Comet Ridge (COI)

Rating: Buy | Risk: High | Price Target: $0.40

ShawandPartners

Drilling and reserve catalysts coming up

Key Information

Current Price ($ps) 0.24
12m Target Price (Sps) 0.40
52 Week Range (Sps) 0.08-0.29
Target Price Upside (%) 66.7%
TSR (%) 66.7%
Reporting Currency AUD
Market Cap ($m) 148
Sector Energy
Avg Daily Volume (m) 0.8
ASX 200 Weight (%) 0.01%
Fundamentals
YE 30 Jun (AUD) FY17A FY18E FY19E FY20E
Sales ($m) 0 0 0 0
NPAT (Sm) (4) (3) (3) (3)
EPS (cps) 0.0 (0.5) (0.5) (0.5)
EPS Growth (%) 1.1% 1.1%
DPS (cps) (AUD) 0.0 0.0 0.0 0.0
Franking (%) 100%  100%  100%  100%
Ratios
YE 30 Jun FY17A  FY18E FY19E FY20E
P/E (x) nm (50.2) (50.8) (51.3)
EV/EBITDA (x) (22.0)  (50.5) (53.8) (54.8)
Div Yield (%) 0.0% 0.0% 0.0% 0.0%
Payout Ratio (%) nm 0.0% 0.0% 0.0%
Price Performance
YE 30 Jun 1Mth 2Mth 3Mth 1Yr
Relative (%) 3.3% (4.2%) (15.9%) 174.0%
Absolute (%) 4.3% (2.0%) (12.7%) 182.4%
Benchmark (%) 1.0% 2.2% 3.2% 8.4%
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Major Shareholders
MCKAY JAMES ALLAN VINCENT 6.0%
Brixia Investments Ltd. 4.1%
GILBY ANTHONY RECHKA 3.8%
Villiers Queensland Pty Ltd. 3.1%
Norfolk Enchants Pty Ltd. 2.6%

Stuart Baker | senior Analyst
+613 9268 1148
sbaker@shawandpartners.com.au

Event
December Quarter Activity report and outlook for Q2. There are no changes to our
earnings estimates or $0.40 target price.

Highlights

COl has no production or revenue. It is focused on appraisal and bringing to
production the Mira/Mahalo coal seam gas (CSG) field in Queensland’s Surat-Bowen
basin. COI has a 40% interest in this, with APLNG and Santos 30% each.

At December 31, the cash position was A$13.8M, with nil debt. Capex in the quarter
was $2.4M to complete the Mira wells and hook-up surface facilities for de-watering
and gas production. During the quarter, COl issued 56m shares at 23.5c, by way of
placement and SPP, raising a total of A$12.6M net of costs, to fund planned 2018
exploration activity.

At the Mira CSG pilot project, 4 wells have been re-completed, with gas rates steadily
increasing as the wells de-water. The 2017 work program is complete and included
under-reaming and completion of vertical wells Mira 3,4 and 5, and drilling Mira6
horizontal well to intersect Mira2 vertical well-bore with the objective of accelerating
the de-watering process.

Reserve and resource bookings, which the company expects at the completion of the
testing and appraisal phase, have yet to be concluded. The last well (Mira6-
horizontal) only commencing de-watering on December 10, with gas flows two days
later, so it will take time to gather and assess all the data. COI advise that it will
provide a further performance update in early February and results from the
completed work program are expected to add “significant” reserves in the first
quarter of 2018.

The company targets a reserve conversion of 200 PJ. Reserve upgrades would deliver
a step-wise increase in value, some of which is already impounded in our view. We
figure around ~100 PJ is already in the price, but this is a subjective assessment. The
key objective for COl, is to elevate rates and reserves to a level to justify commercial
production, initially through the pre-existing pipeline 14km to the east. The pipeline
connects the Surat Basin to domestic gas and LNG hubs at Gladstone and the south.
Upcoming is conventional gas exploration in the Galilee basin, following farm-out to
E&P start-up, Vintage Energy. Vintage will contribute $8.5M to earn up to 30%, in a
two-stage farm-in commencing with the drilling of a well Albany#1. Equipment has
been ordered and a rig contract is expected to be signed in February, with drilling to
commence shortly thereafter. The Albany prospect is a conventional gas target,
designed to follow-up on gas shows recorded at a nearby well, Lake Carmichael#1,
which was drilled by previous license owners in 1995. The Albany target has a 3C
resource estimate of 417 PJ.

Although progress in the Surat basin at Mira is of primary interest to investors, COl is
exposed to two other gas resource regions. In the Galilee basin, success at the Albany
well could catalyse a re-rating of the region in general. In NSW, there are
encouraging signs that the various CSG operators may win stakeholder support
needed to kick-start activity. We think acreage in the Galilee and central NSW are
sleeper assets

Recommendation
We retain a Buy and 40c price target. COI is reasonably well capitalised (vs peers) has a

very large uncommitted resource base of >3200 PJ, and there are immediate catalysts in

the form of reserve / resource upgrades at Mira, and drilling at Albany in Q2.

Shaw and Partners

COI — Equity Report —05/02/2018 — Pg. 1



Financial Year End: 30 June

ShawandPartners

Comet Ridge

Energy

Energy

FactSet: COI-AU / Bloomberg: COI AU

Key Items Data
Recommendation BUY
Risk HIGH
Price (Sps) 0.24
Target Price (Sps) 0.40
52 Week Range (Sps) 0.08-0.29
Shares on Issue (m) 618
Market Cap ($m) 148
Enterprise Value ($m) 151
TSR (%) 66.7%
Valuation NPV Data
Valuation (Sm) 246
Valuation per share (cps) (AUD) 0.40

Company Description

Comet Ridge is an exploration company with gas reserves
and resources and prospective acreage in eastern
Australia.
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Investment Summary (AUD) FY16A  FY17A FY18E FY19E FY20E
EPS (Reported) (cps) (0.7) (0.6) (0.5) (0.5) (0.5)
EPS (Underlying) (cps) 0.0 0.0 (0.5) (0.5) (0.5)
EPS (Underlying) Growth (%) 1.1% 1.1%
PE (Underlying) (x) nm nm (50.2) (50.8) (51.3)
EV / EBIT (x) (7.7) (20.7) (50.1) (53.4) (54.5)
EV / EBITDA (x) (8.4) (22.0) (50.5) (53.8) (54.8)
DPS (cps) (AUD) 0.0 0.0 0.0 0.0 0.0
Dividend Yield (%) 0.0% 0.0% 0.0% 0.0% 0.0%
Franking (%) 100% 100% 100% 100% 100%
Payout Ratio (%) nm nm 0.0% 0.0% 0.0%
Profit and Loss (AUD) (m) FY16A FY17A FY18E FY19E FY20E
Sales 0 0 0 0 0
Other Operating Income 0 0 0 0 0
EBITDA (3) (3) (3) (3) (3)
EBITDA Margin (%) nm nm nm nm nm
Depreciation & Amortisation (0) (0) 0 0 0
EBIT (4) (4) (3) (3) (3)
EBIT Margin (%) nm nm nm nm nm
Net Interest 0 0 (0) (0) (0)
Pretax Profit (4) (4) (3) (3) (3)
Tax 0 0 0 0 0
Tax Rate (%) 0.0% 0.0% 0.0% 0.0% 0.0%
Minorities 0 0 0 0 0
NPAT Underlying (4) (4) (3) (3) (3)
Significant Items 0 0 0 0 0
NPAT Reported (4) (4) (3) (3) (3)
Cashflow (AUD) (m) FY16A FY17A FY18E FY19E FY20E
EBIT (4) (4) (3) (3) (3)
Payments to Suppliers (2) (1) (3) (3) (3)
Receipts from Customers 0 0 (0) (0) (0)
Tax Paid 0 0 0 0 0
Net Interest 0 0 0 0 0
Depreciation & Amortisation 0 0 0 0 0
Operating Cashflow (2) (1) (3) (3) (3)
Capex (3) (2) (6) (5) (5)
Acquisitions and Investments 0 0 0 0 0
Disposal of Fixed Assets/Investments 0 0 0 0 0
Other 0 0 0 0 0
Investing Cashflow (3) (2) (6) (5) (5)
Equity Raised / Bought Back 0 7 13 0 7
Dividends Paid 0 0 0 0 0
Change in Debt 0 0 0 0 0
Other 0 0 0 0 0
Financing Cashflow 0 7 13 0 7
Exchange Rate Effect 0 0 0 0 0
Net Change in Cash (4) 4 4 (8) (1)
Balance Sheet (AUD) (m) FY16A FY17A FY18E FY19E FY20E
Cash 2 6 10 2 1
Accounts Receivable 0 1 0 0 0
Inventory 1 1 1 1 1
Other Current Assets 0 0 0 0 0
PPE 41 44 50 54 59
Investments 0 0 0 0 0
Other Non Current Assets 0 0 0 0 0
Total Assets a4 51 60 57 61
Accounts Payable 0 2 0 0 0
Short Term Debt 0 0 0 0 0
Long Term Debt 0 0 0 0 0
Income Taxes Payable 0 0 0 0 0
Other 14 17 16 16 16
Total Liabilities 15 18 16 16 16
Total Shareholder Equity 29 33 a4 41 44
Ratios FY16A FY17A FY18E FY19E FY20E
ROIC (%) 0.0% 0.0% 0.0% 0.0% 0.0%
Gearing (%) (5.8%) (22.6%) (30.5%) (5.3%) (1.7%)
Net Debt / EBITDA (x) 0.5 1.8 34 0.7 0.2
Price to Book (x) 1.0 2.4 3.7 4.0 3.7
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ShawandPartners

Rating Classification

Buy Expected to outperform the overall market

Hold Expected to perform in line with the overall market

Sell Expected to underperform the overall market

Not Rated Shaw has issued a factual note on the company but does not have a recommendation

Risk Rating

High Higher risk than the overall market — investors should be aware this stock may be speculative
Medium Risk broadly in line with the overall market
Low Lower risk than the overall market

RISK STATEMENT: Where a company is designated as ‘High’ risk, this means that the analyst has determined that the risk profile for this company is
significantly higher than for the market as a whole, and so may not suit all investors. Clients should make an assessment as to whether this stock
and its potential price volatility is compatible with their financial objectives. Clients should discuss this stock with their Shaw adviser before making
any investment decision.

Disclaimer

Shaw and Partners Limited ABN 24 003 221 583 (“Shaw”) is a Participant of ASX Limited, Chi-X Australia Pty Limited and holder of Australian
Financial Services Licence number 236048.

ANALYST CERTIFICATION: The Research Analyst who prepared this report hereby certifies that the views expressed in this document accurately
reflect the analyst's personal views about the Company and its financial products. The Research Analyst has not been, is not, and will not be
receiving direct or indirect compensation for expressing the specific recommendations or views in this report. As at the date of this report the
Research Analyst does not have an interest in the financial products of the Company.

DISCLAIMER: This report is published by Shaw to its clients by way of general, as opposed to personal, advice. This means it has been prepared for
multiple distribution without consideration of your investment objectives, financial situation and needs (“personal circumstances”). Accordingly,
the advice given is not a recommendation that a particular course of action is suitable for you and the advice is therefore not to be acted on as
investment advice. You must assess whether or not the advice is appropriate for your personal circumstances before making any investment
decisions. You can either make this assessment yourself, or if you require a personal recommendation, you can seek the assistance of your Shaw
client adviser. This report is provided to you on the condition that it not be copied, either in whole or in part, distributed to or disclosed to any
other person. If you are not the intended recipient, you should destroy the report and advise Shaw that you have done so. This report is published
by Shaw in good faith based on the facts known to it at the time of its preparation and does not purport to contain all relevant information with
respect to the financial products to which it relates. Although the report is based on information obtained from sources believed to be reliable,
Shaw does not make any representation or warranty that it is accurate, complete or up to date and Shaw accepts no obligation to correct or update
the information or opinions in it. If you rely on this report, you do so at your own risk. Any projections are estimates only and may not be realised
in the future. Except to the extent that liability under any law cannot be excluded, Shaw disclaims liability for all loss or damage arising as a result of
any opinion, advice, recommendation, representation or information expressly or impliedly published in or in relation to this report
notwithstanding any error or omission including negligence. This publication has been prepared in accordance with Shaw’s Research Policy. A copy
of the Policy can be found at www.shawandpartners.com.au.

DISCLOSURE: Shaw will charge commission in relation to client transactions in financial products and Shaw client advisers will receive a share of
that commission. Shaw, its authorised representatives, its associates and their respective officers and employees may have earned previously, or
may in the future earn fees and commission from dealing in the Company's financial products.
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Telephone: +61 2 9238 1238  Telephone: +61 3 9268 1000  Telephone: +61 7 3036 2500  Telephone: +61 8 6188 7643  Telephone: +61 8 7109 6000  Telephone: +61 2 6113 5300
Fax: +61 2 9232 1296 Fax: +61 3 9650 2277 Fax: +61 7 3036 2599 Fax: +61 8 6188 7607 Fax: +61 2 9232 1296 Fax: +61 2 6113 5399
Toll Free: 1800 636 625 Toll Free: 1800 150 009 Toll Free: 1800 463 972 Toll Free: 1800 636 625 Toll Free: 1800 636 625 Toll Free: 1800 636 625
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