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Aresponsible and safe European energy
businessin the making 1'.}

Hartshead Resources (HHR)an ASX listed comparaiming to be

a new entrantgas developer in thé&nited Kingdom (UKNorth Sea Hartshead Resources (HHR)}he 100% owner
with a proven management teanits snall gas pools aggregation  and operator of Seaward ProductionLicense
strategy aims to enable the muHlphased development of  P2607 which is comprised of five blocks in

resources in anarket which is shorpf gas. Quads 48 and 49 on the United Kingdom
Continental Shelf, in the Southern Gas Basin.

TheSouthern Gs Basin (SGB) has a central The License contains multiple gas fields, some
of which have been only partially developed.

JGD= AF L @= 3 ) AK =F=. There are also several exploration prospects.
Domestically sourced natural gas has ~half the average emissic
intensity of imported LNG thus making it important in achieving
L@= 3)AK TRfPR F=L R=JG =EAMK [ HHRASX
storage capacity a decline in existing North Sea gas productio | =~ A%D.023

and a reliance orgasimports, UK gaspricing should be strongly
supported going forward. The UK natural gas price is currently
~240 pence/thermversusthe 10-year average of ~50gmce'therm. Valuation A$0.10

Assets in proven basins

HHR currently has development portfolio of 354 billion cubic feet
(Bcf) of discovered 2C contingent resourceis the SGB It is
currently progressng the Phase lassets(Victoria and Viking/Vx Shares on issue 1,849,772,127
fields with 2C contingent resurces of 217 Bcthrough to a field

development plan(FDP)and the conversion of the 2C contingent  BINE% R =0

resource to certified 2P reserve$he Phasel assetdevelopment
is targeting preliminary FDP in 2Q 2022 with first gatate 2024.

.. . . 6 th Opti d | t t
M&Aactivity in the SGBas been high sy opment eoneep

The liquid nature of North Sea Oil and Gas projects in terms of bc
asset and corporate transactions has been key to attracting ne
entrants and capital into the area. Since 2019 there has been 55
North Sea M&A transactions ah asset and corporate level. The
exit multiples for blended 2C and 2P contingent resources hay
ranged from US$4 to US$6 per bd.the above exit multiple for

H& OsAPhase | asset@C+ 2Pof 217 Beive getan exit valuation of bbbt Bed)

Market cap A#3m

Company data

Oct2021 1Q FY2 Appendix5B

6 months Host for gas transmission and
processing identified

12 months  Revised competent persons
report and resources for Phase 1

~US$150m to ~US$2256A$0.09 to A$0A ps. 0.040
Experienced maagementteam zzzi

HHR has put together rmexperiencedteam that has a seasoned

{

skill set including subsurface, engineering, commercialand 2:22§

health, safety, environment and quality (HSEQ@xperience 0.015

Members of the team haveden involved in the management of a 0.010

number of successful SGB projects through to exitgluding the 0.005

Highland Energy and Caledonia @G Gas projects. Bothwere in

both in the SGBand exitedwith the same value driversis HHR -Feb-21 Mar-21 May-21 Jun-21 Aug-21 Sep-21
Va|u ation Source: FactSet

We initiatewith a valuation for HHRof A$0.103. Our valuation is

based on the blend of our Phase 1 project valuatiah first gas  David Fraser

(A$0.10)and a valuation(A$0.11)ased onan exit multiple for a  david.fraser@mstaccess.com.au
blended portfolio of 2C contingent resources and 2P resereds

~US$5/boe

MST Access has been engaged and paid by the company covered in this report for

ongoing research coverage. Please refer to the full disclaimers and disclosures.
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Financial data table

ACCESS

Hartshead Resources HHR-A

Year end 30 June

Price A$ 0.023 1%
52 week high / low A$ 0.038-0.013
Valuation A$ 0.103
75
Market capitalisation A$m 42.5 50
Shares on issue (basic) m 1,850 — HHRAU e XEJASX
Options & perfomance shares m 135 25
Potential diluted shares on issue m 1,984 Feb-21 Mar-21  Apr2l  May-21 Juk2l - Aug-21 - Sep-21
INVESTMENT FUNDAMENTALS FY21 FY22E FY23E FY24H{EPROFIT AND LOSS (A$m) FY21 FY22E FY23E FY24H
EPS Underlying ¢ 1) (0.5) (0.4) (0.4) Sales $m 0 0 0 0
EPS Reported ¢ (0.6) (0.5) (0.4) (0.4) Operating costs $m (5) (5) (5) (6)
P/E Underlying X n/m n/m n/m n/m EBITDAX $m (5) (5) (5) (6)
P/E Reported X n/m n/m n/m n/m  Exploration & development $m 1) 4) 4) (5)
EBITDA $m (6) 9) (10) (10)
Dividend At 0.0 0.0 0.0 0.0 Depreciation & amortisation $m (0) 0) (0) 0)
Payout ratio % 0% 0% 0% 0% EBIT $m (6) 9) (10) (10)
Yield (Y/E/ spot) % 0.0 0.0 0.0 0.0 Netinterest $m 0 0 0 0
PBT pre impairments / unusual ~ $m (6) 9) (10) (10)
Free cash flow $m 1) 9) 9) (10) Impairments $m 0 0 0 0
Free cash flow per share ¢ (0) 0) 0) (0) Pretax Profit $m (6) 9) (10) (10)
Price to free cash flow X n/m n/m n/m n/m Tax expense $m 0 0 0 0
FCF Yield % n/m n/m n/m n/m NPAT $m (6) 9) (10) (10)
Minority interests $m 0 0 0 0
Year end share price / Spot A$ 0.016 0.023 0.023 0.023 Reported NPAT $m (6) 9) (10) (10)
Year end shares m 1,850 2,135 2,330 PRI BALANCE SHEET(A$m) FY21 FY22E FY23E FY24H
Potential Diluted shares m 1,850 2,264 2,459 2,459 Cash $m 7 8 10 0
Market cap (Y/E / Spot) $m 30 49 54 54 Receivables $m 0 0 0 0
Net debt /(cash) $m ) 8) (10) (0) Other $m 0 0 0 0
Enterprise value $m 23 41 43 53 Current assets $m 7 8 10 0
EV/EBITDAX X n/m n/m n/m n/m  Plant and equipment $m 0 0 0 0
Net debt / Enterprise Value X (0.3) 0.2) 0.2) (0.0) Exploration and evaluation assets $m 0 0 0 0
Associates $m 0 0 0 0
Other $m 0 0 0 0
Non current assets $m 1 0 0 0
Phase 1 License 1c 2C 3C Total Assets $m 8 8 11 1
Victoria 49/17b 84 125 177 Payables $m 1 1 1 1
Viking-WX 49/17b 62 90 124 Borrowings $m 0 0 0 0
Combined 49/17b 161 217 285 Other $m 0 0 0 0
Current liabilities $m 1 1 1 1
Phase 2 License 1Cc 2 3C Borrowings $m 0 0 0 0
Tethys North 49/6¢, 49, 14 39 70 Other $m 0 0 0 0
Audrey NW 48/15¢c 35 100 387 Non current liabilities $m 0 0 0 0
Combined 139 Total Liabilities $m 1 1 1 1
Equity $m 55 70 83 83
Phase 3 License P90 P50 P10 Retained earnings $m (58) (67) 77) (87)
Vixen SW 49/17b 29 56 94 Reserves / Other $m 5 4 4 4
Vixen SE (Exploration) 49/17b 43 85 102 Shareholder's equity $m 2 7 10 ©)
CASH FLOW (A$m) FY21 FY22E FY23E FY244
Transaction multiple (US$/boe) 4.00 5.00 6.00 OCF - pre interest & tax $m 1) 9) 9) (10)
2C resources (MMboe) 37.4 374 37.4 Net corporate interest $m 0 0 0 0
Exit value (US$m) (FY24) 150 187 224  Tax Paid $m 0 0 0 0
A$m 206 258 309 Other $m 1) 0 0 0
AS$ per share $0.09  $0.11  $0.13 Operating cash flow $m 1) 9) 9) (10)
PPE $m (0) 0 0 0
Development capex $m 0 0 0 0
Cash flow@roject ValjeEm 510 Investments / Divestments $m 0 0 0 0
Less project net débir) (185) Other investing cash flow $m 0 0 0 0
Project equity value E¥(£m) 325 Netinvesting $m 1 0 0 0
Sell down 50% Net movement in Equity $m 8 10 13 0
HHR share of project equity posbi&n) 163 Cash dividends Paid $m 0 0 0 0
Equity value per shar@4g) 0.07 Net debt movement $m 0 0 0 0
Equity value per share FY24 (A$) 0.12  Other $m (0) 1) 1) 0
Cost of equity (Ke) 10% Net Financing $m 8 10 12 0
Discounted back to today (A$) $0.10 Change in cash $m 7 1 3 (10)

Source Company data, MST Access

MST Access has been engaged and paid by the company covered in this report for

ongoing research coverage. Please refer to the full disclaimers and disclosures.
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Hartshead Resources to supply gas into UK market that is short gas

We are initiating orHartshead Resource§HHR with a valuation ofA$0.1@B.

HHR is a new entrant in thBouthern Gas Basi(SGB)f the North Sealts small gas pools aggregation strategy aims
to enable the multiphased development of resources in a market which is shafrgas.

When these gas pools are aggregated and coupled together with a thorough interpretation of the existing subsurface
dataset, there is a compelling investment case that a single owner/operator can execute against a development plan
carefully designed and phsed to fully exploit the resources through a single offtake route and in order to maximise
economic recovery.

HHR has put togetherraexperiencedmanagementteam with over 250 years combined industry experience and UK
SGBspecific knowledge The teamhas aseasoned skilsetincluding subsurface, engineering, commerciand health,
safety, environment and quality (HSE@Xperiencethat has successfully managed number ofSGBprojects.

Members of the team were involved with the management of one of theyeprivate equity funced entrants tothe UK
SouthernNorth Sea in the late 1990s with Highland Energy which was subsequently sold to the German utility group
RWEDea in 2002.

HHR team membersvere subsequently backed agaim 2003 to assemble another Sthern Gas Basin vehicle,
Caledonia Oil & Gas, which acquired a controlling interest in Consort Energy and was sold just two years later to Germar
utility, E.oN, for £470m.

Figurel 8 Why are HHR targeting the Southern Gas Basin?

Proven horizontal multi- \
frac well completions

/_ o Manage development risk\

o Increased access to

capital Minimal capex
o Improved host facility Gas Pools Existin developments
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provider engagement _/}
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-
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Yentures structure

/

Several suitable \
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identified with capacity

o Potential to create new
infrastructure hubs

Rationalisation of SG basin
infrastructure underway

o Mew hubs can act as
“enablers” to new assets

Source: Company

Rationalisation may extend
lifetime of certain assets j

HHR'sstrategy is to build a EuropeanEnergyportfolio which is financially, technically and environmentally soundlt
aims to do this by following certain principles:

1 Environmentally responsible with focus on low emissions operations and azpetofuture;

1 Ensuring commercial potential in all acreage or asset positions which benefits all stakeholders;
1 Bestin class technical and commercial planning and evaluations;

1 Application of industry proven technology to unlock value.

HHRbelievesthat, by following these guiding principlesit candeliver benefitsto all stakeholders while helping meet
Europe growing energy demands.

MST Access has been engaged and paid by the company covered in this report for

ongoing research coverage. Please refer to the full disclaimers and disclosures.
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HHR is the 100% owner and operator of Licer®®2607 which is comprised of five blocks in Quads 48 and 49 on the
United Kingdom Continental Shelf, in the SGB which it won in thk 329 Offshore LicensindRound The Icense
awarded coversfour existing discoveries and twdrill-ready prospects in fiveontiguous blocks

Figure28H& 0 Adftfolio well positioned for UK gas market

DIVERSIFIED PORTFOLIO

MULTIPLE GAS FIELD DEVELOPMENT AND EXPLORATION

OPPORTUNITIES Viking A& FfFs
] duced 1,250 Bef
* FIELDS HAVE HISTORICALLY PRODUCED GAS Audre - i LEHIE_S d
e as Fiel
Produced 18 Bcf
Audrey
Gas Field O d
Produced 680 Bcf
Viking G
Gas Field
L Produced 90 Bef
|
2> Vixen Gas Field
= = .‘.‘ s Produced 141 Bef Viking B, C& D
B 4 p . . 8 Gas Fields
—ke | AT r\__ Prospe - Prospe Produced 870 Bef
: Hartshead license ‘,J

Source: Company

HHR management estimate 354 B&1 MMboe) of 2C resources are contained in the existing discoveries and 141 Bcf
(24 MMboe) in the prospective resourceall existing discoveries have multiple wells, flow tests and historical
production. i GEH=L =FL HCPB'KeGRtl} tompeted-HoBthd PhaBe 1 development fieldsstimate 217
Bcf(37.4MMboe) of 2@esources

It is currently progressing the Phase 1 assets (Victoria and Vikixgfields through to a field development plan (FDP)
and the conversion of the 2C contingent resourbase to certified 2P reserves.

The Phase 1 asset development is targeting preliminary FDP in 2Q 2022 with first gas in 2024.

What is he problemHHR is hoping to help solze

UK energy supply andelectricity generation are becoming more diversas rnewable generation becomes to
contribute an evergreater proportion. Coaland nucleargeneration isshrinking in the generation mixas plant is
decommissionedreflecting the age of the fleet, environmental concerns and the-cerbonisation of the sector

TheOffice of Gas and Electricity MarleeOfgem) in the UK has noted that adincrease in intermittent generation has
increased the difficulty of operating@= 3) =F=J? Q K QKUK gd&Eglner@tiorrwas~B7% oRtinexotal in
2020(See Figured) but is expected to become a significantly greater proportion by 2040 (See Figure

The3 ) AK H @Q&EmanddsB50%f@rK its owndeclining production stes, with the balance coming via pipelines
from Europe or shipped in as liquefied natural gas (LNG) from the US, Qatar and Russia.

Oil and Gas UK (OGUK) hasdicted that UK North Seproduction output will roughly halve by 2027 unless new fields
areopened. "If that happens the UK will be even more reliant on imports than now," it said.

1 volumetric estimates are from Oilfield ProdustGF | GFKMDLO9FLK ©O- . 1! 6 *L<Jl 'F<=H=F<=FL ! GEH=L:
0=KGMJ; =K 0=NA=0 9F< M<AL O4A; LGIJA9 9F< 4ACAF? 5PBA <9L=< -:LG: =

MST Access has been engaged and paid by the company covered in this report for

ongoing research coverage. Please refer to the full disclaimers and disclosures.
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Figure385 @9 L ?=F=J9L=K L@= 3)AK HGO=Jy

UK electricity
supply mix 2020(%):

. COAL-FIRED POWER STATIONS 1.96% (3.13 TWh)
. GAS-FIRED TUREIMES 37.043% (97.09TWh)

. NUCLEAR PLANT 17.42% (45.67 Twh)

. REMEWABLE SOURCES 36.24% (95.01 Twh)

. OTHER SOURCES 0.51% (1.33TWh)

. INTERCONMNECTORS 6.83% (17.91TWh)

Source: Ofgem

Low storage capacitya decline in existing North Sea gas productiand a reliance omasimports shouldsupport UK
gaspricing going forward.

Where are gas prices noand where are they going

The pandemic caused gas demaimdthe UKto lower in spring 2020, resulting in low gas pricésee Figurel), reduced
UK production and delayed maintenance work and investment along global supply chains.

We note here UK gas prices are commonly referenced toN&onal Balancing Poirft referred to as the NB&nd are
priced atGreat Britain gnce'therm?® (pence/thm).

Figure4 3 UK NBRgas priceslast 10-yearaverage ~5@encetherm) 8 Spot currently~240 pence'therm
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Source: FactSet

2TheNational Balancing Point, commonly referred to as thNBP, is a virtual tradingpcation for the sale and purchase and exchange of itural
gas It is the pricing and delivery point for the ICE Futures Eurojméefcontinental Exchangg natural gasutures contract It is the 2nd
mostliquid gas trading point in Europe and is a major influence on the price that domestic consumers pay for their gas at¢itatiep needed.
Gas at the NBP trades pencepertherm. It is similar in concept to thélenry Hubin the United States but differs in that it is not an actual
physical location.

3 Atherm (thm) is a nonSlunit of heatenergyequal to 100,00®ritish Thermal Unit{BTU). It is approximately the energyjeivalent of burning
100 cubic feet ohatural gas

MST Access has been engaged and paid by the company covered in this report for

fer to the full disclaimers and discl
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Globally, n early 2021, a cold winter in Asia prompted a dramatic spike in LNG spot prices. A hot summer followed,
increasing electricity demand for cooling. Resulting high LNG prices limited deliveries to Europe, but lockdowns were
lifting and economies recovering. Energy demastarted to recover.

Traditionally, Europe uses the summer, when gas prices are lower due to limited heating demand, to fill reserves for
the winter.

Following the closure of the Roudlstorage facilitydue to safety concernin the UK in 2017, a depleted gas field in the
North Sea, the UK now has no lofigrm storage.

Wind power generation has been lower than average during summer 2021 due to mild weather conditions. High carbon
prices in the EU has reportedly reduced the level of efisdd power generation so more gas than usual has been used
to generate electricityJeaving less gas to go into storage.

Given the Nordstream 2 (NS2) pipeline linking Russia to Germany via the Baltic has been delayed due to the certificatior
process, an increase in gas imports from Russia to relieve the situation is unlikely to occuy i2021. Additionally,
higher prices in Asia have attracted gas exports from the US. More recently, the lasting impact of the pandemic on shale
production has been complicated by damage from Hurricane Ida. US domestic gas prices are also high and LNG export
have fallen.

Given all of the abovehe UK is experiencing abnormally high gas pri¢eésgure 4yeflectingall the supply and demand
issuesnoted.

The UK NBP gas futures for prior settlements for gas prices out to FY2@Figure 5) are implying the mark ets
believe this is likely to be short-term in nature with the current 2021/22 winter pricing of ~200 pence/therm
before reducing back down to summer pricing of 50 pencdtherm and winter pricing of ~60 pence/therm in 2026.

We note though that what is currently occurring will provide long term gas users , the impetus to lock in offtake
agreements which potentially is very timely for HHR as it progresses through to first gas in late 2024.

Figure53 UK NBP gas price futures
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Source:https://www.cmegroup.com/markets/energy/naturatgas/uk-nbp-natural-gascalendarmonth.html#

In a global context we believe gas will play a major part in the transition to a generation mix that has a larger percentage
of renewables.

As oal fired power stations are retired to meet emissions targetrsd until massive scale storage is available,rmuiclear
generation is increased significantly, natural gas can provateideal transition energy source.

4 Rough is the largest gas storage facility in Great Britaiat usedto be usedby market participants to store gas in theummer and deliver that
gas to meet peak demand in the winter

MST Access has been engaged and paid by the company covered in this report for

ongoing research coverage. Please refer to the full disclaimers and disclosures.
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We note with interest the decision bgeijingto provide no further foreign coal fired power fundingrhis is clearly an
important step by the Chinse President. It is also a positive for gas / LNG as coal becomes less available in emerging /
high energy demand growth countries.

The UK Oil and Gas Authority (OG¥#ay2021)note that net gas productionhas fallen from 108 billion cubic metres
(bcm)in 2000to 34.9 bem (B.2billion therms) in 220 and is forecast to fall t&@7.8 bcm §.7billion therms) in 2030.

https://www.ogauthority.co.uk/data-centre/data-downloads-and-publications/production-projections/

Over the same periods gas demand has gone from 96.1 bcm in 2000 to 74.5 bem in 2020 and is forecast to be 60.9 be
in 2030f this forecast is correct the UKill need to import a material volume of gas

An alternative view is provided by Xodua global energy consultancyhttps://www.xodusgroup.com/. According to
XodusGroupahere will need to be significant growth in the supply of natural gas. Whether this is double or treble

y MJJ=FL D=N=DK AK MH >GJ <=:9L=J1 : ML L@= J-=IEMAIXdsFL
(Figure6)isonly halfrightL @= 3) AK ?9K <=ZE9F< :Q I'PFRPR AK ?GAF? LG |

Figure6 8 Forecast pimary energy supply for the UK 2040

= H B B B E " E =

Source:lEA, BP, Xodus

Add an increasing global demand for energy we see a loegn future for gas exploration and productionGlobal
demand for gass expected tancrease at the same time as the UK becosiiecreasingly reliant on imports

Near-term activities, news flow andshare price catalysts

Development onLicenseP2607has a phased approach, initially with the development o1 2Bcf of gas to support
construction of a production hub, pipeline to host facilities and host facilities modified to receii¢R$ales gas.

Thishub will then enable the satellite development of smaller pools, such as those at Tethys North, or indeed from
successful exploration drilling, where these gas pools would have been stranded without access to the Phase |
infrastructure.

The first part ofthe development planning will be thorough subsurface analysis and modelling to assist with detailed
well placement and design, production forecasting and selecting the optimal development concept.

Following this the Phase | development will be ready tmnemence engineering design prior to taking a final investment
decision on the development of the two gas fields.

As HHR progresses through each material milestone of the Phase I, Il and Ill work programs in our view the assets wi
increase in value anddcome increasingly attractive to potential acquirergVe see a number of key valuation accretion
points includingachieving an independent CPR audipreliminary FDP/FEEDinal FDP approvalandthe conversion

of 2C contingent resources to 2P reserves.

MST Access has been engaged and paid by the company covered in this report for

ongoing research coverage. Please refer to the full disclaimers and disclosures.
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Figure7 8HHRPhase 1 key milestones out to first gas in 2024

PHASE | GAS FIELD DEVELOPMENT

FIELD DEVELOFMENT CONCEPT SELECT . Wbl kSisTe e Sy
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GAS TRANSPORTATION & PROCESSING PROCESSING
MILESTONES
AWARD KEY CONCEPT SELECT CONTRACTS b
RECEIVE INDICATIVE COMMERCIAL TERMS FROM HOST FACILITY OWNERS
SELECT PREFERRED OFFTAKE ROUTE @
NEGOTIATE HEADS OF TERMS WITH HOST -

COMPETENT PERSONS REPORT
MILESTONES
REVISED CPR AND RESOURCES FOR PHASE | \/

FRONT END ENGINEERING & DESIGN FOR FIELD DEVELOPMENT

ENVIRONMENTAL ASSESSMENT PREPARATION

FINAL INVESTMENT DECISION TO PROCEED WITH PHASE | FIELD DEVELOPMENT \/

DETAILED DESIGN AND MATERIALS DELIVERY

DRILLING PRODUCTION WELLS %
INSTALLATION, HOOK-UP AND COMMISSIONING

FIRST GAS &

Source: Company

The Phase Il fields have technical uncertainty due to proximity to salt structures in the sedimentary section above the
fields. Work will initially focus onreducing this uncertainty using modern seismic depth migration algorithms to
improve seismic imaging at the accumulationg-ollowing this, full field dynamic modking will be introduced in a
similar way to the Phase | fields, to enable selection of thdimal developmentconcept, movethe project to detailed
designand ultimately full field development.

Phase Il exploration prospects will be remapped andiisked, along with the remapping of the rest of the license area,

to generate a full inventory ofrospects and leads for future explorationAll of these opportunities will then be
evaluated commercially and a decision to potentially drill a future exploration well could be taken.

Figure8 8HHR Phase 2 key milestones out to 2025

3D SEISMIC REPROCESSING & INTERPRETATION
MILESTONES
REVISED GAS-IN-PLACE & RESOURCE ESTIMATES

COMPETENT PERSONS REPORT
MILESTONES
REVISED CPR AND RESOURCES FOR PHASE Il

AN

DECISION TO PROCEED WITH PHASE Il DEVELOPMENT
FIELD DEVELOPMENT COMCEFT SELECT
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FRONT END ENGINEERING B DESIGN FOR FIELD DEVELOPMENT

ENVIROMMENTAL ASSESSMENT PREPARATION

FINAL INVESTMENT DECISION TO PROCEED WITH PHASE Il FIELD DEVELOPMENT v

DETAILED DESIGN AND MATERIALS DELIVERY

DRILLING PRODUCTION WELLS %
INSTALLATION, HOOK-UP AND COMMISSIONING

FIRST GAS ‘

Source: Company
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Valuation
We initiateon HHRwith avaluation of $.10B, that is a blend of:

1 aspot valuation(A$0.10pf HHR assuming Phase 1 is developed (includes no value for Phase 2 and the exploration
portfolio), and

1 avalue implied fronrecent historical exit multiples for transactions in the North S&a$0.11)(See below).

We note if we run our Phase 1 base case valuation at a higher assumed gas pripenédtherm up from 50
pencetherm), our Phase 1 base casaluation lifts from A$.10 to A$.13.

Merger and acquisition activity has been high

The liquid nature of North Sea Oil and Gas projects in terms of both asset and corporate transactions has been key to
attracting new entrants and capital into the area. Since 2019 there hasrb88 UK North Sea M&A transactions at an
asset and corporate level.

The exit multiples for blended 2C and 2P contingent resources have ranged from US$4 to US$6 per boe.

> L@= =PAL EMDLAHD= AK 9HHDA=< LG &&dmmiplyan@@tkatuation od KK :
~US$150m to ~US$225m (A$0.09 to ABPet share.

Upside valuation risk

We also note if the recert3% in the volume of gas initially contained within the Viking Weéld lifts the Phase 1 2C
resource from 217 Bcf to 276 Bef and HHR is able to progress the development plannifeadsPhase Zontingent
resource of 139 Bafpgraded toaudited contingent resourceswith an independent competent persons report (CPR)
total 2C could lift to 415 Bcf or 71.6 MMboe.

Usingthe sameUS$4/boeUS$6/boe transaction multiple range results in implied values the HHR resources of
A$0.17 to A$0.25 per share.

Risks to our valuation and forecasts

The key risks to our financial forecasts and valuation include
UK gas pricingparticularly if HHR are unable to sign long term offtake contracts
guantum of capital expenditureand forecastover runs,
access to gasidtribution infrastructure,

project timing,
operational risksincluding equipment failure

regulatory changes,

1

1

1

1

i1 reserve and resource estimates,
1

1

1 governmental responses to climate change and the impact on gas demand
1

and theability to find partners andor source capital to completéhe first project.

as been engaged and paid by the company covered in this report for

ongoing research coverage. Please refer to the full disclaimers and disclosures.
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Hartshead Resources NDverview

HHR is focussed on building a financially, technically and environmentally responsible European Energy business.
&&0AK ?2G9D AK LG K=; MJ= 9R<; BFN=KL=REJBJ)GB=; BR<O@=DAN
energy demand while supporting the transition to a low carbon future. To meet this goal the principle focus is to
develop gas resources whilst ensuring these are low emission development projects.

In progressing this strategy HHR has received a formal award of a single license (Production Seaward License P260°
comprising five blocks in th&outhern Gas Basin (SGB) therecent UK 3% offshore licensing round.

HHR brings together a highly expgenced oil and gas team with specialised knowledge covering subsurface,
engineering, commercial, QHSE and capital markets with the required skill sets needed to successfully and safely
deliver oil and gas up stream projects

Hartshead Resource®evelopmentPlans

Phase IDevelopment

TheproposedPhase | project consistof the development of the Victoria and Viking Wilds located in block 49/17b
of Quadrant 49 of the UK North Sea wih audited combined 2C contingent resources of 217 Bcf.

Victoria Field

The field was @scovered in 1969 and produced from 2008 to 2015asigle development well which produced 1Bcf
following an initial rate of~14 MMscfpd from a single fra@and was produced via subsea tigack to the Viking
infrastructure.

Figure9 3 Reservoir Correlation from Wells Drilled in the Victoria Field showing gas pay in each well (red)
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Source: Corpany

An initial Gag@nitially Znlace (GIIP) estimate ranged from 179 Bcf (P90) to 307 Bcf (P10) with a best estimate of 234
Bcf. The 2C remaining contingent resource estimate is 125 Bcf.

The Field hagdive well penetrations, all with gas pay in the Rotliegendes reseningluding:

5 pPlease see Appendix 4 for a history of the Southern Gas Basin with respect to geology, historic production
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1 al92 m gross gas column in 49F4A well

1 the wellsall appear to have common gawater contact, and
1 the reservoir structure has been clearly imaged on 3D seismic data

The stricture is a simple NVSE trending series of fault blocks with a maximum top reservoir height above the gas
water contact at c. 320 nthere has been rltiple wells drilled with successful well testsThe arrent recovery factor
is 6% with 222 Bcf gas remainingesulting in it having a largendepleted gas resource acroske entire structure

Figure1038 Top Reservoir Structure at the Victoria Gas Red Area represents Gas Pay within Rotliegendes Re:

49/17-6

49/17-B7

0.6 mmscl/d

14 mmscf/d

Source: Company

Viking WiField:

The Viking field waslao discovered in 196%Ga¢nitially AnZlace estimate rangd from 148 Bcf (P90) to 256 Bcf (P10)
with a best estimate of 214 Bcf

We note that HHR has juahnounced anicrease of 43% in the volume of gas initially contathwithin the Viking Wx
field which has the potential toprovide substantial upside potential for the overall project and economics

The recent conpletion of the Viking Wx gegellular static reservoir modeindicatesgasnitially 2nzlace (GlIPpf 368
Bcf, an increase of 112 Bftbm 256 Bcf.

Currently theresourcereport states 90 Bcf of 2@xistsand 46 Bcf has already been recovered. Thus, tmglied
recovery factor is ~53% [(90 Bcf plus 46 Bcf)/256 Bcf].

If we assume the same recovery factor on the new GIIP (368 Bcf) we get a potential recoverable forecast of 195 Bcf (le
the 46 Bcf already produced), giving us a new 2C of 149 Bcf.

Phase 1 production thus has the potential to lift from 217 Bcf to 276 B&.have run this as an upside scenario in our
valuation section.

Phase | GlIRow could be adigh as ©3 Bcf
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Thefield produced a total of 46 Bcf from a single wédlo/17-12)from 1999 to 2014 at a maximum rate of Mdvscfpd
from two fracs(Figure 13)

It has a248 m gross gas columand pressure data indicates the well is only connected to 60 Bcf of gas within a single
structural compartment, Thus, HHR believ@uch of the gas within the fiel is undepleted and can be developed and
produced.

The reservoir structure has beenclearly imaged on 3D seismic datA second welhas penetrated a completely un
depleted compartment (49/174) which has @1 m gas column abovihe gaswater contact

Figure1l 8 Top Reservoir Structure at the Victori&x feld Red Area representgaspay withinthe Rotliegendes
Reservoir
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Phase 2

The Phase Il projects consist of the developments of the Audrey NW and Tethys North fields located in blocks 48/15¢
9F< Fx3p; U Fx3pp; /1 J=KH=; LAN=DQJ] G> [/ M9<JO9FLK FX b F
of combined recoveral® resources.

It is the intention to develop the Phase Il projects with the infrastructure deployed to develop the Phase | projects.
Audrey NW
The Audrey field was discovered in 1975 and has produced 700 Bcf to date.

The NW flank of the fieldAudrey NWjepresents an undeveloped part of the field with a single well penetration that
produced 26 Bcf of gas.

Reservoir engineering studies indicate that this well alone could hold up to 153 Bcf of gas whilst further mapping across
the entire structure pointsto a potential for more than 500 Bcf of gas.
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Figure12 8 PHASE B Audrey NorthWest Gas Field

AUDREY NW RESOURCES
Audrey NW Gas Field

Produced 26 Bcf Gas

* NW Extension of the Audrey Gas Field | Gas Producer

* Only one gas producer in Audrey NW
* Produced 26 Bcf of gas

* Pressure data from this well alone indicates it is connected
to 153 Bcf of gas within a single compartment

* Production data proves that this one structural compartment
alone has 127 Bcf of gas remaining

* Current mapping of the entire Audrey NW Structure
indicates that it could contain up to 500 Bcf of gas

* Seismic imaging requires improvement to refine volumetric
estimates Audrey Gas Field
Produced 680 Bcf Gas
12 Gas Production Wells
57 Bef per Well

v

» Contingent resources estimate of 100 Bcf (2C), subject to
revised subsurface analysis

Source: Company, MST Access

Tethys North

Discovered in 1991 the Tethys field was placed on production via a single well which produced 18 Bcf of gas.
However, the Tethys North part of the field remains undeveloped.

+ 9 F 9 ? = E = Fedtiddtesranye from 53 Bcf to 239 Bcf with a best estimatel 80 Bcf

Management mapping of the field indicate a 2C contingent resource of 39 Bcf likely to be recovered from a single well
development tied back to the Phase | infrastructure

Figure13 3 PHASE B Tethys North Gas Field

TETHYS NORTH RESOURCES e ae-s

* Northern Extension of the Tethys Gas Field
* Structurally up-dip from Tethys

* Only one gas producer in Tethys Field

thys North Gas Field -:-\‘_

™ m B -
* Pressure data indicates well was located in ~~ o < = Tethys Gas Field
» e - - . -

* Produced 18 Bcf of gas

isolated fault compartment

* Mapping indicates Tethys North structural
compartment contains |30 Bcf of gas

* This compartment has yet to be drilled

* 2C contingent resource estimate from a single
well development is 39 Bcf

3D Seismic Line running from Tethys to Tethys North showing Tethys North structurally updip from Tethys

Source: Company, MST Access
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Phase 3

The Phase Il projects consist of the exploration portfolio containing the Vixen SW and Vixen JE&attill prospects in
:DG; C Fx3pk: OAL@ E9F9?=E=FLAK =KL AE?Y9 Uirg 14 BcbMad B& EnCa= <
JAKC=< :9KAKgK 'L AK E9F9?=E=FLAK 9AE LG HJG?J=KK L @AK
HGL=FLA9DDQ >JGE 9 J=NA=0 G> &&0AK DA; =FK=< 9; Jinitta? = 9
term license relinquishment.

Figure14 8 HHREXxploration pospects

Source: Company
$GDDGOAF? >AF9D $". KM: EAKKAGF G> . @9K=K ' 9F< ' A
potentially generate the next fieldlevelopment opportunities.




