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Senex Energy Ltd (SXY)
Q4 FY21: Holding course on growth

Production growth takes a breather

SXY finished FY21 with total production of 17.3PJ (BP est. 17.6PJ), within company
guidance of 17-18PJ. Production plateaued in the final quarter to average 52TJ/day
and sales were 2% lower on gas processing facility maintenance. Full year revenue
was $116m, broadly in line with our estimate of $118m. Over the quarter, SXY’s net
cash position fell to $26m (from $36m); at quarter end, the company had cash of
$101m and $50m in undrawn debt.

EPS changes in this report are: FY21 now 6.1cps (previously 8.8cps); FY22 -2%; and
FY23 no change.

Next phase of expansion on track

Roma North’s expansion to 9PJ/year (25TJ/day) is expected to be online in the current
quarter. Together with Atlas currently at around 12PJ/year (33TJ/day), the Roma North
expansion will increase group nameplate capacity to around 21PJ/year (58TJ/day).
Taking Atlas to 18PJ/year and therefore group capacity to 27PJ/year (74TJ/day) is
through front end engineering design (FEED) with FID dependent on customers
signing term contracts. Roma North’s next expansion to 18PJ is also through FEED
and could further increase group capacity to 36PJ/year (99TJ/day), FID is expected by
the end of 2021. SXY reiterated its longer term target of lifting group production to
more than 60PJe/year by the end of FY25.

Investment thesis: Buy, Target Price $3.75/sh

SXY provides leverage to Australia’s east coast gas market where supply deficits are
supporting high prices. Near term earnings growth is from ongoing production growth,
improved domestic prices, and improved GLNG offtake prices as lagged oil-linked gas
prices flow through. The company has brownfield expansion projects and a track
record in project development. SXY is funded to pursue its growth aspirations, with net
cash and supportive bank debt. We also expect dividends to form an increasing
component of shareholder returns.

Earnings Forecast

Year end June 2020a 2021e 2022e 2023e

Sales (A$m) 120 116 174 223
350 EBITDA (A$m) 49 54 100 130
$3.00 NPAT (reported) (A$m) (51) 11 56 68
$2.50 NPAT (adjusted) (A$m) 4 11 56 68
$2.00 EPS (adjusted) (¢ps) 21 6.1 30.5 37.1
EPS growth (%) -47% 191% 398% 22%
§150 PER (x) 151.0 51.9 10.4 8.6
$1.00 FCF Yield (%) -9.4% 0.0% 1.9% 12.8%
$0.50 EV/EBITDA (x) 11.1 10.7 5.4 4.2
$0.00 Dividend (¢ps) - 8.0 8.0 14.0
Jul 19 Jan 20 Jul 20 Jan 21 Jul 21 Yield (%) 0.0% 2.5% 2.5% 4.4%
— SXY S&P 300 Rebased Franking (%) 0% 97% 0% 0%
ROE (%) -31% 2% 17% 18%
SOURCE: IRESS SOURCE: BELL POTTER SECURITIES ESTIMATES
BELL POTTER SECURITIES LIMITED DISCLAIMER:
ABN 25 006 390 772 THIS REPORT MUST BE READ WITH THE DISCLAIMER ON PAGE 7 THAT FORMS PART OF IT. Pagel
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Senex Energy Ltd (SXY)
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Q4 FY21: Holding course on growth

Table 1 - Quarterly summary

Production (PJ)

Sales (PJ)

Revenue (A$m)

Average realised gas price (A$/GJ)*
Net debt/(cash) (A$m)

Jun-20(a)*

3.0
28
25.1
75
45.1

Sep-20(a) Dec-20(a) Mar-21(a) Jun-21(a) QoQ(A%) Jun-21(BPe) vs BP(A%)
3.7 43 46 4.7 2% 5.0 -5%
3.3 4.0 4.8 4.7 -2% 5.0 -5%
222 27.9 33.2 325 -2% 34.8 -7%
5.9 6.2 6.8 6.9 1% 7.0 -1%
54.6 52.0 -36.0 -23.0 N/A

SOURCE: COMPANY DATA AND BELL POTTER SECURITIES ESTIMATES
NOTE: * BELL POTTER SECURITIES CALCULATED
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Figure 1 - Quarterly production profile Figure 2 — Surat Basin quarterly gas production & rates
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Key observations from the quarterly

Full year production guidance achieved: Production at SXY’s Surat Basin coal seam
gas assets has now plateaued at around 52TJ/day, peaking at 53TJ/day. Full year
production of 17.3PJ was within the company’s guidance of 17-18PJ (2.9-3.1mmboe).
Gas sales for the quarter were slightly weaker maintenance activities undertaken at
both the Roma North and Atlas projects.

Revenue in line with our estimates: Full year revenue was $116m, broadly in line
with our estimate of $118m. SXY’s average realised gas price for the quarter was
$6.90/GJ. We estimate that around 60% of SXY’s gas sales are to domestic customers
and 40% are to the oil price linked GLNG GSA. Higher crude oil prices in the June 2021
quarter should flow through to higher realised prices in the current quarter.

Expansions on track: Roma North to hit next target in the current quarter.

1.

Roma North expansion to 9PJ/year (24TJ/day): On target for completion in the
current quarter. This asset has been consistently performing above its initial
nameplate capacity of 6PJ/year (16TJ/day) over recent quarters.

Atlas expansion to 18PJ/year (49TJ/day): FEED is complete. SXY taking FID is
dependent on customers signing term GSAs. Current capacity at Atlas is
12PJlyear (32TJ/day).

Roma North expansion to 18PJ/year (49TJ/day): FEED is complete. Gas from
Roma North is sold into the GLNG GSA which allows for volumes up to
18PJl/year. FID is expected before the end of 2021.

SXY reiterated its annual production target of 60PJe (164TJe/day) by the end of
FY25, an almost tripling of current production levels.

BELL POTTER
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Senex Energy Ltd (SXY) 20 July 2021

e Balance sheet remains strong: SXY ended the quarter with cash reserves of $101m,
drawn debt of $75m for net cash of $26m (31 March 2021 cash reserves of $111m,
drawn debt of $75m for net cash of $36m). Existing bank facilities have $50m undrawn.
During the quarter SXY paid a $14.7m dividend and June 2021 quarterly capex was
$10.4m.

Changes to earnings estimates

We have updated our SXY financial model for the June 2021 quarterly report and made
minor operating adjustments for FY22.

Table 2 - Changes to earnings estimates

Previous New Change
Year ending 30 Jun 2021e 2022e 2023e 2021e 2022e 2023e 2021e 2022e 2023e
Production (mmboe) 17.6 21.7 26.3 17.6 215 26.3 0% -1% 0%
Sales (A$m) 118 176 223 116 174 223 -2% -1% 0%
EBITDA (A$m) 59 101 130 54 100 130 -8% -1% 0%
NPAT (reported) (A$m) 15 57 68 11 56 68 -31% -2% 0%
NPAT (adjusted) (A$m) 16 57 68 11 56 68 -30% -2% 0%
EPS (adjusted) (¢ps) 8.8 311 37.2 6.1 30.5 37.1 -30% -2% 0%
Dividend (¢ps) 8.0 8.3 14.2 8.0 8.0 14.0 0% -4% -2%
Valuation ($/sh) 3.51 3.74 3.92 3.60 3.81 4.04 3% 2% 3%

SOURCE: COMPANY DATA AND BELL POTTER SECURITIES ESTIMATES

Daily gas processing plant performance

The following charts are based on public data available from the Australian Energy Market

Operator (AEMO).
Figure 3 - Roma North daily performance Figure 4 - Atlas daily performance
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Senex Energy Ltd (SXY)

Company description

SXY’s strategy is to deliver oil and gas into the Australian East Coast domestic and
international energy markets. Its key assets are two Queensland Surat Basin CSG
projects, Atlas and Roma North, as outlined in the following table.

Table 3 - Key projects

Project Atlas
(Surat Basin, Queensland)

Western Surat Gas Project (WSGP)
(Surat Basin, Queensland)

Project Roma North (ex. Roma North)
Project type CSG CSG CsG
SXY equity 100% 100% 100%
Area covered ~58km? ~307km? ~533km?
2P Reserve 275PJ 283PJ 222PJ
Market Domestic 20-year GSA with 20-year GSA with
(contracted & uncontracted) GLNG GLNG
Initial 16 TJ/day
) Initi(?-lz?';ZJ'gl‘/)d ay I_Expa\ndi(r?g’;D fg E;)ATJ/day Expansion from
Project parameters Expanding to 48TJ/day (9PJpa) in tr_]e September 2021 quarter Roma North to
and potentially to 48TJ/day (18PJpa) +200 wells in total

Projected number of wells

First sales gas delivered

(18PJpa) in 2022

(Jemena owned gas plant
and pipeline)
~45 development
+100 in total
Early 2020

from 1H
FY23

(Jemena owned gas plant
and pipeline)
~50 development wells on top of
the 30 Phase 2 wells
Early 2020

SOURCE: COMPANY DATA AND BELL POTTER SECURITIES ESTIMATES

Investment thesis: Buy, Target Price $3.75/sh

SXY provides leverage to Australia’s east coast gas market where supply deficits are
supporting high prices. Near term earnings growth is from ongoing production growth,
improved domestic prices, and improved GLNG offtake prices as lagged oil-linked gas
prices flow through. The company has brownfield expansion projects and a track record in
project development. SXY is funded to pursue its growth aspirations, with net cash and
supportive bank debt. We also expect dividends to form an increasing component of
shareholder returns.

Valuation
Our earnings estimates and valuation currently factor in:

e Project Atlas (100% SXY) producing to 32TJ/day (12PJpa) then expanding to
48TJ/day (18PJpa) from 2022; and

¢ Roma North (Western Surat Gas Project) (100% SXY) producing to 18TJ/day,
increasing to 24TJ/day (9PJpa) in 2021. We are yet to incorporate Roma North’'s
expansion to 48TJ/day (18PJpa) from 1H FY23.

BELL POTTER Page 4
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Risks

Risk to energy sector equities include, but are not limited to:

Commodity price and exchange rate fluctuations. The future earnings and
valuations of exploration, development and operating energy assets and companies
are subject to fluctuations in underlying commodity energy prices and foreign currency
exchange rates.

Infrastructure access. Energy projects are reliant upon access to treatment and
pipeline infrastructure. Access to infrastructure is often subject to contractual
agreements, permits and capacity allocations. Agreements are typically long-term in
nature. Infrastructure can be subject to outages as a result of weather events or the
actions of third party providers.

Operating and capital cost fluctuations. Markets for exploration, development and
costs of goods sold can fluctuate and cause significant differences between planned
and actual operating and capital costs. Key operating costs are linked to energy and
labour markets. Energy companies are also exposed to costs associated with future
land rehabilitation.

Reserve and Resource risks. Future earnings forecasts and valuations rely on
accuracy of Reserve estimation, the ability to extract the underlying Reserve and the
potential for Reserve life extensions.

Sovereign risks. Energy companies’ assets are subject to the sovereign risk of the
country of location and may be exposed to the sovereign risks of major offtake
customers.

Regulatory changes. Changes to the regulation of infrastructure and taxation (among
other things) can impact the earnings and valuations of energy companies.

Environmental risks. Energy companies are exposed to risks associated with
environmental degradation as a result of their exploration and production processes.
Fossil fuel producers may be partially exposed to the environmental risks of end
markets including the electricity generation sector.

Operating and development risks. Energy companies’ assets are subject to risks
associated with their operation and development. Development assets can be subject
to approvals timelines or weather events, causing delays to commissioning and
commercial production.

Occupational health and safety (OH&S) risks. Energy companies are exposed to
OH&S risks.

Funding and capital management risks. Funding and capital management risks can
include access to debt and equity finance, maintaining covenants on debt finance,
managing dividend payments and managing debt repayments.

Merger/acquisition risks. Risks associated with value transferred during merger and
acquisition activity.

Impact of pandemic infection such as Coronavirus disease (COVID-19). This may
have an adverse impact on the macro economic factors such as energy demand and
oil/gas pricing.

BELL POTTER
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Senex Energy Ltd
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Table 4 - Financial summary

Date 20/07/21 Bell Potter Securities
Price A$ish 3.18 Stuart Howe (showe@bellpotter.com.au, +61 3 9235 1856)
Target price A$/sh 3.75
[PROFIT AND LOSS | [FINANCIAL RATIOS |
Yearending30Jdun T Unit | 2019 2020a  202le 2022 2023 Yearending30Jdun Unit | 201% 2020a  202le 2022¢ _ 2023¢.
Revenue (including other) $m 94 120 116 174 223 VALUATION
Expenses $m (52) (68) (62) (67) (86)  EPS (underlying) c/sh 3.9 2.1 6.1 30.5 371
EBITDAX $m 42 52 54 108 138 EPS growth % 2752% A7%  191%  398% 22%
Exploration $m (11) ()] - 8) (8) PER X 80.7x  151.0x  51.9x  10.4x 8.6x
EBITDA $m 31 49 54 100 130 DPS c/sh - - 8.0 8.0 14.0
Depreciation $m (25) 91 (32 (41) (59)  Franking % 0% 0% 97% 0% 0%
EBIT $m 6 (42) 23 59 71 Yield % 0.0% 0.0% 2.5% 2.5% 4.4%
Net interest expense $m 2 (©) (12) ®3) (3)  FCF/share c/sh (26) (30) 0 6 41
PBT $m 3 (51) 1 56 68  FCF yield % % 9% 0% 2% 13%
Tax expense : $m - - - - - EVIEBITDA X 138x  11l1x  10.7x 5.4x 4.2x
NPAT to owners of parent entity: ~ $m 3 (51) 1 56 68  LIQUIDITY & LEVERAGE
Other comprehensive income ©o$m 5 4 Net debt / (cash) $m (23) 36 (30) (35) (88)
Total comprehensive profit $m 8 (48) 1 56 68 ND/E % 6% 12%  -10%  -10%  -22%
Adjustments to NPAT $m 4 55 ND/ (ND + E) % -1% 10% -11% -11% -28%
Underlying NPAT as reported $m 7 4 11 56 68  EBITDA/net interest expense X 17.6x 5.5x 46x  36.1x 517X
PROFITABILITY RATIOS
CASH FLOW | EBITDA margin % 33% 41% 47% 57% 58%
Year ending 30 Jun Unit 2019a  2020a  202le 2022  2023e! EBIT margin % 6%  -35% 19% 34% 32%
OPERATING CASH FLOW Return on assets % 3% -13% 1% 8% 9%
Receipts $m 110 126 129 168 218 Return on equity % 4%  -31% 2% 17% 18%
Payments $m (60) (76) (80) (66) (83)
Tax $m [ASSUMPTIONS - Prices (nominal)
Net interest $m (O] 7) 9) ®3) (3)  Year ending 30 Jun Unit 2019a  2020a  202le  2022e LTreal
Other $m (5) 9 7 @®) (8)  Crude oil (Brent) US$/bbl 68 51 54 70 55
Operating cash flow $m 45 52 46 91 125  AUD/USD LUSSIAS | 0.73 0.70 0.72 0.74 0.74
INVESTING CASH FLOW
Capex $m (112) (161) (46) (80) (50) |ASSUMPTIONS - Production (equity)
Other $m 21 55 85 Year ending 30 Jun { Unit 2019a  2020a  2021e  2022e  2023e
Investing cash flow $m (91) (106) 38 (80) (50)  Project Atlas gas PJ - 16 10.1 13.0 175
FINANCING CASH FLOW Roma North gas PJ 19 52 7.6 8.6 8.8
Debt proceeds $m 50 75 TOTAL PJ 19 6.8 17.6 215 26.3
Repayment of borrowings $m ®) 0) Cooper Basin oil & gas mmboe 0.9 0.9
Dividends $m (15) 6) (22)  Project Atlas { mmboe | 03 17 22 30
Other $m 0 €) i) - RomaNorth ‘mmboe . 03 09 13 15 15
Financing cash flow $m ) 7 (32) ®) (22) TOTAL ‘mmboe. 12 21 30 37 45
Change in cash $m (4) 17 53 6 53
Free cash flow $m ) (54 85 1 75 |VALUATION
Issued capital Unit
BALANCE SHEET | shares onissue m 184
Year ending 30 Jun Unit 2019a  2020a  2021e 2022  2023e  Options assumed m 7
ASSETS Diluted shares m 191
Cash $m 63 80 132 138 191 NPV (Discount rate 9%real) Current + 12 months + 24 months
Receivables $m 27 20 16 23 28 $m $/sh $m $/sh $m $ish
Inventories $m 10 7 1 1 1  Project Atlas 519 2.82 535 291 553 3.01
PP&E, properties & exploration $m 341 588 382 421 412 Western Surat Gas Project 182 0.99 200 1.09 198 1.08
Other assets $m 62 15 146 146 146  Other properties - - - -
Total assets $m 504 710 677 728 778  Total assets 702 3.82 736 4.00 751 4.08
LIABILITIES Corp. overheads (less tax losses) (65  (0.35) (65)  (0.35) (65  (0.35)
Creditors $m 32 31 13 14 17 Enterprise value 637 3.46 671 3.65 686 BY8)
Borrowings $m 40 116 103 103 103 Net debt/(cash) (26) (0.14) (31 (0.17) (58)  (0.31)
Provisions $m 63 66 24 24 24 Equity value 663 3.60 702 381 744 4.04
Other liabilities $m 13 185 232 232 232
Total liabilities $m 148 399 372 372 376
NET ASSETS $m 356 310 305 356 402
Shareholder equity $m 356 310 305 356 402
Net debt $m (23) 36 (30) (35) (88)
Weighted average shares m 181 182 183 184 184
SOURCE: BELL POTTER SECURITIES ESTIMATES
—V
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Research Team

Staff Member Title/Sector Phone @bellpotter.com.au
Expect >15% total return on a Chris Savage Head of Research/Industrials 612 8224 2835 csavage
12 month view. For stocks regarded
as ‘Speculative’ a return of >30% is Analysts
expected. TS Lim Banks 61282242810  tslim
Expect total return between -5% John Hester Healthcare 612 8224 2871 jhester
and 15% on a 12 month view Tanushree Jain Healthcare 612 8224 2849 tnjain
Elyse Shapiro Healthcare 613 9235 1877 eshapiro
Expect <-5% total return on a Steven Anastasiou Industrials 61392351952  sanastasiou
12 month view Sam Brandwood Industrials 61282242850  sbrandwood
Speculative Investments are either start-up James Filius Industrials 613 9235 1612 ffilius
enterprises with nil or only prospective Sam Haddad Industrials 612 8224 2819 shaddad
operations or recently commenced Alex McLean Industrials 612 8224 2886 amclean
operations with only forecast cash flows, or Hamish Murray Industrials 613 9235 1813 hmurray
companies that have commenced Jonathan Snape Industrials 613 9235 1601 jsnape
operations or have been in operation for David Coates Resources 612 8224 2887 dcoates
some time but have only forecast cash Stuart Howe Resources 613 9235 1856 showe
flows and/or a stressed balance sheet. Brad Watson Resources 618 9326 7672 bwatson
Joseph House Resources 613 9235 1624 jhouse
Such investments may carry an Associates
exceptionally high level of capital risk and Olivia Hagglund Associate Analyst 612 8224 2813 ohagglund
volatility of returns. Michael Ardrey Associate Analyst 613 9256 8782  mardrey
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Bell Potter Securities (HK) Limited Bell Potter Securities (US) LLC
Room 1701, 17/F Floor 39

Prosperity Tower, 39 Queens Road 444 Madison Avenue, New York
Central, Hong Kong, 0000 NY 10022, US.A

Telephone +852 3750 8400 Telephone +1 917 819 1410
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London, England

W1J 8DZ, United Kingdom
Telephone +44 7734 2929

ABN 25 006 390 772

Level 29, 101 Collins Street
Melboume, Victoria, 3000
Telephone +61 39256 8700
www.bellpotter.com.au

The following may affect your legal rights. Important Disclaimer:

This document is a private communication to clients and is not intended for public circulation or for the use of any third party, without the prior approval of Bell Potter Securities
Limited. In the USA and the UK this research is only for institutional investors. It is not for release, publication or distribution in whole or in part to any persons in the two specified
countries. In Hong Kong, this research is being distributed by Bell Potter Securities (HK) Limited which is licensed and regulated by the Securities and Futures Commission,
Hong Kong. In the United States, this research is issued and distributed by Bell Potter Securities (US) LLC which is a registered broker-dealer and member of FINRA. Any
person receiving this report from Bell Potter Securities (US) LLC and wishing to transact in any security described herein should do so with Bell Potter Securities (US) LLC.

This is general investment advice only and does not constitute personal advice to any person. Because this document has been prepared without consideration of any specific
client’s financial situation, particular needs and investment objectives (‘relevant personal circumstances’), a Bell Potter Securities Limited investment adviser (or the financial
services licensee, or the representative of such licensee, who has provided you with this report by arrangement with Bell Potter Securities Limited) should be made aware of
your relevant personal circumstances and consulted before any investment decision is made on the basis of this document.

While this document is based on information from sources which are considered reliable, Bell Potter Securities Limited has not verified independently the information contained
in the document and Bell Potter Securities Limited and its directors, employees and consultants do not represent, warrant or guarantee, expressly or impliedly, that the
information contained in this document is complete or accurate. Nor does Bell Potter Securities Limited accept any responsibility for updating any advice, views opinions, or
recommendations contained in this document or for correcting any error or omission which may become apparent after the document has been issued.

Except insofar as liability under any statute cannot be excluded. Bell Potter Securities Limited and its directors, employees and consultants do not accept any liability (whether
arising in contract, in tort or negligence or otherwise) for any error or omission in this document or for any resulting loss or damage (whether direct, indirect, consequential or
otherwise) suffered by the recipient of this document or any other person.

Research Policies:
For Bell Potter's Research Coverage Decision Making Process and Research Independence Policy, please refer to our company website:

https://bellpotter.com.au/research-independence-policy/
Disclosure of interest:

Bell Potter Securities Limited, its employees, consultants and its associates within the meaning of Chapter 7 of the Corporations Law may receive commissions, underwriting
and management fees from transactions involving securities referred to in this document (which its representatives may directly share) and may from time to time hold interests
in the securities referred to in this document.

ANALYST CERTIFICATION

Each research analyst primarily responsible for the content of this research report, in whole or in part, certifies that with respect to each security or issuer that the analyst
covered in this report: (1) all of the views expressed accurately reflect his or her personal views about those securities or issuers and were prepared in an independent manner
and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed by that research analyst in the
research report.
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