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Imminent Gulf of Mexico production

Overview SHARE PRICE PERFORNEANC

Otto Energy LimitedOtto) is an ASMsted oil and gas company wit
imminentoil and gagproduction from the U&ulfof Mexicq nearterm US 4
Gulf Coasexploration and high potential upside from Ala§kdorth Slope o.s
We expectl.8 thousand barrels of oil equivalent per day (kboeptt to 004
Otto, buildingfrom March, generating revenue ef$US85min FY19 Drilling ggz
of the Bivouac Peak pspectin late 2018offers near term upsideh G G,
business modelof participation in largely low risk, neterm exploration o.00
with short lead times to productiaiprovides a basis for sustainalgewth.

We value Otto at $A.V/share. As this is a commissioneesearctreport we

do not provide a price target anvestmentrecommendation
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3-May-17
2-Aug-17
1-Nov-17
31-Jan-18

Closing price as of"9~eb 2018

Key points CAPITALIZATION $A
Nearterm oil and gas productionOtto and its joint venture partner Byro Iégj:/sglferan e $0.0 ;88561
Energy (ASX: BYE) expect first production from the SM 71 projdetrdain ‘eexrang : ;

. . Capitalization $87m
With three successful wellsompletedwe expect production of 8 kboepd Cash: 3% Dec $19m
(Net Revenuelnterestto Otto)in FY19 and-19 kboepd inFY20 Debt: 35 Dec $10m
Reserves upgrade likelyThe secondand third SM 71 wel intersected EV $78m
thicker andbetter-quality sands thanexpected which should result ina Sha‘_res . 1529m
materialreserves upgradm 3Q018 followingthree months of production. = Optionsrights 20m

Our basecaseassumes &.4 MMboe (NRI basisservesscenarig based on  Conv Notes  @0.75x199m

2P plus our assessment of existing discoveaeextra 1 mmbogrossadds ~Balance date June
$10mnet to Otto, equivalent to$0.005sh. RESERVES AND PRODDKCTI
1P(30 Jun 17) 0.6 MMboe
Nearterm Gulf Coast exploration: Otto and Byron plan to drill Bivouac Pe = 2pg 2.3 MMboe
East a32.3 MMboe grossgas/condensatgrospect in2H2018 (Otto 10.8 = 3P4 2.9 MMboe
MMboe NRI) We estimate a risked value 823m $0.013)sh, with a 2Ca -
success casworth #$002/sh, and an unrisked upsideorth +$005/sh  FYl17a nil
(with Bivouac Peak DeepA successful result should enable productior FY18e 0.1 MMboe
2H20109. FY19e 0.7 MMboe
, . , . SHAREHOLDEK®)
Mid-term large scale conventional potentiaDtto has a 8-10.8%sharein Board/mgt 24
a large exploration area in the Central North Slope of Alaska. Two wel ..o« 20.0
planned to be drilled in early 2019 during thiagkan winter, targeting440 g o 15.8
MMbbl P500il (~47MMbbl P50NRIto Otto). We assess a risked value |nstitutional 27
$0.027/sh, with a risked success caserth a further$0.025sh. Retail 59.1
Measuredand scalabléusiness strategySM 71 provides freeash flow to Total 100.0

*European &mily offices

dzy’ R S N1LJA dfive hoibuil@ retiproduction tdeyond5 kboepd through
participation in additional US gulf coast projects. These offer the pote LELERSH'P

for relatively lowd2 8 G SELJX 2N} GA2y | yR FI g Chaman John Jetter
management team has the discipline to stleppropriatedrilling prospecs MD/CEO Matthew Allen

and manageexplorationdisappointments. . L
geexp PP Disclosure: This is a

Keyrisks centre on exploration outcomeand project additions Ottoisa commissioned research repor
junior oil and gas companynd is reliant upon ongoing prospec and K1 Capital will receive a
identification and exploration success fgrowth. Investors should maain fee for preparing this report.
mindful of potential share price volatilitgommon to this sector Author: John Young

jayoung@K1l1capital.net.au
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Tablel Fnancial summarfduneyearend, net revenue interestasis US dollar currenyy

Units FY16A FY17A FY18E FY19E FY20E Units FY16A FY17A FY18E FY19E FY20E
CPI, forex & prices P&L
US inflation rate % pa 2.20 2.20 2.10 215 2.15 Sales revenue 27 0 7 37 44
Australian inflation ra % pa 2.03 2.35 2.05 2.35 2.50 Other revenue 0 0 - - -
Inflation Factor - US - 0.963 0.984 1.005 1.027 1.049 Production costs - - -0 -1 -1
SUS/$A forex (base) SUS/SA 0.73 0.75 0.76 0.75 0.75 Royalties & prod purchases - - - - -0
Brent SUS/bbl 43 49 61 69 73 Admin -6 -4 -4 -4 -5
Nat Gas (Henry Hub) $US/mmBtu 23 3.0 3.0 3.0 32 Other - - - - -
Nat Gas (NE Australi $A/GJ 52 54 58 6.4 6.8 EBITDA 211 -4 2 32 38
Deprec & Amort -41 -1 -1 -7 -7
Received prices EBIT -20 -5 1 25 3
Qil $US/bbl - - 50.4 62.7 67.6 Net Interest Expense - -0 -1 -1 -0
Condensate SUS/bbl - - - - 70.2 EBT -20 -5 0 24 30
Gas $US/mmBtu - - 28 2.6 2.8 Tax expense -0 -0 1 -4 -6
LPG $US/bbl - - - - - Minorities / prefered dividend - - - - -
LNG $USIt - - - - - Normalized NPAT -20 -5 1 20 24
Electricity SUS/MWh - - - - - Abnormals - - - - -
CO2e 3US/Ht - - - - - Reported NPAT -20 -5 20 24
Total $US/boe - - 46.4 57.3 61.7 Effective tax rat % 0.0 0.0 0.0 0.0 0.0
Net production by project Cash flow statement
SM 71 (2P+B65) mmboe - - 0.1 0.7 0.7 EBITDA 21 -4 2 32 38
Bivouac Peak mmboe - - - - 0.0 Change in work cap - - - - -
ANS oil mmboe - - - - - Deferred tax - - - - -
- mmboe - - - - - Other operating items (tax, e -40 -1 -2 -3 -0
- mmboe - - - - - Operating cash flow -19 -5 0 29 38
- mmboe - - - - - PPE capex -0 -0 - - -
- mmboe - - - - - Exploration capex - - -4 -12 -6
- mmboe - - - - - Development capex -2 -3 -18 -2 -5
- mmboe - - - - - Other investing items 0 -0 -1 - -
- mmboe - - - - - Investing cash flow -2 -3 -23 -14 -11
Total mmboe - - 0.1 0.7 0.7 Inc/(Dec) in Equity - - 9 - -
Net production by product Inc/(Dec) in Borrowings - - 8 - -
Qil mmbbl - - 01 0.6 0.6 Dividends paid - - - - -
Condensate mmbbl - - - - 0.0 Other financing items - -0 -1 - -
Gas PJ - - 0.1 0.5 0.5 Financing Cash Flow - -0 16 - -
LPG mmbbl - - - - - Net Inc/(Dec) in Cash -21 -8 -7 15 26
LNG Mt - - - - - Free cash flow -21 -8 -23 15 26
Electricity TWh - - - - - Balance sheet
CO2e Mt - - 0.0 0.0 0.0 Cash & cash equivalents 20 12 6 21 47
Total mmboe - - 0.1 0.7 0.7 Other current assets 1 1 3 6 7
Total production kboed 0.00 0.00 0.38 1.79 1.93 PPE, Exp & Dev 3 6 29 36 40
Production growth % 0.0 0.0 369.4 8.1 Intangible assets - - - - -
Revenue Other non-current assets - 0 3 0 0
Oil M3US - - 6 36 42 Total Assets 24 19 41 63 94
Condensate M3US - - - - 0 Short term debt - 8 - -
Gas M3$US - - 0 1 1 Other current liabilities 2 2 2 2
LPG M3US - - - - Long term debt - - - - -
LNG M$US - - - - - Other non-current liabilitie: 0 0 4 8 10
Electricity M3US - - - - - Total Liabilities 1 2 15 10 12
CO2e M3US - - - - - Minorities - - - - -
Total modelled M3$US - - 6 37 44 Total shareholders equity ( 22 17 26 53 82
Total reported M$US 27 0 - - Total Funds Employed 22 17 26 53 82
Revenue growth % -99.6 0.0 0.0 0.0 Net debt -20 -12 3 -21 -47
Operational metrics Business metrics
Revenue $US/boe - - 46.6 55.9 58.8 EBITDA margin % 79.0 -4,272.0 347 86.4 86.5
Production & transpo $US/boe - - -2.9 -1.9 -1.9 EBIT margin = % -741 -5177.0 14.0 67.6 70.3
Royalties & prod puri $US/boe - - - - -0.0 Normalized NPA % -74.1 -5286.0 10.5 52.9 55.8
Admin $US/boe - - 274 5.7 -6.1 Revenue growtt % - -996 6,400.0 4754 16.6
EBITDA margin $US/boe - - 16.2 48.3 50.9 EBITDA growth % - -120.0 -152.8 1,331.3 16.7
D&A $US/boe - - -9.7 -10.5 -9.6 EBIT growth % - -742  -117.5 2,683.1 212
Tax and financing $US/boe - - -1.6 -8.2 -8.5 Normalized RO/ % -85.0 -27.1 1.7 314 25.8
Normalized NPAT ~ $US/boe - - 4.9 29.5 32.8 Normalized ROt % -89.3 -30.5 26 371 207
Resource/production years - - 7.2 1.5 1.3 Fully diluted shares (million) 1,182 1,186 1,749 1,749 1,749
Product mix % liquids - - 89 89 89 Witd diluted shares (million) 1,168 1,182 1,608 1,749 1,749
Change vs. prior report Leverage
USD/AUD (average) 3US/$A - - - - - Net Debt / Book % -90 -70 10 -39 -57
Brent USD $US/bbl - - - - - Net Debt / (ND+% -937 -239 9 -63 -133
Brent AUD SA/bbI - - - - - Net Debt / Total % -86 -63 6 -33 -50
Production mmboe - - - - - EBIT Interest ccx - -107.9 1.1 218 70.7
Revenue $m - - - - - Debt / Free Casx - - 0.4 - -
Cash opex (-ve = inc $m - - - - - Valuation metrics
EBITDA Sm - - - - - Norm. EPS ¢/sh -2.4 -0.6 0.1 1.5 1.9
Normalized NPAT ~ $m - - - - - EPS growth % -75 -109 2,618 23
Cash (YE) Sm - - - - - PER X -2.4 -9.6 102.8 3.8 3.1
Debt (YE, +ve = inc. $m - - - - - Op Cash flow c¢/sh -2.2 -0.5 0.0 22 2.9
Capex (+ve =inc.) $m - - - - - Price/Op Cash x -2.6 -10.8 214.9 26 2.0

EV/IEBITDA  x

Source: company data and K1 Capital forecasts

$US currency unless otherwise

noted. Nominal $ basis. Year ending June.
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Disclosure:

This report was commissioned®ito EnergyLimited(Otto). K1 Capital Pty Ltd (K1 Capital) will receive
a fee for preparing this report. The purpose of the report is to provide an assessmenvaifithef
Otto@ assets and busines$he user of thiseport isOtto Energy Limiteénd persons designated by
them. K1 Capital has prepared this report basedmerviewswith OttoQ @anagement, inspection of
company reports and research using publicly available information. K1 Capital has not undertaken a
site visit toOttoQ & LINPo2nS ieét avdm /| kdbwielde, @, accurate and true disclosure of
all material information wagrovided byOtto. Given the potential for a perceived conflict of interest
AG Aa Ywm /I LAGIf @& harepricel target oy Bnestmér redoryiniehdddars for
commissioned researclK1 Capitamay seek todo business with companies covered in its reports
Consequentlinvestors should be aware that the firm miagve a conflict of interest that could affect
the objectivity ofits research. Please se¢he final page of this report for furthemformation on
disclosures and disclaimers.
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1. Valuationsummary
2 S KI @S Sa dqity inlSefor fauricasesasFollows
Case Description $A/share
Base 2Preserves plusSM71 B65 sandxisting discoverie®0% risk factortisk-adjusted 0.110
exploration value for Bivouac Peak and Alaska, $US70 real Brent oibpgcerm
Bear 2Preservedrom SM71, zero value for exploration value, $US50 real Brentoilp 0.005
Bull 3P reserves plus SM71 B65 sar® production from Bivouac Peak, rsffjusted 0.155
exploration value for Alaska, $US80 real Brent oil price
Blue Sky 3P reservesplus SM1 B65 sandrom SM71, 2P production from Bivouac Pei  0.250

success case exploration value for Alaska, $US 100 real Brent oil price

All cases assume GBUS/$A forexong term andL0% nominal discount rate

Our base case valuation is shown in further detail below.

@luation methodologyyaluation

assumptionsand further sensitivity analysis are includ&der in this report

Figurel Base case valuation summénmgt revenue interestolumes)

NPV @ 10.0% WACC+country factor Net NPV Risk Risked Risked Unrisked Risked
volume  value factor value value value value
Valuation as of 31 Dec 2017 mmboe  $US/boe % M$A $A/sh $A/sh $A/sh
Projects (DCF model valuation) 4.4 162 0.093 0.10
SM 71 (2P+B65) 44 3075 90 162 0.093 010 100 s
Exploration / Appraisal 54.1 79 0.045 0.21 |
Bivouac Peak East (gas/cond) 1.2 5.85 30 23 0.013 0.05
Bivouac Peak Deep (gas/cond) 4.7 5.95 30 8 0.005 0.02
Great Bear A (ANS oil) 13.7 5.10 20 16 0.009 0.05
Great Bear B (ANS oil) 246 5.10 20 31 0.018 0.09
Other (corporate, cash, debt, etc) -46 -0.026 -0.03
Corporate costs 55 -0.031 -0.03 [ ]
Hedging & Investments - - -
Franking credits (@ 0 %) - - -
Cash 19 0.011 0.01 i
Additional Equity 0 0.000 0.00
Debt -1 -0.006 -0.01 E
Minorities / Other -0 -0.000 -0.00 i
Previous
Equity Valuation Risked DCF; Dec 2017 195[ 0.410 029 o000 N
Equity Valuation @ spot prices @ $US63/bbl real Brent & 0.78 f 166 0.095 0.00 I
Mkt Cap @ current share price  (and undiluted share count) 87  0.057 s
Total shareholder return (%) n/a
Number of shares (undiluted) 000,000 1,529.3
Number of shares (diluted) 000,000 1,748.5
Qil price and forex sensitivity: $A/sh Real Brent oil price, $US/bbl Valuation analysis:
SUS/PA forex 20 40 60 80 100 120
fx=1.00 0.02 0.05 0.07 0.10 0.13 0.15 Prodn
%=0.90 003 005 008 0.1 014 016  Devert S
fx=0.80 0.03 0.06 0.09 0.12 0.15 0.18 Apprl
fx=0.70 0.03 0.07 0.10 0.14 0.17 0.21 Expl'n
fx=0.60 0.04 0.08 0.11 0.15 0.19 0.23 Other -
fx=0.50 0.04 0.09 0.13 0.18 0.23 0.27
Predicted change in value per $US1/bbl increase in oil price $A/sh 0.002
Predicted change in value per 1 cent increase in forex $A/sh  -0.001
©Copyright 208, K1 Capital Pty Ltd\BN 25614 078 714 14 February 2018 4
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1.1.1 Investment case

SM 71 reserves are likely to double August Otto reported 20 MMbbl oil (2Pnet revenue interest
basis) as of 30June 2017 and noted best case prospective resource of 2.4 MMbbl oil (NRI basis).
Almost all (97%) of therpspectiveoil resource was in the B65 sand. Since then Otto has drilled two
further wells (SM 71 F2 and SM 71 ®W8jch confirmed the presence and quality of the B65 sand and
found thicker and better qualit{p5 sangdas well as extendintpe reservoir davn-dip [1], [2]. There

is likely to be further upside to reserves in the @bhd B55sands encountered in the SM 71 F3 well.

Most of the existingvalue comes fromalreadydeveloped reservesThebulk of our current valuation

is derived from existing discoveries for whicbhstof the development capital has been spent. While
additional wells will be required to fully develop the SM 71 field, the capex required is modest in
comparison to the operag margins.

Bivouac Peak offers potential farear term production growth and revenue diversificatiolivouac

Peak is still an exploration target, and the presence of commercial discovery or otherwise will not be
known until the end of this year. Hower, if successful, productioashouldbe delivered as soon as

2H 2019, increasingroduction to2.4kboepdin FY20 and 3.0 kboepd in F\&2iti revenue to$US50

60m per year

New portfolio additions are likely in the near termrOtto, through its relationshipith Byron and with

other Gulf Coast parties, is actively screening additional projects. Free cash flow from SM 71 provides
a strong foundation to add similar projects without the need for further equity (although large projects
may require external furidg).

1.1.2 Share price catalysts
Otto offers the following opportunities for share price-nr&ing in the coming year.

Mar 2018  First production from SM 71

Aug2018 Expected reservesnd prospective resouragpgrade for SM 71
Sep 208 Spudling of Bivoua®eak East

Nov2018 Bivouac Peak East total depth, drilling result known

various New project additions

1Q 2019 Alaska North Slope exploration drilling (2 wells)

1.1.3 Project modelling

We currently include production and cash flows fronly SM 71in ourbase case. However, we have
modelled a 2P development case for Bivouac Peak East and an Alaskan North Slope oil project to
estimate appropriate resource metrics for valuing se@rospects.

All projects are modelled to end of economic lii&/e have noincludedpossible future joint venture
or third-party processing via the SM 71 facility (such as from future discovarEmits nearby).
Project assumptionand parameterare listed in Secti@i3, 4 and 7

Otto has not yet determined whether it Wileport reserves, production and revenue on a net revenue
interest (NRI) or working interest basis (WI) basis. The NRI basis reports results after the impact of
royalties has been deducted, whereas the WI basis shows the impact of royalties sepaidtely.
reporting basis does not change the value of the company or its securities. Reserves, production and
revenue estimates in this report are reported on a net revenue interest basis, commonly used by US
companies.. @ NBYy 9y SNHE 3> h { t1dmjact, teponsliefedvis oh a/NRlbEsS. { a

©Copyright 208, K1 Capital Pty Ltd\BN 25614 078 714 14 February 2018 5
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2. Companystrategy

hidG2Qa &ad N dilém gasippratiordahd pRduttiobusineshas twoprimary parts.

Part 1: low risk exploration/near term production South Marsh Island and Bivoudeakare
examples othis categoryof projectsoffering relatively low risk exploration in mature pilovinces

These projects hawrilling within one to two years of entry arile potential for first production and

cash flow within 12 to 18 months of dis@y. Ths categoryof projectsis ¢ A (i K A yexistitigli 2 Q &
capability to financedevelop and hold into production.

Part 2: higher risk/higher reward exploratianThe second parof the strategy involvesigher risk,

higher upside potential frorfarge oilexploration targets on the periphery of existing discoveries, with

G§KS SELISOGIGAZ2Y 2F ySIN G§SNY RNAffAYy3ID hidz2Qa
example of this approach. Here drilling is expensive, with Otto managing participaaeasonable

level through low working interest63.0-10.8%) and capped initial obligations. However, capital
commitments for followup exploration could be material. In addition, participation in the
development of any discoveries is likely to b&le y R fuiidihgt&pity, due to the scale of the

facilities required and thetimeline for development and exploitation is likely to be beyond the
patence2 ¥ hdG(2Qa Ayo@dSad2N) ol a$s dillcomgthroughtliviesimenittéa S E LIS O
larger compayp followingsome stage oflerisking

Phase 1 goab kbaepd productionY hiG2Qa tKFasS m 32 f tdpiovide2 RSt A
operating cash flowto drive business expansiorilo do this w expect Otto will add furthelow risk

exploration projects to its portfolio Initially we expect Otto will continueriith non-operating roles

However, once stable operating cash flow is establishe@xpect thecompanywill seekto establish

operating capability to increase the range of gpect opportunities it could considerWe have

included higher G&A operating expenses in our valuation to accommodate this increase in capability.

Gulf of Mexico focusWe expect that theGulf of Mexicowill remain a key area of focus, due to the
availabiity of infrastructure andechnical understanding of the petroleum systepombined with
advances in seismic processing enabling identification of previoushjooked opportunitiesh (i ( 2 Q &
managemennotes that there is good accessparticipatke in qudity projects.

Figure2: Otto's planned production growth

20,000 WI BOE per day to Otto

Phase 1

A
Phase 2 I Phase 3

15,000

Proj1ct No. 5 (New ventures focus]

Project No. 4 I VR 232/ SM 74?

10,000

—— e —— e — D]

Project No. 3 I (New ventures focus)

5,000

Time >

SourceOtto Energy Limited
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3. Projecs summay

3.1 SM71

Three successful wells so faptto earned a 50% working interest (40.625% net revenue interest) in
the South Marsh Island 71 licen(&M 71Yhrough the drilling of the SM 7BL well in ApriMay 2016.

A second well, SM 782 was drilled in late 2017 and a third well, SMF3.reacted total depthin
January2018. All wells intersected hydrocarbstand have been completed for production.

First production expected in March 2018he field is being developed using a manned tripod platform,
with capacity for six well slots, 5 ¢bd oil, 20 MMscfd gas and kbwpdwater. Reservoir drive is a
combination of water drive and gas expansioirst production is expected in Mar@918 at 4-5
kbopd from three wellswith oil and gas connected into nearby trunk lingge estimate the platform
cost $US16m gross, including installation and pipeline connection. Each we$0&86m (dry hole
basis), plus $2:2.5m for completion and tién, given finding and development costs of ~$t6&ioe.

Reservesipgrade expectedn 3Q 2018 We expect an pdated reserve assessme(as of 3¢ June
2018)in August 2018incorporating the drilling results and three months of productidfost of the
current reserves®.0MMbbl oil, 3.6 bcf gas 2Pgrosg are in the D5 sand, which hds¢epenetrations
with two of these (SM 71 F1 and F3) completed for producti8iM 71 F2 is completed in the B65
sand which had a similar prdrill prospective resource estimate to the D5 reserf@s

Future developmentwill involve additional wdls, but not before 2019We expect further wells to
be drilled to fully develop the field, witvell countdepending upon the field size

Low field operating costs in the early yeard/e assume oil is solgsinga Light Louisiana Sweet (LLS)
marker andgaswith Henry Hub, witkpipeline tariff costs of$US7/bbl oil and $USG3.40MMBtu
gas Field operating costs are largely fixawl we expect will averagebUS25-3.0m/year grosg3].

Held life of ~10years:We modela 9.5 MMboe grossbase case, comprising 28serves plugxisting
discoveries in th&65sand Our sensitivity cases include evaluation of development gf2ZHand
3P+B65reserves, as shown in Figure 2 below. Project metrics are summari@edtiony.

Option to participate in near field projectsOtto has the right tdarm-in to 50% ofa nearby licence
on the same promoted terms (1.33x WI costs, including the dry hole costs of an initial test well).

Figure3 SM 71 oil & gagroduction(Otto net revenue interediasig

25 - SM 71 (3P+) = 3P
reserves + B65 sand
2.0 -
15 | SM 71 (2P+) = 2P
a reserves + B65 sand
s )
= 1.0
SM 71 (2P) = 2P
0.5 A reserves as of 30June
0.0 - 2017
[~ [+ ] (=] (-] — ™ ™ [ea] =i Ly o [~ (£ (=21 (-] — [}
TET TG NN N gy oma SM 71 (1P) = 1P
5 g g = 3 & @8 2 S & : = 5 g g = K reserves as of 30June

2017
®SM 71(3P+) M SM 71(2P+] ESM 71(2P) MSM 71(1P)

Source: K1 Capital analysis
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Table2 SM 71 project assumptions
Item Comment Ref.

Project type Oil & gas production, fixed platform, shallow water offshore salt dome

Permit / Location | South Marsh Islanticence71 (SM 71) offshore Louisiana, US Gulf of Mexi8000
acres (12.16 kA

Lease expiry Helddzy RSNJ { ht 06 & a dza LISSyeaneasg expired JUIRME B, dzecth
soon to be HBP (held by production)
Status Threediscoverydevelopmentwells, field in development, first oil expected end 1Q
2018
History OEL farmedn, earning 50% WI through drilling of the first well (3MF1) Apr/May
2016. Second well (SKL F2) TDan2018, third well (SM71 F3)Jan 2018
Ownership 50% noroperated working interest, 40.625% revenue interest [4]
Partner(s) Byron Energy (ASX: BYE), 50% operated working interest (40.625% NRI) [4]
Fiscal regime 21% US corporate income tax (not rifenced), 18.75% gross roya(gignature [5], p

bonus $US250k, re $7-28/acre/yrimmaterial). Offshore leases managed Byreau | 236
of Ocean Energy Management (BOEM)
Reserves/Resource 1P/2P/3P oil: 1.43/4.99/6.30 MMbbl grodtto = 40.625% NRBC" Jun 2017 [6]
1P/2P/3P gas: 0.99/3.60/4.51 bcf gross
Best prospective: 5.91 MMbbl + 52.91 bcf gross
Reserves upgrade expectédig2018 after 3 months of production history
Assume 80% gfrospective oil resource in B65 saf@0% of 5.7 NMboe gross)
movesto 2P reserveslP reserves increase to 5.0 MMboe based on 3 existing wel
Geology Salt dome.Water depth 131 ft (40 m).
SM71 F17,477 ft MD, 4 sand®6,D5, B, 1), completed in D5
SM71 F2 8,615 ft MD} sandg(D5, B65, B551)] completed in B65
SM71 F3 7,714 ft MD, 5 san¢i®5, B65, B55, J, C16pmpleted in D5

Drilling Wells ~ 7,600 ft/2,300 m MD, 30 daysdrill and complete. [7] p2

Well performance | IP = 1.82.0 kbopd/well decline=33%/yr p€i8], p19, 2 well scenario [4]
EUR = 1.66 MMbbl oil, assuming 3 wells for 2P development (81,
GOR = 721 scf/bbl, based on 2P reserves pp19-20

Reservir drive Water drive

Development Manned tripod platform, connected to oil and gas trunk lines. [4]p1l

concept Capacity: 4 kbopd, 20 mmscfd, 5 kbwpd. Provision for up to 6 wells. [71p2
Expect require 3 wells to develop 2P reserves, 5 wells for 3P.

Existing / NR Ya2tfunklistea2RR fYAYSGAOF oné 3I+F A& GNHzy1 [“lpll

Infrastructure

Capex $US16m platform, pipelineonnection [9] p3
~$US7m/well drilled, completed and tidd

Production IP 45 kbopd from late March 2018 (3 welldj1 and F3 wells (D5 sand), F2 well (B¢ [7] p2
4.7 kbbl per streanday platform capacity * 95%ftilization

Project life ~8-10years expected, 2018 to 2028

Quality / Market Oil: 38.5API,0.40% Jassume same as LLS) [10]

Gas:1.03mmBtu/kscf(assume US average)
Sales / Revenue Oil: LLSess~$US.00/bbl transport
Gas: HH lessU®).40/mmBtu transport.

Opex Fixed: $USB-3.0m/yr platform operation and crude marketingrorated from 2010 | [3], p18
MMS study, $US0-6.8m/well, 2010).

Next steps Commenceroduction, late Mar 2018 Reserves updateAug 2018.FID for
undevelopedreserves 1H 2019 earliest.

Generic risks Budget/schedule overruns, field performance, US Guivticanes/wind storms

Specific isks -

Other Reserves upgrade expect8®2018(likely significant)

Source: K1 Capital analysis of company and public domain information
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3.2 Bivouac Peak

Otto is earning a 45% working interedBivouac Peak 82,500 acre lease in southern Louisiatate
waterswith 46 MMboe gross gas and condensgbeospective resources in two exploration targets
Otto has the option to earn a 45% working interest (33.525% net revenue interest) in the lease by
funding 60% of the cost of the first exploration well, up to a cap of $US6m, net to Otte.first
explomtion well is expected to spud in thé& uarter, prior to the lease expiry in October 2018.

Exploration well planned for 2H 2018Theexplorationwell will testMiddle and Lower Miocene (16
11m years ago) age sand3hese sandsave been productive inearby locations.The~18,000ft
(~5500 m)well is expected to cost $USEL0m gross (dry hole basis) and take ~70 days.

On trend with nearby discoverieDespite its large size the target has not been identified before due
to its location at the intersetion of multiple seismic survey£omparison of Bivouac Peak to nearby
discoveriesndicates the expected condensate to gas ratio is within the range obsemechvaries
depending upon th@roducing horizonand the field size is within the range tietse discoveriesWe

are not aware of a published estimate of probability of success.

Potential for production by late 2019Given nearby infrastructure a discovery at Bivouac Peak could
be brought into productiorin six to twelvemonths. We expecthe developmentconceptwould be
AAYATI NI G2 tSGasdQa o!{-Y t{!0 aéaidrld . l.82dz LINREC

Table3 Comparison of Bivouac Peak prospect to nearby discoveries

Field/prospect Condensate Total Cond./gas
MMbbl MMboe bbl/ MM scf
Little Bay" 45 5 12.5 111
Atchafalaya Ba¥ 100 0.6 17.3 6
Dutch Mary Ros@ 430 7.5 79.2 17
Dutch Mary Rose EUR 141.7
Bivouac Peakast 125 11.3 32.3 90 [11],
pl8
Bivouac Peak Deep 52 4.7 13.3 90 [11],
pl8

SourceK1 Capital compilation from company data

Valuation We value Bivouac Peakaston a risked exploration basis, with the resource multiple
determined from a DCF model afiikely developmentassuming production frorand 2019

Table4 Bivouac Peakastexploration value

Item Units Value Comment Ref.
Otto working interest | % 45.0 33.525% NRI
Exploration well M$US 8.510.0 Gross.Otto paying60%
P50 gas (gross) bcf 125 BivouacPeak Easunrisked [11], p18
P50 cond(gross) MMbbl 11.3 BivwouacPeak Eastnrisked [11], p18
P50 resource (gross) | MMboe 32.1 6 kscf/boe, 1 bbl con¢boe
Resource value (gross, $US3boe 7.20 K1 Capital DCF model
Unrisked value (net) | M$US 75
Probability of success | % 30 K1 Capital estimate
Risked value (net) M$US 17 $A23m @ 0.7%

SourceK1 Capital analysis. Net risked resource value = @ssarce vol * gross resource ual* POS* NR¢ after tax
value of risk capital (exploration well) * WI

©Copyright 208, K1 Capital Pty Ltd\BN 25614 078 714 14 February 2018 9
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Table5 Bivouac Peak project assumptions
Item Comment Ref.

Project type Onshore US Gulf Coast oil & gas exploration

Permit / Location | Bivouac Pealgnshore/marshlangrivate lease southern Louisian&ulf CoastUSA.
2,500contiguousacres gross

Lease expiry October 2018N.b. will require lease extension if well spud is delayed.
Status First well expected 2H 281 [12]p19
History OEL farmedn, earningd5% WI (33.52%NRI) through funding 60% of the first well | [4] p13
up to max of $US6m OEL sharel paying $US0.3m back costs
Ownership Earning 45% noenperated working interes(33.525% NRijia staged farmin (4]
Partner(s) Byron Energy (ASX: BY3506 operated working interesMetgasco (ASX: MELO% | [4]
WI; private Louisiana exploration entitf@% W)
Fiscal regime 21% US corporate income tax (not rifenced), 25.50% gross royalty, Louisiana [13]

severance tax 12.5% oil/condensate (less for stripper wellg, etarently
$US0.111/kscf gas.

Reserves/Resource 1P/2P/3P oil: nil [11], p18
1P/2P/3P gas: nil 6]
Best prospectiveBiv. Peak Eastt1.3 MMbbl condensatet 125 bcfgas ¢ros9 [14]

Best prospectiveBiv. Peak Deep4.7 MMbbl condensate + 52 bcf gas (gross)
Best prospective: total: 16.0 MMbbbndensate + 178 bcf gas (gross)

Geology Cib Op to Lower Cris 1 sane48,000 ft deepg Biv. Peak East [11], p18
Gyro sands, ~20,000 ft deeBiv. Pealbeep

Drilling Wells 48,000ft/ ~5500 m MD,67 days to driltto TD [7] p2

Well performance | IP =18 mmscfd gas, 1.8 kbcpaéll [11], p19

EUR =19bcfgas K1 Capital estimate assuming IP and ~86&tine
CRI' hn o0o6fkaaalOFfFr olFlaSR 2y aoSadé LN

Reservoir drive Expansion drive
Development Barge mounted surface production facility. -dfdnth development post initial [11]
concept exploration well.
Existing Nearby oil and gas tnk lines. [4], p11
Infrastructure
Capex $UD.5m/exploration well gross DHGUS3m completion [15], p7
$USI-5m barge pipeline connection [11], p17
$US 2m/developmentwell drilled, completedand tiedin
Production Capacityassume 75% of reserves produced at plateau over 15 years
=>18 mmscfd gas + 1.8 kbcpd [11], p19
Project life ~20years K1 Capital estimate

Quality / Market NGLincluded in gas phase
Gas:1.03 MBtu/kscf(US average)

Sales / Revenue Cond:LLSess~$US/bbl transportation [16], p25
Gas: HH lesspU9).0.30'mmBtu transportation

Opex Fixed: $US.5-2.0m/yr
Variable:-

Next steps Secure rig, spud well

Generic risks Exploration outcome, US Golirricanes/wind storms

Specific isks Deep, high pressure welKey uncertainty: thickness of net pay [17]

Other Bivouac Peak Deep unlikely to be drilled if Bivouac Peak East is a dry hole

Source: K1 Capital analysis of company and public domain information
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3.3 Alaska

Large Central North Slope acreage positi@tto acquiredan 8.0 and 10.8% working intereg?.0-
9.45% NRIn two onshore Alaskan North Slope exploration areas covering,08F grossacresin
2015(56,000 acresnetto Ottd  h (i (i 2 Graat Belr Rdfrgfe8mMi@perating | a@rivate Alaskan
companyacquired the acreage in 2010 with a viemdeveloping its unconventional potentjakhich
is believed to be the source the giant conventioNalth Slopeoil fields.

Since 2011Great Bear haspent over $US50m on the acquisition of ~3,000 khof 3D seismic
(covering ~75% of the total leaseeal), the drilling of two unconventional core wells in 2012 and the
drilling of one conventional exploration well, Alkdidin 201518]. Alkaid1 discovered oil, but the
reservoir was tight.h 4 G2 Q& I ONB I 3 Sacré&skafdindzRIGid (alfioughXOttoihas @
option to buy into this acreage for $US25m prior to the testing or spud of an apprais@l 9Jgll

Unconventional potentialis yet to be confirmedin testimony to state lawmakers #011Great Bear
envisaged a mukHbillion dollar development of unconventional resources, delivering production of
200 kbopd by 2020 and rising to over 600 kbopd by 20%®&wever,no project has been sanctioned
andthe region remains sparsely exploréat unconventional resourcgg0].

Nearbyexploration successeOtto notes therehave been recent conventional exploration successes

in AlaskarNorth Slopeacreage, including Repsol/Armstrong Horseshd#larch 2017, 1.2 lion bbl
recoverable), ConocoPhillips/Anadarko (300 mmbbl) and Caelus Energy (Smith Bay, October 2016, 2.4
billion bbl. ASXsted 88 Energy has drilled and is testing the Icewine #2 unconventionizbntal

well, with flow-testing expected to recommerdn 2Q 2018

Current strategyis now focused on conventional targetD NB I 4 . S+ NDa L) I ya | NEX
towards six conventional targetsn two We||S[4\]\ and the prospectportfolio includesfour or more
conventionawell locaions. h G (i 2 Q& t&thel it debliSicapped asU.6m/well.

Fiscal changebave delayed activityHouse Bill 111 was passed by the Alaska Legislature on 15 July
2017, terminating the previous arrangemendf cash rebatefunded bythe state governmentand
instead implementing future deductibilitagainst production royalties.Great Bearis currently
resolving outstanding rebate claims with tgevernment and sourcintunding ahead of aplanned
drilling campaign 2019

Oil targets are likef to be small to medium, rather than gianfAlthough the North Slope is home to
giant (>500 MMbbl recoverable) and suggant (>5 Billion bbl recoverablé oil fields[21] the
probability of findingnew large fieldsn the cental region of the North Slopis low, based on work
undertaken by the US Geological Sury@il]. The distribution of the expected number of
undiscovered fields is shown below, wittostfields expected to be below 100 MMbidcoverable.

Gas resources have minimal valué/hilst large undiscovered gas resources are assessed to exist in
the CNS area we assign zero value. To date, despite the existemedtiettf of discovered gas no
pipeline has been built to transport gas ttee North American market, nor is one expected shortly.
Should one be built it is likely that the existing discovered gas resources would be developed first,
relegating any future discoveries to delayed development and minimal net present Wkiassme
associated gas in new oil discovend be stripped of liquids and rimjected into the oil accumulation

for pressure maintenanc22] p15, as is currently done in existing fields

Localconditionslead to high costsTheremoteness of the targets, the Arctic climate and temeral
absence of infrastructure result in high initial exploration and development coatgdcat drilling
typically occurs in the winter when temporary ice roads, pads and airstrips can be cosdttac
support drilling activities[22] p18. Wildcat drilling costs are typically-2 times the costs of
development wells.Seasonal instability of the permafrost requires construction of permanent gravel
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pads to support prodction drilling rigs, wells, and facilitieBultiple production wells are drilled
directionally from the pads to target depths and lateral locations up to several miles from the pad.

Figure4 Probability distribution of Alaska North Slope undiscovered oil accumulations
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Source{22], p10. CNS = Central North Slope area

Prospect inventoryhas high POS targets h (i i Seflémber 2016 presentation liss4 driling
locations to test 8 higlyraded prospects. These targets have the highest probability of discovery,
whilst optimizing logistical issues and testing multiple prospects with each well. The acreage is partly
de-risked due to a 10,500 ft well drilled/lArco in 1988, Pipeline State which encounteredeveral
oil-bearing, but tight, intervals. The first two wells are targesngindependent play types, withean
unrisked grosprospective resources of 650 MMb{16 MMbblmeanriskedgrossprospectie), and
probabilities of success ranging from-40%. The Best (i.e250 case unrisked is 437 MMbbl.

Gross Prospective Resource Net Prospective Resource
Prospect Low Best High Mean Mean Net WI POS*
p (MMbbls) (MMbbls) (MMbbls) (MMbbls) (MMbbls)
Blackbird 6 20 62 28 ] 24
Helio 17 19 144 66 7 3 WELLA
Hellcat 13 47 172 { I
Skywagon 13 i 126 6 24
" - . 5 ‘ WELL B
venger 20 65 22 )6 1( 23
Corsair 56 216 I

Source{18], p10

28 SELSOG hiid2qa adtedéxgioBafiod suscksE\We bélide thexaphakréhGiradi

for development of discovered oil and timeframe involved will not sit comfortably within the portfolio

2F | O2YLI ye GKS aiAlS 2F hiddzo LYyadSFrFR hiddz2Qa
through exploratiorand possiblyappraisal drilling and thedivesingits interest toalarger compag.

Appraisal will require meaningful capital expenditureh 4 G2 Qa4 O2y G NARodziA2y (2 UK
capped attUS2.6m/well, contributing its share of the expecte@®Bm cost okachlateral well. The

reservoirs in the acreage are tight and hydraulic stimulation is likely to be required to demonstrate
economic productivity. We expect folleup drilling will be required in 2020 and possibly 2021 before
prospects haveeen sufficiently delineated and the acreage sought by others. Assuming two to three
gStta LISNI @St N h i &feQie indd thizeiwelould Be Y04 5m Susiithe

202021 period
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Transactions provide an example of whitte de-risked ANSacreage might be worthin 2011Repsol
acquired 350,000 net acre and operatorshipfrom Armstrong Energy LL&hd GMT Exploration
Company LL@r $US78m, equivalent to~$US2,80/acre. $US750m of the consideration involved
future conventionakxploration commitment$23], rather than cash payments to Armstrong and GMT.
In October 2017, Oil Search Limited (ASX: OSH) acquired in@ndstgeratorshidfrom Armstrong
andGMT for $)S100m cash with the option to increashe positon by a further US$450nequivalent

to ~$US1540/acre and ~$US1730 respectivelne acreage contains ~500 MMbbl gross of existing
discoveries, with Oil Search reporting an acquisition price of $US3.10/bbl, reducing to $US1.30/bbl
with potential resource upsidg24]. Otto paid $342/acre in 2015 for its participationthe Great Bear
acreage The Oil Search metsprovide an indication of theecentvalue of derisked ANS discoveries
with operational control.

An2 At RS@St2LIYSyl A &Weaniodef a notiaral Y& MMbl recdvérable @@iloss)
RAAO0O2QOSNEI dzaAy3a RIEGE FNBY GKS ! { DS2t23A0Ft { dz\
[22]. We expect first production ignlikely for at least five years, with first exploration drilling not

until early 2019, and further appraisal drilling in 2020 and possibly ,2Bb&fbre a development

decisionin 2022and two year construction period

Existing mfrastructure helps lowerdevelopment costsOilproduced in northern Alaskiashipped via

the TransAlaska Pipeline System (TAPS) to the Port of Valdez in southern Alaska and then transported
by marine tankes to markets, usually on the US west coasthe pipeline is expectedotremain
operational untilapproximately 2032045, with extension requiring development of new discoveries
[25], p1-4, although this could range from 202961[26], pp3 %38, [27].

Figure5 Alaskan North Slope and Otto lease area

Alaska North'Siope

ional discoveries add to prospectivity of this prolific region

Caelus Smith Bay Conventional Discovery (Oct
2016)

«  Brookian submarine fan play

- 183ft & 223ft net oil pay Colville River Endicott

«  Estimated 1.8 to 2.4 billion barrels recoverable light oil Greater Kuparuk Greater Prudhoe Bay i

«  Potential rate estimated at 200,000 barrels of oil per day 14 Billion bbls S2Bulion BEE ' u“‘{’;-:M
ConocoPhillips Willow Conventional Discovery (Jan 2017 R

e
« Tinmiag-2 & Tinmiag-6
« Nanushuk formation (Brookian topset play)

«  72ft & 42ft of net oil pay . e
« Approximately 300 million barrels recoverable light oil o i

« Potential rate up to 100,000 barrels of oil per day 100 Million bbls ~T
Repsol/Armstrong Conventional Discovery (Mar |

2017)

Horseshoe-1 & Horseshoe-1A
«  Nanushuk formation (Brookian topset play)
« 150ft & 100ft net oil pay
« Approximately 1.2 billion barrels recoverable light oil
« Potential rate approaching 120,000 barrels of oil per day

Tarn
230 Million bbls

88 Energy Unconventional Drilling (2015-2017)
« Icewine-1(2015) & Icewine-2 (2017 Q1-Q2)

« HRZ Shale Unconventional Play

+ 180 net pay, TOCav 3.5%

- Effective Porosity 11%

« Hydrocarbon saturation 70% +

SourceOtto Energy Limited
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Table6 Alaska North Slope project assumptions

Item Comment Ref.

Project type Onshore Alaska convention@nd unconventionglexploration

Permit / Location | 148leasesonshore Alaska, ~570,000 gross acres

Lease expiry Lease extensions for 2018 expiry leases submi#®®017. Alaska primary lease [29]
terms are typically 80 years, with a onéime leaseextension under conditions [26], p4

Status First well expectedH 201D; two wells in 2019, further wells in 2020 and 2021 [12] p19

History OELmade entry Aug 201%¢ earn8-10.8%W!I throughacquiring Borealis Petroleum| [4] p13

for $US1.2m, paying $US13.5m to Great Beapast costs and subsequent seismic
acquisition and processingndagreeing to fundts share of 3 conventional wells
capped at $USBm/well.

Ownership 8.0-10.8% noroperated working interest via staged fasm [4]

Partner(s) Great BeaPetroleum 90.0-89.2%operated working interest [4]
(Halliburton,0-25.0%, noroperatedWI in other Great Bear licences)

Fiscal regime 21% US corporate income tax (not rifenced), 12.5% gross royal§4% state [22] p16
income tax35%petroleum production tax (8 43.5% propertytax (2% of [27]
equipment, facilitiesand pipelines/alue) Ei}

Tangible drilling cost80%of dev. well drilling costcapitalized over 7 years.

Intangible drilling cost: remaining0%;21% epreciated over 5 yearg9% expensed
Reserves/Resource 1P/2P/3P oilnil

1P/2P/3P gaxiil

Best prospective650 MMbbl gross Qtto estimatg, 2 prospects

Geology Tight sands;-10,500 ft(3,200m) depth [18]

Drilling Two wells planned, early 2019

Well performance | IP = 2.0 kbopdEUR .6 MMbbl oil [22]

Reservoir drive Water and &pansion drive Gas reinjected for pressure maintenance.

Development Multiple deviated wells from padsDrainage area 160 acres vertical, 335 acres 30( [22] p49

concept lateral horizontal. injector perhorizontalproducer(0.4 per vertical producer) [71p2
Central processing facility, pipeline to TAPS. Gas reinjection. [22]

Existing TAPS (Trans Alaska Pipeline Systecoynmon carrier 12% IRR [22]p11

Infrastructure The current tariff is ~$US6.17/bbTThis could rise materially as TAPS throughput | [32]
declines. Dalton Highway (all weather gravel road)

Capex $UL6m/exploration well [22]
$US.0m/developmentwell drilled, completed antied-in (~$US750/ft)
$US0.25/bhl $US0.05/MMBtabandonment [91p3

Production Peak rate of ~30 kbopd, first productial) 2024

Project life 10-15years Assume TAPS pipeline remaipgrational.

Quality / Market Oil: 32.3API1,0.89% S. [29]
Gasrreinjected(no market, plus pressure support)

Sales / Revenue Oil: ANS, assumed equal to Breas$$US12/bbITAP&hipping [32]
Gasnil value [33]

Opex Fixed: $US.6m/well/yr. [22]
Variable: $U.6/bbl oil, $UR.6/bbl water

Next steps JV partner to obtain funding, drill two exploration wells e&2019

Generic risks Exploration outcomes, demanding weather conditions

Specific isks JV partner funding, tight reservoirs, limited exploration drilling weather window

TAPS pipelinfuture availability/ tariff.
Other -
Source: K1 Capital analysiscompany and public domain information
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Figure6 Notional ANS development scenario (100 MMbbl P50)
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Source: K1 Capital analysis
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4. Valuation

4.1 Methodology

4.1.1 DCF analysis

Cur primaryvaluationapproachis based on discounted cash flow analysis for projects where sufficient
information exists and ris&djusted enterprise valugcV)Yo resource metrics for exploration amdrly
stageprojects. Our investment model incorporates probability distributionsy variables (such as
reserves, commodity prices and exploration outcomes) and uses Monte Carlo simulation to quantify
the range of share price outcomes.

4.1.2 Risk adjusted exploration program

We value exploration assets using @merprise value to resouce multiple derived from cash flow
models of analogous projects and applyrisk factor to reflect the geological chance of success,
commercial probability of development and project maturity. The size of the resource to which the
multiple is applied is dsed on the portion of the prospective resources for the licence area that are
expected to be drilled within a reasonable time frafbgpically the next one to three years)

Individual prospects identified on drilling plazse assigned specific geoldgalprobabilityof success,
in conjunction with a factor to account for the likelihood of commercial development. The risk factors
applied to exploration targets are modelled iagdependentsuccess or failure outcomes.

4.1.3 Peer comparison

We comparecompanies to their peers using enterprise value to reserve and resource mebits.
compare resources based on an energy price equivalent basis, rathesithalyan energythermal

equivalent basis, to better account for the value differences between liquidgiaagrospectsOur

energy price equivalence factors are listed below.

Table7 Reserve & resource price equivalence factors

Commodity units Price Price Price Source
09-Feb-18 $US/boe factor

USD/AUD forex SuUsS/sa 0.7779 - - Reserve Bank of Australia
Brent SUS/bbl 62.96 62.96 1.00 Bloomberg
WTI SUS/bbl 59.41 59.41 0.94 "
HH SUS/mmBtu 2.59 15.02 0.24 "
EC Australia SA/G] 8.70 41.42 0.66 AEMO Wallumbilla benchmark price
WC Australia SA/G] 6.00 28.56 0.45 K1 Capital
Europe SUS/mmBtu 6.56 38.05 0.60 World Bank - Dec '17
LNG SUS/mmBtu 9.23 53.52 0.85 85% of Brent (14.7% slope)
LPG SUS/t 515 45.18 0.72 Saudi Contract Price - Feb '18

Source: K1 Capital analysis
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4.2 General valuation assumptions

Table8 General valuation assumptions

Item Comment Ref.
Discount rate Base discount rate of 10% (nominal bagiklsa premiumfor each project to reflect
country risk

Risk free rat€%) 2.6 US bond yield, per Bloomberg

Market risk premiun{%) 6-8 PerBrierly & Myers

Beta 1.4 Per Duff & Phelps market cap correlation

D/(D+E)(%) 20 Estimateoil & gas company average

Debt premium(basispts) 450 Per credit spreads, assuming BB rating

Size premiun{%) no (=6.5% per Morningstar correlation)
Country risk PerAswath DamodarariNew York Universityjpased orbond premia and credit [30]

default spreads as proxies for country rigkternative methods include equifyased
metrics, country or political risk indices, adjustment of credit based metrics fo
political risk spreads and including the estimated cost of political risk insurance
directly in the project cash flowsRisk premium for Australia and USA = 0.0%
Project risk factor | We apply a risk factor to eagiroject to reflect our assessment of the technical anc
commercial maturity of the projecD-20% for exploration prospects, BD% for
appraisal projects, 480% for development projects and-800% for production
projects. Risk factors are progressivediaxed as milestones are achieved.

Forex USD/AU.75, K1 Capital estimate. i@ar average forward volatility based on [31] p8
historical analysis-@.06, +0.09), per K1 Capital. [32]
Crude oilprices We model oil prices by defining a base case price level guided by published fore, [33]

and futures marketandmodel uncertainty by applying a probability distribution [34]
derived from historical price volatility. We construct a valuation matrix frargye of [35]
currency and crude price pairs to quantify the sensitivity to variation. [36]
We use Brent crude oil as our primary crude oil magsetexpress the price of othet
crudes relative to Brenttased on expected differential©ur base case oil price

forecast assumes Brent averages $US65/bbl in 2018 ($US61/bbl in FY18) and
increases to $US70/bbl (in real BEE dollars) by 2019. We assume LLS trades at

2% premium to Brent (based on historical performance).

Gas prices We assume Henry Hub gas prices consistent with McDaniel Associates 1 Jan 2(
forecast of $US3.00/mmBtu in 2018, rising to $US3.30/mmBtu (in real Deollars)
by 2021.

Carbon price Not modelled. This currently appears to be a low probability eveNtB.Shelluses

value of $US40/t in all base case econorsinse 2008ExxonMobil has included a
proxy price on carbon in its business planning since 200p to $US80/t.
Inflation USA 2.2%perPwC Global Economy Watch projections [37]
G&A expenses Previousanalysisdy K1 Capitahdicates production levels are a reasonable predict
of administration costs We assum&US3.44.0m/yr for 2018/19, based on cost
reduction of FY16&FY17 actugBUS4.9m/yr), rising beyond 2020.

Project delivery Industry studies note cost and schedule overrunsamammon([38] [39] [40] [41]. We
assume bear, base and bull case overruns of 3W%and 0%respectively

Operating S&Pgenerally assumesase casavailability forof 90% forefinersand 95% for LNG

performance with at least 5% reductiofor downside casg[42] [43] [44]. McKinsey notes

availability of 5% to 97%, with an average of 8586]. We assume bear, base anc
bull case utilizations of 90%, 95% and 100% of dedigam dayrespectively to
reflect planned and unplanned downtiméVe assume bear, base and bull case op
overruns of 20%, 0% and 0%.
Operational The impact of minor incidents is covered in operating performancassumptions
incidents and discount rate. We assume no major or catastrophic operational incidents.
Source: K1 Capital analysis of company and public domain information
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Table9 Exploration assumptions
Item Comment Ref.

Resource estimates P50 resource estimates per company guidance for faar-term prospects:

- Bivouac Peak Eag&H 2018)

- Bivouac Peak Ded@019/20 depending upon Biv. Peak East outcome)
- Great Bear well A&LtH 2019)

- Great Bear well BLH 2019)

Risk capital Exploration well dry hole cost estimates per company guidance.
We assume aeparate wellwill be required to teseach prospect.
Exploration Probability of success per company guidance where available. If not then POS
probability of estimatestJSNJ Y2SYLISNUzZRE awAal ! yIfexaa |y
success Cambodian Workshop, p2as follows:
Exploration type Geological POS %
Stepout, delineation or adjoining structures 50
Nearfield exploration in area with similar plays 20-30
Different plays and new location 10-20
Frontier area or previous dry holes 2-5

Prospecbutcomesare assumed to be independent.
Resourcevalue Resource estimates per DCF models for Bivouac Peak and ANS development, p
metrics development assumptions included in Section 3.

Source: K1 Capital analysis of company and public domain information
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4.3 Sensitivity Analysis

Monte Carlo simulation

1,000 Trials Split View 986 Displayed Monte Carlo simulation calculates the
NAV / Share (diluted) distribution of possible share price
& H &l outcomes given the uncertainty in the
© underlying assumptions.
£ w3 Simulation gives a more realistic
§ E representation of likely outcomes
e 203 than dbest or cworsté casescenarios,
; which have a low probability of
occurrence.
qo . . .
Our simulation analysis based on 10i
trials estimates a median value of
> 100 1000 A$0.11/sh, with a P90 to P10 range ¢
B 0380 so0 3 A%$0.040.21/sh.
e o
1L 0 fean = 0.12 600 5
= . m
£ 040- Median = 0.11 400 Z
S £
(% 0.20 - 2005
0.00 : ' " . " ' ; ' 4 o
0.00 0.04 0.08 0.12 0.16 0.20 0.24 0.28
SA/share diluted
— Fit: Lognormal . Forecast values
P 0.00 Certainty: |98.30 % q =

Tornado chart
The Tornado chart shows the

sensitivity of the valuabn to changes
in individual variable§.e. one at a

NAV [/ Share (diluted)
0.00 0.05 0.10 0.15 0.20 0.25

Reserves: SM 71 (2P+B65) as L 204 time), ranking the variables from
highest to lowest impact.
Exploration: Great Bear B (ANS oil) 0.00 -_ 1.00
The level oSM 71 reserves has the
Exploration: Great Bear A (ANS oil) o.00 S 1.00 largest impact on Net Asset Value pe
share, followed byAlaska and Bivouac
Exploration: Bivouac Peak East 0.00 .- 1.00 Peak East exploration outcas and
o then oil price. Other variables have &
Qil price, SUS/bbl 61 -- 84 . . .
relatively minor impact.
Exploration: Bivouac Peak Deep 0.00 |. 1.00
Risk factor: SM 71 (2P+B65) 0.81 .I 0.93
Reserves: Bivouac Peak 27167‘.
Opex adjustment factor 1.15 || 0.90
USD/AUD Forex (10 yrforward avg) 075 || 0.67 The numbers at the end of each bar
represent the value of the variable at the
# Upside = Downside P90 and P10 level.
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4.4 Peer comparison

44,1 Peergroup

We have examined a range of ASX oil and gas companies which share characteristics with Otto,
includingNorth Americanoil & gasoperations,as well as more establisd ASX junioto mid-cap
companiegSenex, Cooper, Horizon)th existing production for amparison

In summary, Ottat its current market capitalizatiois cheap relative to its closest ASX peer, Byron
Energy. Our analysis and discussiceprovided below.

Tablel0 Resource multiple peer group

Company Code Mkt Cap EV Description
as of 09-Feb-18 MSA MSA

Otto Energy OEL 87 78 Imminent production from US shallow water Gulf of Mexico project (SM71), onshore
Gulf Coast exploration (Bivouac Peak) and Alaska North Slope exploration (Great Bear)

Senex Energy SXY 543 462 Oil & gas exploration and production in the Cooper Basin and coal seam gas in the
Surat Basin of Queensland.

Cooper Energy COE 512 319 Cooper and Otway Basins oil and gas production, together with offshore Gippsland
Basin gas development.

HcrlzcnOlI I HZN | 13[) N 251 - “Oil & gas exploration and production in NZ (Maari/Manaia), China (Beibu Gulf) and
PNG (Stanley, Elevala/Ketu).

Elk Petroleum ELK 139 338 US onshore carbon dioxide enhanced oil recovery and conventional gas production

Australis Oil & Gas ATS 264 242 Tuscaloosa Marine Shale, Louisiana & Mississippi; onshore Portugal

Byron Energy BYE 199 187 US Gulf Coast exploration and production. Operator and JV partner with Otto in the
SM 71 project.

SBEnergy | 152 | 131 |Alacka North 5{55{5 e e——— o||exp|oranon e —

Empire Energy Group EEG 22 70 Low risk oil and gas E&P in the US (NY, PA, KS, OK), US shale exploration (PA) and large
scale shale gas exploration in the Northern Territory, Australia

Petsec Energy PSA 31 34 US shallow water exploration and production, plusexploration and proposed oilfield
restart in Yemen. j

Source: K1 Capitatompany data. EV estimated from market capitalization and most recently published cash and debt
values (3% December 207).

Tablell Enterprise value to reserve & resource metkicpeer groupgworking interest basis)

Company :  Last Total 1P 2P 2C EVHP EVI2P EV/ Gearing
Price Shares price equivalent basis (2P+2C) D/(D+E)
:09-Feb-18 (million) : mmboe mmboe mmboe $US/boe $US/boe $US/boe %
Otto Energy OEL' 0.057 1,531 87 78 22 49 - 27.30 12.55 12.55 11
Peer Group (10) 2,003 2,072 1221 204.0 277.7 13.20 7.90 3.35 21
ASX small/mid producers
Senex Energy SXY 0.375 1,447 543 462 29 18.1 86 12543 19.82 13.44 0
Cooper Energy COE 0.320 1,601 512 319 281 346 247 8.82 7.17 4.18 15
Horizon Oil HZN 0.100 1,302 130 251 50 79 739 39.11 2475 2.39 55
US conventional
Elk Petroleum ELK 0.091 1,528 139 338 3786 65.8 - 6.99 4.00 4.00 60
Byron Energy BYE' 0.290 685 199 187 22 4.9 05 65.05 29.60 27.31 3
Empire Energy Group EEG' 0.020 1,111 22 70 48 95 - 11.38 5.72 5.72 69
Petsec Energy PSA 0.096 325 31 34 6.3 6.8 - 415 3.89 389 19
Petsec Energy (ex Yemen) PSA" 0.096 325 31 34 08 1.1 - 32.66 23.27 23.27 19
US unconventional
Australis Qil & Gas ATS' 0.340 776 264 242 343 55.4 1701 5.49 341 0.84 -
88 Energy 88E' 0028 4713 132 134 - - - - - - 11

Source: K1 Capital analysis. Sorted in decreasing order &tdSérves on a working interest basis (not NRI basis)
Reserves adjusted for Otto and BYE to reflest  / I LJA ( | f Q Zexpé&cted upgrddéif@he 8M71 B6K @scovery
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4.4.2 Peer analysidiscussion

We note the following factors in our peer analysis

1. Otto has only one close pegeByron EnergyWe have included other companies that shaestain
characteristics, such as existing productig@enex, Cooper and Horizoo) US conventional
reserves(Elk, Empire and Petse@nd have included Australia Oil & Gas and 88 Energy given US
centricprojectdevelopment and exploration respectively.

2. Notallreservesarethesam& dzOK 2 F hidd2 o0l yR laigdyulydedaopedtS & S NI S
(i.e. most of the project capital has been spent), whereas the reserves for some of the peers
require additional capitadnd longer lead timgto production Combined with low operating costs
Otto and Byrorhave relatively high margin reserves.

3. Companies use fferent bases for reporting reservesAustralianfocused companies report
reserves on a working interest basis, whilefo&ised companies usually report reserves on a net
revenue interest basis. We have accounted for this by converting reserves andgemntti
resources for all peer group companies to a working interest basis.

4. The product mix (oil, condensate, gas) varies between companigsreduce tlisimpact by price
adjusting the reserveis addition toadjusting for heating valu@hisprovides a bder comparison
than the common industry practice of only adjusting for heating valDar methodaccouns for
the revenue differences between different types of reservaswever,it doesnot account for
different operating cost structures and fiscal regimes.

5. The fiscal regime differs between jurisdictionsApart from differences in royalty ratefom
January 2018ompanies operating in the US will attract a 21% corporate incomedsaspared
with 30% in Australiaincreasing the after tax value of production, et ceteris paribv&e have
not adjusted for the difference in fiscal regimes, due to complexity.

6. The reported reserves lagompany activity such agxploration results and pject acquisitions
or divestments. We have inclad an allowance foOtto and Byron foresources discovered in
the B65 sand that have not yet been included in the published reserves. We increased 1P reserves
assuming each of the three wells would beigsed 1.5 MMbbl EUR grogzroducing from both
the D5 and B65 sandsind increased 2P reserves by 80% of the B65 sand prospective resource.
The 80% factor waappliedto introducea degree otonservatism However, he reserveupdate
in 3Q 201&ouldbe higher, due to thicker and better quality resenatihan previously assumed
We increased 3P reserves by the same amount as the increase in 2P reserves.

443 KlCapit@ddew2 T h(GG2Q3a NBfI GASS @I f dzS

Byron EnergyOtto issignificantlycheager thanits clogst peeron an EV/2P basisThis may in part

be due to the market ascribing a higher value to Byron giving its operating capability and access to
additional projects. However, these differences are unlikelfully explain the observed difference.

The market currently appears to be pricing these companies differently.

ExistingAsiaPacificproducers(Senex, Cooper and Horizon): Oisacheaper thanboth Senex and

Horizon which have similar 1P prigajusted reserves and larger 2P reservEY/(2P+2Qhetrics are

not a useful comparisom this casedue to the absence of contingent resource estimates for Otto
(andByron).h ii2 A& Y2NB SELISyargsS GKIFIy /22LINE LINBOI O
reserves for the significant remaining develogmt capital and lower operating margins for offshore
Australian gas projects.

Existing ASMsted US producer¢Elk, Empire, Petsed)Vhilst Otto appears expensive relative to Elk
wel KAyl GKA& Aa RdzS G2 GKS YI NJ Soil redeversy B@Rgraiecty 3 9 |
prior to evidence of successful startup in 1Q 20t ®otential discountingduet®d f { Qa IS NRAy IS
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increases risk to low commodity price®tto appears expensive relative to Petsatjchwe believe

is dueto the market dt O2 dzy G Ay3 (GKS fA]1StAK22R 2F O2YYSNDOALI ¢
given the country risk associated with tbagoingcivil war. Ifthesereservesare excluded Ottdas

significantly cheaper than Petse@Ve believe much of the difference in timearket value between
9YLIANB 9ySNHEe FYyR hidG2 Aa RdzS (2 GKS NBtFdiA@Ste
andpotentially to9 Y LJA éxivshée tadebt.

US unconventionbproject development We believe much of the difference in EV peraese

between Otto and Australis SELJ  AYSR 0@ h lcin2eqtinal KeseiviésBanther I NH A vy
unconventional oittargeted by Australis The market also appears to be in the process of repricing
Australis.

US Alaskaexploration: 88 Energy currentlgloes not have any reserves contingent resources

However, the market ascribes an enterprise vabieA$134mtoy y 9 y S NHr2e®pioratiori | a 1 |
portfolio, approximately double the enterprise value @f of Otto. \We assign a valuef A$47mto

h i ( 2aekan ekplorationapproximatelyone-i KA NR 2 F vy vy, baSeyf hNdigetQexpeddd f dzS
to be testing in the 2019 drillingcampaign Ly | &adz00Saa OFaS ¢S SELISOI
would deliver a higher margin, lower capital intensity depenent thanthe unconventional resources
whichare the focus of 88 Energpitial activities 88 Energy, however, has a larger exploration area
(~316,000 net acres vs. ~57,000 net acres) and is the operator of much of its acreage, providing scope
to farm-out to assist in funding future drillingvhich may explain part of the premium ascribed by the
market.
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5. Board and management

The board and management have extensive previous experience with junior oil and gas exploration
companies and experienceperating in international jurisdictions. The necessary technical and
commercial capabilities appear to be well covered for the current work program. The experience and
gualifications of the individuals concerned are summarized below.

Tablel2 Board of directorand Senior Management

Directors

John Jetter, LLB, BEc, INSEAIDairman

Former MD/CEO J.P. Morgan Germany

Non-Executive Director of Ventuidinerals and Peak Resources Ltd

lan Boserio, BSc (HonsNon-ExecutiveDirector

Executive Technical Director of Pathfinder Energy Pty Ltd

Former executive positions with Shell and Wooddttergyin exploration

lan Macliver BComm, FCA, SF Fin, FAIGIBn-Executive Director

Managing Director Grange Consulting

Non-Exeaitive Chairman of Western Areas

Matthew Allen, BBus, FCA, FFin, GAIQWanaging Director & CEO

15 year€international oil and gagxperiencein Asia, Africa, USAustralia and the Middle Eas
Previous senior roles with Woodsi@mergyover 9 year period

Paul Senycia BSc (Hons), MAppSice President, Exploration and New Ventures

on @ iéterMhBiomal oil & gas experiende Australia, US&oM, South East Asia & Africa
Previous roles at Oilex (Exploration Manager), WoodBitkergy (Head of Evaluaticemd Shell
David RichBCom. FCA, GAICD, Grad.Dip.CSP AGF&S Company Secretary

Experienced public company CFO with the last 15 yeat$-@sof upstream oil and gas compar

with interests in Australia, Asia and the USA
SourceOtto Energy Limitedzcompany website, accessé@" January2018
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6. SWOT analysadfuture funding

Tablel3 SWOT analysis summary

Strengths Weaknesses

A Recent exploration success leading to low cos A Limited production diversification (exposure ta

oil & gas development at SM 71 US Gulf Coasturricaneinterruptions)
A Near termexploration drilling at Bivouac Peak A Uncertain exploration outcomes
A Low admin costs A Long lead tire and material capex requiremen
A Free cash flow from production from FY19 to mature Alaska project
onwards A Dependent upon JV partners / prospect
A Low country risk (USA) generation houses for new project

opportunities

Opportunities

A Expansion oéxploration program to include A Competition for quality US Gulf Coast prospe
additional projectdqthis may require additional
funding)

A Creation of ifhouse prospect generation and
operating capability

Source: K1 Capital analysis

Assuming SM 71 production delivers as expected Otto should have sufficient operating cash flow to
fund currentplannedactivities. Ottoalso appeasto have sufficient capacity to fund development of
a discovery at Bivouac Peakd acquire additional exptation or appraisal projects

Tablel4 Funding(calendar year basis)

Item CY18 CY19 CY20 Comment
MSUS MSUS MSUS

Opening Balance 15.0 12.2 34.8 31 Dec 17
Sales revenue 20.9 39.3 46.1 SM 71 oil & gas
Production costs -1.1 -1.3 -1.5 SM71
G&A costs -3.6 -4.0 -4.5
SM 71 development -10.6 -5.1 -5.2
Bivouac Peak East exp -6.1 paying 60% of first well to 56m gross
Bivouac Peak East development if exploration successful
Alaska exploration drilling -5.2 -5.2 $2.6m/well. CY20 notional only
General exploration -1.0 -1.0 -1.0 new projects
Existing options
New equity
Capital raising costs 0.0 0.0 0.0
Convertible note redemption assume converted
Interest received 0.1 0.3 0.7
Interest payments -1.5 -0.3 Convertible notes
Tax payments -2.2
Other/rounding 0.1 -0.1
Closing Balance 12.2 34.8 62.0

Source: K1 Capital analysiRevenue assumes Brent (& LLS) pricing of $US65/bbl in 2018, $US72/bbl in 2019 and
$US74/bbl in 2020; Henry Hub prices of $US2MBtu in 2018, $US3.0/MMBtu in 2019 and $US3.1/MMBtu in 2020.
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7. Appendices

7.1 Commodity price assumptions
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