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Lion Energy Ltd (LIO) 
 

Lofin-2 Appraisal Well to Spud in September  

LIO delivered a solid June quarter highlighted by the successful completion of the Oseil-21 

well which is currently producing in line with pre-drill expectations of 500bopd. Drilling 

activity is set to commence in the near term with the Lofin-appraisal well due to spud in 

September 2014 which will be followed by the South Block A oil prospect late 2014/early 

2015. We maintain our Speculative Buy recommendation with a slightly reduced price target 

(cash update and exploration risking) of $0.36/sh (previously $0.40/sh).  

 

 

Key Points: 

 

 Solid quarter of production and revenue. LIO delivered a solid June quarter with gross 

production from the Seram Project (2.5% LIO) delivering 2,818 bopd (70bopd net to LIO). 

LIO’s net share of oil revenue was US$841,613 from the total lifting of 357,786 bbls oil (8,945 

bbls oil net to LIO) with a realised oil price of US$94.09/bbl. LIO finished the June Quarter 

with ~$5.8m cash. 

 

 Seram production provides solid foundation. One development well (Oseil-21) was 

completed during the June Quarter which is producing at the estimated pre-drill well 

economics of 500bopd. In our view, production from the Seram project provides a strong 

foundation for LIO’s overall portfolio.  

 

 Lofin-2 appraisal well to spud in late September. The key near term appraisal target which 

could deliver material reserves in the Seram PSC will be the Lofin-2 appraisal well (expected 

to spud late September) located in the West of the PSC. Lofin-2 will appraise the Lofin-1 

discovery which flowed gas (15.7mmscf/d) and condensate/oil (171bopd) on test. P50 

prospective resources are 5.13mmbbls/ 0.128mmbbls LIO share oil and there is significant 

upside beyond this in the case of a high side hydrocarbon column outcome. The gross well 

cost is estimated to be ~$30m or $0.75m LIO share.  
 

 South Block A (SBA) oil prospect provides upside of over 10/c unrisked. The 2D seismic 

program was completed on 2 April 2014 in SBA delineating four leads with total P50 

prospective resources of 429bcf gas and 47mmbbls liquids (150bcf gas and 16.4mmbbls 

liquids net to LIO). LIO plans to spud a shallow oil target late 2014/early 2015 which 

could provide material upside of over 10c/sh (assuming a volume estimate of 5mmbbls 

oil).   
 

 Unconventional Joint Study Applications (JSA’s) to be awarded by year end. LIO 

believes three out of the four unconventional JSA’s could be awarded by year end which we 

believe provides a material catalyst for LIO given the blue-sky upside potential. Furthermore, 

we believe there is potential for a cross assignment of equity for conventional and 

unconventional permits across these JSA’s.   
 

 Key near term catalysts. 1) Lofin-2 appraisal well spud (September 2014), 2) Award of 

unconventional JSA’s (3Q/4Q CY14) and 3) South Block A prospect spud (4Q CY14/1Q 

CY15).    

 

07 August 2014 
 

RECOMMENDATION       

Speculative Buy 
 
 

12 month price target           $0.36/sh 
 

12 month volume                         5m 
12 month share low            12c 
12 month share high                    20c 
 
Market Risk             High 
Liquidity Risk          Medium 
Infrastructure Risk         Medium 
Country Risk              High 
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ISSUED CAPITAL 

ASX          LIO 
Share price         20c 
Mkt cap

1               
$19m 

Ordinary shares on issue              95m 
Options

2
                            4m 

1  Undiluted                                   Source: IRESS 
2  Various dates and strike prices 
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Lofin-2 Appraisal Well to Spud in September  

 

The key near term appraisal well which could deliver material reserves in the Seram PSC will be the 

Lofin-2 appraisal well located in the West of the PSC. Lofin-2 will appraise the Lofin-1 discovery which 

flowed gas (15.7mmscf/d) and condensate/oil (171bopd) on test. Lofin-1 was drilled to a total depth 

(TD) of 4,427 metres and encountered a gross hydrocarbon column of 160 metres. The well is 

interpreted to still be in hydrocarbons at TD and there is potential for the column to extend significantly 

beyond this depth. P50 prospective resources are 5.13mmbbls/ 0.128mmbbls LIO share oil and there 

is significant upside beyond this in the case of a high side hydrocarbon column outcome. The Lofin-2 

appraisal well is due to spud in late September 2014 and has an estimated drilling time of around 134 

days. The key risks for the well include uncertainty surrounding the oil/water contact and reservoir 

deliverability. The gross well cost is estimated to be ~$30m or $0.75m LIO share.  

 

 

 

Figure 1: Lofin Discovery                                                                                                   Source: LIO 
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Disclosure                                                                                                         RCAN1209 

 
 
This Research report, accurately expresses the personal view of the Author.  All the information utilised in this report is accurate and current at the date 
stated on this report. 
 
DJ Carmichael Pty Limited, members of the Research Team, including authors of this report, its directors and employees advise that they may hold 
securities, may have an interest in and/or earn brokerage and other benefits or advantages, either directly or indirectly from client transactions in stocks 
mentioned in this report. DJ Carmichael Pty Limited acts as a Corporate Adviser to Lion Energy Ltd and is paid a fee for this service.  
 
DJ Carmichael Pty Limited is a wholly owned subsidiary of DJ Carmichael Group Pty Limited ACN 114 921 247.  
 
In accordance with Section 949A of the Corporations Act 2001 D J Carmichael Pty Limited advise this email contains general financial advice only.  In 
preparing this document D J Carmichael Pty Limited did not take into account the investment objectives, financial situation and particular needs (‘financial 
circumstances’) of any particular person.  Accordingly, before acting on any advice contained in this document, you should assess whether the advice is 
appropriate in light of your own financial circumstances or contact your D J Carmichael Pty Limited adviser.  D J Carmichael Pty Limited, its Directors 
employees and advisers may earn brokerage or commission from any transactions undertaken on your behalf as a result of acting upon this information.  
D J Carmichael Pty Limited, its directors and employees advise that they may hold securities, may have an interest in and/or earn brokerage and other 
benefits or advantages, either directly or indirectly, from client transactions. D J Carmichael Pty Limited believe that the advice herein is accurate however 
no warranty of accuracy or reliability is given in relation to any advice or information contained in this publication and no responsibility for any loss or  
damage whatsoever arising in any way for  any representation, act or omission, whether express or implied (including responsibility to any persons by 
reason of negligence), is accepted by  DJ Carmichael Pty Limited or any officer, agent or employee of D J Carmichael Pty Limited. This message is 
intended only for the use of the individual or entity to which it is addressed and may contain information that is privileged, confidential and exempt from 
disclosure under applicable law. If you are not the intended recipient or employee or agent responsible for delivering the message to the intended 
recipient, you are hereby notified that any dissemination, distribution or copying of this communication and its attachments is strictly prohibited.  
 
The Author of this report made contact with Lion Energy Ltd for assistance with verification of facts, admittance to business sites, access to 
industry/company information.  No inducements have been offered or accepted by the company.    
 
 
The recommendation made in this report is valid for four weeks from the stated date of issue.  If in the event another report has been constructed and 
released Lion Energy Ltd, the new recommendation supersedes this and therefore the recommendation in this report will become null and void. 
 
Recommendation Definitions 
SPECULATIVE BUY – 10% out-performance, but high risk 
BUY – 10% out-performance 
ACCUMULATE – 10% or more out-performance, buy on share price weakness 
HOLD – 10% underperformance to 10% over performance 
SELL – 10% or more underperformance 
Period: During the forthcoming 12 months, at any time during that period and not necessarily just at the end of those 12 months. 
 
Stocks included in this report have their expected performance measured relative to the ASX All Ordinaries index.  DJ Carmichael Pty Limited’s 
recommendation is made on the basis of absolute performance.  Recommendations are adjusted accordingly as and when the index changes. 
 
To elect not to receive any further direct marketing communications from us, please reply to this email and type 'opt out ' in the subject line. Please allow 
two weeks for request to be processed. 
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