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THIS IS AN IMPORTANT DOCUMENT AND REQUIRES YOUR IMMEDIATE 
ATTENTION. YOU SHOULD READ ALL OF THE DOCUMENT. IF YOU ARE IN 
DOUBT AS TO WHAT YOU SHOULD DO, YOU SHOULD CONSULT YOUR 
INVESTMENT, FINANCIAL, TAXATION OR OTHER PROFESSIONAL ADVISER.

Supplementary Target’s Statement

REJECT
Your Directors unanimously recommend that you                
REJECT the Offer made by NZOG Offshore to acquire            
all of your shares in Cue Energy for just $0.10 per share

IF YOU HAVE ANY QUESTIONS, PLEASE CONTACT THE CUE ENERGY 
SHAREHOLDER INFORMATION LINE ON 1300 373 864 (WITHIN AUSTRALIA) 
OR +61 3 9415 4109 (OUTSIDE AUSTRALIA) BETWEEN 9.00AM AND 5.00PM 
(MELBOURNE TIME) MONDAY TO FRIDAY.

Financial Adviser Legal Adviser

Allens
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Supplementary Target's Statement 

This document is a supplementary target's statement under section 644(1) of the Corporations Act 
(Supplementary Target's Statement), dated 2 March 2015. This is the first supplementary target's 
statement issued by Cue Energy Resources Limited (ABN  45 066 383 971) (Cue Energy) and 
supplements Cue Energy's Target Statement dated 24 February 2015. This Supplementary Target’s 
Statement is to be read together with the Target’s Statement.  

 

Important Notices 

This Supplementary Target's Statement has been lodged with ASIC and provided to the ASX. Neither 
ASIC, ASX nor any of their respective officers take any responsibility for the content of this document. 

It is important that you read the Target's Statement and this Supplementary Target's Statement in their 
entirety before making any investment decision and any decision relating to the Offer. Your Directors 
encourage you to obtain independent advice from your investment, financial, taxation or other 
professional adviser before making a decision whether or not to accept the Offer. 

The Independent Expert’s Report has been prepared by the Independent Expert for the purposes of the 
Target’s Statement and the Independent Expert is responsible for that report. Neither Cue Energy nor any 
of its officers, employees or advisers assumes any responsibility for the accuracy or completeness of the 
Independent Expert’s Report, except, in the case of Cue Energy, in relation to any information which it 
has provided to the Independent Expert.  

The Technical Specialist's Report has been prepared by the Technical Specialist for the purposes of the 
Target’s Statement and the Technical Specialist is responsible for that report. Neither Cue Energy nor 
any of its officers, employees or advisers assumes any responsibility for the accuracy or completeness of 
the Technical Specialist's Report, except, in the case of Cue Energy, in relation to information which it has 
provided to the Technical Specialist. 

This Supplementary Target's Statement prevails to the extent of any inconsistency with the Target's 
Statement. Capitalised terms used in this Supplementary Target's Statement have the same meaning as 
defined in section 8 of the Target’s Statement unless otherwise defined. 
 

1 Half-Year Report 

On 26 February 2015 Cue Energy released its half-year report for the 6 months ended 31 
December 2014. A copy of the announcement is attached as Annexure 1. 

The half-year report sets out the financial results for the Company for the 6 months to 31 
December 2014. The Directors note, in particular, the Company's strong reported net profit after 
tax (NPAT) for the half-year of A$13.8m which should be compared with the value of Cue 
Energy's equity implied by the A$0.10 per share Offer of approximately A$69.8m. 
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The table below sets out the reported NPAT results of some junior ASX-listed exploration and 
production companies for the 6 months ended 31 December 2014. 

 

Company Reported NPAT 

Drillsearch Energy1 A$14.3m 

Cue Energy2 A$13.8m 

Horizon Oil3 US$7.3m 

New Zealand Oil & Gas4 NZ$(10.5)m 

Cooper Energy5 A$(58.0)m 

AWE6 A$(61.7)m 

Senex Energy7 A$(65.9)m 

 

The Directors are of the view that Cue Energy's results are reflective of the current strategy of 
maximising value from existing assets and maintaining a diversified and balanced portfolio of 
exploration, development and production opportunities. 

2 Independent Expert's Report 

As previously announced, Grant Samuel was appointed by the Directors to prepare an 
Independent Expert's Report in relation to the Offer. Grant Samuel has now provided Cue Energy 
with its report which concludes that the Offer is neither fair nor reasonable and that the Offer of 
$0.10 per share falls below the bottom end of the valuation range for Cue Energy Shares. 

The Independent Expert has determined the value of a Cue Energy Share on a controlling 
interest basis to be in the range of $0.117 to $0.152 per share.  

A copy of the Independent Expert's Report is attached as Annexure 2. 

3 Technical Specialist's Report 

As part of the preparation of the Independent Expert's Report, RISC Advisory was engaged to 
prepare a Technical Specialist's Report. The Technical Specialist's Report provides detailed 
information about Cue Energy's assets, including valuations of its exploration assets and is 
included as Appendix 3 of the Independent Expert's Report. 

4 Correction 

Section 2.2(c) of the Target's Statement sets out the premium which the Offer Price represents to 
the closing price of Cue Energy Shares on 11 February 2015, being the last day prior to the 

                                                      
1  See page 1 of Drillsearch Energy's half-year report for the 6 months ended 31 December 2014 for disclosure of reported NPAT. 

2  See page 18 of Cue Energy's report for the 6 months ended 31 December 2014 for disclosure of reported NPAT. 

3  See page 1 of Horizon Oil's report for the 6 months ended 31 December 2014 for disclosure of reported NPAT. 

4  See page 1 of New Zealand Oil & Gas' report for the 6 months ended 31 December 2014 for disclosure of reported NPAT. 

5  See page 9 of Cooper Energy's half-year report for the 6 months ended 31 December 2014 for disclosure of reported NPAT. 

6  See page 5 of AWE's half-year report for the 6 months ended 31 December 2014 for disclosure of reported NPAT. 

7  See page 2 of Senex Energy's half-year report for the 6 months ended 31 December 2014 for disclosure of reported NPAT. 
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announcement of the Offer, and the premia which the Offer Price represents to the VWAP of Cue 
Energy Shares for the 1 month, 6 month and 12 month periods ending on 11 February 2015. 

In that section, it was stated that the VWAP of Cue Energy Shares for the 6 months ending on 11 
February 2015 was $0.096, when the VWAP for that period was in fact $0.093. This means that 
the Offer Price of $0.10 per share implies a premium of 7% to that 6 month VWAP, rather than 
4% as stated in the original Target's Statement.  

The premia implied by the Offer Price of $0.10 per share are therefore: 

 11% to the closing price of Cue Energy shares of $0.090 on 11 February 2015; 

 15% to the 1 month VWAP to 11 February 2015 of $0.087; 

 7% to the 6 month VWAP to 11 February 2015 of $0.093; and 

 a discount of 5% to the 12 month VWAP to 11 February 2015 of $0.105. 

 

The graph on page 13 of the Target's Statement should therefore also read as follows: 

 

 
Source: Cue Energy Share price data supplied by IRESS. 

The Directors remain of the view that these premiums are substantially below the premiums 
typically paid in an Australian context, and below what the Directors consider to be appropriate. 

5 Consents 

The following persons have given and have not, before the date of this Supplementary Target’s 
Statement, withdrawn their consent to the inclusion of the following information in this 
Supplementary Target’s Statement in the form and context in which it is included, and to all 
references in this Supplementary Target’s Statement to that information in the form and context in 
which it appears:  

 RISC Advisory – to the inclusion of statements said to be based on statements made by 
the Technical Specialists or made in the Technical Specialist’s Report;  

 Grant Samuel – to the inclusion of statements said to be based on statements made by the 
Independent Expert or made in the Independent Expert’s Report.  

As permitted by ASIC Class Order 13/521, this Supplementary Target's Statement contains 
statements that are made, or based on statements made, in documents lodged with ASIC or ASX 
(in compliance with the Listing Rules). Pursuant to this Class Order, the consent of persons to 

$0.090 $0.087 $0.093

$0.105

--

0.02

0.04

0.06

0.08

0.10

0.12

Closing price prior to
announcement

1 month 6 month 12 month

S
h

ar
e 

p
ri

ce
 (

A
$/

sh
ar

e
)

VWAP Offer price



 

 page 4

 

whom such statements are attributed is not required for the inclusion of those statements in this 
Supplementary Target's Statement. 

Any Cue Energy Shareholder who would like to receive a copy of any of the documents (or parts 
of the documents) that contain the statements which have been included pursuant to ASIC Class 
Order 13/521 may during the Offer Period obtain a copy free of charge by contacting the Cue 
Energy Shareholder Information line on 1300 373 864 (within Australia) or +61 3 9415 4109 
(outside Australia) between 9.00am and 5.00pm (Melbourne time) Monday to Friday. 

As permitted by ASIC Class Order 07/429, this Supplementary Target's Statement also contains 
trading data obtained from IRESS,  without its consent to the inclusion of such trading data. 

6 Approval of Supplementary Target's Statement 

This Supplementary Target's Statement has been approved by a resolution passed by the 
Directors of Cue Energy. Each Director of Cue Energy voted in favour of the resolution 
authorising this Target's Statement. 

Dated 2 March 2015. 

Signed for and on behalf of Cue Energy: 

 

 

Geoffrey King 

Chairman 
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Annexure 1 – ASX Announcement: Half-Year Report 



 
 

HALF-YEAR  
REPORT 

                                       FOR THE FINANCIAL PERIOD ENDED 31 DECEMBER 2014 

 
FINANCIAL SUMMARY 
 

  
 

31 Dec 2014 

 
 

31 Dec 2013 

Percentage 
Change Over 
Comparative 

 $’000 $’000 % 

Production Income 18,641 14,776 26.16 

Gross Profit from Production 12,004 5,177 131.87 

Profit/(Loss) after Income Tax 13,753 (1,136) N/A 

           

KEY POINTS 
 

Existing Permit Activity 
• Sale of PNG asset portfolio for US$7m completed. 

• 100% working interest and operatorship of the Mahakam Hilir PSC, Indonesia acquired,    
 subject to completion. 

 
Production 
• Maari growth project proceeding with the MR8A well on production and the MR6A well 

currently drilling.  Growth project drilling expected to be completed in mid 2015. 
•  Sampang PSC well workover and compression installation underway which should extend the 

field life of Oyong oil production and maintain gas production from Oyong and Wortel. 

•  Cue is currently reviewing opportunities to acquire producing assets. 
 

Exploration 
• Planning underway for the Naga Selatan -2 well to be drilled in the Mahakam Hilir PSC 
 in the second half of 2015. 

• 12.5% interest acquired in the Mahato PSC in Indonesia (subject to government approval) 
 with 2 wells planned for 2015. 

• 100% of WA-409-P acquired.  Cue is compiling a prospect portfolio across both WA-409-P and 
 its other 100% owned permit, WA-359-P, with a view to farming out in 2015. 

• PEP 51313 Whio (NZ) offshore exploration well plugged and abandoned with shows.  

• PEP 51149 Te Kiri (NZ) onshore exploration well scheduled to be drilled in Q4 2015. 

• Cue continues to review new exploration opportunities in Australia/Asia.  



 
 

2 

 

RESULTS FOR ANNOUNCEMENT TO THE MARKET 
FOR THE HALF-YEAR ENDED 31 DECEMBER 2014 
 
Current Reporting Period:        Half-year ended 31 December 2014 
Previous Corresponding Period:       Half-year ended 31 December 2013   
 

 

Percentage Change  
Over Comparative 

Amount 
(6 month period ended  

31 December 2014) 
$’000 

Production income  26.16% 18,641 

Profit after tax attributable to members N/A 13,753 

Net profit attributable to members N/A 13,753 

 
Dividends  
No dividends have been paid or proposed. 
 
Brief Explanation of Revenue and Net Profit 
(i)   Revenue from Ordinary Activities 
 Increase in revenues can be attributed mainly to increased production uptime at Maari. 
(ii)  Net Result  
 The $13.75m profit after tax was primarily as a consequence of the following movements:- 
 

 31 Dec 2014 31 Dec 2013 Movement 

 $’000 $’000 % 

Production Income 18,641 14,776 26.16 

Production Costs (6,637) (9,599) (30.86) 

Amortisation Expense (5,024) (4,301) 16.81 

Foreign Exchange Gain 5,022 2,391 110.04 

Sale of PNG Assets 5,830 - N/A 

Income Tax (Expense)/Credit (358) (1,076) (66.73) 

     

 31 Dec 2014 31 Dec 2013 

 
Net Tangible Assets Per Ordinary Security 15.1 cents 

 
15 cents 
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CORPORATE DIRECTORY 
 

Directors 
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DIRECTORS REPORT 
 

The Directors present their report together with the consolidated Financial Report of Cue Energy 
Resources Limited (“Cue”) for the half-year ended 31 December 2014. 

 
DIRECTORS 
 
The Directors of the Group in office during and since the half-year are as follows: 
 
 G.J. King (Chairman) 
 S.A. Brown 
 R.A. Sylvester 
 A.A. Young 

 
RESULT 
 
The consolidated profit after tax for the half-year ended 31 December 2014 amounted to $13.75m 
(2013: $1.14m loss). 
 
During the half-year the Group earned production income of $18.64m (2013: $14.78m) and incurred 
production costs of $6.64m (2013: $9.60m).  Foreign exchange movements resulted in a gain of 
$5.02m (2013: $2.4 gain).  The Group divested its interests in PNG resulting in a profit of $5.83m 
(2013: nil). 

 
DIVIDENDS 
 
No dividends were paid or declared during the half-year. 

 
SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS 
 
There were no significant changes in the state of affairs of the consolidated entity during the financial 
half-year. 
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SUMMARY 
 

EXPLORATION 
 

• In New Zealand the PEP 51313 Whio offshore exploration well was plugged and abandoned with 
shows (Cue 100% carried) and the drilling of the Te Kiri well in PEP 51149 is now scheduled for 
late 2015.  
 

• A farm-in for 12.5% of the Mahato PSC in the prolific Central Sumatra Basin in Indonesia was 
concluded (subject to government approval) with 2 wells planned for 2015 along with 2D seismic 
acquisition. The block is near several major oil fields, (including Minas and Duri) and has a deep 
portfolio of exploration and appraisal prospects. 
 

• Seismic processing and planning for the drilling of the Naga Selatan -2 well in the Mahakam Hilir 
PSC (100% Cue – subject to completion) has progressed during the half-year with drilling planned 
for Q3 2015. 
 

• Post 31 December 2015, Cue moved to a 100% operated position in the WA-409-P block offshore 
Western Australia following the withdrawal of the other partners in the permit. The forward plan 
in 2015 is to farm-out WA-409-P jointly with WA-359-P due to the shared high impact 
prospectivity of the 2 Blocks. 

 

DEVELOPMENT 
 

• The Maari growth project continued during the half-year with drilling activities on the MR6A, 
MR8A and MR7A wells.  The MR8A well commenced production in November. The MR5 well was 
also worked over and brought on production. The MR6A and MR7A wells will be drilled and 
completed in Q1 2015.  
 
It is anticipated the growth project will be completed in mid 2015. 

 
PRODUCTION 
 

• Oil production at the Maari field was significantly higher than the prior period.   
Production for the half-year ended 31 December 2013 was affected by repairs to the 
swivel and FPSO mooring system resulting in approximately five months of interrupted 
production.  
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FINANCIAL 
 
HALF-YEAR REVENUE 
 
Revenue receipts from hydrocarbon production for the half-year were $18.64m on sales of 99,914 barrels 
of oil at an average price of $88 per barrel and 1,347,428 thousand cubic feet (Mcf) of gas at an average 
price of $6 per Mcf. 
 

• Cue has no hedging in place. 

• Cue has no debt. 

• Cash and cash equivalents on hand at the end of the half-year was $37.10m. 
 

CORPORATE 
 
On 18 August, Cue announced the appointment of Mr Jeff Schrull as General Manager, Exploration and 
Production. Jeff is a highly experienced oil and gas industry executive with 25 year’s experience in the 
upstream exploration and production business. 
 
Cue welcomed New Zealand Oil & Gas Limited (NZOG) as a new substantial shareholder with 19.99% of 
the ordinary shares on issue. 
 
Subsequent to the half-year end, NZOG announced to the market an on-market cash takeover offer for 
shares in Cue from NZOG Offshore Limited at $0.10 per share. The offer will remain open until Friday 
27 March 2015 (unless extended or withdrawn).  The Board considers the offer from NZOG substantially 
undervalues the Company, and advised shareholders to reject the offer and not to sell their Cue Energy 
shares on-market at the offer price of $0.10 per share.  The offer is open from 27 February to 27 March 
2015. The Board will keep shareholders duly informed of material developments. 
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ACTIVITY REVIEW 
AUSTRALIA - CARNARVON BASIN 
 
 
 

 
 
 
 

  WA-359-P 
Cue Interest: 100% 
Operator: Cue Exploration Pty Ltd 
 
Cue is evaluating the regional prospectivity in all of its WA permits and is maturing a significant new 
exploration play.  
 
Cue will market WA-359-P as part of a farmdown of its portfolio of WA assets to interested parties in 
2015. Additional technical work has been undertaken to lower the geologic risk on Sherlock, 
estimated to have a STOOIP of 300 million bbls. 
 
WA-360-P       
Cue Interest: 37.5%      
Operator: MEO Australia Limited    
 
The WA-360-P Joint Venture is completing the reprocessing of approximately 650 km² of existing 3D 
seismic data over the Maxwell prospect to improve imaging of the structure.  On completion of the 
reprocessing, it is expected that activity to farm-down our interest in the permit will recommence 
before the end of the primary term of the permit in 2016.  There is no well commitment in the primary 
term. 
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WA-361-P 
Cue Interest: 15%      
Operator: MEO Australia Limited    
 
NOPTA has approved an application for a work programme variation to allow the Joint Venture to 
complete geotechnical studies ahead of making any commitment to drill a well.  The reduced work 
programme term concludes on 30 January 2016.   
 
WA-389-P 
Cue Interest: 40% 
Operator: BHP Billiton Petroleum (Australia) Pty Ltd 
 
Reprocessing of existing 2D and 3D seismic data has been approved by the Joint Venture and is 
expected to be complete in mid 2015.   
 
WA-409-P 
Cue Interest: 100% 
Operator: Cue Exploration Pty Ltd 
 
Cue has acquired operatorship and 100% interest in the block due to the withdrawal of the other Joint 
Venture parties. An extension has been granted until the end of April 2015 to complete the evaluation 
of the block using the seismic data reprocessed by Apache in 2014. There is currently no well 
commitment on the block.  Cue will market WA-409-P as part of a farmdown of its portfolio of WA assets to 
interested parties in 2015. 
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NEW ZEALAND - TARANAKI BASIN 
EXPLORATION 

 
 
PEP 51149 
Cue Interest: 20% 
Operator: Todd Exploration Limited 
 
The drilling of the Te Kiri North -1 well is expected in Q4 2015.  Te Kiri North -1 will be drilled up dip 
of hydrocarbon shows in the Te Kiri -1 well.  Cue’s estimate in a success case of the mean prospective 
recoverable resource of the well is 2 million boe net to Cue.  Existing infrastructure nearby will 
facilitate early commercialisation in a success case.   

 

PEP 54865 
Cue Interest: 20% 
Operator: Todd Exploration Limited 
 
PEP 54865 carries a minimum work programme of 285 km² of 3D seismic to be acquired, processed 
and interpreted prior to June 2015. After this, the Joint Venture may elect to drill a well before 
December 2016 to test Early Tertiary and Late Cretaceous reservoir objectives, or surrender the permit.  
Planning for the 3D seismic survey has commenced, however, data acquisition may be deferred until 
2016 pending government approval and boat availability. 
 
The Joint Venture is seeking a farminee to fund the seismic programme. 

 
PEP 51313 
Cue Interest: 14% interest 
Operator: OMV New Zealand Limited 
 
The Joint Venture is focused on the remaining potential associated with the Matariki trend which is 
up-dip of Maari. Studies will be undertaken in 2015 to determine the best approach to seismic 
processing to mature a potentially drillable prospect. 
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  PRODUCTION 
 
  PMP 38160 
Cue Interest: 5% 
Operator: OMV New Zealand Limited 

 

Maari and Manaia Fields 
 
Cue’s share of oil sales in the half-year from the Maari and Manaia fields was 77,673 barrels which 
generated $7.486m in revenue. 
 
The average oil production rate was approximately 7,036 gross barrels per day (Cue net: 352 bopd).    
 
Maari growth project activities continued through the half-year with the Ensco 107 jack-up rig 
contracted for the drilling and work-over campaign. The drilling has taken longer than anticipated due 
to drilling conditions that have proved to be more challenging than anticipated. Drilling through 
geological faults in the field is a main contributor to delays in the programme. The operator has 
adjusted the drilling procedures to mitigate these delays in future wells.  The MR8A well has been 
completed and is producing at 1,200 bopd, however an additional zone in the well will be completed 
via a workover after the drilling programme is finished. This should enhance the production rate from 
the well. The MR5 well has been worked over and is now on production. As of 24 February 2015 the 
MR6A well was drilling ahead in the Mangahewa reservoir and is planned to be completed once it 
reaches final depth. The MR7A well was suspended in January 2015 due to difficulties with the well 
and will be re-entered and drilling recommenced after the MR6A well is completed. The remainder of 
the programme includes a producer drilled in a position that will allow it to be converted to a future 
injector and potentially an additional producer which is currently under consideration by the Joint 
Venture. Production is expected to fluctuate whilst drilling the development wells as operations 
require individual wells to be temporarily shut in.  
 

 

 
Ensco 107 at Maari WHP 
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INDONESIA 

 
EXPLORATION 
 

Mahakam Hilir PSC Kutei Basin 
Cue Interest: 100% (subject to completion) 
Operator: SPC (Mahakam Hilir) Pte Ltd 

 

 
 

Cue has entered into a sale and purchase agreement with SPC to move to 100% interest in the Mahakam 
Hilir PSC in the prolific Kutei Basin onshore Kalimantan, Indonesia.  Cue will purchase SPC Mahakam 
Hilir Pte Ltd, which holds the remaining 60% interest in the Mahakam Hilir PSC.  Cue will assume 
operatorship with a 100% interest in the PSC and drill the remaining commitment well in the PSC.  
Government approval for the transfer has been received. 
 
As part of an internal review of options around the permit Cue has identified a robust drill-ready oil 
prospect, Naga Selatan -2 (Southern Dragon) which has encouraged Cue to remain in the permit and 
move to a 100% interest.  
 
This oil prospect lies along trend from the large Sei Nangka and South Pelarang oil fields.  The multiple 
targets are shallow, located at approximately 1000’-3000’ TVD.  Additional exploration objectives have 
also been identified on the existing seismic data. 
 
Drilling programme preparations have commenced and the well is planned for 2015. 
 
This marks Cue’s first entry as a drilling operator.  This acquisition complements the continuing 
expansion of our Indonesian acreage portfolio.  
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Mahato PSC  
Central Sumatra Basin 
Cue Interest: 12.5% (subject to approval) 
Operator: Texcal Mahato Ltd 
 

 
 
On 21 November 2014, Cue announced the execution of a farm-in agreement with Bukit Energy to 
acquire a 12.5% interest in the Mahato PSC, onshore Central Sumatra, Indonesia. This transaction is 
currently pending Indonesian government approval, which is expected this quarter. 
 
The Mahato PSC covers a highly prospective area, close to several large producing oil fields. Multiple 
appraisal and exploration opportunities have been mapped and 2 wells are currently planned for mid 
2015. A 2D seismic programme to high grade further exploration prospects is also planned for 2015. 
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PRODUCTION 
 

  Sampang PSC- Madura Strait 
Cue Interest: 15%  
Operator: Santos (Sampang) Pty Ltd 
 

 
 
Oyong Field 
 
Oil sales of 15,161 barrels resulted in $1.682m of revenue during the half-year. 
 
Cue’s share of condensate sales in the half-year was 185 barrels which generated $0.011m in revenue. 
Cue’s share of gas sales was 480,490 Mcf, which generated $1.710m in revenue during the half-year. 
 
The Oyong oil production rate at year end was approximately 1,300 bopd gross (Cue net 169 bopd) 
and the gas rate 26 MMscfd gross (Cue net 3.61 MMscfd). 
 
Based on continued improved production rates, the Joint Venture approved extension of the 
contracts for the Oyong production barge and FSO until September 2015.  A programme of well 
interventions and recompletions is currently underway.  The planned workovers are expected to 
improve Oyong oil production and extend field life for an additional 1-2 years until 2017. 

Wortel Field 
 
Cue’s share of gas sales was 866,938 Mcf, which generated $6.990m in revenue during the half-year. 
 
Cue’s share of condensate sales in the half-year was 291 barrels which generated $0.017m in 
revenue. 
 
Wortel -3 and Wortel -4 flowed gas at year end at a combined average rate of 43 MMscfd (gross) (Cue 
5.97 MMscfd net of government take under the PSC.) 
 
The Joint Venture has approved the installation of compression at the Grati gas plant which will ensure 
that the Wortel project will continue to meet its gas sales contract volumes.  Installation of the 
compressors is progressing and is scheduled to be complete by end Q1 2015.    
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PAPUA NEW GUINEA 

 
EXPLORATION 

 
PRL 14 (10.947% interest) PRL 9 (14.894% interest) 
Operator: Oil Search (PNG) Limited Operator: Oil Search (PNG) Limited 
No significant activity to report. No significant activity to report. 

 

 

PRODUCTION 
 

PDL 3 SE Gobe Field, PNG  
Cue Interest: 5.568892% 
SE Gobe Unit, PNG 
Cue Interest: 3.285646%  
Operator: Oil Search (PNG) Limited 

 
Cue’s share of oil sales was 6,604 barrels of oil from the SE Gobe field during the half-year, which 
generated $0.745m in revenue. 
 
Cue has sold its PNG interests to the National Petroleum Company of Papua New Guinea.  The sale 
proceeds of US$7m for Cue’s PNG asset portfolio have been received.  This will be the last report 
referring to Cue’s PNG interests. 
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ROUNDING OF AMOUNTS 
 
The Company is of a kind referred to in class order 98/100 issued by the Australian Securities and 
Investments Commission relating to “rounding of amounts” in the Directors Report.  Amounts in the 
Directors Report and the Half-Year Financial Report have been rounded off in accordance with that class 
order to the nearest thousand dollars, or in certain cases, to the nearest dollar where appropriate. 

 
AUDITOR INDENDENCE DECLARATION 
 
A copy of the auditor independence declaration is set out on page 17. 
 
Signed in accordance with a resolution of Directors, pursuant to section 306(3)(a) of the Corporations 
Act 2001. 
 
On behalf of the Board of Directors 

 
 

 
 
 

Rowena A Sylvester 
Director 
Dated at Melbourne this 26th day of February 2015. 
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME 
FOR THE HALF-YEAR ENDED 31 DECEMBER 2014 
 

  31 DEC 2014 31 DEC 2013 

 NOTE $000’s $000’s 

    

Production income  18,641 14,776 

Production costs  (6,637) (9,599) 

Gross Profit from Production  12,004 5,177 

Other revenue 2 5,888 84 

Amortisation expense  (5,024) (4,301) 

Net foreign currency exchange gain  5,022 2,391 

Other expenses 3 (3,779) (3,411) 

    

Profit/(loss) before income tax  14,111 (60) 

    
Tax expense 
 

 (358) (1,076) 

Profit/(loss) after income tax for the half-year 
 

 13,753 (1,136) 

Other comprehensive income    

Other comprehensive income for the half-year, net 
   of tax 

  
- 

 
- 

Profit/(loss) for the half-year is attributable to: 
 owners of Cue Energy Resources Limited 

 13,753 (1,136) 

Total comprehensive income  for the half-year 
is attributable to : 
 owners of Cue Energy Resources Limited 
 

 
 

13,753 
 

(1,136) 

 
Basic earnings/(loss) per share (cents per share) 
Diluted earnings/(loss) per share (cents per share)  

1.97 
1.97 

(0.16) 
(0.16) 

 
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
The accompanying notes form part of and are to be read in conjunction with these Financial Statements. 
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION 
AS AT 31 DECEMBER 2014 
 
  31 DEC 2014 30 JUN 2014 

 NOTE $000’s $000’s 

    

Current Assets    

Cash and cash equivalents  37,103 40,558 

Trade and other receivables  4,282 3,542 

Inventories  865 843 

Total Current Assets  42,250 44,943 

    

Non Current Assets    

Property, plant and equipment  82 118 

Deferred tax assets  - 71 

Exploration and evaluation expenditure  55,477 54,069 

Production properties  83,103 79,458 

Total Non Current Assets  138,662 133,716 

Total Assets  180,912 178,659 

    

Current Liabilities    

Trade  and other payables  10,279 21,184 

Tax liabilities   4,802 2,398 

Provisions  685 563 

Total Current Liabilities  15,766 24,145 

    

Non Current Liabilities    

Deferred tax liabilities  17,437 19,484 

Provisions  4,553 5,627 

Total Non Current Liabilities  21,990 25,111 

Total Liabilities  37,756 49,256 

Net Assets  143,156 129,403 

Equity    

Issue capital 5 152,416 152,416 

Reserves  - - 

Accumulated losses  (9,260) (23,013) 

Total Equity  143,156 129,403 

 
 
 
  
The accompanying notes form part of and are to be read in conjunction with these Financial Statements. 
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 
FOR THE HALF-YEAR ENDED 31 DECEMBER 2014 
 

 

 
Issued 
Capital 
$000’s 

Reserves 
$000’s 

 
Accumulated 

Losses 
$000’s 

Total 
$000’s 

 

     

At 1 July 2014 152,416 - (23,013) 129,403 

Profit for the period - - 13,753 13,753 

Other comprehensive income - - - - 

Total comprehensive income for the period - - 13,753 13,753 

As at 31 December 2014 152,416 - (9,260) 143,156 

 
 
 
 

At 1 July 2013 152,416 22 (20,869) 131,569 

Loss for the period - - (1,136) (1,136) 

Other comprehensive income - - - - 

Total comprehensive loss for the period - - (1,136) (1,136) 

As at 31 December 2013 152,416 22 (22,005) 130,433 

 
 
 
 
 
 
 
 
 
The accompanying notes form part of and are to be read in conjunction with these Financial Statements. 
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CONSOLIDATED STATEMENT OF CASH FLOWS 
FOR THE HALF-YEAR ENDED 31 DECEMBER 2014 
 

  31 DEC 2014 31 DEC 2013 

  $000’s $000’s 

    

Cash Flows From Operating Activities   

Production receipts  16,252 15,301 

Interest received  63 95 

Payments to employees and other suppliers  (9,998) (12,454) 

Royalties paid  (491) (466) 

Net Cash provided by Operating Activities  5,826 2,476 

    

Cash Flows From Investing Activities   

Payments for exploration expenditure  (13,157) (5,442) 

Payments for property, plant and equipment  (7) (137) 

Payments for production property  (9,675) (7,946) 

Proceeds from sale of Cue PNG Oil Company Pty Ltd  8,536 - 

Net Cash used in Investing Activities  (14,303) (13,525) 

   
 

 

Net decrease in Cash and Cash Equivalents  (8,477) (11,049) 

Cash and cash equivalents at the beginning of the period 40,558 58,828 

Effect of exchange rate change on foreign currency balances held at 
balances held at the beginning of the period 
 

5,022 
 

2,365 
 

Cash and Cash Equivalents at the end of the Period  37,103 50,144 

 
 
 
 
 
 
 
 
 
 
 
The accompanying notes form part of and are to be read in conjunction with these Financial Statements. 
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NOTES TO THE FINANCIAL STATEMENTS  
FOR THE HALF-YEAR ENDED 31 DECEMBER 2014 
 
NOTE 1 STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES 
 
(a)      Statement of compliance 
 
The half-year financial report is a general purpose financial report prepared in accordance with the 
Corporations Act 2001 and AASB 134 ‘Interim Financial Reporting’. Compliance with AASB 134 ensures 
compliance with International Financial Reporting Standard IAS 34 ‘Interim Financial Reporting’. The 
half-year financial report does not include notes of the type normally included in an annual financial 
report and should be read in conjunction with the most recent annual financial report, together with 
any public announcements made by Cue Energy Resources Limited (the “Group”). 
 
The Group has adopted all of the new and revised Standards and Interpretations issued by the Australian 
Accounting Standards Board (the AASB) that are relevant to their operations and effective for the 
current reporting period. 
 
There are no new and revised Standards and amendments thereof and Interpretations effective for the 
current reporting period that are material to the Group. 
 
The adoption of all the new and revised Standards and Interpretations has not resulted in any changes 
to the Group’s accounting policies and has no effect on the amounts reported for the current or prior 
periods. The new and revised Standards and Interpretations have not had a material impact and not 
resulted in changes to the Group’s presentation of, or disclosure in, its half-year financial statements. 
 
The Group has not elected to early adopt any other new standards or amendments that are issued but 
not yet effective. 
 
(b)    Basis of preparation 
 

The half-year financial statements have been prepared on the basis of historical cost, except for the 
revaluation of certain non-current assets and financial instruments. Cost is based on the fair values of 
the consideration given in exchange for assets. All amounts are presented in Australian dollars, unless 
otherwise noted. 

The accounting policies and methods of computation adopted in the preparation of the half-year 
financial report are consistent with those adopted and disclosed in the company’s annual financial 
report for the year ended 30 June 2014. 
 
The company is a company of the kind referred to in ASIC Class Order 98/100, dated 10 July 1998, and 
in accordance with that Class Order amounts in the half-year financial report are rounded off to the 
nearest thousand dollars, unless otherwise indicated. 
 
The fair values of assets and liabilities not carried at fair value as at 31 December 2014, are not 
materially different from the carrying values presented in these accounts. 
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NOTE 1 STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (cont’) 
 
(c)     Principles of consolidation 
 

The consolidated financial statements are those of the consolidated entity, comprising the financial 
statements of the parent entity and of all entities which Cue Energy Resources Limited controlled 
from time to time during the period and at the reporting date. 

The financial statements of subsidiaries are prepared for the same reporting period as the parent entity, 
using consistent accounting policies.  Adjustments are made to bring into line any dissimilar accounting 
policies, which may exist.  All inter-company balances and transactions, including any unrealised profits 
or losses have been eliminated on consolidation. 
 
 
NOTE 2 OTHER REVENUE 
  

 31 DEC 2014 
$’000 

31 DEC 2013 
$’000  

Sale of Cue PNG Oil Company Pty Ltd 5,830 - 

Interest from Cash and Cash Equivalents 58 84 

Total Other Revenue 5,888 84 

      
   
NOTE 3 OTHER EXPENSES 
 

 31 DEC 2014 
$’000 

31 DEC 2013 
$’000  

Depreciation 44 33 

Employee Benefits Expense 1,969 1,865 

Operating Lease 130 177 

Administration Expenses 560 632 

Business Development 1,076 704 

Total Other Expenses 3,779 3,411 
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NOTE 4 SEGMENT INFORMATION 
  
The Group operates predominantly in one business, namely the exploration development and production 
of hydrocarbons.  Revenue is derived from the sale of gas and liquid hydrocarbons. 
 
Segment results, assets and liabilities include items directly attributable to a segment as well as those 
that can be allocated on a reasonable basis.  Unallocated items mainly comprise interest-earning assets 
and revenue, interest-bearing borrowings and expenses, and corporate assets and liabilities. 
 
Segment capital expenditure is the total cost incurred during the period to acquire segment assets that 
are expected to be used for more than one period. 
 
Geographic Segments 
 
The Group operates primarily in Australia but also has international operations in Indonesia, Papua New 
Guinea and New Zealand.   Therefore the Group is organised into four principles geographic segments: 
Australia, New Zealand, Indonesia and Papua New Guinea.   These segments are based on the internal 
reports that are reviewed and used by the board of directors (who are identified as the chief operating 
decision makers (CODM)) in assessing performance and in determining the allocation of resources. 
 
The CODM assess the performance of the operating segments based upon a measure of earnings before 
interest expense, tax, depreciation and amortisation. The information reported to the CODM is on at 
best a monthly basis. 
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NOTE 4 SEGMENT INFORMATION (cont’) 
 

 
 

Australia 
$’000 

NZ 
$’000 

Indonesia 
$’000 

PNG 
$’000 

Total 
$’000 

 

Half-year 2014      

Total segment revenue 5,888 7,486 10,410 745 24,529 

Inter-segment revenue - - - - - 

Revenue from external customers 5,888 7,486 10,410 745 24,529 

Earnings before interest expense, tax, 
depreciation and amortisation  

 
7,175 

 
4,407 

 
7,327 

 
270 

 
19,179 

Half-year 2013 
     

Total segment revenue 84 1,453 12,421 902 14,860 

Inter-segment revenue - - - - - 

Revenue from external customers 84 1,453 12,421 902 14,860 

Earnings/(loss) before interest expense, tax, 
depreciation and amortisation 

 
(904) 

 
(154) 

 
5,583 

 
(251) 

 
4,274 

Total segment assets      

31 December 2014 44,311 78,611 57,795 195 180,912 

30 June 2014 47,200 73,342 54,282 3,835 178,659 

Total segment liabilities      

 
31 December 2014 

 
1,745 

 
12,844 

 
23,167 

 
- 

 
37,756 

 
30 June 2014 

1,927 15,582 30,477 1,270 49,256 

 
Reconciliation of earnings before interest expense, tax, depreciation and amortisation (EBITDA) to 
Profit before Income Tax:                                                                                                                              
 

 31 DEC 2014 
$’000 

31 DEC 2013 
$’000 

 

EBITDA 19,179 4,274 

Amortisation and depreciation expenses (5,068) (4,334) 

Profit/(loss) before Income Tax 14,111 (60) 

 



 
 

26 

 
NOTE 5 EQUITY - ISSUED CAPITAL 
 

  31 DEC 2014 
Number 

30 JUN 2014 
Number 

31 DEC 2014 
$’000 

30 JUN 2014 
$’000 

Ordinary shares fully paid  
(no par value) 

 
698,119,720 

 
698,119,720 

 
152,416 

 
152,416 

 
 
NOTE 6 EVENTS SUBSEQUENT TO REPORTING DATE 
 
Subsequent to the half-year end, the Board announced to the market that an on-market cash takeover 
offer for shares from NZOG Offshore Limited (a wholly owned subsidiary of New Zealand Oil & Gas 
Limited - "NZOG") at $0.10 per share had been received. The offer will remain open until Friday 27 
March 2015 (unless extended or withdrawn).  As stated the Board considers the offer from NZOG 
substantially undervalues the Company, and advised shareholders to reject the offer and not to sell 
their Cue Energy shares on-market at the offer price of $0.10 per share. The Board will keep 
shareholders duly informed of material developments. 
 
Apart from the above, the Directors are not aware of any matters or circumstances which have arisen 
since the end of the financial half-year, not otherwise dealt with in this report, which may 
significantly effect the operations of the entity, the results of those operations or state of affairs of 
the Group. 
 
 
NOTE 7 CONTINGENT ASSETS/LIABILITIES 
 
As a result of an economic project arrangement in the Jeruk field within the Sampang PSC, Indonesia, 
Cue may in certain circumstances have an obligation to reimburse certain monies spent by the 
incoming party from future profit oil within the Sampang PSC. There is a dispute between Cue and the 
incoming party as to the quantum of monies that they may be entitled to claim by way of such 
reimbursement and when any such reimbursement would be payable. The Company is of the view that 
any amount which might eventually become payable would not be likely to exceed the amount of 
US$4.7m.  An arbitration hearing found in favour of Cue’s position, however claims made by the 
incoming party are yet to be settled and hence there is still significant judgement and estimation in 
relation to these legal claims. 
 
Cue estimates its share of the cost of the Maari repairs programme is approximately US$4m of which a 
portion is expected to be recovered from insurance. 
 
Apart from the above, there has been no change since 30 June 2014 in reportable contingent assets or 
liabilities. 
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DIRECTORS DECLARATION 
 
In accordance with a resolution of the Directors of Cue Energy Resources Limited, I state that: 
In the opinion of the Directors: 
 
(a) the financial statements and notes of the consolidated entity are in accordance with the  
 Corporations Act 2001, including: 
 
 (i) giving a true and fair view of the financial position as at 31 December 2014 and the 
  performance for the half-year ended on that date of the consolidated entity; and 
 
 (ii) complying with Accounting Standard AASB 134  ‘Interim Financial Reporting’ and the  
  Corporations Regulations 2001 and other mandatory reporting requirements; and 
 
(b) there are reasonable grounds to believe that the Company will be able to pay its debts as and 
 when they become due and payable. 
 
On behalf of the Board of Directors 
 

 
 
 

   
Rowena A Sylvester 
Director 
 
 
Dated at Melbourne this 26th day of February 2015 
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Annexure 2 – Independent Expert's Report 
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7.3.1. Exploration potential 

The Maxwell conceptual lead is the only lead currently identified in WA-360-P, Figure 7-9. 

 

Figure 7-9: Maxwell prospect location, WA-360-P 

Maxwell is a gas prone stratigraphic-structural closure containing stacked Dingo, Eliassen and Calypso 
reservoirs mapped above the Wheatstone gas water contact (GWC) and potentially connected to the 
Wheatstone prospect via the Dingo sandstone, Figure 7-10. 

The Dingo sandstone has been penetrated at Wheatstone where it is gas charged and in communication with 
Triassic reservoirs. The Dingo sandstone was also penetrated at Artemis-1 below the Wheatstone GWC.  
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Figure 7-10: Maxwell prospect – Jurassic gas play 

Depth conversion is key to the prospect which is impacted by significant time distortion under the slope of 
the seafloor.  It is a high risk stratigraphic concept play.   

There are no drillable prospects within the permit and prospectivity is considered to be low. 

 

7.4. WA 361P Cue 15% 

WA-361-P covers an area of 644 km2.  MEO is the Operator and Cue has a 15% interest.  The permit expires 
on 30th Jan 2016.  Existing commitments minor geotechnical studies, Table 7-1. 

Table 7-2: WA-360-P work program commitments 

 

 

Table 7-3 shows the leads and prospects identified in WA-361-P which are described in Table 7-3.  Recent 
work by the Operator has shown the West Zeus lead to be a depth conversion artefact and therefore it will 
not be pursued.   

There are no drillable prospects within the permit and prospectivity is considered to be low. 
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Figure 7-11: WA-361-P concepts and leads map 

Table 7-3: WA-361 concepts and leads summary table 

 

  



 
 

 

 Cue Energy ITSR Final 28 Feb 2015 Page 50 

7.5. WA-409-P Cue 100% 

The two primary exploration prospects/leads in WA-409-P are Brigadier Updip and Python both of which are 
covered by the Zeebreis 3D seismic survey which was reprocessed at a budget cost of $1 million in 2014.  The 
objectives of the reprocessing project are described in section 7.1. 

 

Figure 7-12: Brigadier Updip prospect and Python lead WA-409-P and WA- 359-P 

 
Figure 7-13: Brigadier Updip prospect 

The Operator’s P50 prospective resource for the Brigadier Updip prospect is 17.7 MMstb.  
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Lateral Seal is a risk as the Muderong has been faulted and down-thrown leaving juxtaposition with Late 
Cretaceous carbonates and siltstones.  Reservoir thickness relies on an expanded Legendre section 
(compared to Brigadier-1).  The expansion would have left the higher N:G Upper Legendre reservoir 
preserved under the Base Cretaceous Unconformity.  Source and migration risks are the presence of source 
rock and migration across faults.  Geological chance of success (POS) is estimated to be 11%. 

Ongoing work to mature the Python lead includes: 

 3D prestack seismic inversion, rock physics modeling, and QI to help identify the likely lithology of 

the North Rankin Fm interval. 

 A regional well-based study to better estimate porosity in North Rankin Fm at Python Lead.  

 Creation of a regional hydrocarbon charge model to examine the likelihood of oil in the North Rankin 

Fm. 

Prospective resource estimates and risking will be carried out on completion of this work. 
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8. Exploration valuation 

8.1. Exploration Portfolio 

The dimensions and details of Cue’s exploration asset portfolio at the date of this report is summarised in 
Table 8-1 below: 

Table 8-1: Cue Energy Resources Ltd Petroleum Permits at 20 February 2015 

Permit Name Gross 
Area 

sq.km 

Operator 
(Parent 

Company 
shown) 

Cue Interest Permit 
start 

Permit 
end 

Work  commitments 
remaining 

            Firm Contingent 

  New Zealand 

PMP 38160 80 OMV 5% 2-Dec-05 1-Dec-27 NA NA 

PEP 51313 819 OMV 14% 30-Jul-09 29-Jul-21 G&G G&G 

PEP 54865 2475 Todd 
Energy 

20% 11-Dec-12 10-Dec-17 285 sq-km 3D 1 well before 
Dec 2016 

PEP 51149 217 Todd 
Energy 

20% 23-Sep-08 22-Sep-18 1 well (end 
2015) 

30km 2D 
seismic (by Sept 

2017), 1 well 
(by Sept 2018) 

Indonesia 

Sampang PSC 534.5 Santos 15%     NA NA 

Mahakam Hilir 
PSC 

275 Cue Energy 
(Pending 
Approval) 

100% 
(pending 

Government 
of Indonesia 

Approval) 

13-Nov-08 12-Nov-15 1 well NA 

Mahato PSC 5637 Texcal 
Mahato 

12.5% 
(pending GOI 

Approval) 

20-Jul-12 19-Jul-18 1 well, 200km 
2D seismic (Jul 

2015) 

1 Well (July 
2016-Jul 2017), 

1 well ( July 
2017-July 2018), 

G&G studies 

Australia 

WA-359-P 645 Cue Energy 100% 26-Oct-12 25-Oct-17 1 well (Oct 
2014-Oct 2015) 

Geotechnical 
Studies 

WA-360-P 643 MEO 37.50% 6-Mar-12 5-Mar-17 G&G studies Geotech 
studies, 1 Well 
(march 2016-

Mar 2017) 

WA-361-P 644 MEO 15% 31-Jan-11 30-Jan-16 Seismic 
Reprocessing 
(underway) 

NA 

WA-389-P 1939 BHP 
Billiton 

40% 9-Oct-13 8-Oct-18 Seismic 
Reprocessing 

Geotech 
Studies, 1 well 
(Oct 2017-Oct 

2018) 

WA-409-P 565 Cue Energy 100%   29-Apr-15 NA NA 
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8.2. Methodology 

Under the current oil price environment, which has resulted from the halving of the oil price from June 2014, 
many companies in the upstream oil and gas industry have been reducing their capital expenditure budgets, 
including for exploration. The value of Cue’s exploration asset portfolio has been assessed in this context. 

As many of Cue’s exploration interests are in lightly explored, immature permits, RISC has relied on farm-in 
promote multiples of exploration well or seismic expenditures to determine the value range of the permits. 
Unrisked success case economic values of prospects at US$60/bbl, US$80/bbl and US$100/bbl have been 
used to determine the initial attractiveness of prospects within a permit. 

Permits with no drillable prospects, or which have been assessed as high risk or with relatively low 
prospectivity, have initially been valued at the level of Cue’s future cost commitments. However, the 
quantum of these future commitments has then been deducted to determine the net value of the permits 
on a regional and portfolio basis. 

For permits with marginal prospects, the high values have been based on applying typical farm-in promote 
multiples on Cue’s past costs and future commitments. As result, this has led to a widening in the valuation 
range, away from a bell-curve type distribution. However, these value distributions reflect the very nature 
of exploration work programmes, which include the possibilities for more dispersed high-side outcomes. 

For the more prospective permits, typical farm-in promote multiples were applied to Cue’s past costs and 
future commitments to determine low, mid and high values for these permits. (Note: For the Mahakam Hilir 
PSC, RISC has only considered the past costs associated with the NS prospect, and not the failed NU 
prospect). 

8.3. New Zealand 

Cue has two offshore and one onshore permit in the Taranki Basin. 

The onshore permit PEP 51149 is in a lightly explored part of the basin. A prospect with a shallow oil target 
and a deep gas target has been identified. 

The Whio-1 well in the offshore permit PEP 51313 has downgraded all of the prospects in that permit. 

Two prospects have been identified in the other offshore permit PEP 54865. A commitment 3D seismic 
survey has been deferred to 2016. There is also a contingent obligation for a well to be drilled by end-2016. 

Table 8-2 summarises the values estimated for these permits. 

Table 8-2: Value of Cue's New Zealand exploration permits 

Permit Cue 
Equity 

Interest % 

Status Low 
Value 
A$M 

Mid 
Value 
A$M 

High 
Value 
A$M 

Comments 

PEP 51149 20.0% Onshore prospect 
in lightly explored 
area, with shallow 
oil target and deep 
gas target 

5.9 6.9 9.9 Low, mid and high values 
based on 1:1, 1.5:1 and 2:1 
times carry of well  

PEP 51313 14.0% All prospects in 
block downgraded 
after failure of 
Whio-1 

0.4 0.4 0.4 Low, mid & high values 
based on future 
commitments after tax. 
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PEP 54865 20.0% 3D seismic 
commitment 
deferred 2016 

0.0 0.0 1.1 Low & mid values based on 
future commitments after 
tax. High value is based on 
farm-out promote of 1.5:1 
carry on seismic 
commitment prior to a 
decision on the contingent 
well obligation 

Total Value of New Zealand exploration assets 6.3 7.4 11.4  

Less future firm commitments -4.4 -4.4 -4.4  

Net value of New Zealand exploration assets 1.9 2.9 6.9  

8.4. Indonesia 

Of Cue’s Indonesian assets, the offshore Sampang PSC has limited prospectivity with the Jeruk discovery 
remaining technically challenging and uneconomic. The Mahakam Hilir PSC in the onshore Kutei Basin in 
Kalimantan has a drill ready prospect, which with seal and trap uncertainties is fairly high risk. The Mahato 
PSC in the onshore Central Sumatra Basin is highly prospective, with some 20 prospects and leads having 
been identified. 

The table below summarises the value ranges of these assets. 

Table 8-3: Value of Cue's Indonesia exploration permits 

Permit Cue 
Equity 

Interest % 

Status Low 
Value 
A$M 

Mid 
Value 
A$M 

High 
Value 
A$M 

Comments 

Sampang 
PSC 

15.0% Jeruk static 
resources are 
uneconomic due 
to remaining 
significant, 
technically-
challenging 
estimating 
uncertainties 

0.3 0.3 0.3 Low, mid & high values 
based on future 
commitments after tax. 

Mahakam 
Hilir PSC 

100.0% Single onshore 
prospect 

13.5 17.7 26.1 Low, mid and high values 
based on 1.25:1, 1.5:1 and 
2:1 times carry of seismic 
reprocessing and well  

Mahato 
PSC 

12.5% Several prospects 
onshore. 

5.6 7.0 8.4 Low, mid and high values 
based on 2:1, 2.5:1 and 3:1 
times carry of seismic and 
wells 

Total Value of Indonesian exploration assets 19.4 25.0 34.8  

Less future firm commitments -14.1 -14.1 -14.1  

Net value of Indonesian exploration assets 5.3 10.9 20.7  
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8.5. Australia 

Cue’s Australian permits are located in the relatively deep water (>200 m) offshore northern Carnarvon Basin 
of Western Australia. Two prospects in two of the permits have been upgraded. The remaining permits either 
have prospects whose commercialization opportunities are conditional on these two prospects being 
successful, or do not have drillable prospects identified. 

The table below summarises the values of these permits. 

Table 8-4: Value of Cue's Australia exploration permits 

Permit Cue Equity 
Interest % 

Status Low 
Value 
A$M 

Mid 
Value 
A$M 

High 
Value 
A$M 

Comments 

WA-359-P 100.0% Sherlock 
prospect has 
been upgraded. 
Permit is being 
farmed-out. 
Commitment 
well due by end 
of 2015 

0.7 0.7 7.7 Low & mid value based on 
future commitments after tax. 
High value is based on farm-
out promote of 1.1:1 carry on 
high cost commitment well 
under current oil price 
environment 

WA-360-P 37.5% No drillable 
prospects 

0.2 0.2 0.2 Low, mid & high values based 
on future commitments after 
tax and very little prospect of 
farm-out under current oil 
price environment 

WA-361-P 15.0% No drillable 
prospects 

0.0 0.0 0.0 Low, mid & high values based 
on future commitments after 
tax and very little prospect of 
farm-out under current oil 
price environment 

WA-389-P 40.0% Main gas 
prospect, 
Caterina, has 
been upgraded. 
Commitment 
well due in 
2017 

2.4 2.4 5.3 Low & mid value based on 
future commitments after tax. 
High value based on farm-out 
promote of 1.1:1 carry on high 
cost commitment well under 
current oil price environment 

WA-409-P 100.0% Apache has 
withdrawn 
from permit. Oil 
prospect 
conditional on 
Sherlock 
prospect 
success 

0.6 0.6 0.6 Low, mid & high values based 
on future commitments after 
tax and very little prospect of 
farm-out under current oil 
price environment 

Total Value of Australian exploration assets 3.9 3.9 13.8  

Less future firm commitments -3.9 -3.9 -3.9  

Net value of Australian exploration assets 0.0 0.0 9.9  
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8.6. Summary 

RISC has assessed the value of Cue's individual exploration interests using the value of the work program and 
farm-in promote multiples. The sum of our low, mid and high estimates of the value of the individual permits, 
net of future firm commitment expenditures, are summarised in Table 8-5 below. 

Table 8-5: Exploration valuation - Cue Energy's net working interest 

Area Fair Market Value, A$ million 

  Low Mid High 

New Zealand 1.9 2.9 6.9 

Indonesia 5.3 10.9 20.7 

Australia 0.0 0.0 9.9 

Total 7.2 13.8 37.5 

 

The aggregated mid-value of each of the exploration assets has been assessed at A$ 13.8 million, while the 
low and high value estimates are A$ 7.2 million and A$ 37.5 million, respectively. As the low and high values 
of the exploration assets portfolio have been derived by the arithmetic addition of the individual asset low 
and high values, respectively, they represent the possible extremes of the exploration value envelop. While 
farmees into the individual permits could value the assets at either end of the value range assessed, it is 
unlikely that potential buyers of the exploration asset portfolio would value all of the assets at either all of 
the low or all of the high estimated extremes. Their own assessments of individual permits will span the low, 
mid or high outcomes based on factors including: their strategic objectives and region or geological basin 
focus; assessment of an asset’s prospectivity and associated geological risks; the fiscal and regulatory 
framework applicable to the asset; accessibility of commercialisation routes, including markets and 
infrastructure, for each asset; equity interests, operator capability and joint venture partners in each asset. 

Consequently, RISC assesses the value of Cue’s exploration asset portfolio to a single buyer as lying between 
A$10 million and A$ 20 million. 
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9. Declarations 

9.1. Qualifications  

RISC is an independent oil and gas advisory firm. All of the RISC staff engaged in this assignment are 
professionally qualified engineers, geoscientists or analysts, each with many years of relevant experience 
and most have in excess of 20 years. 

The preparation of this report has been supervised by Mr. Geoffrey Barker, RISC Partner. He has over thirty 
years of global experience in the upstream hydrocarbon industry, with extensive expertise in the areas of 
asset valuation, business strategies, evaluation of conventional and non-conventional petroleum (coal seam 
gas and tight gas), due diligence assessment for mergers, acquisitions and project finance requirements and 
reserves assessment/certification and preparation of Independent Technical Specialist reports. Mr. Barker is 
a Past Chairman of the SPE WA Section, a past member of the SPE International’s Oil and Gas Reserves 
Committee 2007-2009, and is a co-author of the Guidelines for Application of the Petroleum Resources 
Management System published by the SPE in November 2011 (Chapter 8.5 Coal Bed Methane). Mr Barker is 
a Member of the Society of Petroleum Engineers (SPE), and holds a BSc (Chemistry), Melbourne University, 
1980 and a M.Eng.Sc (Pet Eng), Sydney University, 1989 and is a qualified petroleum reserves and resources 
evaluator (QPPRE) as defined by ASX listing rules. 

RISC was founded in 1994 to provide independent advice to companies associated with the oil and gas 
industry. Today the company has approximately 40 highly experienced professional staff at offices in Perth 
and Brisbane, Australia and London, UK. We have completed over 1500 assignments in 68 countries for 
nearly 500 clients. Our services cover the entire range of the oil and gas business lifecycle and include: 

 Oil and gas asset valuations, expert advice to banks for debt or equity finance; 

 Exploration/Portfolio management; 

 Field development studies and operations planning; 

 Reserves assessment and certification, peer reviews; 

 Gas market advice; 

 Independent Expert/Expert Witness; 

 Strategy and corporate planning. 

9.2. VALMIN Code 

This Report has been prepared by RISC. This Report has been prepared in accordance with the Code for the 
Technical Assessment and Valuation of Mineral and Petroleum Assets and Securities for Independent Expert 
Reports 2005 Edition (“The VALMIN Code”) as well as the Australian Securities and Investment Commission 
(ASIC) Regulatory Guides 111 and 112. 

9.3. Petroleum Resources Management System  

In the preparation of this Report, RISC has complied with the guidelines and definitions of the Petroleum 
Resources Management System approved by the Board of the Society of Petroleum Engineers in 2007 
(PRMS). 

9.4. Report to be presented in its entirety 

RISC has been advised by Cue that this report will be presented in its entirety without summarisation. 
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9.5. Independence  

This report does not give and must not be interpreted as giving, an opinion, recommendation or advice on a 
financial product within the meaning of section 766B of the Corporations Act 2001 or section 12BAB of the 
Australian Securities and Investments Commission Act 2001. 

RISC is not operating under an Australian financial services licence in providing this report. 

In accordance with regulation 7.6.01(1)(u) of the Corporations Regulation 2001.  RISC makes the following 
disclosures: 

 RISC is independent with respect to Cue and Grant Samuel and confirms that there is no conflict of 

interest with any party involved in the assignment; 

 Under the terms of engagement between RISC and Cue for the provision of this report, RISC will 

receive a time-based fee, with no part of the fee contingent on the conclusions reached, or the 

content or future use of this report. Except for these fees, RISC has not received and will not receive 

any pecuniary or other benefit whether direct or indirect for or in connection with the preparation 

of this report; 

 Neither RISC nor any of its personnel involved in the preparation of this report have any material 

interest in Cue or in any of the properties described herein; 

 RISC has not provided advice to Cue specifically in relation to the Proposed Transaction. 

 RISC has carried out the following assignments for Cue over the last 2 years: 

o Technical and due diligence of a producing oil field (subject confidential) 

o Technical review of onshore Australian petroleum properties (subject confidential) 

o Independent review of the reserves and resources of the Maari Field 

o Independent technical review of the Jeruk field, Indonesia 

 The abovementioned assignments were undertaken as part of our normal independent consulting 

services, did not involve contingent payments and do not affect our ability to take an unbiased view 

of the assets. 

9.6. Limitations 

The assessment of petroleum assets is subject to uncertainty because it involves judgments on many 
variables that cannot be precisely assessed, including reserves, future oil and gas production rates, the costs 
associated with producing these volumes, access to product markets, product prices and the potential 
impact of fiscal/regulatory changes. 

The statements and opinions attributable to RISC are given in good faith and in the belief that such 
statements are neither false nor misleading. In carrying out its tasks, RISC has considered and relied upon 
information obtained from Cue as well as information in the public domain. 

The information provided to RISC has included both hard copy and electronic information supplemented 
with discussions between RISC and key Cue staff. 

Whilst every effort has been made to verify data and resolve apparent inconsistencies, we believe our review 
and conclusions are sound, but neither RISC nor its servants accept any liability, except any liability which 
cannot be excluded by law, for its accuracy, nor do we warrant that our enquiries have revealed all of the 
matters, which an extensive examination may disclose. 

In particular, we have not independently verified property title, encumbrances or regulations that apply to 
this asset(s). We have not independently confirmed the status of the permit titles. RISC has also not audited 
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the opening balances at the economic evaluation date of past recovered and unrecovered development and 
exploration costs, undepreciated past development costs and tax losses. 

We believe our review and conclusions are sound but no warranty of accuracy or reliability is given to our 
conclusions. 

Our review was carried out only for the purpose referred to above and may not have relevance in other 
contexts. 

9.7. Consent 

RISC has consented to this report, in the form and context in which it appears, being included in the 
Independent Expert’s Report prepared by Grant Samuel for Cue. Neither the whole nor any part of this report 
nor any reference to it may be included in or attached to any other document, circular, resolution, letter or 
statement without the prior consent of RISC. 

This Report is authorised for release by Mr. Geoffrey Barker, RISC Partner dated 28 February 2015. 

 

 

 

 

Geoffrey J Barker 
Partner  
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Appendix 1:  List of terms 
The following table lists abbreviated terms, along with a brief definition, that are commonly used in the oil 
and gas industry and which may be used in this report. 

Abbreviation Definition 

1P Equivalent to Proved reserves or Proved in-place quantities, depending on the context. 

1Q 1st Quarter 

2P The sum of Proved and Probable reserves or in-place quantities, depending on the context. 

2Q 2nd Quarter 

2D Two Dimensional 

3D Three Dimensional 

4D Four Dimensional – time lapsed 3D in relation to seismic 

3P The sum of Proved, Probable and Possible Reserves or in-place quantities, depending on the 
context. 

3Q 3rd Quarter 

4Q 4th Quarter 

AFE Authority for Expenditure 

Bbl US Barrel 

BBL/D US Barrels per day 

BCF Billion (109) cubic feet 

BCM Billion (109) cubic meters 

BFPD Barrels of fluid per day 

BOPD Barrels of oil per day 

BTU British Thermal Units 

BOE barrels of oil equivalent  

(equivalent to 1 bbl oil, 1 bbl condensate, 1 bbl NGL, 6,000 scf gas) 

BOEPD US barrels of oil equivalent per day 

BWPD Barrels of water per day 

°C Degrees celsius 

Capex Capital expenditure 

CAPM Capital asset pricing model 

CGR Condensate Gas Ratio – usually expressed as bbl/MMscf 

Contingent Resources Those quantities of petroleum estimated, as of a given date, to be potentially recoverable from 
known accumulations by application of development projects but which are not currently 
considered to be commercially recoverable due to one or more contingencies. Contingent 
Resources are a class of discovered recoverable resources as defined in the SPE-PRMS. 

CO2 Carbon dioxide 

CP Centipoise (measure of viscosity) 

CPI Consumer Price Index 

DEG Degrees 



 
 

 

 Cue Energy ITSR Final 28 Feb 2015 Page 61 

Abbreviation Definition 

DHI Direct hydrocarbon indicator 

Discount Rate The interest rate used to discount future cash flows into a dollars of a reference date  

DST Drill stem test 

E&P Exploration and Production 

EG Gas expansion factor. Gas volume at standard (surface) conditions / gas volume at reservoir 
conditions (pressure & temperature) 

EIA US Energy Information Administration 

EMV Expected Monetary Value 

EOR Enhanced Oil Recovery 

ESP Electric submersible pump 

EUR Estimated ultimate recovery 

Expectation The mean of a probability distribution 

F Degrees Fahrenheit 

FDP Field Development Plan 

FEED Front End Engineering and design 

FID Final investment decision 

FM Formation 

FPSO Floating Production Storage and offtake unit 

FWL Free Water Level 

FVF Formation volume factor 

GIIP Gas Initially In Place 

GJ Giga (109) joules 

GOC Gas-oil contact 

GOR Gas oil ratio 

GRV Gross rock volume 

GSA Gas sales agreement 

GTL Gas To Liquid(s) 

GWC Gas water contact 

H2S Hydrogen sulphide 

HHV Higher heating value 

ID Internal diameter 

IRR Internal Rate of Return is the discount rate that results in the NPV being equal to zero. 

JV(P) Joint Venture (Partners) 

Kh Horizontal permeability 

km2 Square kilometres 

Krw Relative permeability to water 

Kv Vertical permeability 
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Abbreviation Definition 

kPa Kilo (thousand) Pascals (measurement of pressure) 

Mstb/d Thousand Stock tank barrels per day 

LIBOR London inter-bank offered rate 

LNG Liquefied Natural Gas 

LTBR Long-Term Bond Rate 

m Metres 

MDT Modular dynamic (formation) tester 

mD Millidarcies (permeability) 

MJ Mega (106) Joules 

MMbbl Million US barrels 

MMscf(d) Million standard cubic feet (per day) 

MMstb Million US stock tank barrels 

MOD Money of the Day (nominal dollars) as opposed to money in real terms 

MOU Memorandum of Understanding 

Mscf Thousand standard cubic feet 

Mstb Thousand US stock tank barrels 

Mtpa Millions of tons per annum 

MPa Mega (106) pascal (measurement of pressure) 

mss Metres subsea 

MSV Mean Success Volume 

mTVDss Metres true vertical depth subsea 

MW Megawatt 

NPV Net Present Value (of a series of cash flows) 

NTG Net to Gross (ratio) 

ODT Oil down to 

GIIP Original Gas In Place 

STOIIP Original Oil in Place 

Opex Operating expenditure 

OWC Oil-water contact 

P90, P50, P10 90%, 50% & 10% probabilities respectively that the stated quantities will be equalled or exceeded. 
The P90, P50 and P10 quantities correspond to the Proved (1P), Proved + Probable (2P) and 
Proved + Probable + Possible (3P) confidence levels respectively.  

PBU Pressure build-up 

PJ Peta (1015) Joules 

POS Probability of Success 
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Abbreviation Definition 

Possible Reserves As defined in the SPE-PRMS, an incremental category of estimated recoverable volumes 
associated with a defined degree of uncertainty. Possible Reserves are those additional reserves 
which analysis of geoscience and engineering data suggest are less likely to be recoverable than 
Probable Reserves. The total quantities ultimately recovered from the project have a low 
probability to exceed the sum of Proved plus Probable plus Possible (3P) which is equivalent to 
the high estimate scenario. When probabilistic methods are used, there should be at least a 10% 
probability that the actual quantities recovered will equal or exceed the 3P estimate. 

Probable Reserves As defined in the SPE-PRMS, an incremental category of estimated recoverable volumes 
associated with a defined degree of uncertainty. Probable Reserves are those additional Reserves 
that are less likely to be recovered than Proved Reserves but more certain to be recovered than 
Possible Reserves. It is equally likely that actual remaining quantities recovered will be greater 
than or less than the sum of the estimated Proved plus Probable Reserves (2P). In this context, 
when probabilistic methods are used, there should be at least a 50% probability that the actual 
quantities recovered will equal or exceed the 2P estimate. 

Prospective Resources Those quantities of petroleum which are estimated, as of a given date, to be potentially 
recoverable from undiscovered accumulations as defined in the SPE-PRMS. 

Proved Reserves As defined in the SPE-PRMS, an incremental category of estimated recoverable volumes 
associated with a defined degree of uncertainty Proved Reserves are those quantities of 
petroleum, which by analysis of geoscience and engineering data, can be estimated with 
reasonable certainty to be commercially recoverable, from a given date forward, from known 
reservoirs and under defined economic conditions, operating methods, and government 
regulations. If deterministic methods are used, the term reasonable certainty is intended to 
express a high degree of confidence that the quantities will be recovered.  If probabilistic methods 
are used, there should be at least a 90% probability that the quantities actually recovered will 
equal or exceed the estimate. Often referred to as 1P, also as “Proven”. 

PSC Production Sharing Contract 

PSDM Pre-stack depth migration 

PSTM Pre-stack time migration 

psia Pounds per square inch pressure absolute 

p.u. Porosity unit e.g. porosity of 20% +/- 2  p.u. equals a porosity range of 18% to 22% 

PVT Pressure, volume & temperature 

QA/QC Quality Assurance/ Control 

rb/stb Reservoir barrels per stock tank barrel under standard conditions 

RFT Repeat Formation Test 

Real Terms (RT) Real Terms (in the reference date dollars) as opposed to Nominal Terms of Money of the Day 

Reserves RESERVES are those quantities of petroleum anticipated to be commercially recoverable by 
application of development projects to known accumulations from a given date forward under 
defined conditions. Reserves must further satisfy four criteria: they must be discovered, 
recoverable, commercial, and remaining (as of the evaluation date) based on the development 
project(s) applied. Reserves are further categorised in accordance with the level of certainty 
associated with the estimates and may be sub-classified based on project maturity and/or 
characterized by development and production status. 

RT Measured from Rotary Table or Real Terms, depending on context 

SC Service Contract 

scf Standard cubic feet (measured at 60 degrees F and 14.7 psia) 

Sg Gas saturation 

Sgr Residual gas saturation 
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Abbreviation Definition 

SRD Seismic reference datum lake level 

SPE Society of Petroleum Engineers 

SPE-PRMS Petroleum Resources Management System, approved by the Board of the SPE March 2007 and 
endorsed by the Boards of Society of Petroleum Engineers, American Association of Petroleum 
Geologists, World Petroleum Council and Society of Petroleum Evaluation Engineers. 

s.u. Fluid saturation unit. e.g. saturation of 80% +/- 10 s.u. equals a saturation range of 70% to 90%  

stb Stock tank barrels 

STOIIP Stock Tank Oil Initially In Place 

Sw Water saturation 

TCM Technical committee meeting 

Tcf Trillion (1012) cubic feet 

TJ Tera (1012) Joules 

TLP Tension Leg Platform 

TRSSV Tubing retrievable subsurface safety valve 

TVD True vertical depth 

US$ United States dollar 

US$ million Million United States dollars 

WACC Weighted average cost of capital 

WHFP Well Head Flowing Pressure 

Working interest A company’s equity interest in a project before reduction for royalties or production share owed 
to others under the applicable fiscal terms. 

WPC World Petroleum Council 

WTI West Texas Intermediate Crude Oil 
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