases are in the Louisiana transition zone, the prolific
onshore/marshland area along the southern Louisiana Gulf Coast, inboard of BYE’s
shallow water Projects in the US Federal Government's OCS region (Figure 1 on page 4).
The company earned a 43% working interest in, and was Operator of, the Bivouac Peak
Project after the drilling of the Byron Weiss-Adler #1 well in late 2018. The well targeted
the Bivouac Peak East Prospect, which had a gross Prospective Resource of 11.3Mbbls of
oil and 126.5 Bcf of gas but it was deemed uncommercial and was plugged and
abandoned in October 2018. While the outcome of the well was disappointing, data from it
is being used to further evaluate the prospectivity of the surrounding area and to gain a
greater understanding of the adjacent Bivouac Peak Deep Prospect. As a result of the
outcome of the Byron Weiss-Adler #1 well, we have only ascribed a very notional value to
the company’s remaining interest in the Bivouac Peak area, the private leases. BYE
announced that it had relinquished the State leases at the end of 1H FY19 and we think it
is likely that the company will also relinquish the private leases.
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Valuation reflects RTM/VIP technology

Our valuation of BYE is based on risk-weighted NPV-related estimates for the company’s
various South Marsh Island interests that in turn are based on the various Reserves and
Prospective Resources as at 30 June 2018 that were independently assessed by Collarini
Associates. Our valuation for the company’s interests in other shallow water Gulf of
Mexico areas is based on exploration estimates. Our valuation of BYE is largely a
reflection of the value of the company’s use of RTM/VIP technology, being the tool to
define and direct the drilling of those Prospective Resources and multiple other targets.

We have assumed that the company largely raises modest additional debt to fund its
accelerated activities. We have also assumed BYE may raise additional net equity capital
of about US$10m over the course of 2019 (Table 2). This additional funding is likely to
enable accelerated drilling of multiple attractive targets for wells in the South Marsh Island
and nearby areas and for the potential acquisition of a multi-slot drilling platform (estimated
to cost around US$20m). We have assumed that any additional capital raised in 2019 is
done at the current share price even though there could be favourable outcomes from the
upcoming drilling program and the potential impact of higher oil prices that may lead to a
share price re-rating by the time that capital is actually sought.

Table 2 - Forecast additional equity to be raised by BYE in 2019

Year to December 2019
Net amount to be raised* (US$m) 10.0
Share price assumed (A$) 0.295
Number of shares to be issued (m) 47.5
Total number of shares on issue at year end (m) 742.8
SOURCE: BELL POTTER SECURITIES NOTE 1. AFTER CAPITAL RAISING COSTS

We have used oil price and FX forecasts in Table 6 and risk adjusted discount factors of
10% to 80% for determining the valuations of the company’s eight South Marsh Island
interests and estimated exploration valuations for the company’s other Gulf of Mexico
assets to determine an overall valuation for the whole company (Table 3). Our valuations
are equity diluted to account for potential additional shares issued in 2019 (Table 2).

Table 3 — Equity diluted NPV-based and valuation of BYE

Base Case

$m $ per share*?

Exploration - South Marsh Island Project (includes Vermillion) 295 0.37
- Eugene Island Project 24 0.03
- Grand Isle Project 3 0.00
- Bivouac Peak Project 1 0.00
- Total 323 0.40

Corporate (19) (0.02)
Enterprise Value 304 0.38
Net Cash - Current® 6 0.01
- Exercise of unlisted options & assumed additional equity 26 0.03
- Total 32 0.04
Total Valuation 337 0.42

SOURCE: BELL POTTER SECURITIES ESTIMATES NOTES: 1. MAY NOT ADD BECAUSE OF ROUNDING AND DILUTION EFFECTS.

2. BASED ON EQUITY DILUTED SHARE CAPITAL OF 803.4M SHARES
3. ESTIMATED AT 31 MARCH 2019 BASED ON POSITION AT DECEMBER 2018.

Our assumptions for the development of BYE's shallow water Gulf of Mexico areas
assumes a 119% and 41% lift in oil and gas output respectively in FY20 from potential
production from the well planned for SM74 in April/May 2019 and the well planned from the
SM69 E2 platform in August/September 2019. We are then forecasting a lift of 54% and
26% in oil and gas production respectively in FY21 from the five wells now planned to be
producing by then being one well in SM58 (the #1 well in December 2019/January 2020),
two wells in Eugene Island (the 77 #1 and 63 #1 wells in June to October 2020) and the
two wells planned for SM58 (the #2 and #3 wells from January to April 2021.
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WTI oil price back to well over US$60/bbl

After having briefly dipped to a 16-month low of US$51/bbl in late-December 2018 under
the influence of growing concerns over the USA-China trade spat and evidence of a slow-
down in China and the global economy, the major US domestic oil price (WTI) has
rebounded to well over US$60/bbl currently (Figure 9). So far, BYE has received a
premium on the LLS crude oil price for its oil, which is itself usually sold at a premium
to the WTI oil price. The strength in oil prices comes as there is growing evidence of
declining crude oil supply, driven mainly by the production woes in Venezuela, declines in
Iran’s output, and global reductions led by OPEC. There are tentatively encouraging signs
of some agreement on USA - China trade issues and signs of China’s stimulus leading to
higher growth. The USA’s Energy Information Administration has reported recent
reductions in US crude inventories compared to expectations of inventory increases.

Figure 9 - Chart of WTI oil price (in US$/bbl)
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Weakness in US Dollar helping oil prices

The recent relative weakness in the US Dollar has been a contributing factor in the
rebound in the oil price. A series of somewhat erratic but generally weaker economic data
releases in the USA recently have cast some more doubt on the likelihood, timing and
extent of further interest rate rises in the USA in 2019, causing US$ weakness.

Volatility expected to continue but WTI oil prices likely to head back to US$65

While we expect continued volatility in oil prices for the reasons given above, we see the
likelihood of some softening in US oil prices in response to the strong US production,
particularly from the Permian Basin over the next few years. We still expect that the WTI
oil price will then head to around US$65/bbl by about 2021 as supply plateaus and demand
gradually increases to where there is a modestly growing supply deficit leading to a
meaningful reduction in global inventories. Once the WTI price reaches around US$65-
70/bbl, we expect it to gradually stabilize above the US$65 level in real terms as we would
expect that pricing level will stimulate sufficient new supply to meet demand going forward.
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Capital Structure and major shareholders

Capital Structure

BYE currently has 695.4m shares and a total of 60.6m unlisted employee options on issue.
Most of the unlisted options have a one or two year period of restriction from the
commencement of official quotation. In relation to the unlisted options, there are 19.5m
options exercisable at $0.25 of which 10.0m owned by Metgasco expire on 12 July 2019
and 9.5m owned by management expire on 31 December 2019. There are 41.1m options
expiring on 31 December 2021 with exercise prices of between $0.12 and $0.40. We have
estimated the company had net cash of about US$4.3m (equivalent to about A$6.0m) at
the end of March 2019 after allowing for conversion of the last of the convertible notes with
a face value of A$1.0m at the end of January 2019 and the drawdown of US$4.2m of debt
under a short term facility related to directors in relation to the acquisition of the SM58
Block in late March 2019 (Table 4).

Table 4 - BYE capital structure

Issued shares (m) 695.4
Share price (A$/share) 0.295
Market cap (A$m) 205.1
Net cash® (A$m) 6.0
EV (undiluted) A$m 199.1
Options (in the money) m 49.9
Issued shares (diluted) m 745.2
Market cap (diluted) ASm 219.8
Net cash® + options A$m 14.6
EV (diluted) A$m 205.2
SOURCE: COMPANY DATA AND BELL POTTER SECURITIES ESTIMATES NOTE 1. BASED ON ESTIMATED CASH AT 31/3/2019

Major shareholders

BYE has two substantial shareholders of which one is an oil and gas exploration and
development company and the other relates to entities of the company’s Chairman, Doug
Battersby. In addition, the company’s other directors and senior management hold a
combined total of about 10.8% (Table 5), giving Directors and management a total interest
of about 17.7% in BYE.

Table 5 - Major shareholders of BYE

Major shareholders million shares % of total
Metgasco limited 51.0 7.3
Directors and Management — Doug Battersby 48.1 6.9

- Others 75.0 10.8

- Total 1231 17.7
Other (free float) 521.3 75.0
Total 695.4 100

SOURCE: COMPANY DATA AND BELL POTTER SECURITIES ESTIMATES NOTE: TOTALS MAY NOT ADD DUE TO ROUNDING
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Board and management

Directors

Mr Douglas Battersby is Non-Executive Chairman. Doug is a very experienced
Petroleum Geologist with over 40 years of technical and managerial experience in the
Australian and international oil and gas industries. He co-founded two ASX-listed energy
companies (Eastern Star Gas Itd was taken over by Santos in November 2011 and SAPEX
was taken over by Linc Energy Ltd in October 2008) and two private oil and gas
exploration and development companies (Darcy Energy Ltd, which was sold to | B Daiwa
Corporation in 2005 and Byron Energy (Australia) Pty Ltd, where he was Executive
Chairman until May 2013, when Byron Energy (Australia) Pty Ltd merged with Trojan
Equity Ltd to create Byron Energy Ltd. Doug was previously Technical Director at Petsec
Energy Ltd, an ASX-listed company that operated in the shallow waters of the Gulf of
Mexico with daily production reaching 100 million cubic feet of gas and 9,000 bbls of oil in
1997. Doug was appointed a Director of BYE in March 2013.

Mr Maynard Smith is the Executive Director and Chief Executive Officer. Maynard is
a very experienced international petroleum geophysicist with over 30 years of technical
and managerial experience in the oil and gas sector with a particular focus on the Gulf of
Mexico. Maynard co-founded Darcy Energy Ltd, which was sold to | B Daiwa Corporation
in 2005 and Byron Energy (Australia) Pty Ltd where he had been Chief Executive until May
2013 when Byron Energy (Australia) Pty Ltd merged with Trojan Equity Ltd to create Byron
Energy Ltd. Prior to that, he was Chief Operating Officer with Petsec Energy Ltd and he
previously held senior exploration positions with Tenneco Oil Company based in
Bakersfield, California. Maynard was appointed an Executive Director of BYE in March
2013.

Mr Prent Kallenberger is an Executive Director and Chief Operating Officer. Prentis
a geoscientist with over 30 years of experience in the oil and gas industry including
extensive development experience in the Gulf of Mexico, having generated prospects that
have led to the drilling of over 125 wells in the Gulf of Mexico and California. He was Vice
President of Exploration with Byron Energy (Australia) Pty Ltd until May 2013 when Byron
Energy (Australia) Pty Ltd merged with Trojan Equity Ltd to create Byron Energy Ltd. Prior
to 2006 he was Geophysical manager with Petsec Energy Ltd before he joined Byron
energy (Australia) Pty Ltd. He was appointed an Executive Director of BYE in March 2013.

Mr William (Bill) Sack is an Executive Director. Bill is a very experienced petroleum
exploration geologist with over 30 years of experience in technical and managerial roles in
the Gulf of Mexico. He was a co-founder/managing Partner of Aurora Exploration LLC
(Aurora), a private company focused on the generation and drilling of Gulf of Mexico
exploration opportunities that drilled more than 80 wells with a success rate of over 80%
and under his leadership created substantial growth and succeeded in monetising
investments in multiple corporate level asset sales. Before co-founding Aurora in late 2000,
Bill served in various roles and was Vice President, Exploration and Joint Ventures for
Petsec Energy Inc from 1995 to 2000 and prior to that he was an exploration geologist with
Shell Offshore where he held various technical and planning roles in the Gulf of Mexico
business unit.

Mr Charles Sands is a Non-Executive Director. Charles was a Non-Executive Director
with Byron Energy (Australia) Pty Ltd when it merged with Trojan Equity Ltd to create
Byron Energy Ltd. He was also previously a Director of Darcy Energy Ltd and has over 30
years of broad based business and management experience in the USA and is currently
President of A. Santini Storage Company of New Jersey Inc, which enables him to advise
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on the general business operating environment and practices in the USA. He was
appointed an Executive Director of BYE in March 2013.

Mr Paul Young is a Non-Executive Director. Paul has been in merchant banking for
over 30 years. He is a Managing Director of Henslow Corporate and is country Head of
Oaklins in Australia. He has extensive experience from having provided corporate advice
to a wide range of Australian and international listed and unlisted companies covering
restructurings, capital raisings, initial public offerings and mergers and acquisitions. He is
currently a Director of Ambition Group Ltd and of Hong Kong listed Left Field Printing
Group Limited. He was appointed a Non-Executive Director of BYE in March 2013.

Senior Management

Mr Nick Filopovic is Chief Financial Officer and Company Secretary. Nick is an
experienced accountant with over 35 years of experience in the financial services and
natural resources sectors, including oil and gas, where he has held senior financial and
commercial management positions. He was Chief Financial Officer and Company
Secretary for Byron Energy (Australia) Pty Ltd until May 2013 when Byron Energy
(Australia) Pty Ltd merged with Trojan Equity Ltd to create Byron Energy Ltd. He was
appointed Chief Financial Officer and Company Secretary of BYE in March 2013.

Mr Chris Decuir is Operations and Construction Manager. Chris is a registered
professional engineer who is experienced in Gulf of Mexico operations and construction
projects. He has extensive expertise in platforms, pipeline design, construction and
installation. Chris was instrumental in the successful construction and installation of the
South Marsh island F Platform and has played a large role in the operations of that facility.
Prior to joining BYE in 2017, he worked for EDG Engineering, BP and Stone, all in the Gulf
of Mexico.
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Byron Energy Limited (BYE)

Company Description

BYE is a petroleum exploration, development and production company with principal
interests in the hydrocarbon deposits in shallow water plays in the Gulf of Mexico offshore
from Louisiana in the USA. The company’s Board and management is made up of the key
founding and operating personnel who have extensive experience in oil and gas
exploration and production in the shallow waters area of the Outer Continental Shelf of the
Gulf of Mexico from previous involvement there with other companies and the forerunner to
the current company. BYE is utilising some very innovative seismic technology known as
Reverse Time Migration (RTM), which has identified multiple significant hydrocarbon
deposits overlooked by previous explorers that were successfully drilled in the latter part of
2017 and which have been producing oil and gas since March 2018. The company has
been building up a significant position in contiguous blocks in the South Marsh Island area
mainly by successfully winning open tenders for lease blocks. BYE has Operatorship and
mostly a 100% working interest in the various leases it holds in the South Marsh Island
area. The exceptions are the recently acquired 53% working interest in the SM69 E
Platform, in which Ankor Energy is the Operator and the SM71 and SM74 Blocks in which
BYE has a 50% and will have a 70% working interest respectively after Metgasco
completes its farm-in to the SM74 Block. The total independently assessed Reserves and
Prospective Resources in the company’s South Marsh Island interests are estimated at
45.6 million barrels of oil and 320Bcf of gas net to BYE. The company also has a 100%
interest in a group of blocks in the Eugene Island area; is Operator with a 50% and a 100%
working interest respectively in two blocks in the Vermillion area; is Operator with a 100%
working interest in one block in the Grand Isle area; and is Operator with a 43% working
interest some private leases in the Bivouac Peak area that are likely to be relinquished.

Investment thesis — Buy, target price $0.42 per share (initiation)

After its very successful drilling of multiple reservoirs in structures which are only now fully
visible with reprocessed seismic data in the SM71 block in the Gulf of Mexico, BYE is set
to significantly lift its oil and gas production by successfully drilling the best of its many
other RTM/VIP-based targets in the region. We initiate coverage of BYE with a Buy rating
as we expect the company to achieve strong returns and generate growing cash flows from
its rising low cost oil and gas production. Our target price of $0.42 per share is based on
our NPV-related and risk adjusted forecast of prospective oil and gas output and it
incorporates the assumption of a modest equity raising to ensure BYE is well funded to
carry out its active drilling and development program.

Target Price of $0.42/sh based on RTM technology finding lots more hydrocarbons

The target price of $0.42/share is based on our valuation of BYE that is a combination of
risk-weighted NPV-based valuation of the staged development of significant oil production
from the South Marsh Island region and an assessed valuation for the exploration assets in
the company’s other areas. Our valuations have been equity diluted for a potential modest
equity raising in the next year or so and assume the assumption of modest debt. This
assumed funding is to assist with the company’s expected needs related to the likely
expanded development of the South Marsh Island Oil Project and exploration and potential
production from BYE'’s other Gulf of Mexico areas, and general corporate development
activities as BYE executes on its growth strategy.
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Risks of iInvestment

The risks of investment include, but are not limited to:

e Exploration success: Although BYE has successfully achieved oil and gas production
from the South Marsh Island area in the shallow northern waters region of the Gulf of
Mexico, the company’s activities are still at a relatively early stage as they often include
a new phase of exploration drilling in areas that have been historic producing regions
but which have often had little if any recent activity and therefore, are relatively higher
risk. As significant new discoveries such as BYE has made in the SM71 area are made,
and the company demonstrates that its innovative RTM/VIP seismic technology is
widely effective, the exploration and appraisal risk of the finds and of highly rated
targets in the nearby areas or prospects reduces progressively as exploration,
appraisal and ultimately production progresses and largely de-risks each area.

e Oil price and exchange rate risk: International oil and gas prices and foreign
exchange rates are affected by various economic and geopolitical factors that
make them volatile and liable to relatively sudden change. The oil and gas prices
and foreign exchange rates that apply to any of BYE’s projects may be different
from our forecasts.

e Development risk: While the existing and proposed developments for the greater
South Marsh Island, Eugene Island and nearby areas is relatively simple and
straightforward and is intended to be done using standard shallow water equipment and
procedures that mostly involves access to existing pipelines, there is still some potential
for difficulties in such conditions that may result in cost overruns and completion delays,
which may collectively adversely impact on the economics of the company’s projects.

e Production and operational risk: Even in well-established oil and gas production
regions such as the Gulf of Mexico, where BYE is operating, there may have only been
a few wells drilled near BYE'’s current areas and there may have been little or no
previous hydrocarbon production in these areas to indicate how the reservoirs there
behave in a production regime. Until reliable production data is established for an area,
there is a risk that various production aspects may adversely impact on commerciality.

e Political risk: BYE principally operates in the USA, where there is relatively very low
political risk but the country has had minor political issues from time to time that, if
repeated, could potentially adversely affect its operations and outcomes. BYE always
ensures it engages with and strongly supports the communities in which it operates,
even if it is only a minority partner in a joint venture.

e Funding risk: The company has been extremely successful recently after acquiring its
interests in the South Marsh Island Project. The financial reward from that success has
been growing free cash generation by BYE from that production, which the company is
using to help fund an expansion of its activities in other prospects in the shallow areas
of the Gulf of Mexico. By its nature, some of the exploration activities of BYE are
expensive and the company needs to ensure that it has adequate access to funding to
maintain its interests and is able to fund its share of what may sometimes be more
expensive exploration wells and development stages because of unexpected
complications in the drilling, production testing and completion stages of its activities.

e Inappropriate acquisitions: The acquisition of other assets can divert management
effort from the current focus and may yield inadequate returns.

Other significant risks include regulatory, environmental and commercial ones, which are
typical for natural resource projects. These aspects are usually well understood and readily
managed by the competent and well experienced personnel used by BYE either directly as
the Operator or as contractors in an operating team.
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Table 6 nancial summary

FINANCIAL RATIOS
Year ending 30 June Unit 2017a 2018a 2019e 2020e 202le Year ending 30 June Unit 2017a  2018a  2019e  2020e  2021e
Revenue Us$m 0 12 43 54 60 NPAT (adjusted) A$m @) 2 18 20 21
Expenses ussm (5) 8) (22) (28) (31) Adjusted EPS (normalised) At/shr (2.6) 0.3 25 2.7 2.8
EBITDA ussm (5) 3 21 26 28 EPS growth % na na 717% 8% 3%
Depreciation and amortisation ussm 0) (1) 4) (6) (7 PER X na na 11.7 10.8 10.5
EBIT us$m (5) 2 17 20 22 DPS At/shr - - - - -
Net interest expense ussm (1) (1) (€H)] 1) (2) Franking % - - - - -
PBT us$m (5) 1 16 18 20 Yield % - - - - -
Tax Expense ussm 0 0 2 3) (4) Free Cash Flow (FCF) ASm (10) (30) 5 12 (29)
NPAT (reported) US$m (5) 1 14 15 16 FCF/ share Ac/shr 3.7) (5.1) 0.7 1.7 (3.9)
Adjustments (after-tax) us$m 0 0 0 0 0 Price / FCF X na na 41.4 17.8 na
NPAT (normalised) US$m (5) 1 14 15 16 FCF yield % na na 2.4 5.6 na
EV / EBITDA X na 61 9.5 7.7 7.0
EV / EBIT x na 8 120 100 91
Year ending 30 June Unit 2017a 2018a 2019e 2020e 2021e EBITDA margin % na 28% 48% 48% 47%
OPERATING CASH FLOW EBIT margin % na 20% 38% 37% 36%
Receipts us$m 0 8 42 52 59 Return on assets % na 3% 19% 16% 14%
Payments US$m 3) (4) 17) (21) (23) Return on equity % na 8% 33% 25% 21%
Net interest us$m 0 0 (1) (1) %) LIQUIDITY & LEVERAGE
Tax us$m 0 0 0 ) (3) Net Debt (Cash) A$m 4 4 (8) (20) 10
Other ussm (0) 1) (0) (0) 1) Net Debt / Equity % 90% 16% na na 12%
Operating cash flow us$m 3) 3 24 28 30 Net Debt / (Net Debt + Equity) % 47% 14% na na 11%
INVESTING CASH FLOW Net Debt / Total Assets % 28% 11% na na 9%
Cap Ex and exploration us$m (4) (24) (21) (19) (52) Net Debt / EBITDA % na 99% na na 26%
Other ussm 0 0 (4) 0 0 EBITDA / Interest X na (3) (33) (19) (13)
Investing cash flow ussm 4) (24) (25) (19) (52)
Free cash flow ussm () () 4 9 (2
FINANCING CASH FLOW Year ending 30 June Unit 2017a 2018a 2019 2020e LT Real
Net equity proceeds ussm 4 21 10 Crude Oil (WTI) US$/bbl 48.49 58.44 64.18 62.56 65.00
Debt proceeds US$m 1) 5 7 6 Crude Oil (Louisiana Lgt Sw eet) | US$/bbl 45.93 58.26 65.15 64.06 67.00
Debt repayments US$m Natural Gas (Henry Hub) US$/Mbtu 3.00 2.95 3.18 3.40 3.50
Dividends US$m CURRENCY
Other us$m USD/ AUD US$/A$ 0.77 0.75 0.73 0.75 0.75
Financing cash flow ussm 10 20 16 7 6
Change i cash ussm 3 @ 15 15 gy
Year ending 30 June Unit 2017a  2018a 2019e  2020e  202le
Crude Oil kbbl 0 110 1049 2302 3537
Year ending 30 June Unit 2017a 2018a 2019e 2020e 2021e Natural Gas Bbtu 0 298 576 815 1,029
ASSETS
Cash and deposits ussm 3 2 1w om0
Accounts receivable ussm 1 6 8 9 10 Reserves Resources Combined
Inventory Us$m 0 0 0 1 1 Project Area Oil (Mbbl) Gas (Bcf) Oil (Mbbl) Gas (Bcf): Qil (Mbbl) Gas (Bcf)
Property, Plant & Equipment Us$m 0 0 0 0 1 South Marsh Island 7.8 6 37.9 314 45.6 320 ‘
Oil & Gas Properties ussm 6 26 27 23 18 Eugene Island 45 87 8.0 219 125 306 §
Exploration & development ussm 2 4 13 24 67 Vermillion 0.1 5 0.1 5
Other ussm 1 2 5 5 4 Grand Isle 0.2 81 0.3 44 0.6 125 3
Total assets ussm 14 40 70 93 116 Bivouac Peak 0.0 0 0.0 0 3
LIABILITIES Totals 12.5 173 46.3 583 58.8 756
Accounts payable us$m 2 5 6 7 8
Borrowings ussm 6 5 1 17 23
Deferred tax Us$m 0 0 0 0 0 Issued Securities Unit
Provisions ussm 1 1 2 2 Ordinary shares M 695.4
Other US$m 0) 0 0 0 0 Unlisted options® (exercisable at various prices, dates) M 60.6
Total liabilities Us$m 10 12 18 26 32 Total Securities M 756.0
SHAREHOL DERS EQUITY Note 1. Exercisable at betw een $0.25 - $0.40 from 30/6/2019 - 31/12/2022
Share capital ussm 78 99 110 110 110
Reserves ussm 3 5 5 5 5
Retained earnings us$m (77) (75) (62) (47) (31) A$m AS$/shr??
Total equity ussm 4 29 52 68 83 Oil & Gas Assets - South Marsh Island Proj. 295 0.37
- Eugene Island Project 24 0.03
Weighted average shares m 270 586 714 743 743 - Grand Isle Project 3 0.00
- Bivouac Peak Project 1 0.00
Weighted average shares | m 270 0 0 0 0 - Total 323 0.40
SOURCE: COMPANY DATA; BELL POTTER SECURITIES ESTIMATES. Corporate (19) (0.02)
Enterprise Value 304 0.38
Net Cash - Cash & Deposits 6 001
M shares Interest Date of change - Opts Exercise & Addit. Equity* 26 0.03
Metgasco Limited 51.0 7.3% 29/03/2018 - Total 32 0.04
Doug Battersby 48.1 6.9% 25/09/2018 Total Equity Valuation 337 042
Other Directors & Management 75.0 10.8% various Notes: 2. May not add because of rounding and dilution effects.

3. Based on fully and equity diluted share capital of 803.4m shares.
4. Includes net cash from exercise of unlisted options & assumed additional equity

SOURCE: BYRON ENERGY LTD AND BELL POTTER SECURITIES ESTIMATES
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Research Team

Staff Member Title/Sector Phone @bellpotter.com.au
Expect >15% total return on a TS Lim Head of Research 61282242810  tslim
12 month view. For stocks regarded Industrials
as ‘Speculative’ a return of >30% is James Filius Industrials 613 9235 1612 ffilius
expected. Sam Haddad Industrials 61282242819  shaddad
Expect total return between -5% Alex McLean Industrials 613 8224 2886 amclean
and 15% on a 12 month view Chris Savage Industrials 612 8224 2835 csavage
Jonathan Snape Industrials 613 9235 1601 jsnape
Expect <-5% total return on a Damien Williamson Industrials 61392351958 dwilliamson
12 month view Healthcare/Biotech
Speculative Investments are either start-up John Hester Healthcare 612 8224 2871 jhester
enterprises with nil or only prospective Tanushree Jain Healthcare/Biotech 612 8224 2849 tnjain
operations or recently commenced Financials
operations with only forecast cash flows, or TS Lim Banks/Regionals 612 8224 2810 tslim
companies that have commenced Lafitani Sotiriou Diversified Financials/Fintech 613 9235 1668 Isotiriou
operations or have been in operation for Resources
some time but have only forecast cash Peter Arden Resources 613 9235 1833 parden
flows and/or a stressed balance sheet. David Coates Resources 612 8224 2887 dcoates
Stuart Howe Resources 613 9235 1856 showe
Such investments may carry an
exceptionally high level of capital risk and
volatility of returns.
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The following may affect your legal rights. Important Disclaimer:

This document is a private communication to clients and is not intended for public circulation or for the use of any third party, without the prior approval of Bell Potter Securities
Limited. In the USA and the UK this research is only for institutional investors. It is not for release, publication or distribution in whole or in part to any persons in the two specified
countries. In Hong Kong, this research is being distributed by Bell Potter Securities (HK) Limited which is licensed and regulated by the Securities and Futures Commission,
Hong Kong. In the United States, this research is issued and distributed by Bell Potter Securities (US) LLC which is a registered broker-dealer and member of FINRA. Any
person receiving this report from Bell Potter Securities (US) LLC and wishing to transact in any security described herein should do so with Bell Potter Securities (US) LLC.

This is general investment advice only and does not constitute personal advice to any person. Because this document has been prepared without consideration of any specific
client’s financial situation, particular needs and investment objectives (‘relevant personal circumstances’), a Bell Potter Securities Limited investment adviser (or the financial
services licensee, or the representative of such licensee, who has provided you with this report by arrangement with Bell Potter Securities Limited) should be made aware of
your relevant personal circumstances and consulted before any investment decision is made on the basis of this document.

While this document is based on information from sources which are considered reliable, Bell Potter Securities Limited has not verified independently the information contained
in the document and Bell Potter Securities Limited and its directors, employees and consultants do not represent, warrant or guarantee, expressly or impliedly, that the
information contained in this document is complete or accurate. Nor does Bell Potter Securities Limited accept any responsibility for updating any advice, views opinions, or
recommendations contained in this document or for correcting any error or omission which may become apparent after the document has been issued.

Except insofar as liability under any statute cannot be excluded. Bell Potter Securities Limited and its directors, employees and consultants do not accept any liability (whether
arising in contract, in tort or negligence or otherwise) for any error or omission in this document or for any resulting loss or damage (whether direct, indirect, consequential or
otherwise) suffered by the recipient of this document or any other person.

Research Policies:

For Bell Potter's Research Coverage Decision Making Process and Research Independence Policy, please refer to our company website:
https://www.bellpotter.com.au/topnavigation/private-clients/stockbroking/research

Disclosure of interest:

Bell Potter Securities Limited, its employees, consultants and its associates within the meaning of Chapter 7 of the Corporations Law may receive commissions, underwriting
and management fees from transactions involving securities referred to in this document (which its representatives may directly share) and may from time to time hold interests
in the securities referred to in this document.

Disclosure: Bell Potter Securities acted as Lead Manager and bookrunner for the $26.5m placement in August 2017 and received fees for that service.

ANALYST CERTIFICATION

Each research analyst primarily responsible for the content of this research report, in whole or in part, certifies that with respect to each security or issuer that
the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about those securities or issuers and were
prepared in an independent manner ; (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific recommendations or
views expressed by that research analyst in the research report; and (3) the analyst responsible for this report does not hold any interest in the securities of
Byron Energy at the date of this report.

BELL POTTER Page 20


https://www.bellpotter.com.au/topnavigation/private-clients/stockbroking/research

