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RECOMMENDATION
Speculative Buy

BP Gives Cadlao the Tick of Approval

12 month price target $0.25
12 month volume 43m RAI has recently achieved significant milestones which have matured the Cadlao
12 month share low A$0.05 redevelopment project to a near term Final Investment Decision (FID). These milestones
12 month share high A$0.27 . . . .
include an agreement for debt financing to the value of $US30m and a marketing agreement
Market Risk High with global oil and gas major BP which includes BP providing working capital to the value
Liquidity Risk BT of $US35m. Based on these two agreements we believe RAI is fully funded for the Cadlao
Infrastructure Risk Medium . i . o
Country Risk Medium redevelopment project and an FID for the project will be a formality in October 2011.
IRESS & DJC Research
ISSUED CAPITAL Key Points:
ASX RAI
Share price $0.12 ) ] )
MKkt cap® $31m e Agreement of US$30m debt funding. RAI has agreed terms for financing through DG
Sg‘ﬂgzgyghzgiign issue ;fgm Consulting for the provision of US$30m of project debt to be sourced through Legavi Holding
1 Undiuted L — source: e Inc (Legavi), a Philippines based corporate investment organisation associated with Hong
2 Various dates and strike prices Kong and European Fund Placement/Investors. Legavi has also expressed interest in
providing an additional facility of US$70m. Key terms for the financing include a two year term,
DIRECTORS 15% coupon and no penalty for early payment. Under the fiscal terms of the Cadlao project,
David Berrie Exec Chairman two thirds of all interest payments and funding charges are recoverable from production.
Jeff Steketee Managing Director
Jim Durant Technical Director
Mathew Howison  Non Exec Director e Marketing and working capital facility with BP. RAI has reached an agreement with global
Chris Reindler Non Exec Director ; ; ; g ; :
B Non Exec Director oil and gas major BP (through its subs@ary BP Singapore Pte Ltd) for tr_le marketing of the
crude oil produced from the Cadlao project . Under the agreement, BP will advance RAI the
Source: RAI full amount of oil sales revenue for its maiden cargo of up to 350,000 bbls of oil as it is
produced into the floating storage facility. RAI has estimated this represents a total of
MAJOR SHAREHOLDERS ~US$35m at current oil prices. Regional crude benchmark Tapis is currently trading at a
Sagepark Holdings 11.7% premium to WTI.
Pontia Pty Ltd 11.4%
Hebei Mining 9.3%

e Agreement with BP gives Cadlao a major tick of approval. The marketing and working
capital agreement with BP is a major tick of approval, in our view. We believe BP has
undertaken a significant amount of technical and commercial due diligence of the Cadlao
redevelopment project to ensure project robustness.

Source: IRESS

12 MONTH PERFORMANCE

e Funding capacity more than covers funding commitments for Cadlao. Given the equity
line of facility (US$20m), project financing (US$30m) and working capital arrangement with BP

$0.30 4 (US$35m), RAI has a total funding capacity of $US85m for the Cadlao redevelopment project.
$0.25 1 The Gross Capex estimate for the Cadlao redevelopment project is currently ~US$70m with
A0+ RAI's share being ~US$43m. RAI is required to pay 80% of the Capex to first oil under the

2Ll farmin agreement with Capex shared on an equity basis thereafter. Hence RAI now has

$0101 sufficient funding for the Cadlao redevelopment project.

$0.05

$0.00 T T T d . . . . . .
AUG10  Nov-10  Feb1l  May-1 e We maintain our Speculative Buy recommendation with an upgraded price target of

Source: IRESS $0.25/sh (previously $0.23/sh). We have de-risked the Cadlao project by 10% (increasing

. our Probability of Success from 55% to 65%) to reflect the recent funding agreements. Near

gglﬂgeizlir(?;}?st term upside will be driven by the FID (October 2011) of Cadlao, first oil from Cadlao in 1Q

+61 8 9263 5311 CY2012 and the high impact exploration drilling of the Kaupokonui prospect (Taranaki Basin,
ebulseco@djcarmichael.com.au New Zealand) which is planned for 1Q CY2012.
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Cadlao Redevelopment Funding

RAI has a total funding capacity of $US85m for the Cadlao redevelopment project. The Gross
Capex estimate for the Cadlao redevelopment project is ~US$70m with RAI's share being
~US$43m. RAl is required to pay 80% of the Capex to first oil under the farmin agreement with
Capex shared on an equity basis (50%) thereafter. Hence RAI now has sufficient funding for the
Cadlao redevelopment project.
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Figure 1: Cadlao Funding Capacity Source: DJC and RAI
RAI Valuation

We have upgraded our price target to $0.25/sh (previously $0.23/sh). The key change is that
we have de-risked the Cadlao project by 10% (increasing our Probability of Success from 55% to
65%) to reflect the recent funding agreements. Given capex to first oil (RAI share) is estimated to
be $20m, we have forecasted debt to remain at $20m as previously assumed. Once first oil is
achieved we have assumed the working capital facility will fund the next well, with the project
being self-funded once two wells are on-stream.

Valuation Component NPV10 A$m POS Risked NPV A$/sh
Cadlao 89 65% 57.9 0.17
Cadlao East Prospect 13 10% 1.3 0.00
Bonita Discovery 10 20% 1.9 0.01
Kaupokonui Prospect 378 10% 37.8 0.11
Amanah Prospect 153 5% 7.7 0.02
Corporate 4) 100% -4.0 -0.01
Est. Cash 4 100% 3.9 0.01
Forecasted Debt (20) 100% -20.0 -0.06
Price Target 622 86 0.25
Figure 2: RAI Valuation Source: DJC Estimates
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Disclosure RCANO0982

This Research report, accurately expresses the personal view of the Author. All the information utilised in this report is accurate and current at the date
stated on this report.

DJ Carmichael Pty Limited, members of the Research Team; including authors of this report, its directors and employees advise that they may hold
securities, may have an interest in and/or earn brokerage and other benefits or advantages, either directly or indirectly from client transactions in stocks
mentioned in this report.

DJ Carmichael Pty Ltd is a wholly owned subsidiary of DJ Carmichael Group Pty Ltd ACN 114 921 247.

In accordance with Section 949A of the Corporations Act 2001 D J Carmichael Pty Limited advise this email contains general financial advice only. In
preparing this document D J Carmichael Pty Limited did not take into account the investment objectives, financial situation and particular needs (‘financial
circumstances’) of any particular person. Accordingly, before acting on any advice contained in this document, you should assess whether the advice is
appropriate in light of your own financial circumstances or contact your D J Carmichael Pty Limited adviser. D J Carmichael Pty Limited, its Directors
employees and advisers may earn brokerage or commission from any transactions undertaken on your behalf as a result of acting upon this information.
D J Carmichael Pty Limited, its directors and employees advise that they may hold securities, may have an interest in and/or earn brokerage and other
benefits or advantages, either directly or indirectly, from client transactions. D J Carmichael Pty Limited believe that the advice herein is accurate however
no warranty of accuracy or reliability is given in relation to any advice or information contained in this publication and no responsibility for any loss or
damage whatsoever arising in any way for any representation, act or omission, whether express or implied (including responsibility to any persons by
reason of negligence), is accepted by DJ Carmichael Pty Limited or any officer, agent or employee of D J Carmichael Pty Limited. This message is
intended only for the use of the individual or entity to which it is addressed and may contain information that is privileged, confidential and exempt from
disclosure under applicable law. If you are not the intended recipient or employee or agent responsible for delivering the message to the intended
recipient, you are hereby notified that any dissemination, distribution or copying of this communication and its attachments is strictly prohibited.

The Author of this report made contact with Raisama Ltd for assistance with verification of facts, admittance to business sites, access to
industry/company information. No inducements have been offered or accepted by the company.

The recommendation made in this report is valid for four weeks from the stated date of issue. If in the event another report has been constructed and
released Raisama Ltd, the new recommendation supersedes this and therefore the recommendation in this report will become null and void.

Recommendation Definitions

SPECULATIVE BUY - 10% out-performance, but high risk

BUY — 10% or more out-performance

ACCUMUATE - 10% or more out-performance, buy on share price weakness

HOLD - 10% underperformance to 10% over performance

SELL — 10% or more underperformance

Period: During the forthcoming 12 months, at any time during that period and not necessarily just at the end of those 12 months.

Stocks included in this report have their expected performance measured relative to the ASX All Ordinaries index. DJ Carmichael Pty Limited’'s
recommendation is made on the basis of absolute performance. Recommendations are adjusted accordingly as and when the index changes.

To elect not to receive any further direct marketing communications from us, please reply to this email and type 'opt out ' in the subject line. Please allow
two weeks for request to be processed.

© 2011 No part of this report may be reproduced or distributed in any manner without permission of DJ Carmichael Pty Limited.

23rd September 2011 3



