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BUY
PRICE TARGET A$0.14
Price (6-Feb) A$0.09
el 2009 CUE out of the rack
Investment recommendation
52.Week Range (AS): ] Cue Energy Ltd (CUE: ASX)_ is ajunior_oil and gas company with production assets in
Shares Out. (M) : 698.1 New Zealand and Indonesia, generating consistent cash flows. Board and management
Market Cap (A$M): 62.8 changes over the last two years have generated a more pro-active strategy, which has
Dividend /Shr (AUc): 0.00 led to some portfolio rationalisation, with more expected. It has also led to ownership
E;"t'i:e”;‘t?é‘jgh(mbchﬂ)_ (333 changes, with NZ Oil & Gas recently replacing Todd Petroleum as the largest shareholder.
Enterprise Value (ASM): - On the back of st_eep oil pri(_:e faIIs,_2015 is_li_k_ely to be a year _of M&A for the sector ar_1d
CUE is an attractive target, in our view. We initiate research with a BUY recommendation
FYE Jun 2014A 2015E 2016E 2017E and a TP of A$0.14/share.
EBITDA (A$M) 15.9 21.6 25.1 24.6 Investment highlights
B t CUE t te EBITDA of US$22-25 the next f ith
{g},z'/ Zgoduction 0435 2608 2521 233 e expec o generate o -25m pa over the next four years, wi

upside if oil prices rise faster than the futures strip that we use. A solid cash balance of
EV/BOEPD (A$) 10,576 10,998 5,699 857 A$37m means CUE has a low EV of A$27m, and an EV/EBITDA multiple of 1.5x in 2015
Gas (%) 494 423 406 409 and 0.7x in 2016. Most of the cash is generated from CUE’s 5% of the long life Maari oil
0.14 field offshore NZ, supplemented by gas and oil production in Indonesia.

The company’s cash position of A$37m is earmarked for operations and an acquisition,
possibly boosted by some debt financing. We believe the current oil price weakness
provides excellent opportunities for the company to get another production asset into the
portfolio.

While trading liquidity has been thin, changes to the register suggest that the stock
could be in play. NZ Oil & Gas (NZO: ASX, Not Rated) bought 19.99% in December 2014,
and three other shareholders holding around 32% could deliver control of the company if
NZO were to make an offer.

Positive Board and management changes have led to Board independence, cost
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rate, and oil price assumptions in line with the Brent futures curve out to 2018, when we
apply a long-term price of US$80/bbl. The sensitivity to oil prices is low due to gas assets
and cash. A flat US$40 oil price would only reduce the valuation to $0.09/share.

Risks
Investment in upstream oil and gas companies carries significant risks, such as

commodity price volatility, and operational risks at the exploration, development and
production stages.

Canaccord Genuity is the global capital markets group of Canaccord Genuity Group Inc. (CF : TSX | CF. : LSE)
The recommendations and opinions expressed in this research report accurately reflect the research analyst's personal, independent and objective views about any and all
the companies and securities that are the subject of this report discussed herein.

For important information, please see the Important Disclosures beginning on page 14 of this document.
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Figure 1: Financial Summary

CUE ENERGY ASX: CUE Date: 6/02/2015
Year End: June
Company Description Profit & Loss (USSm) 2014a 2015e 2016e 2017e 2018e
Cue Energy (CUE:ASX) is an oil and gas company with production assets in New Net Revenue 33.6 33.8 36.6 35.2 35.0
Zeal s, TheCompary < oo v ad s pstion nables CUE 2. pering ot
Corporate & Other 6.2 5.7 4.8 3.9 3.4
Op EBITDAX 15.9 21.6 25.1 24.6 249
Exploration, G&G Expense 0.0 0.0 0.0 0.0 0.0
Market Information Dep'n 7.5 6.7 6.7 6.2 5.7
Share Price $ s 0.090 EBIT 8.4 14.9 18.4 18.4 19.3
Market Capitalisation Sm 63 Net Interest Expense -0.1 0.0 0.0 0.0 0.0
12 Month Hi-Lo S 0.074 - 0.135 Other Income (Loss) -2.3 0.0 0.0 0.0 0.0
Issued Capital m 698 Tax Expense 4.5 7.0 7.0 6.7 6.7
Dilutable Options m 5 NPAT (reported) 1.7 7.9 11.4 11.7 12.5
Fully Diluted m 704 Abnormals (net tax) 0.0 0.0 0.0 0.0 0.0
Net Debt (31/12/14) Sm - 37 NPAT (adjusted) 1.7 7.9 11.4 11.7 12.5
Enterprise Value (31/12/14) Sm 26
Cash Flow (US$Sm) 2014a 2015e 2016e 2017e 2018e
Valuation Unrisked (Sm Risk % Risked ($m) $/share PBT 34.8 33.8 36.6 35.2 35.0
Maari oil field NZ 54 100% 54 0.10 Add: Depreciation -16.6 -12.2 -11.5 -10.6 -10.1
Wortel Indonesia 19 100% 19 0.03 Less: Tax Paid -0.3 0.0 0.0 0.0 0.0
Oyong Indonesia 3 100% 3 0.01 Other -20.5 -5.7 -7.1 -6.7 -6.7
NZ development potential 20 10% 2 0.00 Operating Cash Flow -2.5 15.9 18.1 17.9 18.2
Total Assets 96 78 0.14 Net PP&E -12.4 -14.8 -1.8 -3.5 -0.5
Plus Net Cash 37 37 0.07 Exploration & evaluation -4.2 -4.0 -2.0 -2.0 -2.0
Less: Exploration (8) (8) (0.01) Other 8.5 0.0 0.0 0.0 0.0
Less: Corporate (30) (30) (0.05) Investing Cash Flow -8.1 -18.8 -3.8 -5.5 -2.5
TOTAL NAV 95 77 S 0.14 Share capital 0.0 0.0 0.0 0.0 0.0
Price Target S 0.14 Investments / Other 0.0 0.0 0.0 0.0 0.0
Dividends paid 0.0 0.0 0.0 0.0 0.0
Net Borrowings 0.0 0.0 0.0 0.0 0.0
Valuation Sensitivity Financing Cash Flow 0.0 0.0 0.0 0.0 0.0
0.21 Increase / (Decrease) -10.6 -2.9 14.3 12.4 15.7
019 Cash at end of period 37.1 34.2 48.5 60.8 76.5
0.17 —=
/-/ Balance Sheet (US$m) 2014a 2015e 2016e 2017e 2018e
D 015 Cash + S/Term Deposits 37.1 34.2 48.5 60.8 76.5
;Z o1s - ~ - Receivables 0.1 0.1 0.1 0.1 0.1
5>_t, / Current Assets 38.1 35.2 49.5 61.8 77.5
2 o011 — - Oil & Gas Properties 128.9 141.0 138.1 137.4 134.2
0.09 Other Non-current Assets 0.1 0.1 0.1 0.1 0.1
0.07 Total Assets 167.0 176.2 187.6 199.3 211.8
’ Payables 6.8 8.2 8.1 8.1 8.1
008 T o 0% 0% 0% 0% 30% Total Borrowings 0.0 0.0 0.0 0.0 0.0
—m— 0l Price Exchange Rate WACC Other Liabilities 28.1 28.1 28.1 28.1 28.1
Total Liabilities 34.9 36.2 36.2 36.2 36.2
Assumptions 2014a 2015e 2016e 2017e Net Assets 132.1 140.0 151.4 163.1 175.7
Brent USS/bbl i 99.1 59.6 67.5 71.7 Shareholders Funds 152.4 152.4 152.4 152.4 152.4
AUD:USD i 0.93 0.81 0.79 0.78 Retained Earnings -20.3 -12.4 -1.0 10.7 23.3
Reserves 0.0 0.0 0.0 0.0 0.0
Total Equity 132.1 140.0 151.4 163.1 175.7
Prod. (mmboe) : 2014a 2015e 2016e 2017e
Total Production | 0.89 0.95 0.92 0.85 Ratios & Multiples 2014a 2015e 2016e 2017e 2018e
% Oil : 51% 58% 59% 59% Average Realised Price 38 36 40 41 44
Unit Operating Cost 13 7 7 8 8
Production (Boe/d) 2014a 2015e 2016e 2017e EBITDAX Margin a47% 64% 69% 70% 71%
Maari oil field Nz : 432 766 814 744 EV/EBITDAX 1.6x 1.3x 0.6x 0.1x -0.5x
Wortel Indonesia ' 1,114 1,077 1,034 993 Op. Cashflow/Share (AS) $0.00 $0.02 $0.03 $0.03 $0.03
Oyong Indonesia : 889 761 672 595 P/ Op CF (AS) 2.8x 4.0x 3.5x 3.5x 3.5x
i EPS (AS) $0.00 $0.01 $0.02 $0.02 $0.02
Production (boe/Day) : 2,435 2,604 2,521 2,332 EPS Growth 246% 374% 45% 3% 7%
PER 39.9x 8.0x 5.5x 5.4x 5.0x
Directors & Management Dividend Yield 0.0% 0.0% 0.0% 0.0% 0.0%
Geoff King Chairman ROE 1.3% 5.6% 7.5% 7.2% 7.1%
David Biggs CEO ROIC 1.7% 7.5% 11.1% 11.5% 12.7%
Jeff Schrull GM Exploration and Production Net Debt/Total Capital -39.1% -32.3% -47.1%  -59.5% -77.2%
Andrew Knox CFO EBITDA / Interest -203.9x n.a. n.a. n.a. n.a.
Price/Book Value 0.50x 0.45x 0.41x 0.39x 0.36x

Source: Canaccord Genuity Estimates, company reports
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SOME SIGNS THAT CUE IS IN PLAY

Historical ties with Todd of New Zealand have been cut. CUE has long been seen as
an undervalued oil and gas producer, but the presence of long-term shareholder Todd
Mining Petroleum Ltd, has reduced both liquidity in the stock and its takeover
attraction. As a private New Zealand company, Todd was content to maintain a
substantial holding of 25-30% for many years, and its CEO Richard Tweedie was on
the Board from 1997 and holding the Chairmanship until he retired in 2013.

NZO takes 20% from Todd in December 2014. While Mr Tweedie was replaced on the
CUE Board by Todd’s new CEO, Mr Paul Moore, he subsequently resigned as a Director
in May 2014, and two new independent Directors were appointed, ending the
representation by Todd on the Board of CUE. This was the first sign that changes were
afoot, followed by the more significant step of selling 19.99% of its 27.4% holding in
the company to New Zealand Oil and Gas (NZO: ASX), announced on 22 December
2014. The price was $0.10/share and cost NZO $14m. NZO only made a brief
statement that “CUE has a 5% interest in the Maari field in PMP38160, which we view
as a quality asset and exposure to it fits our portfolio well”.

CUE is a good fit with NZO. NZO’s key assets include a 15% interest in the offshore
Kupe gas/condensate field and 27.5% of the Tui oil field, also in the offshore Taranaki
Basin of New Zealand. The fit is clear enough, but in our opinion there is a low
likelihood of NZO being satisfied to hold an indirect interest in the Maari field, through
a minority holding in CUE. We note that NZO had NZ$115m cash at the end of
December 2014, and even with a NZ$60m capital return in February 2015, NZO has
a strong balance sheet that could be used for a full acquisition of CUE. The other
reason we think there is a good fit between NZO and CUE is that NZO has expanded
its activities into Indonesia in recent times, which is CUE’s other main area of interest.

Figure 1: CUE's share ownership
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Source: CUE
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CUE should be worth more than $0.10/share. We think NZO'’s willingness to pay
$0.10/share for 19.99% of CUE supports a valuation above this level. Our DCF-based
valuation for CUE is $0.14/share and could be conservative, as it is based on the
current futures curve for oil prices, which are at 5-year lows. If we use a long-term
Brent oil price of US$90, our valuation would rise to $0.17/share.

In the current market, CUE would find it difficult to defend any reasonable offer. The
remaining large shareholders of CUE are likely sellers, in our view. Zeta Energy, which
holds 12.7%, is a subsidiary of listed investment company Zeta Resources Ltd (ZER:
ASX, Not Rated). Zeta has been accumulating stock in CUE over the last 12 months,
and has a calculated average entry cost of $0.11/share for its 88.6m shares. While
Zeta would obviously like to make a profit above $0.11/share, it will also have to
acknowledge the new, lower oil price environment. It is also worth noting that Zeta is
NZQO’s largest shareholder at 17.3%.

We believe the residual 7% owned by Todd is for sale, and we consider the 16% held
by Singapore Petroleum (owned by PetroChina following a takeover in 2009) equally
available for sale. We see no reason for PetroChina to hold an investment such as a
16% stake in a company like CUE. Consequently, if NZO were to make an offer in the
$0.12-0.15 range, and get a recommendation from the CUE Board, we believe it is
likely to be successful. This would allow Zeta to make a profit, and an exit for other
shareholders, such as PetroChina and Todd.

Good upside potential from the current share price of $0.09/share. A $0.13/share
takeover offer represents 55% upside to the current share price of $0.09, and a
$0.15 offer is 67% upside.

Buy Target Price A$0.14 | 8 February 2015
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OPERATIONAL AND FINANCIAL HIGHLIGHTS

Figure 2: CUE net production profile (boepd)
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CUE will enjoy production growth in 2015, with the Maari oil field the key driver on
higher production in the year ahead. The near doubling of New Zealand oil production
will more than offset some decline in the Indonesian Sampang PSC projects, with the
company expected to experience natural reservoir declines from 2016. We note that
production levels are expected to be between 2,000 and 2,500boepd for the next four
years, and that more than half the company’s production is gas, from the Wortel and
Oyong fields in Indonesia.

Figure 3: CUE EBITDAX using different oil price assumptions (US$m)
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CUE’s EBITDAX is expected to grow under our base case oil price scenario, which is
reflecting the futures curve for Brent. As shown in Fig. 3 above, different oil price
scenarios will have a material impact, but EBITDAX would hold above US$15m even
on a flat US$40 oil price scenario. This is partly due to the significant gas revenue
component, which was over US$16m in FY14, and is at least expected to be
maintained in FY15 as production enhancements in the form of compression and well
work-overs have been undertaken in 2014. CUE’s Indonesian gas price agreements
are set in US$, and do not have any oil price linkage, which provides a solid base to
the company’s medium term cash flows.

Base Case valuation is $0.14/share. The valuation and Target Price for CUE is based
on Proved Developed Reserves (PDP) of its three operating fields ($0.14/sh), plus a
low 10% risking for upside reserves at these fields, particularly at the Maari and
Manaia fields in NZ. Cash of $37m more than offsets the negative value of $30m for
corporate overheads. We also deduct $8m for exploration expenditures, while giving
no recognition to potential value from this program. Despite the M&A potential, we do
not include any control premium for corporate action.

Figure 4: CUE Valuation

Valuation Unrisked (Sm Risk % Risked (Sm) $/share

Maari oil field NZ 54 100% 54 0.10
Wortel Indonesia 19 100% 19 0.03
Oyong Indonesia 3 100% 3 0.01
NZ development potential 20 10% 2 0.00
Total Assets 96 78 0.14
Plus Net Cash 37 37 0.07
Less: Exploration (8) (8) (0.01)
Less: Corporate (30) (30) (0.05)
TOTAL NAV 95 77 $ 0.14
Price Target S 0.14

Source: Canaccord Genuity Estimates

Buy Target Price A$0.14 | 8 February 2015
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Figure 5: DCF valuations at different oil prices
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The valuation sensitivity shown in Fig.6 above shows that a flat US$40 oil price would
reduce the valuation to $0.09/sh (which is close to the current share price) whereas a
US$80 long term oil price would raise the valuation closer to $0.15/sh. The sensitivity
is not as large as many stocks, due to the Indonesian gas assets, and the net cash
position. This makes CUE a relatively low risk exposure to the oil and gas sector in
2015, a year when oil price uncertainty is high in the market.

Strong balance sheet - Cash plus debt capacity

CUE had $37m of cash and no debt at the end of the December quarter 2014. This
was down from $39m at the end of September, due to $14.8m of capex on the Maari
project and exploration. This was offset by cash flow and US$7m (A$8.5m) cash
received for the sale of its SE Gobe oil interest in PNG. This is a healthy position to be
in, and the rising production from Maari should increase cash flows, albeit the boost
to production coincides with very weak oil prices. While we expect modest FCF in
2015 due to capex at Maari and exploration, we forecast FCF of $12-15m pa for CUE
over the next three years.

The Maari oil field is a long-term oil project, with another 20-year life expectancy at low
decline rates and operating costs below $20/barrel (as recently confirmed by its
partner in Maari, Horizon Qil Ltd (HZN: ASX, Not Rated).

Great time to buy production assets

Over the last 18 months, CUE has signaled a desire to buy additional production
assets. Considering the company’s balance sheet, major capex completing, strong
cash flows and current drop in oil prices, the company is in an advantageous position
to purchase assets. We cannot predict where or what type of asset CUE might buy, but
following discussions with management, we believe a conservative approach to
acquisitions will be applied. Any acquisition is planned to be an onshore production
asset, or a development with near-term production. The geographic focus is also on
Australia and neighbouring countries. Considering the limited opportunities in
Australia and New Zealand, and the fact that the company has recently established an

Buy Target Price A$0.14 | 8 February 2015
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office in Jakarta, we think Indonesian acquisition opportunities could be at the top of
the list. The opportunity set in Indonesia is good, with a hugely petroliferous region,
the new administration under President Joko Widodo is genuinely addressing
corruption issues, and growing demand for gas is raising prices towards international
parity. Depending on the quality and the size of the asset, CUE may even consider
some debt funding to finance an acquisition, potentially making a material
transaction, generating a catalyst for share price performance.

New Board and management making steady progress

The management team at CUE has changed significantly over the last 18 months. A
re-structured Board has also led to some new strategic initiatives, which we see as
positives for investors.

Mr David Biggs was appointed CEO in mid-2013, having spent the previous 18 years
with BHP Petroleum, and prior positions with Petrocorp of NZ and Natural Gas
Corporation of NZ. Mr Jeff Schrull was appointed as GM Exploration and Production in
August 2014, a geophysicist with experience at Rialto Energy, Addax Petroleum and
Chevron.

The Board of Directors is made up of Geoff King as Chairman (a lawyer having worked
with Esso, Ampolex and the Asian Development Bank), and three non-executive
Directors: Andrew Young (an engineer with a background from Esso, Bridge Oil, Anzon
Ltd and Gaffney Cline), Stuart Brown (having worked as a geologist at Woodside and
Shell) and Rowena Sylvester (a finance background at ANZ, Ampolex, Essential Energy
and Optus). As already mentioned, the previous representation by the former, large
shareholder Todd Petroleum ended in May 2014, so the Board is entirely
independent.

Some key signs of change occurring at CUE in the last 18 months:

Sale of PNG assets for US$7m - CUE has historically been content to participate as a
minority equity owner in all its projects, and to our knowledge has never sold
production assets like the 3% interest in SE Gobe and 5% of the Gobe oil licenses in
PNG. With a modest level of oil production after many years of decline, and plans to
develop the overlying gas cap for PNG LNG, this was an asset that never made much
of a difference to the investment case in CUE, but the Board and management have,
in our view, correctly decided to sell out for a good sale price. Cash of A$8.5m was
received in December 2014.

Operatorship at Mahakam Hilir - Traditionally, CUE has not been an operator. In
October 2014, CUE announced that it had acquired the subsidiary company of its JV
partner in the Mahakan Hilir PSC onshore Kalimantan, Indonesia, thereby taking
100% ownership and operatorship. The willingness and capability to take on
operatorship is a positive in our view.

Farm-out or drop offshore exploration. The old approach by CUE (and many others in
the industry) was to participate in new exploration licenses through a JV, which would
be followed by a farm-out at the drilling stage, whereby CUE’s equity would be diluted
for a free carry in the drilling of an exploration well. While CUE has tried to farm-out
the existing exploration licenses in WA for a while, the recent oil price decline has
made that approach very unlikely to succeed. CUE has stated that it will drop the
licenses if no farm-outs can be achieved. We understand that the company has
limited expenditures on these licenses, so represent limited downside. We put zero
value on these licenses, but we and many other analysts would have put some value

Buy Target Price A$0.14 | 8 February 2015
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on such assets in the past. That is hard to justify in the current environment, and if
companies have drilling obligations on such licenses, it could in fact represent a
negative value.

De-listing of the company’s shares from the NZ Stock Exchange and the Port Moresby
Exchange in mid-2014. The listing of CUE’'s shares on these exchanges was an
attempt to attract investors in those markets, but never gained real traction, and
essentially only cost the company money. While this is a relatively minor issue, we
think the decision to remove this cost reflects a healthier respect for shareholders’
money, and a sign of the new corporate culture.

ASSET DISCUSSION

Figure 6: Raroa FPSO and Maari wellhead platform and Ensco 107 rig in background

Source: CUE

Kiwi oil production expected to double. CUE should enjoy a strong production boost
from the Maari oil field offshore New Zealand, where MR8A is the first of 4 new
production wells to be completed, plus work-overs on existing wells and possibly a
new water injection well. This is expected to boost production from around 7,000bopd
up to 17,000bopd in mid-2015. We have delayed this production peak until the
September quarter 2015, with an annual decline rate of 10% thereafter.

Buy Target Price A$0.14 | 8 February 2015
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Figure 7: New Zealand oil field locations

Source: CUE

Background on the Maari oil field. CUE owns 5% of the offshore Maari oil field, which
has been in production since early 2009. The operator is OMV, Austria’s largest oil
and gas company, 31% owned by the Austrian Government.

About 24mmbbl of oil has been produced to date, with remaining reserves about
32mmbbl, based on a 41% recovery factor from the 190mmbbl OIIP in the Moki and
M2A sandstones (RISC report from merger documents between Horizon Oil and Roc
Oil, June 2014). Significant additional reserves potential exist, particularly in the
deeper Mangahewa sandstone, both in the Maari structure and the nearby Manaia
structure. This upside will depend on various issues such as oil prices, costs of
extraction, ultimate recovery factors etc, but could add another 30-40mmbbl if
another 10-15% of the OIIP is recoverable.

The field is in about 100m of water depth, and has been developed using a wellhead
platform taking up to 12 well slots, currently comprising seven horizontal producers
and one deviated water injection well. The output is processed on the FPSO Raroa,
with crude oil transferred to oil tankers. The platform incorporates a permanent work-
over rig on the deck, as the Electrical Submersible Pumps (ESP’s) need regular
maintenance or replacement.

The field was shut down for 5 months in late 2013, after the JV exercised its option to
buy the Raroa FPSO for US$33m (US$1.65m net to CUE). This led to the repair of
mooring lines and an upgrade of the FPSO, in order to extend the life of the project.

Buy Target Price A$0.14 | 8 February 2015 0il and Gas, Exploration and Production 10



CANACCORH Genuity Cue Energy Resources Limited

Initiation of Coverage

Figure 8: Maari and Manaia oil field cross sections

Source: CUE

Oil in multiple reservoirs. Most of the Maari reserves bookings and production have
come from the Moki sandstone, but oil has also been produced from the shallower
M2A and the deeper Mangahewa sandstone reservoirs, through the extended reach
wells into the Manaia structure. As part of the production expansion, a new well is
planned in the hitherto un-drained Mangahewa Formation in the Maari structure.
Production from the extended well into the Mangahewa Formation in the Manaia
structure has ceased for now, but remains a longer-term development option.

These production enhancements are coming through in early 2015, and the field is
expected to peak at around 17,000bopd in mid-2015. The field actually started
production at over 30,000bopd in 2009, but had declined to less than 7,000bopd by
the December quarter 2014. We forecast production to average around 15,000bopd
in calendar 2015, with a 10% annual decline rate thereafter, which would allow the
project to keep going until 2030. However, this will require regular work-overs of old
wells and some new wells, plus a possible replacement of the FPSO at some stage, as
the Raroa vessel is ageing.

Indonesian assets generate good cash flows. The company’s Sampang PSC 60km
offshore Java produces mostly gas from the unmanned Wortel platform, plus oil and
gas from the nearby Oyong field, with CUE owning 15% of the project. Santos (STO:
ASX, Not Rated) is the operator, currently completing the installation of compression,
as well as doing well work-overs to extend the life of the fields, with Oyong probably
going for another 2-3 years, and Wortel for 4-5 years. This will be subject to reserves
extensions, commodity prices and other factors.

Buy Target Price A$0.14 | 8 February 2015 0il and Gas, Exploration and Production 11
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Figure 9: Indonesian oil and gas field locations

Source: CUE

The Indonesian fields are expected to do about 65mmcfd and 1200bopd (gross) in
2015, generating about $12m gross revenues and $6m EBITDAX to CUE. The
company’s share of capex in 2015 is estimated at $4.3m. The gas is sold to PT
Indonesia Power on a long-term contract. While gas prices have not been publicly
disclosed, we believe that positive price adjustments have taken place to reflect
improved market conditions for gas, and to encourage the additional expenditures on
the project. We assume a gas price of US$8/mcf in 2015, with the gas delivered to
the Grati gas plant, near the city of Surabaya (population 3m).

The Sampang PSC also contains an oil discovery called Jeruk, which was drilled in
2005, and initially caused great excitement due to large reserves expectations in the
hundreds of million barrels being discussed by the market. Follow-up drilling led to
severe downgrades as the field’s complexity became evident. No development was
undertaken, and is unlikely in our view.

CUE plans to drill 4 wells in calendar 2015, with 3 of them in Indonesia.

e Naga Selatan-2 is planned in the Mahakam Hilir PSC, Kalimantan, where CUE
now holds 100% of this exploration area. This is a small (2-5mmbbl) but
robust oil prospect between two oil fields in a neighbouring PSC, at Sei
Nangka and South Pelarang. CUE may seek a farm-in partner to drill this
target, although the cost of drilling ($2m) is low due to the shallow depth of
1,000m.

e Petapahan North-1 plus another well in the Mahato PSC, Central Sumatra
represent bigger prospects, with CUE having farmed-in for a 12.5% interest
last November. Prospect sizes are 10-100mmbbl, and on trend with the
130mmbbl Petapahan oil field, and 50km to the west of the giant Minas oil
field containing 5 billion barrels.

e Te Kiri North-1 is planned for late 2015, in PEP 51149 onshore New Zealand.
CUE holds 20% of this potential 10mmboe oil and gas prospect.
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West Australian exploration has no assumed value. CUE holds interests in a number
of WA exploration licenses, but does not plan to spend any significant funds on these
areas. The company is attempting to farm out these licenses, but the farm-out market
is very difficult at present. While the licenses are on trend with some of Woodside’s
(WPL: ASX, Not Rated) NW Shelf assets, mixed drilling results, high costs of rigs and
the drop in the oil price suggest that these leases have limited value. Luckily, there
are very low obligations on the licenses, so CUE is most likely to relinquish them, for
little cost.

Figure 10: West Australian exploration licenses

Source: CUE
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Appendix: Important Disclosures

Analyst Certification

Each authoring analyst of Canaccord Genuity whose name appears on the front page of this research hereby certifies that (i) the
recommendations and opinions expressed in this research accurately reflect the authoring analyst’s personal, independent and
objective views about any and all of the designated investments or relevant issuers discussed herein that are within such authoring
analyst’s coverage universe and (ii) no part of the authoring analyst's compensation was, is, or will be, directly or indirectly, related to the
specific recommendations or views expressed by the authoring analyst in the research.

Analysts employed outside the US are not registered as research analysts with FINRA. These analysts may not be associated persons of
Canaccord Genuity Inc. and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on communications
with a subject company, public appearances and trading securities held by a research analyst account.

Compendium Report

If this report covers six or more subject companies, it is a compendium report and Canaccord Genuity and its affiliated companies
hereby direct the reader to the specific disclosures related to the subject companies discussed in this report, which may be obtained at
the following website (provided as a hyperlink if this report is being read electronically) http://disclosures.canaccordgenuity.com/EN/
Pages/default.aspx; or by sending a request to Canaccord Genuity Corp. Research, Attn: Disclosures, P.O. Box 10337 Pacific Centre,
2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2; or by sending a request by email to disclosures@canaccordgenuity.com.
The reader may also obtain a copy of Canaccord Genuity’s policies and procedures regarding the dissemination of research by following
the steps outlined above.

Target Price / Valuation Methodology:
Cue Energy Resources Limited - CUE

The valuation is based on a risked DCF, using a 10% discount rate. Our oil price assumptions are based on the futures strip for Brent
until 2018, and US$8/mcf for Indonesian gas prices.

Risks to achieving Target Price / Valuation:
Cue Energy Resources Limited - CUE

Investing in oil and gas companies carries many risks, including assumptions made on commaodity prices, currencies, geological and
engineering risks, as well as political and regulatory changes.

Distribution of Ratings:
Global Stock Ratings (as of 02/08/15)

Buy 588 58.33% 33.33%

Hold 325 32.24% 14.46%

Sell 44 4.37% 2.27%

Speculative Buy 51 5.06% 56.86%
1008+ 100.0%

*Total includes stocks that are Under Review
Canaccord Genuity Ratings System
BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months.

HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months.
SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months.

NOT RATED: Canaccord Genuity does not provide research coverage of the relevant issuer.

“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the designated investment or the
relevant issuer.

Risk Qualifier

SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental criteria. Investments in the
stock may result in material loss.

Canaccord Genuity Company-Specific Disclosures (as of date of this publication)
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Initiation of Coverage

Cue Energy Resources Limited currently is, or in the past 12 months was, a client of Canaccord Genuity or its affiliated companies.
During this period, Canaccord Genuity or its affiliated companies provided investment banking services to Cue Energy Resources Limited.

In the past 12 months, Canaccord Genuity or its affiliated companies have received compensation for Corporate Finance/Investment
Banking services from Cue Energy Resources Limited .

Canaccord Genuity or one or more of its affiliated companies intend to seek or expect to receive compensation for Corporate Finance/
Investment Banking services from Cue Energy Resources Limited in the next six months.

Cue Energy Resources Limited Rating History as of 02/05/2015
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General Disclosures

“Canaccord Genuity” is the business name used by certain wholly owned subsidiaries of Canaccord Genuity Group Inc., including
Canaccord Genuity Inc., Canaccord Genuity Limited, Canaccord Genuity Corp., and Canaccord Genuity (Australia) Limited, an affiliated
company that is 50%-owned by Canaccord Genuity Group Inc.

The authoring analysts who are responsible for the preparation of this research are employed by Canaccord Genuity Corp. a Canadian
broker-dealer with principal offices located in Vancouver, Calgary, Toronto, Montreal, or Canaccord Genuity Inc., a US broker-dealer
with principal offices located in New York, Boston, San Francisco and Houston, or Canaccord Genuity Limited., a UK broker-dealer with
principal offices located in London (UK) and Dublin (Ireland), or Canaccord Genuity (Australia) Limited, an Australian broker-dealer with
principal offices located in Sydney and Melbourne.

The authoring analysts who are responsible for the preparation of this research have received (or will receive) compensation based upon
(among other factors) the Corporate Finance/Investment Banking revenues and general profits of Canaccord Genuity. However, such
authoring analysts have not received, and will not receive, compensation that is directly based upon or linked to one or more specific
Corporate Finance/Investment Banking activities, or to recommendations contained in the research.

Canaccord Genuity and its affiliated companies may have a Corporate Finance/Investment Banking or other relationship with the issuer
that is the subject of this research and may trade in any of the designated investments mentioned herein either for their own account
or the accounts of their customers, in good faith or in the normal course of market making. Accordingly, Canaccord Genuity or their
affiliated companies, principals or employees (other than the authoring analyst(s) who prepared this research) may at any time have

a long or short position in any such designated investments, related designated investments or in options, futures or other derivative
instruments based thereon.

Some regulators require that a firm must establish, implement and make available a policy for managing conflicts of interest arising as
a result of publication or distribution of research. This research has been prepared in accordance with Canaccord Genuity’s policy on
managing conflicts of interest, and information barriers or firewalls have been used where appropriate. Canaccord Genuity’s policy is
available upon request.

The information contained in this research has been compiled by Canaccord Genuity from sources believed to be reliable, but (with the
exception of the information about Canaccord Genuity) no representation or warranty, express or implied, is made by Canaccord Genuity,
its affiliated companies or any other person as to its fairness, accuracy, completeness or correctness. Canaccord Genuity has not
independently verified the facts, assumptions, and estimates contained herein. All estimates, opinions and other information contained
in this research constitute Canaccord Genuity’s judgement as of the date of this research, are subject to change without notice and are
provided in good faith but without legal responsibility or liability.

Canaccord Genuity’s salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies
to our clients and our proprietary trading desk that reflect opinions that are contrary to the opinions expressed in this research.
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Canaccord Genuity’s affiliates, principal trading desk, and investing businesses may make investment decisions that are inconsistent
with the recommendations or views expressed in this research.

This research is provided for information purposes only and does not constitute an offer or solicitation to buy or sell any designated
investments discussed herein in any jurisdiction where such offer or solicitation would be prohibited. As a result, the designated
investments discussed in this research may not be eligible for sale in some jurisdictions. This research is not, and under no
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction by any person or company
that is not legally permitted to carry on the business of a securities broker or dealer in that jurisdiction. This material is prepared for
general circulation to clients and does not have regard to the investment objectives, financial situation or particular needs of any
particular person. Investors should obtain advice based on their own individual circumstances before making an investment decision.
To the fullest extent permitted by law, none of Canaccord Genuity, its affiliated companies or any other person accepts any liability
whatsoever for any direct or consequential loss arising from or relating to any use of the information contained in this research.

For Canadian Residents:

This research has been approved by Canaccord Genuity Corp., which accepts sole responsibility for this research and its dissemination
in Canada. Canadian clients wishing to effect transactions in any designated investment discussed should do so through a qualified
salesperson of Canaccord Genuity Corp. in their particular province or territory.

For United States Residents:

Canaccord Genuity Inc., a US registered broker-dealer, accepts responsibility for this research and its dissemination in the United States.
This research is intended for distribution in the United States only to certain US institutional investors. US clients wishing to effect
transactions in any designated investment discussed should do so through a qualified salesperson of Canaccord Genuity Inc. Analysts
employed outside the US, as specifically indicated elsewhere in this report, are not registered as research analysts with FINRA. These
analysts may not be associated persons of Canaccord Genuity Inc. and therefore may not be subject to the NASD Rule 2711 and NYSE
Rule 472 restrictions on communications with a subject company, public appearances and trading securities held by a research analyst
account.

For United Kingdom and European Residents:

This research is distributed in the United Kingdom and elsewhere Europe, as third party research by Canaccord Genuity Limited,

which is authorized and regulated by the Financial Conduct Authority. This research is for distribution only to persons who are Eligible
Counterparties or Professional Clients only and is exempt from the general restrictions in section 21 of the Financial Services and
Markets Act 2000 on the communication of invitations or inducements to engage in investment activity on the grounds that it is being
distributed in the United Kingdom only to persons of a kind described in Article 19(5) (Investment Professionals) and 49(2) (High Net
Worth companies, unincorporated associations etc) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005
(as amended). It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons. This material is not for
distribution in the United Kingdom or elsewhere in Europe to retail clients, as defined under the rules of the Financial Conduct Authority.

For Jersey, Guernsey and Isle of Man Residents:

This research is sent to you by Canaccord Genuity Wealth (International) Limited (CGWI) for information purposes and is not to be
construed as a solicitation or an offer to purchase or sell investments or related financial instruments. This research has been produced
by an affiliate of CGWI for circulation to its institutional clients and also CGWI. Its contents have been approved by CGWI and we are
providing it to you on the basis that we believe it to be of interest to you. This statement should be read in conjunction with your client
agreement, CGWI's current terms of business and the other disclosures and disclaimers contained within this research. If you are in any
doubt, you should consult your financial adviser.

CGWI is licensed and regulated by the Guernsey Financial Services Commission, the Jersey Financial Services Commission and the Isle
of Man Financial Supervision Commission. CGWI is registered in Guernsey and is a wholly owned subsidiary of Canaccord Genuity Group
Inc.

For Australian Residents:

This research is distributed in Australia by Canaccord Genuity (Australia) Limited ABN 19 075 071 466 holder of AFS Licence No
234666. To the extent that this research contains any advice, this is limited to general advice only. Recipients should take into account
their own personal circumstances before making an investment decision. Clients wishing to effect any transactions in any financial
products discussed in the research should do so through a qualified representative of Canaccord Genuity (Australia) Limited. Canaccord
Genuity Wealth Management is a division of Canaccord Genuity (Australia) Limited.

For Singapore Residents:

This research is distributed pursuant to 32C of the Financial Advisers under an arrangement between each of the Canaccord Genuity
entities that publish research and Canaccord Genuity Singapore Pte. Ltd who are an exempt financial adviser under section 23(1)(d) of
the Financial Advisers Act. This research is only intended for persons who fall within the definition of accredited investor, expert investor
or institutional investor as defined under section 4A of the Securities and Futures Act It is not intended to be distributed or passed on,
directly or indirectly, to any other class of persons. Recipients of this report can contact Canaccord Genuity Singapore Pte. Ltd. (Contact
Person: Tom Gunnersen’s tel # is +852 3919 2561) in respect of any matters arising from, or in connection with, the [analyses or
report].
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For Hong Kong Residents:

This research is distributed in Hong Kong by Canaccord Genuity (Hong Kong) Limited who is licensed by the Securities and Futures
Commission. This research is only intended for persons who fall within the definition of professional investor as defined in the Securities
and Futures Ordinance. It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons. Recipients of
this report can contact Canaccord Genuity (Hong Kong). Ltd. (Contact Person: Tom Gunnersen'’s tel # is +852 3919 2561) in respect of
any matters arising from, or in connection with, the research.

Additional information is available on request.
Copyright © Canaccord Genuity Corp. 2015 . - Member IIROC/Canadian Investor Protection Fund

Copyright © Canaccord Genuity Limited 2015 . - Member LSE, authorized and regulated by the Financial Conduct Authority.
Copyright © Canaccord Genuity Inc. 2015 . - Member FINRA/SIPC

Copyright © Canaccord Genuity (Australia) Limited 2015 . - Participant of ASX Group, Chi-x Australia and of the NSX. Authorized and
regulated by ASIC.

All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under copyright to Canaccord
Genuity Corp., Canaccord Genuity Limited, Canaccord Genuity Inc or Canaccord Genuity Group Inc. None of the material, nor its content,
nor any copy of it, may be altered in any way, or transmitted to or distributed to any other party, without the prior express written
permission of the entities listed above.
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