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Contingent Resources point the way 

Our View 

Progress sometimes comes in small steps and EEG has taken another small step 
forward with the declaration of an initial Contingent Resource booking associated 
with the Carpentaria-1 well in the Beetaloo Basin. i 

The numbers are small at a 2C level but serve as a pointer to the hydrocarbon 
potential of the Velkerri Formation section as the resource estimates are 
associated only as they relate to the Carpentaria-1 well.  

Testing of the well is expected to commence in 2Q21 and success could underpin 
an expansion and acceleration of the next phase of appraisal drilling; and most 
certainly support upside to resource bookings.  

Empire Energy represents one of few pure, independent and highly leveraged 
exposures to the transformational potential of the Beetaloo/McArthur basins. As 
more data comes to hand, we expect the economic confidence level to grow and 
highlight that EEG is sitting on an extensive (and transformational) gas resource. 

Key Points 

The time is nigh for testing to commence. Following the release of the resource 
estimates for Carpentaria-1, the focus of the company moves towards proving the 
commercial opportunity through testing. Preparations are well advanced with a 
four-stage, frack and flow testing campaign expected to commence in 2Q21, 
which, together with additional seismic acquisition will underpin next phase 
drilling. 

It’s worth reminding that EEG does not operate in a vacuum. Santos 
(STO.ASX) in its 2021 outlook presentation indicated it will be drilling and testing 
two horizontal wells around it’s Tanumbirini gas well commencing 2Q21. This will 
provide a direct look-through and extrapolation into the EEG operations, 
particularly as it plans its next phase drilling activity.  

An initial 2C booking points the way. The numbers are small but the 
significance is not, with EEG reporting an initial Contingent Resource booking 
around the Carpentaria-1 well. We note the bookings do not include any gas-
liquids associated with the 2C gas volumes yet but do include initial Prospective 
resource estimates...there is a commercial significant volume of condensate 
waiting to be produced. The direct and indirect testing data to be acquired over 
the remainder of 2021 will likely add/convert significant volumes to the initial 
estimates, better define the liquids expectations and could deliver sufficient 
certainty to underpin early commercialisation options. 

Our Target Price and valuation are unchanged but subject to significant 
unwinding of risk and uplift in confidence levels as testing data comes to hand 
through the direct and indirect activity to be conducted through 2021. We currently 
value the company in a range of $89-451mn ($0.27-1.39/share).  

We retain our recommendation at BUY with a Target Price of $0.58/share, 
equivalent to our middle-point valuation to reflect the current technical, market and 
operating outcomes. 
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Recommendation: BUY 

Summary (AUD) 

Market Capitalisation  $112 

Share price $0.345 

52 week low (23-Mar-20) $0.13 

52 week high (12-Oct-20) $0.47 
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TAYLOR COLLISON LTD. www.taylorcollison.com.au  

ABN 53008172450  AFSL 247083  3 

Empire Energy Limited (EEG) 

15 March 2021 

Resources and testing…and a sneaky peek at Santos activity 

The success at Carpentari-1 continues to build the commercial case and importantly has underpinned the declaration of the first 
Contingent Resources for EEG pertaining to its Beetaloo Basin operations. Although the gas numbers are not striking in an 
absolute sense, we see the bookings as significant in a qualitative sense as a pointer to thing to come. 

Figure 1: Resource booking related to Carpentaria-1 – note the liquids potential of ~8b/mmcf (at 2U level). 

 
Inferred CGR (b/mmcf) 2 8 14 

Source: Company data; analyst estimates estimares 

The Prospective Resources associated with the Carpentaria play imply a liquids range of 2-14b/mmcf. Any gas liquids 
(condensates) are welcome as providing the potential for excess returns to a development, although these volumes are only really 
significant at higher ratios. At the higher range of CGR = 8-14, the nominal volumes for exploitation are significant and would 
provide strong additional commercial returns. 

We have commented in previous notes that gas liquids can be an economic game-changer. 

As flagged previously, EEG will benefit from a direct look-through across the Santos (STO.AX) drilling and testing programmes 
over the remainder of 2021. 

STO has previously reported the Tanumbirini-1 testing results as excellent, delivering an IP rate >10mmcfd with an average rate 
1.1mmcfd over 19 days from a vertical intersection. 

A rig has been contracted to commence drilling of two horizontal wells in 2Q21. The important aspect is that the wells will be 
horizontal, which may be the design key to unlocking definitively commercial flow rates. 

We retain our Target Price at $0.58/share 

We highlight the capacity for positive revisions upon the successful outcomes that could be provided by the Carpentaria-1 testing 
and evaluation campaign, particularly any confirmation of liquids rates on a flowing gas basis, 

We set our Target Price against the mid-point (risk-weighted) of our valuation range which we feel better reflects the next point in 
the re-rating process. 
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Figure 2: Carpentaria-1 will benefit on a ‘look through’ from STO at Tanumbirini - after all, it’s right next door. 

The Carpentaria results, given the liquids rich nature of the intersection, should 
at this stage be considered on a specific, well constrained basis, however, 
positive results could be be interpolated as supporting the liquids prospectivity 
on a larger scale, particularly enhancing the economic opportunity. 

The data to date is suggesting there is a gas project here to be won. 

 

Source: Company data 

 

Source: Company data 
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Disclaimer 

The following Warning, Disclaimer and Disclosure relate to all material presented in this 
document and should be read before making any investment decision. This publication 
has been prepared by Taylor Collison for distribution to clients of Taylor Collison on the 
basis that no part of it will be reproduced, altered in any way, transmitted to, copied to 
or distributed to any other person without the prior express permission of Taylor 
Collison. 

Warning (General Advice Only): Past performance is not a reliable indicator of 
future performance. This report is a private communication to clients and intending 
clients and is not intended for public circulation or publication or for the use of any third 
party, without the approval of Taylor Collison Limited ABN 53 008 172 450 (“Taylor 
Collison”), an Australian Financial Services Licensee and Participant of the ASX Group.  
TC Corporate Pty Ltd ABN 31 075 963 352 (“TC Corporate”) is a wholly owned 
subsidiary of Taylor Collison Limited.  While the report is based on information from 
sources that Taylor Collison considers reliable, its accuracy and completeness cannot 
be guaranteed. This report does not take into account specific investment needs or 
other considerations, which may be pertinent to individual investors, and for this reason 
clients should contact Taylor Collison to discuss their individual needs before acting on 
this report. Those acting upon such information and recommendations without 
contacting one of our advisors do so entirely at their own risk. 

This report may contain “forward-looking statements”. The words “expect”, “should”, 
“could”, “may”, “predict”, “plan” and other similar expressions are intended to identify 
forward-looking statements. Indications of and guidance on, future earnings and 
financial position and performance are also forward-looking statements. Forward-
looking statements, opinions and estimates provided in this report are based on 
assumptions and contingencies which are subject to change without notice, as are 
statements about market and industry trends, which are based on interpretations of 
current market conditions. 

Any opinions, conclusions, forecasts or recommendations are reasonably held at the 
time of compilation but are subject to change without notice and Taylor Collison 
assumes no obligation to update this document after it has been issued.  Except for 
any liability which by law cannot be excluded, Taylor Collison, its directors, employees 
and agents disclaim all liability (whether in negligence or otherwise) for any error, 
inaccuracy in, or omission from the information contained in this document or any loss 
or damage suffered by the recipient or any other person directly or indirectly through 
relying upon the information.  

Disclosure: Analyst remuneration is not linked to the rating outcome. Taylor Collison 
may solicit business from any company mentioned in this report. For the securities 
discussed in this report, Taylor Collison may make a market and may sell or buy on a 
principal basis. Taylor Collison, or any individuals preparing this report, may at any time 
have a position in any securities or options of any of the issuers in this report and 
holdings may change during the life of this document. 

Taylor Collison raised approximately $1M for EEG.ASX in the placement in 
August/September 2020, a fee of 2% was earned. 

Analyst Interests: The Analyst does not hold shares in EEG.ASX. The Analyst’s 
holdings may change during the life of this document. 

Other Staff (including Principal accounts) hold approximately 1.46 million shares in 
EEG.ASX as of the date of this report in personal and family related accounts. These 
holdings may change during the life of this document. 

Analyst Certification: The Analyst certifies that the views expressed in this document 
accurately reflect their personal, professional opinion about the financial product to 
which this document refers.  
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