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Schlumberger picked to lead Carpentaria-1 drilling

EEG

Share Price (intraday)

Empire Energy Group Limited (EEG.ASX) is a junior oil and gas producer and explorer with
onshore NT and US oil & gas assets. EEG holds the largest acreage position (>14.5m acres) in the

$0.32

Market Capitalisation

$84.3M

Number of shares

263.3M

highly prospective, potentially global-scale NT McArthur-Beetaloo basins. The province is fast

Net cash

(US$0.14M)

developing as a gas-rich (and potentially liquids-rich) strategic bolster for east coast Australia’s

Gross cash

future energy needs and Darwin’s expanding LNG export terminals, amid strong policy support

Sector

from both the Northern Territory (NT) and Federal governments. The Beetaloo Sub-basin alone

Share price performance (12-months)

~US$7.1M
Energy

is considered to contain recoverable unconventional shale dry gas volumes of over 100 Tcf, with
liquids upside. EEG also owns conventional gas/oil assets in the US Appalachia, 80%-hedged at
2020 floor prices of US$2.50/mcf. EEG’s 2D seismic results aided a recent 22% uplift of its NT P50
prospective resources to 13.5 Tcf gas (up from 11 Tcf). Crystallising EEG’s longer-term potential
rests on successful drilling and production testing. EEG aims to begin a ~45-day vertical drill
program to ~2900m, with its COVID-19 safe-work plan cleared by NT authorities. We believe the
A$7-8m drill program to test the Velkerri/Kyalla Shales can be comfortably funded from current
cash. Global oilfields service provider, Schlumberger Land Rigs, has been contracted to drill, case
& suspend the Carpentaria-1 vertical well, spudding mid-September; results due in November.

Business model
Empire Energy Group (EEG) is a junior oil & gas producer/exploration company, focused on
maturing its portfolio of onshore, long-life oil& gas fields. EEG is the 2nd largest
conventional gas producer in the US NY State and holds substantial exploration acreage
(14.5m acres) in Australia’s Northern Territory McArthur-Beetaloo basin. Given the
region’s high prospectivity, success from future drilling works may generate cashflows
within 36-48 months, assuming links & upgrades to existing pipeline infrastructure are
delivered in parallel. Positive read-throughs from Beetaloo neighbours (eg Origin/Santos)
are also likely to inject value. COVID-19 disruptions delay, not dent, the opportunity.

Countdown to mid-September Carpentaria-1 spudding
Empire Energy Group (EEG) is within weeks of commencing its Carpentaria-1 vertical drill
program, with civil works to begin next week and Schlumberger selected as contractor to
the 45-day program, with drill rig #183 on its way to site, for a mid-September well
spudding date. Key upcoming events include: a) EP187 drilling commencement; b) 26
September option expiration (36.2m @ A$0.30); c) November drill results and d)
Carpentaria-1 vertical hydraulic fracturing approvals for 2021. Robust results from EEG’s
20/21 drill programs could evolve its P50 13.46 Tcf resource estimate into a 2C contingent
resource, positioning EEG to attract strong funding partners.

Valuation

Upside Case
EEG’s Carpentaria-1 drill program confirms the
Beetaloo Velkerri/Kyalla shales extend into
EP187; holding both gas & liquids
Further McArthur-Beetaloo work programs
generate significant commercial outcomes
EEG drilling success generates high-value LT
strategic partnership(s) & funding options
Downside Case
McArthur-Beetaloo Basin EP 187 2Q 2020 drilling is
unsuccessful, negatively impacting remaining NT
permits (EP180-188) values
Continuing financing through equity issues highly
dilutive to future capital growth
Reinstatement of a NT fracking ban
Catalysts
26 Sept: ITM option exercise raises A$10.86m
Mid-Nov: Positive Carpentaria drill program results
Ongoing: Upgrades to NT P50 13.5 Tcf resource est.
Comparative companies (Australia & NZ)

We assign a base case valuation of $153m or $0.58/share using the RaaS 3Q FY20
commodity price deck. Our valuation includes a 10% risk weighting to development risk
expectations until the 22 August Northern Territory election results are known. EEG has
several event drivers over the next 6-12 months which we view hold potential to generate
a sizeable uplift in NAV.

AJQ, STX, WGO

Company contacts
Alex Underwood (MD/CEO)

+61 2 9251 1846

Substantial Shareholders

Historical earnings and RaaS Advisory estimates
EPS Adj Price/Book
(AUD cps)
(x)
(1.41)
25.8

Macquarie Group 10.05%
Global Energy & Resources Development 9.77%
Liangrove Media 4.65%
Elphinstone Group 4.56%

Year
end
12/18a

Revenue
(US$m)
6.6^

Gross Profit
(US$m)
1.9^

NPAT reported
(US$m)
(5.3)^

OCFPS
(AUD cps)
(0.15)

12/19a

5.4

1.2

(12.0)

(4.12)

(9.29)

4.3

RaaS Advisory contacts

12/20e

4.3

1.0

(3.8)

0.43

(1.84)

4.2

Melinda Moore*

12/21e
4.8
1.5
(3.3)
1.83
(1.57)
Source: : Company data, RaaS estimates for FY20e & FY21e ^restated for US Marcellus asset sale
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Empire Energy Group Ltd is a research client of RaaS Advisory. This report should be read in conjunction with the FSG and disclosures on pgs 2-4.
*The analyst holds shares
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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: Level 14, 344 Queen Street, Brisbane, QLD, 4000
RaaS. 20 Halls Road Arcadia, NSW 2159
P: +61 414 354712
E: finola.burke@raasgroup.com
RaaS 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
RaaS 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.

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. 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 2020 RaaS Advisory Pty Ltd (A.B.N. 99 614 783 363). All rights reserved.

