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Getting close to the FID pointy end

Empire Energy Group Limited (ASX:EEG) is an oil and gas producer/developer,
with onshore Northern Territory (NT) and US oil/gas production assets. EEG
has the largest tenement position in the highly prospective Greater McArthur
Basin, which includes the Beetaloo Sub-basin. The investment case continues
to build with a FID point on the Carpentaria Pilot Project tantalisingly close.
FEED activity continues to progress, building on the game-changing
acquisition of the Rosalind Park Gas Plant which should provide an immediate,
low-capital and operating-cost processing option with nameplate capacity
above the Stage | development model. We suggest a project sanction could be
delivered Q1 CY24 subject to the requisite regulatory approvals. NT gas supply
requires critical firming on Blacktip production issues and concerns with
regard to east coast grid stability emerging through the summer period. Quite
simply, more gas supply at scale is required for domestic requirements,
growing Gladstone LNG ullage, and as a potential supply source for Darwin’s
LNG export opportunities. A FID success case could see construction begin at
Carpentaria through H2 CY24 with first gas in 2025. Success at any scale has
beneficial look-through impacts for all Beetaloo ventures...‘a rising tide lifts all
boats’. We see EEG as the low-cost, strongly-leveraged exposure in the play,
with a significant early-mover advantage to deliver high-calorific/low-CO: gas.
EEG is, in our view, firmly on the development pathway.

Business model

Empire Energy Group Limited (EEG) is an oil and gas development and production company,
heading towards a project sanction on its Carpentaria Pilot Project in the world-class
McArthur-Beetaloo basins. The disconnect between the demand-constrained gas market
and share prices continues to be highlighted by rising contract prices with, we believe, a
recent east coast supply deal set at prices well in excess of legacy contracts and spot market
rates. There is a material commercial prize to be won particularly defining a clear timeline to
production. In that regard Empire should be considered as being in a pre-development
phase, with a significant head-start over peer group options. With total available financing
of $22.7mn (31-Dec), the company is well funded to maintain its accelerated path to first
gas. Beneficially, Empire holds its licences at 100% providing the ability to control project
timing and provide financing options through partnering.

A new year means the FID light is shining in the near distance

Having secured the ‘game changer’ through the purchase of the Rosalind Park Gas Plant,
attention moves towards completing the final pieces of the FEED study. The company is
targeting a February submission date for environmental and other regulatory approvals
whilst continuing with operational agreements (pipeline and field designs) and financing
options. The success case would see construction commence in H2 CY24 and first gas in the
early part of 2025...project definition can drive a material rerating for EEG. The path to scale
and growth begins with the first PJ and cash flow can be a game changer —importantly, EEG
is now in this zone.

Defining the commercial case can close the valuation gap

The market pricing of listed gas plays appears uncoupled from the commercial operating
environment and this is a situation that is invariably attractive to corporate M&A activity,
particularly as development opportunities emerge and resources are de-risked. Companies
in production with a growth outlook will look increasingly attractive to investors and other
industry operators. We model a base-case (mid-point) valuation of $903mn ($1.17/share)
with an upside case to $1.52/share. We note the impending re-rating events and reiterate
that there is no better time than now to progress and deliver gas projects.
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the timing of FID would push back the timing of
first gas
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Empire’s latest quarterly outlined material progress being made towards the project sanction point for the
Carpentaria Pilot Project, which now feels tantalising close.

It’s worth reiterating the critical impact the recent purchase of the Rosalind Park Gas Plant from AGL has had
on scoping works for Carpentaria (refer RaaS Update note 6-Dec-2023).

The plant had become available with the progressive shut-down and abandonment of AGL's Camden CSG
Project south of Sydney and at a purchase price of $2.5mn (cash), well under replacement value, it most
certainly looks to be a game changer on capital costs and timing to first gas.

The plant has a nameplate capacity of 42TJd, well in excess of the notional Carpentaria Project Phase | target

of 25TJd and, therefore, provides organic expansion capacity that can be accessed rapidly.

EEG has indicated that the acquisition of the Rosalind Plant “...may result in >530mn in cost savings and reduce
lead time to first gas by ~12 months” compared to new-build options.

The pilot project is steadily progressing to the FID (sanction) point, with the company targeting submission of

regulatory and indigenous approvals in February and a formal FID in the current quarter, on the success case
and naturally subject to timely receipt of regulatory approvals.

The remaining FEED (design) works include:

E  Gas sales agreements — negotiations are continuing, with some reasonable impetus given the supply
issues at the Blacktip Gas Field;

E  Design optimisation — frack style and field development layout and location;

E  Pipeline access; and

F  Financing that may include partnering or early gas sales.

The success case would see construction commence from mid-2024 and first gas in early(ish) 2025 (RaaS
estimate).

...FEED moves to FID moves to ordering long lead time items and construction — FID means the project is real
and very tangible.

Financing is always an issue for companies with no existing cash-flow base. The Rosalind plant saves significant
capital but final financing may yet still be a mix of partnering, debt and equity.

The company reports total available financing as at 31-Dec of $22.7mn post the receipt of a $15.6mn R&D Tax
Offset payment, which should comfortably cover the remaining cost outgoings to FID.

EEG remains our preferred exposure to the play — it is lower cost, more advanced towards first cash flow,
with phased growth opportunities and higher leverage to the success case. Importantly, on its likely capital
and operating cost profile, the company can be considered as holding a unique advantage to market gas
across a range of offtake terms and individual gas users.

To put it simply, EEG ticks more boxes:

F  More advanced in terms of the practical field model (more wells with greater concentration AND has
the only horizontal completion nearing 3,000m) — there is just more ‘certainty’ around the gas data;

E  Adefined gas processing option with the intrinsic upside potential of output capacity well in excess of
Phase | targets — in this regard the initial project will more likely be limited by well deliverability, not
throughput capacity;

F  Scaling the economics — start incrementally (up to 25TJd) to provide initial cash flow and independent
financing which acts operationally as a quasi-commissioning for a bigger development option;

B Lower well costs equal better well economics; and

E  Approaching FID - anticipated to be delivered in Q1CY24 subject to NT regulatory approvals.
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Exhibit 1: A consolidation quarter focussed on progressing Carpentaria to FID

Operations

Carpentaria-3H (C-3H)

The well was shut-in on 5-Oct after some 63 days of second-phase testing, post a five-month period of
soaking, delivering an IP30 rate of 3.8TJd across the 40-stage stimulated section. The implied IP90 rate
using the results from both testing phases was determined to be 3.1TJd achieving the required objectives
from the programme.

Both the C-2H and -3H wells are being reviewed internally and independently on a fracking optimisation
basis with the company reporting it has “...identified several opportunities for operational improvements for
future wells”.

The pilot project will likely involve the drilling of two development wells with completions utilising the results
of the current technical reviews.

Corporate

refer RaaS 2024 Outlook Interview, published 23-Jan-2024

FEED activity is progressing

Field development planning - progressing well designs and the site and layout of surface facilities:

Gas sales marketing — discussions are underway with strong interest in offtake across the eastern states
gas markets, from as far south as Melbourne which underscores the still critically constrained nature of gas
supply on a national basis.

We suggest securing sales agreements should not be an issue given the obvious and growing concerns
around supply stability both along the east coast and in the NT where Blacktip production rates are critically
low.

Management expects it can finalise an agreement in the short-term, which would have positive implications
in assessing and progressing financing options.

Pipeline access agreements:

All requisite regulatory approvals - the Environmental Management Plan and other regulatory
submissions could be lodged in February. We add that the timing of receipt of approvals is likely to remain
the most uncertain element in the process.

Project financing - there are a number of options being considered and evaluated including the °...launch
of a formal JV partnering process’.

Financing position remains comfortable —
more than sufficient to deliver FID in our
view

EEG holds a cash balance of $17.3mn (as at 31-Dec) after receiving a $15.6mn R&D Tax Offset payment
and reducing its debt position. As at the end of the period, total financing facilities stood at $22.7mn.

Period Ending 31-Dec-2023 30-Sep-2023
Cash (A$mn) 17.3 15.0
Debt (A$mn) (8.8) 15.1

Net debt (A$mn) 8.5 (<0.1)

Source: Company data; RaaS commentary

Closing the value gap will start with FID

Our valuation remains unchanged as it is predominantly based on a nominal unit gas (NPV) value, which will
be subject to adjustment as further pricing indicators come to hand.

We do highlight from the ACCC report (Interim update on east coast market - Dec-2023) commentary related
to producer offers made between February and August 2023 for 2024 supply:

“Average prices for producer offers were similar to those offered in the first half of 2022. Producer offers ranged
from $10.49/GJ to $18.20/GJ.”

...and would add recent commentary from Cooper Energy that the extension of a supply contract with Visy
Glass was negotiated within the range as modelled by the ACCC. The range is broad but we suggest the deal
was struck at the top end and anecdotally, other current gas pricing discussions in the sector are being
conducted at the higher end of the range as a starting point.

The Carpentaria project is still in FEED and, critically, gas sales discussions although close to completion are
yet to be finalised. There is insufficient detail yet to define a Carpentaria Phase | model and the look-through
implications for the remainder of that development area, but indicative (speculative) estimates suggest the

value opportunity lies to the upside of our current assumptions.

The critical underlying assumption to our NAV continues to be gas price.
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We model a base-case (mid-point) valuation of $903mn ($1.17/share) with an upside case to $1.54/share. The
success case at Carpentaria continues to build and could deliver valuation upside well in excess of our base

case.

Defining the Carpentaria model should deliver a material and tangible unit NPV and, more importantly, provide
a working look through to the remainder of the resource base..the multiplier impact could be
transformational, even allowing for financing dilution through partnering or equity markets.

The potential for an equity raise likely overhangs the stock, as it does for almost all of the small gas players
in the current market, so finalisation of capex and financing will be critical events and expected in the next
couple of months.

We would strongly highlight though that EEG has been quite diligent in constraining its recourse to equity
markets, noting since July-2021 EEG has raised ¢.570mn in equity (about 20% of other play participants) whilst
progressing proof-of-concept to project (assuming success) on an accelerated basis in comparison to peers.

Paradoxically, whilst the Beetaloo gas options commenced well back in the supply time-line, in an
infrastructure-light environment with no clear path to market and no commercial flow rates, we could be
approaching a point where ‘next gas’ comes from the NT versus QLD and NSW options where progress has

been glacial.
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Exhibit 2: Financial Summary

EMPIRE ENERGY GROUP LTD EEG nm = not meaningful
YEAR END Dec na = not applicable
NAV ASmn 31.17
SHARE PRICE AScps 50.18 intraday 29-Jan
MARKET CAP ASmn 139
ORDINARY SHARES M 773
OPTIONS M 10
COMMODITY ASSUMPTIONS 2021 2022 2023E 2024E NET PRODUCTION 2021 2022 2023E 2024E
Realised oil price UsS/b 57.98 94,25 77.64 72.46 Crude Qil kb 2 2 3 2
Realised gas price UsS/mef 3.72 6.42 2.58 2.72 Nat Gas mmcf 1676 1727 1727 1,304
Exchange Rate AS:USS 0.7514 0.6946 0.6657 0.6738 TOTAL kboe 282 290 291 220
Product Revenue ASmn 8.5 13.7 7.5 6.1
RATIO ANALYSIS 2021 2022 2023E PIPIN  Cash Costs ASmin (5.0 (6.0) (2.3) (2.3)
Shares Qutstanding M 612 773 773 873 Ave Price Realised AS/boe 30.17 47.32 25.99 27.54
EPS (pre sig items) UScps (2.41) (0.86) (0.38) 10.43) Cash Costs A5/boe (17.76) (20.55) (7.85) (10.41)
EPS Acps (2.41) (0.86) (0.38) (0.43]  Cash Margin 12.41 26.76 18.14 17.13
PER x na na na na
OCFPS Acps (5.35) 9.50 39.77 14.86) RESOURCES and RESERVES
CFR X na na na na Contingent Resources
DPS Acps na na na na 1Cc 2C 3C iU 2U 3uU
Dividend Yield % Northern Territory
BVPS Acps 23.8 24.9 25.2 23.2 EP 187
Price/Book X 0.7x 0.7x 0.8x Carpentaria 566 1,282 2,284
ROE % na na na East Carpentaria 1,020 1,878 3,782
ROA % na na na South Carpentaria 204 383 668
(Trailing) Debt/Cash X TOTAL PJ 1,790 3,543 6,734
Interest Cover X
Gross Profit/share Acps 5.7 6.8 4.3 Carpentaria
EBITDAX ASM 6.2 4.5 | Velkerri C 113 666 846
EBITDAX Ratio % Velkerri B 120 678 844
EARNINGS AS000s 2021 2022 2023E 2024E Intra Velerri A/B 8 15
Revenue 8,502 13,722 7,550 6,050 Velkerri A/B 12 24
Cost of sales {5,005} (5,951} {2,280} (2286)  TOTALPJ 233 1364 1,730
Gross Profit 3,497 7,762 5,270 3,764 Carpentaria East
Other revenue Velkerri C 35 185 871
Other income 1,606 259 300 300 Velkerri B 36 190 906
Exploration written off Intra Velerri A/B
Finance costs (568) (1,808) (1,093) Velkerri A/B
mpairment 0 0 0 TOTAL PJ 71 375 1,777
Other expenses 114,332 Aggregate PJ 304 1,739 3,507
- (11 1508 |
Profit before tax (10,835) (5,765) (2,772) (3,494) US Onshore
Taxes (213) (239) (200} (252) Gas (bef) 28 35 42
NPAT Reported (11,048) (6,003) (2,972) (3,746)
Underlying Adjustments 0 0 0 0
NPAT Underlying (11,048) (6,003) (2,972) (3,746)
CASHFLOW AS000s 2021 2022 2023E 2024E EQUITY VALUATION Risked Range Low Mid High
Operational Cash Flow (7,044) (9,305) 7,845 5,954 ASmn Low Mid High AS/share
Net Interast (568) (679) (1,204) (737) Northern Territory
Taxes Paid (213) (239) (225) (250)  EP-187
Other Scenario Weighting 720 770 928 $0.93 51.00 51.20
Net Operating Cashflow (2,460) 5,100 20,470 (2,861) Prospective Resources 41 103 212 $0.05 $0.13 $0.27
Exploration 111,228) 137,356) (24,818) (10,000} US Onshore
PP&E (250} 0 (2,399) (s00} Appalachian 24 31 37 $0.03 50,04 $0.05
Petroleum Assets 112,965) 0 0 0 785 904 1,177 $1.02 $1.17 $1.52
Met Asset Sales/other 0 0 0 0
Net Investing Cashflow (24,443) (37,586) (27,727) (10,500) Net cash/(debt) 9
Dividends Paid Corporate costs (9)
Net Debt Drawdown (317) (1,035) 999 (350)
Equity Issues/(Buyback) 39,359 29,412 q 19,0000 TOTAL 785 903 1,176  $1.02 $1.17 $1.52
Other
Net Financing Cashflow 38,542 28,377 391 18,150 Shares on issue (mn) 773 mn
Net Change in Cash 11,639 (4,109) (6,866) 4,789
BALANCE SHEET AS000s 2021 2022 2023E 2024E
Cash & Equivalents 25,650 21,830 17,310 22,098
0&G Properties 34,800 36,612 61,657 72,157
PPE + ROU Assets 1306 1,608 250 500
Total Assets 158,823 197,650 179,180 182,918
Debt 8,027 7,823 7,303 6,487
Total Liabilities 49,502 64,043 49,303 46,428
Total Net Assets/Equity 109,320 133,608 129,877 136,490
Net Cash/(Debt) 17,622 14 057 10,006 15612
Gearing dn/{dn+e)
Source: RaaS Advisory, company data
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About Us

BR Securities Australia Pty Ltd (BR) is the holder of Australian Financial Services License (“AFSL”) number
456663. RaaS Advisory Pty Ltd (RaaS) is an Authorised Representative (number 1248415) of BR.

This Financial Service Guide (FSG) is designed to assist you in deciding whether to use RaaS’s services and
includes such things as

- who we are

- our services

- how we transact with you

- how we are paid, and

- complaint processes

Contact Details, BR and RaaS

BR Head Office: Suite 5GB, Level 5, 33 Queen Street, Brisbane, QLD, 4000

Raa$S. 20 Halls Road Arcadia, NSW 2159

P: +61 414 354712

E: finola.burke@raasgroup.com

RaasS is the entity providing the authorised AFSL services to you as a retail or wholesale client.

What Financial Services are we authorised to provide? RaaS is
authorised to
- provide general advice to retail and wholesale clients in relation to
- Securities
- deal on behalf of retail and wholesale clients in relation to
- Securities

The distribution of this FSG by RaaS is authorized by BR.
Our general advice service

Please note that any advice given by RaaS is general advice, as the information or advice given will not take
into account your particular objectives, financial situation or needs. You should, before acting on the advice,
consider the appropriateness of the advice, having regard to your objectives, financial situation and needs. If
our advice relates to the acquisition, or possible acquisition, of a particular financial product you should read any
relevant Prospectus, Product Disclosure Statement or like instrument. As we only provide general advice we
will not be providing a Statement of Advice. We will provide you with recommendations on securities

Our dealing service

Raa$S can arrange for you to invest in securities issued under a prospectus by firstly sending you the offer
document and then assisting you fill out the application form if needed.

How are we paid?

RaaS earns fees for producing research reports. Sometimes these fees are from companies for producing
research reports and/or a financial model. When the fee is derived from a company, this is clearly highlighted on
the front page of the report and in the disclaimers and disclosures section of the report.

We may also receive a fee for our dealing service, from the company issuing the securities.
Associations and Relationships

BR, RaaS$, its directors and related parties have no associations or relationships with any product issuers other
than when advising retail clients to invest in managed funds when the managers of these funds may also be
clients of BR. RaaS’s representatives may from time to time deal in or otherwise have a financial interest in
financial products recommended to you but any material ownership will be disclosed to you when relevant
advice is provided.

Complaints

If you have a complaint about our service you should contact your representative and tell them about your
complaint. The representative will follow BR’s internal dispute resolution policy, which includes sending you a
copy of the policy when required to. If you aren'’t satisfied with an outcome, you may contact AFCA, see below.
BR is a member of the Australian Financial Complaints Authority (AFCA). AFCA provide fair and independent
financial services complaint resolution that is free to consumers.
Website: www.afca.org.au; Email: info@afca.org.au; Telephone: 1800931678 (free call)
In writing to: Australian Financial Complaints Authority, GPO Box 3, Melbourne, VIC, 3001.

Professional Indemnity Insurance

BR has in place Professional Indemnity Insurance which satisfies the requirements for compensation under
s912B of the Corporations Act and that covers our authorized representatives.
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DISCLAIMERS and DISCLOSURES

This report has been commissioned by Empire Energy Group Ltd prepared and issued by RaaS Advisory Pty
Ltd. RaaS Advisory has been paid a fee to prepare this report. RaaS Advisory’s principals, employees and
associates may hold shares in companies that are covered and, if so, this will be clearly stated on the front page
of each report. This research is issued in Australia by RaaS Advisory and any access to it should be read in
conjunction with the Financial Services Guide on the preceding two pages. All information used in the
publication of this report has been compiled from publicly available sources that are believed to be reliable.
Opinions contained in this report represent those of the principals of RaaS Advisory at the time of publication.
RaaS Advisory provides this financial advice as an honest and reasonable opinion held at a point in time about
an investment’s risk profile and merit and the information is provided by the RaaS Advisory in good faith. The
views of the adviser(s) do not necessarily reflect the views of the AFS Licensee. RaaS Advisory has no
obligation to update the opinion unless RaaS Advisory is currently contracted to provide such an updated
opinion. RaaS Advisory does not warrant the accuracy of any information it sources from others. All statements
as to future matters are not guaranteed to be accurate and any statements as to past performance do not
represent future performance.

Assessment of risk can be subjective. Portfolios of equity investments need to be well diversified and the risk
appropriate for the investor. Equity investments in listed or unlisted companies yet to achieve a profit or with an
equity value less than $50 million should collectively be a small component of a balanced portfolio, with smaller
individual investment sizes than otherwise. The science of climate change is common knowledge and its
impacts may damage the global economy. Mitigating climate change may also disrupt the global economy.
Investors need to make their own assessments and we disclaim any liability for the impact of either climate
change or mitigating strategies on any investment we recommend. Investors are responsible for their own
investment decisions, unless a contract stipulates otherwise. RaaS Advisory does not stand behind the capital
value or performance of any investment. Subject to any terms implied by law and which cannot be excluded,
RaaS Advisory shall not be liable for any errors, omissions, defects or misrepresentations in the information
(including by reasons of negligence, negligent misstatement or otherwise) or for any loss or damage (whether
direct or indirect) suffered by persons who use or rely on the information. If any law prohibits the exclusion of
such liability, RaaS Advisory limits its liability to the re-supply of the Information, provided that such limitation is
permitted by law and is fair and reasonable. Copyright 2024 RaaS Advisory Pty Ltd (A.B.N. 99 614 783 363). All
rights reserved.

Empire Energy Group Ltd | 29 January 2024 8




