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May 18th  2015

Lion Energy increases oil production at Oseil field in
Indonesia

Lion Energy (ASX:LIO) is set to increase its cash flow following the successful
completion of the Oseil-27 development well at the Seram (Non-Bula) Block
production sharing contract in Indonesia. 
 
The well is currently flowing oil at about 600 barrels per day increasing field
production to 3,100bopd (78bopd net to Lion). 
 
Further production increases could come from Phase 3 of the Oseil field
development, which has been approved by the Indonesia regulator and is
economically attractive at current oil prices. 
 
The six development wells target undrained oil within the Oseil-2 area of the
Oseil field.  
 
Each well is expected to access Reserve of between 0.4 million and 0.6 million
barrels of oil. 
 
"The result of Oseil-27 has exceeded expectations and highlights the potential
of the Oseil field which is now producing at approximately 3,100bopd,"
managing director Kim Morrison said. 
 
"With the formal approval of Phase 3, the joint venture is currently considering
additional development drilling opportunities with potential to significantly
increase field production." 
 
Testing is ongoing at the Lofin-2 oil and gas appraisal well. 
 
Oseil-27 Development well 
 
Oseil-27 was proposed based on the success of two prior development wells in
the same area; Oseil-21 and Oseil- 26.  
 
The initial pre- drill production rate was forecast to be 500bopd and accessing 0.505 million barrels of oil.  
 
The well was drilled as a deviated well from the Oseil-15 drilling pad.  
 
While final numbers are still being compiled, the well cost has come in significantly under the original budget estimate of
US$13.6 million. 
 
Given the existing operating facilities at Seram the incremental operating costs of the additional well are estimated to be
under $10 barrel. 
 
The primary objective Manusela Formation was encountered at 1870 metres with good gas and oil shows encountered. 

 
After setting the 7" liner, losses were encountered while drilling 6 1/8" hole through the Manusela Formation to total
depth suggesting high fracture density. The well reached a total depth of 2241 metres. 
 
Oseil Oil Field 
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Lion has a 2.5% interest in the Seram (Non-Bula) Block PSC that contains the Oseil oilfield and surrounding structures
that have yielded cumulative crude oil production of 13,349,119 barrels since production started in January 2003
through to 31 March 2015. 
     
The operator of the joint venture is CITIC Seram Energy Ltd (51%), and other partners are KUFPEC (Indonesia) Ltd
(30%) and Gulf Petroleum Investment (16.5%). 
     
Investment in the Oseil field Phase 1 Development commenced in January 2000 and Phase 2 in March 2004.  
 
The area of Phase 1 and Phase 2 Development covered the Oseil-1/4 and Oseil- 2 areas and provided for the drilling of
18 wells, which have been drilled. 
 
The field is currently producing approximately 3,100bopd (78bopd net to Lion) from 16 wells.  
 
Production is currently constrained by a faulty pump on the Oseil-26 well and planned remediation of this well, currently
underway, should add about 200bopd to production. 
 
Proved and Probable Reserves are estimated at 172,675 barrels net to Lion. 
 
Phase 3 Development 
 
The joint venture has secured all external approvals for a third phase of development drilling on the Oseil field. 
 
This includes the drilling of up to 10 additional horizontal wells, four of which have already been drilled under a
negotiated arrangement with the regulatory body prior to approval of Phase 3 
 
The estimated total cost of the remaining six Phase 3 wells and related facilities is US$67.97 million (US$1.7 million net
to Lion).  
 
It is expected that the operator will stage the drilling program such that these capital costs can be financed by the free
cash flow from the existing production revenues.  
 
Drilling of the wells will be contingent upon positive outcomes of the earlier wells in the program. 
 
Oseil-28 is proposed as the next well to be drilled and is currently under review by the joint venture. 
 
South Block A 
 
Separately, Lion advised that the Indonesian Ministry of Energy and Mineral Resources has approved a 19-month
extension to the exploration period of Peak Oil and Gas' (ASX:PKO) South Block A PSC in Indonesia. 
 
The exploration period will now end on 4th December 2016 and allows the PSC contractor further time to drill one
exploration well to fulfil the PSC firm commitment. 
 
Lion has a 35% interest in South Block A. 
 
The planned shallow well will target oil on the Paya Bili structure where small volumes of oil were produced during the
early 1900s. 
 
South Block A is located in the prolific North Sumatra Basin close to existing pipeline and facilities. 
 
Analysis 
 
The successful Oseil-27 development well and the upcoming Phase 3 development wells could increase Lion Energy's
near-term cashflow. 
 
This will in turn support its longer term, higher reward unconventional exploration in Indonesia. 
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Lion is well-funded with $4.1 million in cash as at 31st March 2015. 
 
 
Proactive Investors Australia is the market leader in producing news, articles and research reports on ASX emerging
companies with distribution in Australia, UK, North America and Hong Kong / China. 
  

You understand and agree that no content published constitutes a recommendation that any particular security, portfolio of securities, transaction, or investment

strategy is suitable or advisable for any specific person. You further understand that none of the information providers or their affiliates will advise you

personally concerning the nature, potential advisability, value or suitability of any particular security, portfolio of securities, transaction, investment strategy, or

other matter.

You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including company related products

and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that contributors

may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases where the position

is held at the time of publication and such position is known to the Company, appropriate disclosure is made. 

However, you understand and agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written

about. You understand that price and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that

neither such data nor such calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be

complete or accurate.

From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be selective, may

reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published information and

data may not be current and should not be relied upon.

The contributors make every effort to ensure that the information and material contained in this report is accurate and correct and has been obtained from

reliable sources. However, no representation is made about the accuracy or completeness of the information and material and it should not be relied upon as a

substitute for the exercise of independent judgment. Proactive Investors does not accept any liability, including negligence, for any loss or damage arising from

the use of, or reliance on, the material contained in this report.  There are general risks associated with any investment in securities. Investors should be aware

that these risks might result in loss of income and capital invested. 

WARNING: No recipients should rely on any recommendation (whether express or implied) contained in this document without obtaining specific advice from

their advisers. All investors should therefore consider the appropriateness, in light of their own objectives, financial situation and/or needs, before acting on the

advice. 

DISCLOSURE: The Company, its directors, associates, employees or representatives may not effect a transaction upon its or their own account in the

investments referred to in this report or any related investment until the expiry of 24 hours after the report has been published.

www.proactiveinvestors.co.uk www.proactiveinvestors.com www.proactiveinvestors.ru www.proactiveinvestors.de www.proactiveinvestors.com.hk

United Kingdom North America Russia Germany China

Proactive Investors Ltd 44A Shelbourne Road Bournemouth, BH8 8QY United Kingdom Company No. 05639690 VAT No. 87207082

http://www.proactiveinvestors.co.uk
http://www.proactiveinvestors.com
http://www.proactiveinvestors.ru
http://www.proactiveinvestors.de
http://www.proactiveinvestors.com.hk
http://www.proactiveinvestors.co.uk
http://www.proactiveinvestors.com
http://www.proactiveinvestors.ru
http://www.proactiveinvestors.de
http://www.proactiveinvestors.com.hk

