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88 ENERGY LIMITED (88E)

“North to Alaska, go north, the rush is on”

We initiate coverage of 88 Energy (88E) with a Speculative Buy
recommendation. 88E has established a large acreage position on the
central North Slope of Alaska (Project Icewine) on which the Company will
be attempting to exploit both the conventional and the unconventional
resource potential. Project Icewine comes with the usual exploration risks,
however a combination of extremely attractive fiscal terms, road and
pipeline access, and well established source rocks mean the rewards could
be significant.

Access to infrastructure — roads and pipeline

The limited exploration activity undertaken on the inland part of the central
North Slope is largely because of difficulty accessing land. Importantly both
the Dalton Highway (major north south arterial road), and the Trans Alaskan
Oil Pipeline run through the eastern edge of Project Icewine.

Attractive fiscalterms—-“ The Mor e Al aska
A decline in oil production from Alaska was a motivating factor behind the
state government offering very attractive fiscal terms in order to attract
investment in exploration. In general terms up to 85% cost recovery is
available to explorers from a combination of cash rebates and tax credits.
(85% in CY15, 75% in CY16 and 35% thereafter).

The unconventional potential

88E primary objective is the Hue / HRZ shale, which compares favourably
with established US shale plays based on the key (unconventional) success
factors. These include TOC, porosity, liquids potential, and over-pressure.
We would caution that because of a lack of well data (so few wells) the
“unknowns ar e
understand the engineering challenges of extracting commercial quantities
of oil Re p s ol y on the EatvidlenRiver dDelta G® nailesrfrom
Project Icewine) also reinforces the conventional appeal of the North Slope
albeit with the aid of 3D seismic.

Work program and catalysts

Potential short term catalysts include financing against the cash rebates and
tax credits available to 88E, attracting a farm-in partner, Great Bear results
and of course spudding a well in 4Q CY15. The vertical pilot hole (with
coring), has an AFE of US$16m (US2.4m net of 85% rebate). After paying
the initial lease costs we think 88E currently has cash of A$2m.

Valuation and catalysts

We cannot properly value 88E untili we are more comfortable that
commercial quantities of oil are obtainable (we do not assign a 12-month
target price). There are numerous examples however, of early entrants into
prospective acreage that have generated significant returns for shareholders
(e.g. Aurora and Petrohawk). Exploration risk — geological and commercial —
could negatively impact the stock. Our Speculative Buy recommendation
is driven by the prospectivity of Project Icewineandthea bi | i ty

management to secure a funding solution.
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stablished a large acreage position on the
orth Slope of Alaska on which it will be

pting to exploit both the conventional and
onventional resource potential. A financing
greement, farm-out, Great Bear results and a well are
potential catalysts over the next 6 months.
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SUMMARY MODEL

88 Energy Limited Share Price
88E $ 0.017
Key Market Information
Share Price $0.017
Market Capitalisation Ordinary $19m
Fully Diluted $27m
Current Cash est. $2.0m
Issued Capital 1139.3m
Options 455.0m
Issued Capital (fully diluted all options) 1594.3m
Enterprise Value (EV) $25.1m

Size (Acre) W.I.
98,182 87.50%

Name
Icewine USA

Country State
Alaska

Net acres
85,909

Prospective Resource Estimate

Estimated Prospective Oil Resource
HRZ, HUE, Kingak, & Shublik Shales

Un-risked Risked Mean
MM Boe Low Ave. High Mean  41% PoGS
Gross MMBO) 2443 446.4 813.2 492.5 200.3
88 Energy NET 213.7 390.6 7115 430.9 175.3

Independent Report completed by DeGolyer and MacNaughton

Year Expires Number % ord Avg Price $m unpaid

26-Nov-15 5,000,000 0.3% $ 0.280 $ 1.40
31-Mar-16 5,000,000 0.3% $ 0.450 $ 2.25
10-Apr-16 300,000 0.0% $ 0.700 $ 0.21
22-Apr-16 1,000,000 0.1% $ 0.300 $ 0.30
12-Jun-17 1,000,000 0.1% $ 0.420 $ 0.42
12-Jun-17 2,000,000 0.1% $ 0.280 $ 0.56
12-Jun-17 250,000 0.0% $ 0.160 $ 0.04
22-Oct-17 12,000,000 0.8% $ 0.010 $ 0.12
18-Feb-18 4,800,000 0.3% $ 0.015 $ 0.07
1-Mar-18 20,000,000 1.3% $ 0.014 $ 0.28
2-Mar-18 403,659,650 25.3% $ 0.020 $ 8.07
TOTAL 455,009,650 28.5% $ 0.030 $ 13.73

Jun-15

Speculative Buy

Directors Company Details

David Wall
Michael Evans

Dr Stephen Staley
Brent Villemarette

Managing Director
Non-executive Chairman
Non-executive Director
Non-executive Director

Substantial Shareholders %

Mr Donald Smth 6.1%
Eloten Group 3.5%
Lydian Enterprises 3.3%
D Direct Investment Nominees 2.6%

Investment Summary

88E has established a large acreage position on the central North Slope
of Alaska on which it will be attempting to exploit both the conventional
and unconventional resource potential. The project is high risk given the
lack of exploration in the area however a combination of extremely
attractive fiscal terms, road and pipeline access and well established
source rocks mean the rewards could be significant.

Potential Newsflow Event

2Q CY15 Secure Alaskan acreage

3Q CY15 Financing deal - against tax rebates
Farm-out or other funding outcome
Great Bear well results

4Q CY15 Well spud

Quarterly Cash Flow- Historical

FY14 FY15
A$ m 2Q 3Q 4Q 1Q 2Q 3Q
Beginning 1.62 6.09 3.55 14.63 1.27 0.80
Operating -1.47 -2.24 -1.47 -14.12 -0.88 -1.07
Investing 0.00 -0.30 3.21 0.38 -0.71 0.00
Financing 5.97 0.00 9.34 0.37 112 6.22
End 6.09 3.55 14.63 1.27 0.80 6.24

Analyst: Simon Andrew
Phone: +618 9286 3020

Sources: IRESS, Company Information, Hartleys Research

Last Updated: 16/06/2015
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Initiate coverage wit
a Yeculative Buy

Circal0Q000 acres
with high equity
initially87.5%

Close to road and
pipeline infrastructur

Attractive fiscal term
offered by the State
Alaska

Early entry into wha
could be a significar
unconventional play
but largely untested
plussignificant
conventional upside

Several catalysts to
move the share pric

INVESTMENT THESIS

We initiate coverage of 88 Energy (88E) with a Speculative Buy recommendation.
88E has established a large acreage position on the central North Slope of Alaska
on which it will be attempting to exploit both the conventional, and the
unconventional resource potential. The project is high risk given the lack of
exploration in the area; however, a combination of extremely attractive fiscal
terms, road and pipeline access, and well established source rocks mean the
rewards could be significant.

Large acreage position. 88E together with joint venture partner Burgundy
Xploration LLC (Burgundy) have signed and retuned Acreage Award documents
pertaining to 63 tracts of, and totalling approximately 89, 542 acres. Upon
issuance of the lease documents 88E (via its Alaskan subsidiary) will be assigned
an initial 87.5% working interest in this land in addition to 6 additional tracts
previously awarded to Burgundy. Burgundy will retain a 4% Overriding Royalty
over all 69 tracts. 88E has paid US$2.98m (total of US$3.5m including a US$0.5m
deposit) to the State of Alaska for acreage costs, and first year rentals. The total
acreage position leased by the JV will total 98,182 acres.

Access to infrastructure i roads and pipeline. The limited exploration activity
undertaken on the inland part of the central North Slope is largely because of the
difficult in accessing land. Importantly both the Dalton Highway (major north south
arterial road), and the Trans Alaskan Oil Pipeline run through the eastern edge of
Project Icewine.

Attractive fiscal terms T A The Mor e Al aska Frdectina i toil
production from Alaska was a motivating factor behind the state government
offering very attractive fiscal terms in order to attract investment in exploration. In
general terms, a combination of cash rebates, and tax credits on exploration
entitles operators (85% in CY15, 75% in CY16 and 35% thereafter).

Prospective i both conventional and un-conventional potentia. 8 8 E’ s pr i mar

objective is the Hue / HRZ shale, which compares favourably with other
established US shale plays, based on the key (unconventional) success factors.
These include TOC, porosity, liquids potential, and over-pressure. We would

caution that bec ause of a |l ack of we | | dvens are
signi fi canttwil takertime far bperatord to understand the engineering
chall enges of extracting commercialyog

the Colville River Delta (60 miles from Project Icewine) also reinforces the
conventional appeal of the North Slope albeit with the aid of 3D seismic.

Potential short term catalysts include financing against the cash rebates
and tax credits available to 88E, attracting a farm-in partner, Great Bear
results and of course spudding a well in 4Q CY15. The vertical pilot hole (with
coring), has an AFE of US$16m (US2.4m net of 85% rebate). After paying the
initial lease costs we think 88E currently has a cash of approxiately A$2m.

We cannot properly value 88E until we are more comfortable that commercial
guantities of oil are obtainable (we therefore do not assign a 12-month target
price). There are numerous examples however, of early entrants into prospective
acreage that have generated significant returns for shareholders (e.g. Aurora and
Petrohawk). Likewise, exploration risk — geological and commercial — could
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negatively impact the stock. Our Speculative Buy recommendation is driven by
the prospectivity of Project Icewine andtheabi | ity of 88Ed&ds man:
secure a funding solution.
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PROJECT ICEWINE

86,000 net acres in a Upon execution of final lease agreements (expected within weeks), 88E is set to

emerging
unconventional oil
playwith known
conventionglotential

become the operator of Project Icewine. The project consists of 98,182 acres
situated 40 miles to the south of the prolific Prudhoe Bay oil fields. 88E will have an
87.5% working interest, and a 73% revenue interest in the project. As illustrated in
Figure 1, Project Icewine is strategically located near the Dalton Highway, and the
Trans Alaskan crude oil pipeline.

Initial acquisition. 88E together with joint venture partner Burgundy have signed
and retuned Acreage Award documents pertaining to 63 tracts of land totalling
89,542 acres. Upon issuance of the lease documents 88E (via its Alaskan
subsidiary) will be assigned an 87.5% working interest in this land in addition to 6
additional tracts previously awarded to Burgundy. The total acreage position leased
by the JV will total 98,182 acres. Upon spud of the first well on Project Icewine 88E
must assign a further 9.7% participating interest in the project to Burgundy thus
reducing 88E's interest to 77.8%.

The initial lease term will be 10 years with a 16.5% (12.5% State of Alaska, and 4%
Burgundy) royalty attached. Annual lease payments amount to US$10/acre over the
life of the 10-year lease term. Based on information from the Alaskan Department of
Natural Resources (Division of Oil & Gas), Burgundy bid between US$25 and US$28
per acre across the various tracts. 88E has paid US$2.98m (total of US$3.5m
including a US$0.5m deposit) to the State of Alaska for acreage costs and first year
rentals.

In addition 88E has entered into a Net Profits Partnership Agreements whereby
Burgundy will receive an escalating percentage of 88E’s profit associated with
Project Icewine.

Fig. 1: North Slope Alaska Location Map
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Access to infrastructure i roads and pipeline. The limited exploration activity
undertaken on the inland part of the central North Slope is largely because of the
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difficult in accessing land. Importantly both the Dalton Highway (major north south
arterial road) and the Trans Alaskan Oil Pipeline run through the eastern edge of
Project Icewine. In addition a gravel drill pad already exists less than 200m off the
Dalton Highway (see Figure 2).

Fig. 2: Satellite image of existing drill pad
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Icewine #1 : potential well location

Icewine acreage — Mile/Markeri39. '’
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Source: 88 Energy
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ALASKA — A UNIQUE FUNDING MODEL

The decline in oil production from Alaska (see figure 3) has been the primary driver
of the very attractive fiscal terms offered by the State of Alaska. In April 2013 the
Alaska Legislature passed the More Alaska Production Act (MAPA), which
effectively replaces the ACES tax framework. Like the ACES program, under MAPA,
88E can fund up-front exploration expenditure against the receivables due under the
various exploration incentive schemes. Securing a funding facility against this
rebate would, in our view, represent a significant catalyst for the share price.

Attractive fiscal term
driven by declining
production from
Alaska

The key provisions contained in the MAPA act are outlined in Figure 4. The most
relevant to 88E are the exploration credits available, and the net operating loss
credit. The State of Alaska has also implemented a mechanism via which operators
can borrow against the receivables generated by these two exploration incentives.
88E can effectively claim up to 85% of its expenditure in CY15, and 75% in CY16.

ASX listed Rampart Energy (RTD) negotiated a US$50m funding facility from Melody
Capital Partners LP to fund its Alaskan exploration program in 2013. The facility
could be drawn against receivables due to be recovered by RTD under the ACES
program.

Fig. 3: Alaskan Oil Production
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Source: Alaska Department of Natural Resources

Fig. 4: More Alaska Production tax i Major Provisions

i1 Eliminated the progressive portion of the production tax on oil and gas produced
after January 1, 2014.

Changed the tax rate from a sliding 25% - 75% to a flat 35%.

Companies that incur net losses from leases or properties that contain
land north of 68 degrees North latitude will earn a credit of 45% of those
losses; on January 1, 2016, the credits for these losses changes to 35%.

1 The exploration credit under AS 43.55.025(a) (1)-(4) is extended through
January 1, 2022 for areas outside the North Slope and Cook Inlet. This is a
refundable credit of 30% or 40% of eligible seismic, and well exploration
expenditures.

1 Created incentive for new oil production:

0 20% - 30% of the gross value at the point of production for oil produced
from (1) units formed after Jan. 1, 2003 (2) new participating areas (3)
expansions of participating areas in units formed before Jan. 1, 2003.

0 $0 - $8 for non-GVR(aka GRE) oil (i.e. Legacy production)
Source: State of Alaska
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PROSPECTIVITY AND RESOURCE POTENTIAL

88E's primary objective is the Hue [/ HRZ
other established US shale plays, based on the key (unconventional) success

factors. These include TOC, porosity, liquids potential, and over-pressure. We would
caution that because of a lack of we | | d
significant?” and that It wi || take time f
challenges of extracting commercial quantities of oil.

Alaska Well The conventional oil potential of the North Slope of Alaska has been well
estdlished established via the giant Prudhoe Bay and Alpine fields. Petroleum News
(APumping up TAPS: Bi |l |l i on s)desaribad the getofeend ¢ r u
systems of Northern Alaska as hydrocarbon rich but reservoir poor. The suggestion

being that whilst the traditional plays surrounding the Barrow Arch structural high

have been picked over, operators are starting to have success using 3D seismic to

identify stratigraphic traps. Explorers that are able to identify stratigraphic traps using

3D seismic should have a high chance of success given the well delineated source

rocks of the North Slope.

conventional play
important parts of th
unconventional puzz
already established

The recent results announced by Repsol from its operations on the Colville River

delta (60 miles from Project Icewine) illustrate the conventional potential of
Northern Alaska. The two best wells penetrated significant reservoir sections with
excellent porosity that confirmteidalt hef “tsh e
(wells penetrated 150 feet of net oil pay with average porosity of 25%).

Interest in the unconventional potential is a recent phenomenon. In early 2012
the USGS published a report assessing the potential of three prolific source rocks of
the Alaska North Slope (Assessment of Potential Oil and Gas Resources in
Source Rocks of the Alaska North Slope, 2012, USGS) which highlighted up to
2bn bbls of potential resource.

Fig. 5: Petroleum systems i Alaska North Slope
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Source: AAPG

The study assessed three source rocks — the Shublik (Triassic), Kingak Shale
(Jurassic-Lower Cretaceous), and the Brookian Shale (Cretaceous) — also known as
the Hue / HRZ (primary objective for 88E). These three source rocks are known to
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have charged conventional oil and gas accumulations including the Prudhoe Bay
field, but at the time no attempt had been made to produce directly from the source
rocks.

The conclusions of the USGS work suggest significant un-conventional potential on
the Alaska North Slope. Some of the key conclusions are:

- Qil in conventional accumulations sourced from the Shublik contains low gravity
(29-39° API), and high sulphur oil (1.5%). By contrast conventional reservoirs
charged by the Kingak and Brookian shales generate much lighter oil (35-42°
API), with lower sulphur content (0.3%). 8 8 E6s pr i mariytheoshglesct i v
of the Brookian sequence.

- The three source rocks occur at depths ranging from 3,000 ft on the coast, to
20,000 ft in the foothills of the Brooks Range. Change in depth also impacts
thermal maturity. Importantly Project Icewine sits within the oil window for
all three source rocks.

- The presence of brittle rock | i t h o Is ag imp®tant consideration when
assessing unconventional potential. The
Brookian source rocks include rock types that are brittle and in which natural
fractures are common” 8 8 E6s pr i ma riythessbales af the Breokian
sequence.

- The table in Figure 5 outlines the resource estimate. The P5 — P95 range is so
large because of the lack of drill data available.

Fig. 6: USGS - Alaska North Slope shale-oil assessment results

MM bbl P95 P50 P5 Mean
Shublik 0 428 928 463
Brrokian 0 421 955 449
Kingak 0 0 117 28
Total 0 849 2000 940

Source: USGS

In early 2015 88E engaged Degolyer and MacNaughton to undertake an
i independent resource assessment of Project Icewine. The study assessed the
been mdependeqtly Prospective Oil Resource across the HRZ, Hue, Kingak, and Shublik Shales. Project
assessed as h_avmg Icewine has been independently assessed as having an unconventional Prospective
an unconventional Resource (gross un-risked mean) of 492MM bbl. With a Probability of Geological

Prospectwe_Resourc Success of 41%, the risked mean Prospective Resource is 200MM bbl (gross).
(gross uirisked

mean) of 492MM bb |Fig. 7: Project Icewine - Unconventional Resource Potential

Project Icewine has

Estimated Prospective Oil Resource
HRZ, HUE, Kingak, & Shublik Shales

Unrisked Risked
(41% Probability)
Low Ave. High Mean Risked Mean
Gross MMBO) 244 446 813 493 200
88 Energy NET (MMBO) 214 391 712 431 175

(Basis: 87.5% on award)

Source: 88E, DeGolyer & MacNaughton

The three key source rocks stack up favorably with those of the Bakken and Eagle
Ford (Figure 8). Whilst not a guarantee of success, this comparison does add further
weight to the argument that both the Hue / HRZ, and the Shublik shales could be
prolific producers.
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Fig. 8: Source Rock Comparison

Bakken Eagle Ford Shublik Kingak Hue / HRZ
TOC 10% ave. 2-7% 2-3% ave. 5% ave. 3% ave.
Main Kerogen Type I/11 (oil) 111 (oil) I/11-S (oil) 1I/111 (oil-gas) 11/ (oil-gas)
Oil Gravity, API deg 42 30-50 24-45 40 38
Thickness up to 100ft 50-250ft 0-600ft 175-550ft 100-800ft
Thermal Maturity Imm-Oil-Gas Imm-Qil-Gas Imm-Oil-Gas Imm-Qil-Gas Imm-Qil-Gas
Lithology and Variability Sh-Slts-Sh Sh-Slts-Ls Sh-Slts-Ls Shale Sh-tuff
Brittleness Yes-Quartz Yes-Calcite Yes-Calcite No? No?
Natural Fractures Yes-Quartz Locally some-zones ? ?
Overpressure Yes Locally ? Probably Locally

Source: Alaskan Department of Natural Resources

88E’' s pr i mainthe fisttphasecot explorationist he HRZ shal e.
overall porosity, and therefore its ability to retain hydrocarbons, is believed to be
significantly higher than both the Bakken and Eagle Ford. The table in Figure 9
compares these three shale plays.

Fig. 9: Resource Concentration Comparison

Liquids Rich Play Net Pay (ft) Porosity (%) Oil in Place Well Spacing Resource Concentration

MM bbl/640 acres Acres In-place - MM boe / well
HRZ 173 14 60.4 80 7.54
Bakken 65 5 10.6 160 2.65
Eagle Ford 135 10 46.9 40 2.95

Source: 88 Energy

Fig. 10: Key source rocks i thermal maturity

Explanation

s Brookian (HRZ / Hue) Shale Oil AU
Brookian (HRZ / Hue) Shale Gas AU
Kingak Shale Oil AU
Kingak Shale Gas AU

mmmm Shublik Shale Oil AU

== Shublik Shale Gas AU

e Regionally Pervasive Shale

oil}

National Petroleum Reserve - Alaska  “*a,,

ject Ice

Arctic National

o (After, Houseknecht, 2012)

Source: USGS
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Repsol 6s
reportedrery strong
flow rates from two
wells on the North

Slope

NORTH SLOPE ACTIVITY

Repsol. Repsol recently announced the successful drilling and testing of two wells in
Alaska. The Repsol wells lie near the Colville River, located about 60 miles to the
north west of Project Icewine. The completion of the Qugruk 8 (Q-8), and the Qugruk
301 (Q-301) brings the number of successful wells to 16. Q-8 had flow rates up to
2,160 b/d of oil (30 degree API), whilst the Q-301 horizontal well yielded rates of
4,600 b/d,

Repsol’s exploration in the area <centred
USGS as “a very |l arge, onshore structure
centr al North S|l ope”t 14 8ii accumulatbres 6have been | e a

discovered, with combined oil in place estimate of 30bn bbls.

The Hue / HRZ source rock may contribute to charging the petroleum systems
contained within these wells (Bird, 1994). This is the zone initially being targeted
by 88E in its vertical pilot well.

Fig. 11: Repsol i recent well location
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Great Bearacreage
directly to the north «
88ET also targeting
conventional and
unconventional
resource potential

Source: Repsol

Great Bear Petroleum (Great Bear): The results of Great Bear Petroleum’s
(Private) on-gong exploration program will have significant implications for 88E.
Great Bear holds 500,000 leased acres directly to the north of 88E, and has 6
locations along the Dalton Highway that allow for all- year round drilling. Similar to
88E, Great Bear is targeting both the conventional, and the unconventional resource
potential underpinned by the presence of three source rocks - Shublik, Kingak, and
Hue/ HRZ shale.

In 2012 Great Bear drilled the Alcor #1 and Merak #1 wells. 88E report that these
wells confirmed that all three important shale zones (HRZ/Hue, Kingak and Shublik)
were present in the oil window. In addition elevated TOC levels of up to 8% were
reported from the HRZ.

Great Bear is currently in the throes of a three well program — Alkaid-1, Phecda-1,
and Talitha-2 plus an additional seismic shoot (work program is expected to cost
US$100m). The Alkaid-1 well began in February meaning results should be
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imminent. The Talitha-2 well will be drilled 6 miles to the north of Project Icewine
testing both conventional and unconventional targets. The results of these wells
well will provide material validation of the 88E strategy.

Given that Great Bear is a private company we are not expecting regular updates. A
well result, similar to recent results from Repsol, would be hard to keep out of the

market.

Fig. 12:

Regional Activity i Great Bear to the north
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Data Source:
Plan of Operations, North Slope Alaska 2014-2015 Winter Exploration Program, Great Bear Petroleum, 2014

Source: 88E Energy
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Fig. 13:North Slope Oil and Gas Activity

Shell

Chukchi & Beaufort Seas OCS

Planning to restart drilling in Chukchi Sea summer
2015 pending federal approvals.

BOEM
Proposed new five-year lease sale program including
2020 sale in Beaufort Sea, 2022 sale in Chukchi Sea,
and 2021 sale in Cook Inlet federal waters. Published
final SEIS and Record of Decision affirming 2008

Teshekpuk
Lake

Greater Mooses Tooth (GMT)

U.S. Bureau of Land Management
Issued Record of Dedision for GMT-1
project that will allow development access
leading to production of up to 30,000
barrels per day on federal land in NPRA.

ConocoPhillips
Planning 2015 seismic survey in area.

North Slope Oil and Gas Activity

State of Alaska, Department of Natural Resources, Division of Oil and Gas, as of May 2015

Caelus Energy
Sanctioned Nuna project. C: ing Beaufort Sea Alaska LNG Project
gravel pad and road for NDS dnil site.
ot domng uns 3 seumic sy Framar o e A o on
winter-late spring 2015 covering approxi- impacts of jon and facllity

mately 116 square miles in Kuparuk River,
Placer, and Oooguruk Units.

.

Unit. Drilling three exploration wells near
Colville River during winter 2015 season.

Hlicorp
Repsol ! Northstar Unit Hooligan
Filed an application to form the Pikka \ PA approved by Division

of Oil and Gas.

ConocoPhillips
Planning to drill one well from
CD-4 in 2015. Planning to drill 15
wells from CD-5 in early 2016.

A

.o

Global Geophysical Services

BP Exploration
North Prudhoe Bay 2015 3-D seismic survey
conducted in 2014-2015 winter season.

ExxonMobil
Continuing progress toward Q1-2016
startup of 10,000 barrel per day Initial
Production System at Point Thomson.

Kadleroshilik River 3-D seismic survey
conducted in 2014-2015 winter season.

SAExploration

U.S. Bureau of Land Management
Lease sale held on November 19
received bids on seven tracts in NPRA;
winning bids totaled over $650,000.

‘National Petroleum
Reserve - Alaska

He hoe 3-D selsmic survey acquired east and
west of Colville River winter season 2014-2015.

——

ConocoPhillips - Kuparuk River
Planning to construct gravel road and
pad for new DS-2S development.

Drilled the Moraine 1 wedl from DS-3S
Brooks Range Petroleum
Driled the first well of a three-well 10, Sppyies com rciellty of T
i 3t M field reservolr equivalent to Nuna reservoir Great Bear Petroleum

P‘amlng!odvlrpto 13wel|sd':mn9A

Drilled Alkaid 1 well, planning to
2015 and bring field online by April 2016.

drill Talitha 2 spring 2015.

Expanding DS-2N and DS-1H pads.
Seeking to expand gravel pad and drill
up to nine wells at Drill Site 2G.

Geokinetics

U.S. Bureau of Land Management
Finished plug and abandenment operations on all
federal legacy wells in the Umiat area in NPRA.

Great Bear and Niksik 2-D seismic survey
conducted in 2014-2015 winter season.

Badami late spring - fall 2015.

Wells Spud
e 2015 ./ Dalton Highway
o 2014 ™\~ Trans Alaska Pipeline
® 2013 #*.» Alaska Seaward Boundary

@ Units.

Map Location
The accuracy of this map is subject lo pending decisions
currently on appeal and other administrative actions.
Please visit hilp.fidag dre. slaska gowlGISIActivityMaps him
1o see our most current maps.

Source: Alaskan Department of Natural Resources
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DIRECTORS AND MANAGMEENT

Information from the 88 Energy website

Mr Michael Evans, Non-Executive Chairman: Mr Evans, a Chartered Accountant
based in Perth, has extensive executive and board level experience with publicly
listed companies in the natural resources sector spanning 30 years.

Mr David Wall, Managing Director: As a leading oil and gas equity analyst for the
past six and a half years, Mr Wall brings extensive experience with junior oil and gas
exploration companies. His skillset spans asset evaluation across many fiscal
regimes / play types, as well as corporate advisory / M&A, and equity capital
markets, having led >$300m in capital raisings.

Mr Brent Villemarette, Non-Executive Director: Mr Villemarette is a petroleum
engineer with more than 30 years’ experi e
domestic and international.

Dr Stephen Staley, Non-Executive Director: Dr Stephen Staley has 30 years' of
management and technical experience in the European, African and Asian oil, gas,
and power sectors, including with Conoco and BP.

OPTIONS, CONVERTIBLES AND UNPAID CAPITAL

Fig. 14:Options Outstanding

Year Expires Number % ord Avg Price $m unpaid
26-Nov-15 5,000,000 0.3% $ 0.280 $ 1.40
31-Mar-16 5,000,000 0.3% $ 045 $ 2.25
10-Apr-16 300,000 0.0% $ 0.70 $ 0.21
22-Apr-16 1,000,000 0.1% $ 030 $ 0.30
12-Jun-17 1,000,000 0.1% $ 042 % 0.42
12-Jun-17 2,000,000 0.1% $ 028 $ 0.56
12-Jun-17 250,000 0.0% $ 0.16 $ 0.04
22-Oct-17 12,000,000 0.8% $ 001 % 0.12
18-Feb-18 4,800,000 0.3% $ 0.02 % 0.07
1-Mar-18 20,000,000 1.3% $ 001 % 0.28
2-Mar-18 403,659,650 253% $ 0.02 % 8.07
TOTAL 455,009,650 28.5% $ 0.03 % 13.73
Source: 88E

Fig. 15: Major Shareholders

Mr Donald Smth 70,000,000
Eloten Group 40,000,000
Lydian Enterprises 37,190,714
D Direct Investment Nominees 29,672,726
BARCLAYSHARE NOMINEES LIMITED 27,657,414
HSDL NOMINEES LIMITED 25,502,968
HARGREAVES LANSDOWN (NOMINEES) LIMITED <HLNOM> 19,420,627
HARGREAVES LANSDOWN (NOMINEES) LIMITED <15942> 18,224,929
ALEXANDER HOLDINGS (WA) PTY LTD 17,250,000
J P MORGAN NOMINEES AUSTRALIA LIMITED 15,951,334
SUBURBAN HOLDINGS PTY LTD <THE SUBURBAN SUPER FUND A/C> 15,000,000
HSDL NOMINEES LIMITED <MAXI> 14,281,197
INVESCO NOMINEE PTY LTD 14,232,045
PENINSULA INVESTMENTS (WA) PTY LTD 13,500,000
PERSHING AUSTRALIA NOMINEES PTY LTD <ACCUM A/C> 12,848,445
METIS PTY LTD 12,137,255
MICHAEL REESE MCFARLANE 11,000,000
ABLETT PTY LTD <DAVID EDWARDS FAMILY A/C> 10,400,000
GUMBALIE PTY LTD <SHORT TERM TRADING A/C> 10,000,000

Source: 88 Energy
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VALUATION AND PRICE TARGET

We cannot properly value 88E until we are more comfortable that commercial
guantities of oil are obtainable (we therefore do not assign a 12-month target price).
There are numerous examples however, of early entrants into prospective acreage
that have generated significant returns for shareholders (e.g. Aurora and
Petrohawk). Over the next year, should 88E be able to firstly fund, and then
complete its exploration program, then the stock could appreciate further. Likewise,
exploration risk — geological and commercial — could negatively impact the stock.

Figure 16 highlights implied acreage values from three farm-out deals completed
since 2011. All were done well above the prices paid by the Icewine JV, albeit it at a
time of higher oil prices.

It is worth remembering that when the likes of Petrohawk were drilling wells in the
Eagle Ford in 2008, land was valued at less than US$500/acre. BHP acquired
Petrohawk in 2011 at a value of approximately US$15,000 per acre. This does
provide an example of the uplift that can be achieved for an early entrant, albeit in a
much higher oil price environment.

Fig. 16:North Slope Alaska Transactions

Date
2011

2011

2013

Buyer
Repsol

Haliburton

Rampart

Seller Detail Implied US$/Acre
Armstrong 494,000 acres - 30% W.I. in return 2,200
for US$750m spoend

Great Bear Farm-in - drilling two wells and 1,600
acquiring seismic

Royale 38,000 net acres for $3.4m and 1,635
$38m in carreid costs.

Source: 88 Energy

Fig. 17: Per Acre Valuation

Icewine

Gross Acres 98,182
W.I. 77.8%
Net Acres 76,386
EV A$ m 25
UsS$m 19

EV/ Acre US$ 253
FX 0.77

Source: 88 Energy
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RISKS

Similar to other explorers, the key risks to our investment theseis for 88E include

Key risks are less ] oo ) ] )
geological, commercial, financial, and commaodity price related.

geological and more
around the
engineering

challenges texploit
the resource

The key risks for 88E (like most oil and gas exploration and development
companies) is making an economic discovery, and obtaining the funding for
ongoing exploration. Other risks include delays, key person risk, country/sovereign
risk, weather, JV partner obligations, cost inflation. Investing in explorers is very
risky given that exploration value of the company in essence assumes that the
market will recognise a portion of potential value before the results of an
exploration program are known, conscious that the ultimate chance of success is
low (typically 1%-20%), and that failure is much more likely, in most cases. Other
risks are earnings disappointments, given the industry is volatile and earnings can
disappoint due to cost overruns, project delays, cost inflation, environmental
regulations, resource estimate errors, and management performance and contract
negotiation skills. High financial leverage (if it exists at that time) would add to the
problem.

Moroccan withdrawal. 88E has now formally withdrawn from the Tarfaya

Offshore Block. It should be remembered however, that 88E has an outstanding

contingent liability to Galo Energia (Galp). The details of this liability are that
should 88E’'s mar ket c aepd US890m bedoteiSeptembere a c h ¢
2021, then Galp is entitled to a payment of US$3.4m.

SIMPLE S.W.O.T. TABLE

Strengths Early mover advantage with a large acreage |
Very attractive fiscal terms to encourage expl

Weaknesses Geological riskvhilst the existing of prolific sot
rocks has been well establiiede isriited
knowledge of other key factors for a working
petroleum system.

Will need further funding to execute Phase | ¢
work program.

Opportunities To be one of the first operators to prove up th
unconventional potential of the North Slope o
Alaska.
A large equity position from which 88E could
farmin partner.

Threats A lower oil price.
A tightening of environmental standards in Alz

Source: Hartleys Research
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Hartleys Recommendation Categories

Buy Share price appreciation anticipated.
Accumulate Share price appreciation anticipated but the risk/reward is

not

as attractive as a “Bu)

price to rise it may be contingent on the outcome of an
uncertain or distant event. Analyst will often indicate a
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