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Disclosure of Interest. The Directors of Wilson HTM Ltd advise that at the date of this report
they and their associates have relevant interests in securities in companies mentioned in this
report. They also advise that Wilson HTM Ltd and Wilson HTM Corporate Finance Ltd A.B.N.
65 057 547 323 and their associates have received and may receive commissions or fees from
these companies in relation to advice or dealings in securities. Some or all Wilson HTM Ltd
authorised representatives may be remunerated wholly or partly by way of commission.

Disclaimer. Whilst Wilson HTM Ltd believes the information contained in this communication is
based on reliable information, no warranty is given as to its accuracy and persons relying on
this information do so at their own risk. To the extent permitted by law Wilson HTM Ltd
disclaims all liability to any person relying on the information contained in this communication in
respect of any loss or damage (including consequential loss or damage) however caused,
which may be suffered or arise directly or indirectly in respect of such information. Any
projections contained in this communication are estimates only. Such projections are subject to
market influences and contingent upon matters outside the control of Wilson HTM and
therefore may not be realised in the future.

The advice contained in this document is general advice. It has been prepared without taking
account of any person’s objectives, financial situation or needs and because of that, any
person should, before acting on the advice, consider the appropriateness of the advice, having
regard to the client’s objectives, financial situation and needs. If the advice relates to the
acquisition, or possible acquisition, of a particular financial product — the client should obtain a
Product Disclosure Statement relating to the product and consider the Statement before
making any decision about whether to acquire the product. This communication is not to be
disclosed in whole or part or used by any other party without Wilson HTM Ltd's prior written
consent.
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= Evolution of the CSG equity market

= Valuation metrics

= \Where to from here?
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| The number of “CSG” companies grew strongly
WilsonHTM - from 2005, approximately doubling by 2010
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However, not all “CSG” companies were actively pursuig

CSG in the early years; many were late adopters
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| Market capitalization of the sector grew over four-
WilsonHTM  fold in the past decade, with much of this followig
Interest from international majors from 2008

Australian CSG Sector Market Capitalisation
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Not all of the capitalization increase was due dirdaly to CSG;

iIncreases from 2003 were also driven by global oil pre rises
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| Market capitalization increased dramatically for
WilsonHTM  the “pure” CSG sector during 2007, with step
changes in 2008 as majors acquired interests

Australian CSG Sector Market Capitalisation
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Acquisitions led to sector re-rating, but reduced the

remaining capitalization as QGC, Pure and Arrow de-Isted
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= Evolution of the CSG equity market

= Valuation metrics

= \Where to from here?
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Valuation metrics can be problematic — just what
WilsonHTM s being measured? The chart below shows the

resource multiples for the acquisition of Arrow

CSG value
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Resource category

Shell & PetroChina paid $A3.5 billion for Arrow’s

Queensland assets: how much gas were they buying?
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| Whilst we favour a “recoverable gas” multiple the
WisonHIM  data are scarce; industry 2P reserves suggest gas
values peaked in mid-2008

Australian CSG Sector Market Capitalization per Res  erves
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This could be due to oil prices and the GFC or to in@ases in

2P reserves (with value driven by factors other thai2P)
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Enterprise value to reserves trading values range
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EV/3P has become widely used, due to availability drbeing

an early indication of recoverable potential
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| Transaction multiples range widely, but exhibit
WilsonHTM  three cohorts: (A) large scale / LNG project entry;
(B) mid-scale with control, and (C) minority stakes

CSG transactions

2.00

1.80

e
%

L
R

o
-

i
.
Lt

1.60

=
N
o

=
o
S

0.80

$A/GJ 3P reserves

0.60

0.40

0.20

0.00

AJ |Fortune| Anglo [ AOE #| Orion | STO | Apollo| STO QRG/COFESG # | ESG *
u

in; rigin | BG - |[QGC #| AJL/ | AJL/ |Sydney| PES #| BPT * |Pangea| Gastar | ESG * | AOE * | MPO *| MPO *
L. a| * Oil * # Energy Gas #
#

acert: MPO #|MPO #| Gas # # Lucas
# future *

AGL BG AGL AGL AGL BG AOE | ORG STO STO Shell Pac |Fortune| Toyota| AOE | WCL | Shell/ | Sino | Total Dart | Total/ [Sinoped STO TruEnergy
Asia Oil  |Tsusho PetroChinaO&G Energy| Kogas
Pet Inc
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Multiples for Group A at ~$A1.40/GJ 3P in 2008 have ot
been repeated; Group B is steady at best at ~$0.6B0/GJ
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= Evolution of the CSG equity market

= Valuation metrics

= \WWhere to from here?
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CSG finding costs (3P) range widely, although the

WisonHIM  median now appears stable at ~$0.02-0.03 /GJ
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=—-Bow Energy =#— Eastern Star Gas =>¢ Metgasco =X Sunshine Gas Pure Energy
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CSG finding costs appear to be steady at ~$A0.10
WilsonHTM
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ccccc /GJ 2P reserves, once pilot programs are well

established

CSG 2P reserve finding costs

Source: Wilson HTM analysis,
based on company
published data. BOW
includes published
targets for CY11
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Whilst Sunshine Gas and Pure Energy achieved ~$A0.05/GJ
2P this has not been repeated. Arrow reported <$AD0/GJ
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The value attributed to reserves has declined over

WilsonHIM  time for small to mid-cap CSG players
Mkt Cap/3P reserves
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Trading multiples range widely for different companies,

reflecting the perceived quality of the underlyingassets
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The market cap of some mid-tier CSG companies
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NNNNNNN now appears to be insensitive to 3P reserves; that
IS, more 3P reserves are not driving more value

Market Cap vs Reserves
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We believe the market now assumes that gas will be fad, in

contrast to the early years, where reserves were “newiews
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Similarly, increases in 2P reserves no longer
WilsonHTM
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NNNNNNN appear to drive increases in value for mid-tier
CSG companies

Market Cap vs Reserves
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We believe the market is now looking for credible

commercialization plans to re-rate company capitaliation
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Energy Limited
presentation 11
Nov 2010,
sourced from
EnergyQuest and
Bow Energy
estimates
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Despite the large reserve position of the majors,
more 2P reserves are required to support LNG
project aspirations
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Reserves will come from further exploration by the mgors and
third party providers, both conventional & unconventional
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| What type of CSG assets are likely to be favoured
WisonHIM by the market?

* Those that are favoured by the majors

— Material reserve potential
— Good geographic location
— Expected low cost of development and production

— Opportunity for control

— pace of development, access to cash flows, operating
standards, etc

= A clear and credible commercialization path is
fundamental to market rating

Ticking the boxes does not necessarily mean automatic

acquisition; gas sales agreements and JVs will also feat
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Conclusions
WilsonHTM
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= Reserves values have dropped over time
= Market focus has shifted: reserves — revenue
= Majors need more gas

= Re-rating will follow for good companies
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Thank you

John Young
Senior Resources Analyst
Wilson HTM Investment Group
john.young@wilsonhtm.com.au
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