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Cooper Energy Limited (“Cooper”,”COE”,”Company”) has announced that 
it has acquired a 22.5% interest in the shallow offshore Seruway PSC in 
North Sumatra, Indonesia. The transaction, to be enacted via an all scrip 
purchase of unlisted Rion Energy, increases Cooper’s exposure to high 
impact properties. The Seruway PSC, previously assessed by Shell and 
Mobil, is located ~50km from Mobil’s underutilised Arun LNG plant. To 
date, six oil and gas discoveries have been made in the PSC, with 
identified potential for 400-2,700BCF gas and 20-150mmbbl condensate 
at Gurame. 

The second half of CY2007 is shaping up nicely for Cooper, with 
Kurnia-1, several Cooper Basin wells and the first well into the Seruway 
PSC planned. There is also potential for further corporate or project 
dealings with Mosaic Oil NL. The quality of assets in the Cooper portfolio 
continues to grow, underpinned by the Cooper Basin ‘cash engine’, 
despite a relatively flat share price. Due to the significant discount our 
valuation range of 62-154cps, we retain our recommendation for Cooper 
Energy Limited as an Accumulate. 

 Seruway Highlights 
• Seruway Potential Huge – Cooper’s investment for $6m in scrip 

offers significant leverage. Gurame alone has the potential to contain 
400-2,700BCF gas and 20-150mmbbl condensate, conservatively 
valued at US$300m if proven. The main prospect, Gurame, has had 
five wells drilled into it and is currently being surveyed by 3D seismic. 
Cooper expects that the first well into Gurame will be drilled later in 
CY2007 with an estimated probability of success of 75%.  

• Close to Infrastructure – The Seruway PSC is located just 15km 
from the onshore Alur Siwa field, with any gas able to be sent via an 
existing pipeline from Alur Siwa to the Arun LNG plant 50km away, 
which is operating at less than 30% of capacity. 

• Favourable Terms – The fiscal terms for the Seruway PSC are 
attractive for Cooper. Upon commercialisation, the Seruway JV 
receives back all of its sunk costs and 25% of the post well oil 
revenue and 40% gas revenue (normally 15% for oil, 30% for gas). 

• Potential Company Maker for Cooper – The large identified 
potential and high probability of success indicates that this acquisition 
has the potential to be a company making transaction for Cooper 
Energy. 

Cooper Energy Limited Accumulate 
Seruway Acquisition a Potential Company Maker 
 

Share Price Performance 
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year ending 30 June FY2006A FY2007F FY2008F FY2009F

Revenue A$m 33.1 27.7 13.9 3.2
EBITDA A$m 15.5 16.4 9.3 1.7
NPAT A$m 9.4 7.1 0.8 (4.1)
Free Cash Flow A$m 11.7 8.8 2.2 3.2
EPS A¢ 6.7 5.0 0.6 (2.8)
EPS Growth % chg - (19.4) (25.4) (88.8)
PER x 6.7 9.0 80.8 na
DPS cents - - - -
Dividend Yield % - - - -
Franking % - - - -

Sources: IRESS, Company Announcements, Hartleys' Estimates  
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Figure 1: Seruway PSC Plays  

 

Source: Cooper Energy Limited 

Seruway PSC (Cooper 22.5%) 

Transaction Details 
Cooper has entered into an agreement to purchase all of the equity in unlisted Rion Energy. Rion’s main asset 
is a 22.5% stake in the Seruway Production Sharing Contract (“PSC”) in North Sumatra, Indonesia. The 
consideration for the transaction is 13m fully paid Cooper shares at a notional value of 50 cps. 

Upon completion of the acquisition, Cooper will have a 22.5% stake in the PSC, with the remaining equity held 
by GFI Oil and Gas (22.5%) and Transworld (55%, operator). 

Work Completed to Date 
The Seruway PSC is located along the shoreline of north-eastern Sumatra in Indonesia. The PSC is located in a 
shallow offshore environment. The Seruway PSC has been the subject of a number of exploration campaigns 
over the years, with 14 wells drilled on the property to date. This drilling defined 6 oil and gas discoveries, with 
one discovered gas field, Gurame, at the appraisal stage. Gurame lies in less than ten metres of water. 

Five wells have been drilled into the Gurame prospect, with all wells encountering oil and gas. There are 
currently three known reservoir horizons at Gurame that have been variably assessed by the previous 
operators. 
 

Project Potential 
The Seruway PSC has been assessed in 
the past by Shell and Mobil, both at a time 
of lower oil and gas prices. At Gurame, 
Cooper believes that there is potential for 
the definition of 400–2,700BCF gas and 
20-150mmbbl condensate based on 
previous assessments. More importantly, 
the probability of success at Gurame is 
believed to be high, with an estimate of 
75%. There are also five other discoveries 
that require follow up, which could prove 
to be significant for Cooper. 

Potential Value to Cooper 
Using the lower assessed resources 
determined by Shell and Mobil of 400BCF 
gas and 20mmbbl condensate, the NPV10 
value of Gurame could be up to US$300m 
(US$67m Cooper share), dependant on 
field development scenarios and timing. 

Work Program 
A 100km2 3D seismic survey has recently been completed over most of the Gurame field, with processing 
expected to start in the next month. We expect that targets for drilling will be generated in the second half of 
2007, with the first well to be drilled at the end of 2007. The first well will be drilled as an appraisal well at 
Gurame, testing the best location defined by the 3D seismic program. 

Cooper estimates that its financial exposure to the joint venture will be $11m over two years. This will cover the 
3D seismic program as well as the first well to be drilled late in CY2007. 

South Madura Joint Venture (Cooper 30%) 
As had previously been flagged to the market, Cooper has announced that it has farmed down its interest in the 
South Madura JV from 45% to 30%. Nations Petroleum, a private oil and gas company, has agreed to fund 
approximately US$6m of Cooper’s exposure to the JV in the form of cost reimbursement, Kurnia-1 drill costs 
and a 2D seismic survey. 
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The new joint venture composition is: 

• Cooper Energy              30%  

• Nations Petroleum        60%  

• PT Eksindo                   10%  

Tenders are currently being assessed for three drill rigs for Kurnia-1. We understand that rig slots in April or 
May are currently being evaluated. Cooper expects to make an announcement on this in March. 

Mosaic Oil Investment (COE 6.64%) 

Cooper recently purchased on-market a 6.64% shareholding in oil and gas producer Mosaic Oil NL (ASX:MOS). 
At an average purchase price of 16.1cps, the consideration for the purchase was $5.1m, paid out of cash 
reserves. 

Mosaic is listed on the Australian and Papua New Guinean Stock Exchanges. Its core operating area is the 
Surat-Bowen Basin of southeast Queensland, where it is an active Operator of exploration (Authority to 
Prospect) and production (Petroleum Lease) activities. It also has interests in the North West Shelf and Papua 
New Guinea. 

Whilst Cooper has not declared its long-term strategy with respect to Mosaic, it is likely that investigations will 
be conducted with regards to asset swaps, farm-ins or merger of the two companies. Both companies have a 
similar enterprise value, however COE is currently oil focussed whereas MOS is predominantly gas and LPG 
focussed. Discussions with Cooper have indicated that any further transactions with MOS will be done on a 
friendly basis. 

Cooper Basin Assets 
Cooper’s ‘engine room’ is its production base in the Cooper Basin. The company was floated on these assets in 
2002 and currently produces oil from five fields. Several discoveries, including the most recent at Callawonga, 
have resulted in Cooper maintaining an attributable reserve position of ~1 mmbbl for the past few years. Oil 
production in FY2005 and FY2006 exceeded 350,000 barrels, however as the fields are maturing, production for 
FY2007 is forecast to be around 275,000 barrels. 

The December quarter production result of 73,512 barrels was ~20k barrels lower than we had expected. 
Excluding the recent addition of Callawonga (15.6kbbl), the production level for the December quarter was only 
8% higher than the September 2006 result, which was severely impacted by mechanical downtime. We had 
expected a better production figure for Sellicks, given the recent tie-in of Sellicks-2 and Sellicks-3. 

Cooper has recently completed a 3D seismic survey at PEL-92, which includes the Callawonga discovery. The 
aim of the program was to better delineate a north-south ridge structure that runs through the permit as potential 
hydrocarbon traps. Processing is currently underway with targets expected to be generated in H2 CY2007. 

The next wells to be drilled in the Cooper Basin are Rainbird-1 (PEL-93, COE 15% free carry), which is an oil 
exploration well with a 1.5mmbbl (P50) recoverable target and Colonus-1 (PEL-90, COE 25%), which is an oil 
exploration well with a 3.2mmbbl (P50) recoverable target. All targets are subject to farm-ins and JV approvals. 

Conclusion 
The Seruway PSC is attractive for Cooper as it expands its exposure to high impact discoveries and provides 
immediate access to discovered hydrocarbons that are close to infrastructure. The level of work completed to 
date and assessments of potential by Shell and Mobil provide confidence that a large hydrocarbon resource can 
be delineated and recovered. The high probability of success attributed to Gurame, coupled with the current 3D 
seismic program, should ensure that the first well is positioned for the best chance of success. 

The drilling of high impact wells at Kurnia and Seruway in mid-late CY2007 should provide a solid platform for 
news flow. Whilst we expect the acquisition to be a positive catalyst for the Cooper share price, a lack of drilling 
news in the next few months may constrain its run. We continue to maintain an Accumulate recommendation 
on Cooper Energy Limited. 
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Cooper Energy Limited Share Price
COE $0.46 ACCUMULATE

Key Market Information Directors Company Information

Share Price $0.46 Laurie Shervington (Chairman) Suite 4, Level 4, 83-85 The Esplanade
Market Capitalisation $63m Michael Scott (MD & CEO) South Perth, WA, 6151
52 Week High-Low $0.81-$0.37 Greg Hancock (Exec. Dir) Tel: +61 8 9368 5833
Issued Capital 139.0m Christopher Porter (Non-Exec. Dir) Fax: +61 8 9368 5844
Issued Capital (fully diluted inc. ITM options) 146.9m Stephen Abbott (Non-Exec Dir) Web: http://www.cooperenergy.com.au
Options 12.1m@$A0.36
Hedging - Top 10 Shareholders m shares %
Yearly Turnover/Volume $86.5m/150.8m shares
Liquidity Measure (Yearly Turnover/Issued Capital) 98% 1 Westpac Custodian Nominees Limited 9.51 6.8
Valuation $0.59 2 National Nominees Limited 8.87 6.3

3 ANZ Nominees Limited 4.33 3.1
Financial Performance Unit FY2006A FY2007F FY2008F FY2009F 4 Citicorp Nominees Pty Limited 3.08 2.2

5 Sydney Fund Managers Limited 2.00 1.4
Net Revenue A$m 33.1 27.7 13.9 3.2 6 Vanez Holdings Pty Ltd 2.00 1.4
Total Costs A$m (17.6) (11.3) (4.6) (1.4) 7 Colonial First State 1.70 1.2
EBITDA A$m 15.5 16.4 9.3 1.7 8 UBS Wealth Management Nominees 1.55 1.1
Depreciation/Amort A$m (3.2) (7.7) (9.5) (7.8) 9 Mr Gregory George Hancock 1.50 1.1
EBIT A$m 12.3 8.7 (0.2) (6.1) 10 Mrs Tracey Michelle Kleeman 1.10 0.8
Net Interest A$m 1.1 1.5 1.9 2.0
Pre-Tax Profit A$m 13.4 10.2 1.7 (4.1)
Tax Expense A$m (4.0) (3.1) (0.9) - Reserves & Resources Ultimate Production P50 Reserves
NPAT A$m 9.4 7.1 0.8 (4.1) (as at 2/8/2006) Recovery
Abnormal Items A$m - - - -
Reported Profit A$m 9.4 7.1 0.8 (4.1) Worrior       1.04               0.56       0.48 

Christies       0.46               0.23       0.23 
Sellicks       0.16               0.07       0.09 
Silver Sands       0.03                   -         0.03 

Financial Position Unit FY2006A FY2007F FY2008F FY2009F Callawonga       0.40                   -         0.40 
Totals       2.09               0.86       1.22 

Cash A$m 26.0 35.3 38.6 41.8 
Other Current Assets A$m 7.7 2.7 0.9 0.4 
Total Current Assets A$m 33.7 38.0 39.6 42.2 Production Summary Unit FY2006A FY2007F FY2008F FY2009F
Property, Plant & Equip. A$m 1.9 1.1 2.5 1.0 *Attributable
Exploration A$m 8.0 11.6 10.8 4.4 Oil - West Texas Int'  (OIL) 000bbl 354.7 307.9 146.3 37.9
Investments/other A$m 2.7 2.7 2.7 2.7 Gas Mcf - - - -
Tot Non-Curr. Assets A$m 12.7 15.4 16.0 8.2 Condensate 000bbl - - - -
Total Assets A$m 46.4 53.5 55.5 50.4 LPG 000bbl - - - -

Short Term Borrowings A$m - - - -
Other A$m 9.9 6.3 5.5 4.5 Price Assumptions Unit FY2006A FY2007F FY2008F FY2009F
Total Curr. Liabilities A$m 9.9 6.3 5.5 4.5
Long Term Borrowings A$m 0.1 3.2 4.1 4.1 Gas $A/GJ 3.40      3.58              3.83         4.00     
Other A$m 0.2 0.2 0.2 0.2 Condensate $US/bbl -        -                -          -      
Total Non-Curr. Liabil. A$m 0.3 3.4 4.3 4.3 Oil - West Texas Int'  (OIL) US$/bbl 64.21   70.12            70.00       60.00   
Total Liabilities A$m 10.3 9.7 9.8 8.8 Exchange Rate A$/US$ 0.75      0.77              0.75         0.74     

Net Assets A$m 36.1 43.8 45.7 41.6
Hedging Unit FY2006A FY2007F FY2008F FY2009F

Cashflow Unit FY2006A FY2007F FY2008F FY2009F
Total Forward Sales - Oil bbl - - - -

Operating Cashflow A$m 20.3 17.8 10.3 1.2 Forward Oil Price A$/bbl - - - -
Income Tax Paid A$m - - - -
Interest & Other A$m 1.1 1.5 1.9 2.0
Operating Activities A$m 21.4 19.3 12.2 3.2 Sensitivity Analysis Valuation ($/s) NPAT EPS (¢) CFPS (¢)

Property, Plant & Equip. A$m (3.4) (0.5) (2.0) - Base Case 0.59 7.1 5.0 10.5
Exploration A$m (6.3) (10.0) (8.0) - Oil Price +10% 0.60 8.6 6.0 11.5
Investments A$m (6.0) - - - Oil Price -10% 0.57 5.7 4.0 9.5
Investment Activities A$m (15.7) (10.5) (10.0) - Operating Costs +10% 0.58 6.8 4.8 10.2

Operating Costs -10% 0.59 7.5 5.3 10.7
Repayment of Borrowings A$m - - - - *N.B. NPAT, EPS, CFPS forecasts are for FY2007
Equity A$m 0.5 0.6 1.1 -
Financing Activities A$m 0.5 0.6 1.1 - Share Price Valuation (NAV) Est. $m Est. $/share

Net Cashflow A$m 6.2 9.4 3.3 3.2 Worrior (NPV @ 7%) 6.3 0.04
Christies (NPV @ 7%) 3.9 0.03

Ratio Analysis Unit FY2006A FY2007F FY2008F FY2009F Sellicks (NPV @ 7%) 2.0 0.01
Silver Sands (NPV @ 7%) 1.3 0.01

Cashflow Per Share A¢ 9.0 10.5 7.0 2.5 Callawonga (NPV @ 7%) 7.1 0.05
Cashflow Multiple X 5.0 4.3 6.5 18.1 Exploration- Cooper Basin 15.0 0.10
Earnings Per Share A¢ 6.7 5.0 0.6 (2.8) Exploration - International 25.0 0.17
Price to Earnings Ratio X 6.7 9.0 80.8 (16.1) Cash 25.9 0.18
Dividends Per Share A¢ - - - - Net Receivables 0.0 0.00
Dividend Yield % - - - - Corporate Overheads (3.2) (0.02)
Interest Cover X na 0.1 3.1 - Options & Other Equity 3.3 0.02
Return on Equity % 26% 16% 2% na Total 86.5 0.59

Analyst: Andrew Rowell
Phone: +61 8 9268 2837

Sources: Iress, Company Announcements, Hartleys Estimates

March 2007

Last Updated:  06/03/2007
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Disclaimer/Disclosure 
The author of this publication, Hartleys Limited ABN 33 104 195 057 (“Hartleys”), its Directors and their Associates from time to time may 
hold shares in the security/securities mentioned in this Research document and therefore may benefit from any increase in the price of 
those securities. Hartleys and its Advisers may earn brokerage, fees, commissions, other benefits or advantages as a result of a transaction 
arising from any advice mentioned in publications to clients. 
Any financial product advice contained in this document is unsolicited general information only. Do not act on this advice without first 
consulting your investment adviser to determine whether the advice is appropriate for your investment objectives, financial situation and 
particular needs. Hartleys believes that any information or advice (including any financial product advice) contained in this document is 
accurate when issued. Hartleys however, does not warrant its accuracy or reliability. Hartleys, its officers, agents and employees exclude all 
liability whatsoever, in negligence or otherwise, for any loss or damage relating to this document to the full extent permitted by law. 
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