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Indices and Prices

All Ordinaries 6,372
Energy Index 11,199
Brent AU$/bbl $ 100
AUS$/US$ $0.716
Live Gold/AU$ $1,781
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Buru Energy

Recommendation: Buru is a
speculative buy on the back of an
active development and exploration
drilling programme over the coming
seven months.

Drilling through until December ‘19
holds potential for significant value and
share price appreciation on success.

Buru Energy (BRU) has outlined more details
around its soon to commence Canning Basin
dry season oilfield development and
exploration drilling programme.

In early May, the company will commence drilling the first of two development wells that
will address the Ungani dolomite reservoir in the vicinity of the Ungani-1 and 2 wells on the
main block of the Ungani oilfield. Each of the two wells is scheduled to take about 21 days
to drill sequentially so as to approach the top of the dolomite reservoir unit at an acute
angle ahead of completion with a horizontal section across the top of the reservoir. The
wells will then be cased and suspended in preparation for completing the wells with short
horizontal sections through the reservoir unit. Once work is complete the drilling rig will
move north east to drill the Yakka Munga wildcat well through July.

About mid-June, a coiled tubing unit employing a down-hole drill-bit motor and steering
technology that is now in common use in North America, will be deployed to site to drill the
final ~200-300 metres of horizontal section through the top of the Ungani dolomite on
each well. Drilling will be undertaken at below reservoir pressure while Ungani crude could
be used as a drilling fluid to reduce costs and avoid damaging the reservoir. While
StockAnalysis estimates that drilling the horizontal sections may take 2-3 days per section,
the entire set-up and testing process is likely to take about a week on each well. If all goes
to plan, flow testing of Ungani-6 & 7 should be possible by August *19.

StockAnalysis estimates that each horizontal Ungani well should provide 5 to 8 times more
contact with the reservoir than do the existing vertical wells. If the programme is
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successful, boosting total Ungani oil flow to ~3,000 BOPD would lift project revenue to
~A$9 million per month and at the current oil price of ~A$100 per barrel, could boost net
income to Buru to about A$26.5 million per annum.
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The big wildcard for 2019 is whether Doriemus will be able to find the $13-$15 million it
needs to earn a 50% interest in EP-487 by funding drilling of a 3,000 metre deep well on
the Butler prospect. If that funding is in place, Buru will sub-contract its rig to Doriemus
for the purpose. The proposed Butler drill location sits about 1,900 metres off the Gibb
River Road to Derby and is just the length of an Olympic swimming pool south of EP-
487's northern boundary with EP-129. This location should be accessible late in the dry
season through until December, if the season is normal. Doriemus would like to drill the
well in September ‘19, which may be after Yakka Munga is drilled but either before or
after Rafael is drilled.

Consultant ERC Equipoise Pte Ltd ("ERCE") is a globally recognised independent specialist
resource assessment consulting group. The partners in EP-487 have joined with Buru to
commission an independent report by ERCE on the Butler prospect, which straddles permit
EP-487 and Buru’s 100% held EP-129.

Reworking good quality but sparse 2D seismic data in the vicinity of the Butler Prospect
reveals potential for generally improved reservoir quality in parts of the Laurel sedimentary
sequence that have been derived from local, more recent sedimentary input. Seismic
mapping by ERCE identifies potential for thick sections of reworked Laurel Formation where
reservoir with good quality porosity and permeability could be encountered in locations
where sediments in-fill an eroded top of underlying units. This potential reservoir, with
thickness of up to 280 metres has been characterised as the “Butler Sand” and ERCE
assigns a 16% probability of success to drilling.

A more extensive, Basin Centred Gas System (BCGS) in deeper tight Laurel sediments
appears to have a total thickness of 1,700 metres, mostly below the Butler Sand, with a
77% probability of technical success. Commerciality of this tight gas would depend on its
cost of extraction and value of gas marketed at that location.

ERCE’s resource evaluation has been confined to sedimentary packages identified on
individual seismic lines, but as the packages are potentially much more widely distributed
and continuous, the Prospective Resources could be considerably larger than has been
allowed by ERCE. An earlier study for Rey Resources (REY) found potential for 28 Tcf of P50
recoverable gas Resources in EP-487 alone.
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other parts of the basin has also been estimated to hold potential to yield a Mean estimated
Resource totalling 5.2 Tcf of gas plus 40 mmbbls of associated condensate with about
22.5% of the available resource estimated to sit within Buru’s 100% held permits.

StockAnalysis estimates that if Buru could retain a 60% interest in EP-129 and if gas has
an insitu value of 40 cents per GJ, a Butler Sand discovery would be worth $1.42 per share
to Buru.

Regional royalty holder Fitzroy River (FZR) also stands to benefit from the programmes
scheduled. StockAnalysis estimates that adding 104 mmbbls of oil resources through work
at Rafael and Yakka Munga has a value of over $0.50 per share to Fitzroy, which holds a
2% royalty interest over the permits while success at the Butler Sand, over which Fitzroy
holds a 3% royalty, would also be worth >$0.50 per share to Fitzroy.
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Disclaimer

The information or advice (including any financial product advice) herein is believed to be reliable and accurate when issued however, Strachan Corporate Pty Ltd ABN 39
079812945; AFSL 259730 (“Strachan”), does not warrant its completeness, reliability or accuracy. Strachan, its Directors and their Associates from time to time may hold shares
in the securities mentioned in this report and therefore may benefit from any increase in the price of those securities. Opinions and estimates constitute Strachan’s judgment. The
author certifies that the views expressed in this document accurately reflect the analyst's personal views about the subject company and are subject to change without notice.
Strachan, its officers, agents and employees exclude all liability whatsoever, in negligence or otherwise, for any loss or damage relating to this document to the full extent
permitted by law. This material is not intended as an offer or solicitation for the purchase or sale of any financial instrument. The investments and strategies discussed herein
may not be suitable for all investors. In preparing such general advice no account was taken of the investment objectives, financial situation and particular needs of a particular
person. Therefore, before acting on the advice, you should consider the appropriateness of the advice, having regard to your objectives, financial situation and needs. There may
be a product disclosure statement or other offer document for the securities and financial products we write about in StockAnalysis. You should obtain a copy of the product
disclosure statement or offer document before making any decision about whether to acquire the security or product. If you have any doubts you should contact your investment
advisor. The investments discussed may fluctuate in price and changes in commaodity prices and exchange rates may have adverse effects on the value of investments.

Recent Strachan Corporate commissioned research or corporate advisory services have been supplied to the following companies, for which it has received a fee: Real Energy,
Kalina Power, Carnarvon, Sun Resources, Gulf Manganese, Strata-X Energy, Nusantara, Winchester Energy, Empyrean Energy, Pancontinental Oil & Gas, Buru, Sacgasco, Xstate,
Rox Resources and Peel Mining. In addition, over that period Strachan Corporate has delivered lectures at several Universities, provided expert witness statements and
confidential financial services and advice to listed companies, several private investment companies and institutions as well as private investors. Disclosure of interests in these
confidential actions by Strachan Corporate is only appropriate should Strachan Corporate determine a potential for conflict of interest.

The author has small holdings in shares of G88, SUN modest holdings in IGL, DRM, SGC, IGO, TLS, ADX, ANZ, MLX, NAB, FAR & ADI and larger holdings in WPL, PTM, CVN, TDO,
RFX, FZR, RIC & HAV.
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