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Pilot Energy Ltd
Small steps bringing the Mid-West Clean Energy Project closer

Pilot Energy Ltd (ASX:PGY) is a junior oil and gas exploration company transitioning towards
the new industry paradigm — clean and renewable energy. The company is now looking to
further progress its renewable and carbon capture options at the Mid-West Clean Energy
Project (MWCE) in Western Australia, having completed feasibility studies which confirm a
valid economic pathway. The company is pursuing next steps across multiple facets of the
MWCE Project having already restructured the Cliff Head JV and commenced the process
for regulatory approvals of the proposed Cliff Head Carbon Capture-Storage Project (CH
CCS). Concomitant with this, PGY has secured a MOU with 8 Rivers Capital, totalling some
Simn of cash and carry to begin the implementation of the engineering and
commercialisation of the blue hydrogen-clean ammonia downstream stages of the
integrated projects. As part of the MOU, 8 Rivers will receive a priority off-take option over
ammonia on start-up of operations. The project is advancing with the conversion of the Cliff
Head oil project to a carbon capture and storage project by 2025, providing a clear and
strategic first-mover advantage for the delivery of low-cost, clean blue hydrogen and
ammonia for large-scale export. Adding wind and solar power generation opportunities
closes the loop as an integrated clean energy provider. Although still early stage, the 8 Rivers
MOU demonstrates how the value proposition is crystallising. There is a portfolio of
potential, likely worth more than the sum of the parts, and the remainder of 2022, in
particular, could support a material re-rating on the expectation of a success-case outcome.

Business model

Pilot Energy is a junior oil and gas company transitioning to a sustainable clean energy play
with a portfolio of potential development opportunities. The current strategy is to pursue
the transformational growth potential of its carbon capture and clean energy (hydrogen
and ammonia generation) options through its Mid-West (and South-West) projects, having
determined their economic viability. The company is well positioned to leverage its
acreage and infrastructure base to deliver an integrated project with diversified revenue
streams. Financing for the initial phase could be provided through the accelerated
production of its remaining crude oil reserves and the initial CCS phase. We would also
highlight the partnering potential to prove third-party capital and arms-length validation.

Another tick in another box - a big 12 months unfolding
Securing a MOU with 8 Rivers Capital is another important step towards commercialising
the MWCE Project underpinning critical next steps towards the development of the clean
energy (blue hydrogen and clean ammonia) stages. 8 Rivers will be focussing on detailed
engineering and commercial evaluation on a pre-FEED basis and will invest AS1mn in cash
and carry to that end. As part of the MOU, 8 Rivers has been granted a priority off-take
option for an initial tranche of clean ammonia of up to 172.5kt pa on market terms and
conditions at start-up, currently expected around 2027. Work under the MOU is expected
to commence shortly and be completed in Q123; and run in parallel with on-going
regulatory submissions related to the Cliff Head CCS Project. We see the potential for a
material de-risking across the portfolio across the next 12 months with success cases
providing the platform for financing and potentially further partnering arrangements.

The value is crystallising

Early-stage projects are subject to potentially significant change through the evaluation
and construction processes, and attributing values remains a subjective exercise,
particularly when timing and financing are somewhat uncertain. We assign a risked
valuation of $134mn (26c¢ps) to the portfolio against a reference share price of 2.0cps. Our
valuation should be considered within that context and with the commensurate risk
overlay.

2-4.

Flash Comment

5th July 2022
Share Details
ASX code PGY
Share price (4-July) $0.02
Market capitalisation $10.1M
Shares on issue 504.4M
Net cash (31-Mar) $3.0M

Share Price Performance (12 months)

Upside Case

= Delivery of required approvals and declarations
underpinning the carbon capture options and de-
risking the commercial case for the South-West
projects

& Further commodity price (oil) upside

& Above-expectation production rates at Cliff Head
driving strong net operating cashflows

Downside Case

& Delays in the approvals processes slowing
progress on CCS and clean energy development
options

= Weaker oil cash flows resulting in potentially
dilutive equity financing requirements

= Commodity (oil) prices retrace historical lows
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About Us
BR Securities Australia Pty Ltd (BR) is the holder of Australian Financial Services License (“AFSL”) number 456663. RaaS Advisory Pty Ltd
(RaaS) is an Authorised Representative (number 1248415) of BR.

This Financial Service Guide (FSG) is designed to assist you in deciding whether to use RaaS’s services and includes such things as

- who we are

- our services

- how we transact with you
- how we are paid, and

- complaint processes

Contact Details, BR and Raa$S

BR Head Office: Suite 5GB, Level 5, 33 Queen Street, Brisbane, QLD, 4000
RaaS. 20 Halls Road Arcadia, NSW 2159

P: +61 414 354712

E: finola.burke@raasgroup.com

Raas is the entity providing the authorised AFSL services to you as a retail or wholesale client.

What Financial Services are we authorised to provide? RaaS$ is authorised to

- provide general advice to retail and wholesale clients in relation to
- Securities

- deal on behalf of retail and wholesale clients in relation to
- Securities

The distribution of this FSG by Raa$ is authorized by BR.

Our general advice service

Please note that any advice given by RaaS is general advice, as the information or advice given will not take into account your particular
objectives, financial situation or needs. You should, before acting on the advice, consider the appropriateness of the advice, having regard
to your objectives, financial situation and needs. If our advice relates to the acquisition, or possible acquisition, of a particular financial
product you should read any relevant Prospectus, Product Disclosure Statement or like instrument. As we only provide general advice we
will not be providing a Statement of Advice. We will provide you with recommendations on securities

Our dealing service
Raas$ can arrange for you to invest in securities issued under a prospectus by firstly sending you the offer document and then assisting
you fill out the application form if needed.

How are we paid?

Raas$ earns fees for producing research reports. Sometimes these fees are from companies for producing research reports and/or a
financial model. When the fee is derived from a company, this is clearly highlighted on the front page of the report and in the disclaimers
and disclosures section of the report.

We may also receive a fee for our dealing service, from the company issuing the securities.

Associations and Relationships

BR, Raas, its directors and related parties have no associations or relationships with any product issuers other than when advising retail
clients to invest in managed funds when the managers of these funds may also be clients of BR. RaaS’s representatives may from time to
time deal in or otherwise have a financial interest in financial products recommended to you but any material ownership will be disclosed
to you when relevant advice is provided.

Complaints

If you have a complaint about our service you should contact your representative and tell them about your complaint. The representative
will follow BR’s internal dispute resolution policy, which includes sending you a copy of the policy when required to. If you aren’t satisfied
with an outcome, you may contact AFCA, see below.

BR is a member of the Australian Financial Complaints Authority (AFCA). AFCA provide fair and independent financial services complaint
resolution that is free to consumers.

Website: www.afca.org.au; Email: info@afca.org.au; Telephone: 1800931678 (free call)

In writing to: Australian Financial Complaints Authority, GPO Box 3, Melbourne, VIC, 3001.

Professional Indemnity Insurance
BR has in place Professional Indemnity Insurance which satisfies the requirements for compensation under s912B of the Corporations Act
and that covers our authorized representatives.
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mailto:info@afca.org.au
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DISCLAIMERS and DISCLOSURES

This report has been commissioned by Empire Energy Group Ltd prepared and issued by RaaS Advisory Pty Ltd. RaaS Advisory has been
paid a fee to prepare this report. RaaS Advisory’s principals, employees and associates may hold shares in companies that are covered and,
if so, this will be clearly stated on the front page of each report. This research is issued in Australia by RaaS Advisory and any access to it
should be read in conjunction with the Financial Services Guide on the preceding two pages. All information used in the publication of this
report has been compiled from publicly available sources that are believed to be reliable. Opinions contained in this report represent
those of the principals of RaaS Advisory at the time of publication. RaaS Advisory provides this financial advice as an honest and
reasonable opinion held at a point in time about an investment’s risk profile and merit and the information is provided by the RaaS
Advisory in good faith. The views of the adviser(s) do not necessarily reflect the views of the AFS Licensee. RaaS Advisory has no
obligation to update the opinion unless RaaS Advisory is currently contracted to provide such an updated opinion. RaaS Advisory does not
warrant the accuracy of any information it sources from others. All statements as to future matters are not guaranteed to be accurate and
any statements as to past performance do not represent future performance.

Assessment of risk can be subjective. Portfolios of equity investments need to be well diversified and the risk appropriate for the investor.
Equity investments in listed or unlisted companies yet to achieve a profit or with an equity value less than $50 million should collectively
be a small component of a balanced portfolio, with smaller individual investment sizes than otherwise.

The science of climate change is common knowledge and its impacts may damage the global economy. Mitigating climate change may
also disrupt the global economy. Investors need to make their own assessments and we disclaim any liability for the impact of either
climate change or mitigating strategies on any investment we recommend.

Investors are responsible for their own investment decisions, unless a contract stipulates otherwise. RaaS Advisory does not stand behind
the capital value or performance of any investment. Subject to any terms implied by law and which cannot be excluded, RaaS Advisory
shall not be liable for any errors, omissions, defects or misrepresentations in the information (including by reasons of negligence, negligent
misstatement or otherwise) or for any loss or damage (whether direct or indirect) suffered by persons who use or rely on the information.
If any law prohibits the exclusion of such liability, RaaS Advisory limits its liability to the re-supply of the Information, provided that such
limitation is permitted by law and is fair and reasonable. Copyright 2022 Raa$S Advisory Pty Ltd (A.B.N. 99 614 783 363). All rights reserved.



