COMPANY 3D Oil Limited | TDO | $ 0.06/share

Date: 27 October 2015

RECOMMENDATION Speculative Buy | Very High Risk | $0.15/share target – revised up $0.04/share
EVENT Sea Lion-1 oil exploration well spuds; Prospective gas resource exceeds expectations on seismic
KEY POINTS
Offshore Victoria – oil drilling started - TDO started drilling the 24.9% owned Vic/P57 Sea Lion-1 exploration
th

well on the 26 October, following a delay in mobilisation to site. We see a good chance of finding hydrocarbons.
•

Sea Lion-1 exploration well is expected to take 3-4weeks to drill. It is sited in shallow water, close to shore and
on trend with other prolific Gippsland Basin oil/gas fields. We see that even a modest 11mmbbl oil discovery
could be economic and believe the well provides shareholders a near term chance of solid value upside.

•

We have adjusted our risked valuation for the Sea Lion-1 prospect down 6% to $0.04/share (and $0.09/share unrisked) to reflect our reduced long term real oil price from US$70/bbl to US$60/bbl. The negative impact was
partly offset by a $0.05 fall to $0.725 for long term AUD/USD exchange rate. Un-risked value is $0.09/share.

Offshore Tasmania 70% owned T/49P – preliminary estimate of Prospective Resources exceed expectation
•

TDO reported that preliminary interpretation of its 974km² 3D-seismic survey over northern part of T/49P permit
has indicated 6.82 trillion cubic feet (TCF) best estimate Prospective Resource potential in 6 identified structures.

•

Importantly TDO’s interpretation sees a drillable prospect at Flanagan – with a 1.38TCF target (with a low 0.41
and high 2.68TCF target). This analysis exceeds our previous view of Flanagan as a 0.8TCF target.

•

We have raised our risked-valuation for T/49P from $0.03 to $0.07/share to reflect: Firstly a bigger and better 3D seismic defined target with seemingly lowered risk on reservoir and seal units at Flanagan. Secondly a modest
value for the large 1.2TCF prospective resource at Whalebone and for over 4TCF in four other leads.

TDO’s plan is to farm-out part of its large 70% holding in T/49P - to drill a well by 2017
The strong seismic results, a near drill-ready Flanagan prospect and a gas-short Eastern Australian Gas market
boost the likelihood of a favourable farm-out that may boost our assessed $0.07/share value of this asset.
We re-iterate our Speculative Buy recommendation and $0.15/share 12-month price target (up $0.04/share)

Source: PAC Partners estimates

TDO is well funded for its 2015 program with ~A$10m in cash currently. TDO is also free carried for the first
US$7.5m cost of the Sea Lion well being drilled. At the well’s completion we anticipate that TDO may have over
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$6.0m or 2.5¢ps in funds to initiate follow-up drilling, explore a further Vic/P57 prospect and further T/49P activities.
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Profile: 3D Oil Limited (TDO) is an ASX listed oil and gas explorer and developer located in energy infrastructure
rich Gippsland and Otway Basins.
seeks, in or near Australia, exploration-led organic growth by utilising new
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techniques to proven hydrocarbon-prone areas close to facilities/markets.
•
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Vic/P57 – 24.9% interest The Sea Lion-1 prospect has upside if multiple horizons are found. It is located west of
the West Seahorse to Wirrah oil fields trend that has had a high exploration success rate. Northeast in Vic/P57

T/49P Preliminary Prospective Resource Estimate

the large Felix prospect has complexity but has been mapped with 15-80mmbbl that adds potential.
•

T/49P – 70% interest. This large 4,960km² Otway Basin block has been secured by its seismic program and is
on trend with Origin Energy’s 2TCF Thylacine gas development and appears most likely to host wet gas

Flanagan Prospect drill-ready based on new 3D seismic data

resources. Queensland LNG developments are boosting local gas prices and also industry interest in T/49P.

1.38 TCF recoverable gas Flanagan Prospect – 3D Oil
Prospective Resource Best Estimate

INVESTMENT OVERVIEW
•
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closeness to Thylacine boost attractiveness of the block.

he Prospective Resources estimates in this release are based on, and fairly represent, information
T/49P prospects and leads showing nearby Otway Basin gas fields
nd supporting documents prepared by, or under the supervision of, Dr Chris Pike who Updated
is employed
ll-time by 3D Oil as a Senior Geophysicist. Dr Pike holds a Ph.D. Geophysics and has more than
5 years practising in Petroleum Geophysics. He is a member of the Petroleum Exploration Society
Australia, the American Association of Petroleum Geologists (AAPG - US), the Society of
xploration Geophysicists (SEG – US), the Association of Professional Engineers and Geoscientists
Alberta (APEGA - Canada) and the Professional Engineers and Geoscientists of Newfoundland
nd Labrador (PEGNL - Canada). Dr Pike is qualified in accordance with ASX listing rule 5.41 and
as consented in writing to the inclusion of the information in the form and context in which it appears.
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An 11mmbbl development could provide TDO
Peak year EBITDA $60m on 0.9mmbbl oil

Source: PAC Partners’ estimates
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Recommendation Criteria
Investment View
PAC Partners Investment View is based on an absolute 1-year total return equal to capital appreciation plus yield.

Buy

Hold

Sell

> 20%

20% - 5%

< 5%

A Speculative recommendation is when a company has limited experience from which to derive a fundamental investment view.
Risk Rating
PAC Partners has a four tier Risk Rating System consisting of: Very High, High, Medium and Low. The Risk Rating is a subjective rating based on: Management
Track Record, Forecasting Risk, Industry Risk and Financial Risk including cash flow analysis.
Disclosure of Economic Interests

Structural map of Sea Lion

The views expressed in this research report accurately reflect the personal views of Lawrence Grech about the subject issuer and its securities. No part of the
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analyst's compensation was, is or will be directly or indirectly related to any recommendation
or view expressed in this report.
The following person(s) do not hold an economic interest in the securities covered in this report or other securities issued by the subject issuer which may influence
this report:
-the author of this report
-a member of the immediate family of the author of this report
Disclaimer
PAC Partners Pty Ltd. (“PAC Partners” or “PAC”) is a Corporate Authorised Representative of PAC Asset Management Pty Ltd holder of an Australian Financial
Services Licence (AFSL No. 335 374). PAC Partners is a business partner of Phillip Capital Limited (“PhillipCapital”) (AFSL 246 827).
The information contained in this report is provided by PAC Partners to Wholesale Investors only. Retail investor and third party recipients should not rely,
directly or indirectly, on this report. Users of this research report should not act on any content or recommendation without first seeking professional advice. Whilst the
report has been prepared with all reasonable care from sources, which we believe are reliable, no responsibility or liability is accepted by PAC Partners, for any errors
or omissions or misstatements however caused.
Any opinions, forecasts or recommendations reflect our judgement and assumptions at the date of publication or broadcast and may change without notice. This
report is not and should not be construed as an offer to sell or the solicitation of an offer to purchase or subscribe for any investment.
We are not aware that any user intends to rely on the Content provided or of the manner in which a user intends to use it. In preparing our Content it is not possible to
take into consideration the investment objectives, financial situation or particular needs of any individual user.
Access of this report does not create a client relationship between PAC Partners and the user. Users seeking to invest must obtain individual financial advice to
determine whether recommendations are appropriate to their investment objectives, personal financial situation or particular needs, before acting on
any recommendations.
This publication contains general securities advice. In preparing the advice, PAC has not taken into account the investment objectives, financial situation and
particular needs of any particular person. Before making an investment decision on the basis of this advice, you need to consider, with or without the assistance of a
securities adviser, whether the advice in this publication is appropriate in light of your particular investment needs, objectives and financial situation. PAC and its
associates within the meaning of the Corporations Act may hold securities in the companies referred to in this publication. PAC believes that the advice and
information herein is accurate and reliable, but no warranties of accuracy, reliability or completeness are given (except insofar as liability under any statute cannot be
excluded). No responsibility for any errors or omissions or any negligence is accepted by PAC or any of its directors, employees or agents.
Any content is not for public circulation or reproduction, whether in whole or in part and is not to be disclosed to any person other than the intended user, without the
prior written consent of PAC Partners

Disclosure of Corporate Involvement
Recipients of PAC Partners Research Reports should carefully consider the Disclaimers and Disclosures made below. In particular, regard should be had for any
disclosure by PAC Partners, where it has provided corporate finance services to the company, which is the subject of the Research Report.
PAC Partners has in the previous 24 months been involved in a publicly-announced transaction involving the payment of a fee to PAC Partners by the corporate
issuer described in this report. PAC Partners and/or their associates may own securities of the Company described in this report. PAC Partners does and seeks to do
business with companies covered in the research. PAC may receive commissions from dealing in securities. As a result, investors should be aware that PAC Partners
may have a conflict of interest that could affect the objectivity of this report.
For more information about PAC Partners please visit www.pacpartners.com.au
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