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High impact drill program commences       3rd April 2007 

Recommendation: SPECULATIVE BUY 

GICS Industry:                          Materials 

Capital Structure: 
Share Price  A$0.46 

Fully paid ordinary Shares 70.26m 

Options (ex 40c, 30tth June 2008) 36.5m 

Options (ex 20c, 30tth June 2008) 4.22m 

Market Capitalisation - diluted A$51.2m 

Approx Cash (19/3/07) A$4.6m 

Share Price Year High-Low A$0.23 -1.15 

 
Directors: 

Chairman John Dickinson 

Managing Director/CEO Justin Pettett 

Executive Director/COO Ryan Messer 

Non-Executive Director Ananda Kathiravelu 

Non-Executive Director Philip Judge 

 
Top Shareholders: 
Entity  Shares (m) % 
First Capital Corporate Limited 4.69 6.7% 

Zebon Two P/L <Zebon Prop A/C> 4.66 6.6% 

Anglo Energy Company Inc 4.2 6.0% 

Dreampt Pty Limited 1.81 2.6% 

C. Sceroler <Sceroler Prop A/C> 1.8 2.6% 

Pettett P/L <Pettett Family A/C> 1.7 2.4% 

John Dickinson 1.7 2.4% 

Sourcerock Investments P/L 1.7 2.4% 

 

Share Price History: 

 

Investment Highlights 
�  Pryme Oil & Gas (“Pryme” or “the Company”) have assembled an attractive 

basket of near term development opportunities focussed in Louisiana (US) 
including the Turner Bayou (3D seismic, on-trend Tuscaloosa and Frio 
play), Raven engineering play, (Cotton Valley sandstone), Kestrel (updip to 
existing well 3D Hackberry horst block gas play) and Condor Projects 
(Tuscaloosa trend play, non-bankable engineering memorandum indicates 
20+ BCF remaining); 

�  Louisiana is a prolific producer and represents a strong market for both oil 
and gas. Infrastructure is excellent (pipelines, storage, refining capacity); 

�  The Company is currently generating net operating cash flow of A$1.5m per 
annum from an net to 50 BOPD (sold to Shell Trading) at the LaSalle Parish 
Project. This is anticipated to increase to A$2.0m by 1H 2008 following the 
drilling of a further three step-out wells in 2H 2007; 

�  Four development/step out wells at LaSalle Parish were successful in 
increasing the number of producing wells from 21-25 over CY 2007; 

�  Pryme’s strategy is to develop its oil and gas inventory from permeable, 
saturated “high-margin” reservoirs that have the ability to remain profitable on 
low gas prices; 

�  Near-term-investor interest is likely to focus on the Raven and Turner 
Bayou Projects where a number of targets from 2D seismic evaluation have 
been identified. Processing of the Turner 3-D data is underway. Subject to 
the results of this study, a drilling program will commence in mid 2007;  

�  At Raven (PYM: 40%, Nelson Energy Operator), drilling on the Cotton Valley 
trend (northern Louisiana), a prolific producer of sweet gas and condensate, 
is likely to commence in June 2007.  

Outlook 
�  Together with an experienced board, Pryme have also assembled a high-

calibre advisory board including Petroleum Engineer Donald Ellison with over 
40 years experience in the oil and gas sector including numerous 
discoveries. Market interest is likely to focus on the results of 3D processing 
at the Turner Project and drilling in the Raven Project scheduled for July 
2007.  RMR maintain a speculative buy with a short term price target of 
A$1.00/Share. 

VALUATION SCENARIO Lower Case Base Case Upper Case 

Cash (A$m) $4.60 $4.60 $4.60 

NPV 10% (Proved Reserves) (A$m) $11.18 $11.18 $11.18 

NPV 10% (Probable Reserves) (A$m) $0.83 $0.83 $0.83 

Corporate (A$m) -$2.00 -$2.00 -$2.00 

Turner Bayou – Scenario (A$m) $68.42 $119.74 $171.05 

Wave JV – Scenario (A$m) $14.47 $28.95 $88.00 

Sub-totals (A$m) $97.51 $163.30 $273.67 

Valuation/Pryme share (undil) (A$) $1.39 $2.32 $3.90 

Valuation/Pryme share (dil) (A$) $1.02 $1.61 $2.60 
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Project Locations 

 
 

�  Louisiana represents a strong 
market for oil & natural gas in the 
US, with comparatively high 
prevailing oil & gas prices. 

 
�  The State ranks 5th in oil production 

and 8th in reserves in US with 
excellent infrastructure (pipelines & 
storage facilities) 

 
 
 
 
 
 
 
CY 2006 LaSalle Parish Drilling  
 
�  Shirley SU118 No.2 (PYM: 10% net 

7.5% revenue interest) successful in 
intersecting primary targets such as G-
1 sand that encountered 5 ft of oil 
bearing sands. Commercial oil shows 
were also encountered from the F-1 
and F-4 sands each with 4 ft of pay for 
future production. Further well 
optimization is planned in the near 
term. 

 

�  Coleman No.7 (PYM: 13% net, 9.75% 
revenue int) drilled (TD 4,500 feet) in 
Sept 2006 & brought into production in 
mid-Dec 2006. Current production 
totals ~65 BOPD. Eight Wilcox sands 
(G-4, G-3, F-2, E-3, C-2, B-4, B-2 & A-
2 sands) were intersected with current 
production from C-2 formation. Three 
additional sands up hole have been 
earmarked for future production. 

 
�  Northwest Rogers No.16 & No.17 

(Pryme 21.85% working int, 16.39% 
net revenue) discovered 24 & 22 ft 
respectively of oil sand in the 2nd 
Cockfield Sand formation (Wilcox 
Basin). Current production is 40 BOPD 
each.

Company Background 
Pryme Oil and Gas Limited (“Pryme” 
or “the Company”) is a public listed oil 
producer/explorer with a strong 
portfolio of on-shore oil and gas 
properties in Louisiana (USA). Pryme’s 
strategy is to acquire, develop and 
target relatively low risk plays along 
trend from proven onshore oil and gas 
resources/reserves. Current 
production totals around 50 BOPD net 
to Pryme generating A$1.5m in net 
operating cash flow per annum.  

The Company trades on the Australian 
Stock Exchange (ASX: PYM), and has 
ADR’s on OTC (OTC pink sheets) 
(OTC: POGLY). 

Levering off this growing production 
profile and experienced board and 
partners, Pryme is aiming to evaluate 
opportunities in conventional oil, 

natural gas and selected unconventional shale and coalbed methane projects in the US. 
The United States high level of oil consumption combined with ready access to markets and 
infrastructure, and high prospectivity of Louisiana provides the Company with a solid 
platform to profitably grow its asset base. RM Research envisages a two-pronged approach: 

i) Exposure to "Exploratory”  or “wildcat" holes and “de-risked” by entering into 
joint ventures/farm-outs where appropriate; 

ii) “Engineering Plays" with relative low reservoir risk (eg coal bed methane, low-
permeability sandstones and "dead" oil in place that require proprietary technical 
knowledge to profitably bring on stream. 

 

Production Overview 

LaSalle Parish Project 

The LaSalle Parish Project is 
situated in LaSalle Parish in 
the Wilcox Basin in east-
central Louisiana, three hours 
northeast of New Orleans. 
Following a successful 2006 
drilling campaign, the project 
is producing around 50 BOPD 
net to Pryme from 25 wells 
within six oil fields covering 
1,125 acres. The Company is 

proposing to pursue development drilling in the Northwest Rogers and Routh 
Point Fields in 2H 2007. The short-term target is to generate A$2.0m in annual 
NOI. The successful CY 2006 drilling program (see marginal notes) augurs well 
for further production increases over CY 2007. 

"LaSalle Parish Project Net Bbls"
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Field Name Existing 
Interest 

Total 
Interest 

Oil 
Wells 

Routh Point Field 10.00% 13.00% 9 

Northwest Rogers Area 10.00% 21.50% 8 

Petro Hunt et al Boot Hill Lease 5.00% 20.20% 3 

Shirley State Area 10.00% 12.40% 2 

Ward Lease 8.25% 8.25% 1 

LA Pacific SU65 Ray 2-6SU 56 8.00% 8.00% 2 

 



 

RM RESEARCH PTY LTD IS A CORPORATE AUTHORISED REPRESENTATIVE OF RM CAPITAL PTY LTD (AFSL 221938) 

Turner Bayou 
 
Target Horizons-Turner Bayou 
 
– Miocene/Frio Sands (high success rate); 
– Cockfield/Yegua & Sparta sands; 
– Wilcox sands; 
– Austin Chalk; 
– Tuscaloosa sands. 
 
 
Key Dates 
 
�  Mid-April 2007 - Recording of the 

seismic data completed and dispatched 
for processing. 

�  Late April 2007–Processing of data for 
entire project completed. 

�  May 2007 – Data evaluation 
geophysical & geological information 
from data & drilling program set; 

�  July 2007 – drilling program for project 
scheduled to begin. 

 

Other important information… 
 
�  Frio has high rate of success 

�  Prospective reserves of 150BCF  

 

 

Wave JV – Important Facts 
 
�  Pryme is the funding partner, Wave is 

the project originator; 
 
�  Wave-comprises two successful and 

well credentialled geologists who 
have been responsible for the 
discovery of over 500 BCF of 
reserves; 

 
�  Goal is to increase reserves & 

production at a low CAPEX and 
mitigate risk through risk sharing; 

 
�  First right of refusal 3 year term 

 

Exploration Summary 
�  Turner Bayou (PYM: 52% int, 85.4miles2) – 3D seismic shoot in south-

central Louisiana. Prospective reserves–150Bcfe (to 100% working int. un-
risked). 

�  Wave Exploration JV– Potential to Increase reserves & production at low 
capex through carried working interest, overrides and share with Wave in any 
cash gains on sales from projects generated by Wave. Pryme is the funding 
partner, Wave is the project originator. 

�  Raven–(PYM 40%) interest in up to ten 640 acre sections of two Cotton 
Valley target sands. Potential for 5 BCF of recoverable gas per well from both 
sands combined with drilling scheduled for mid-June 2007. 

�  Kestrel–Targeting four high-yield “Hackberry” natural gas sands. This 
prospect is expected to be sold by late Mid CY 2007 and possibly be drilled 
2H 2007. 

�  Condor–Consists of two 640-acre blocks within the Tuscaloosa “fairway”. 
Leasing continues in this area, with an estimated drill date late CY 2007. 

 

Project Overview 

Turner Bayou Project Avoyelles Parish  
 

The Turner Bayou Project 
(PYM 52% working 
interest) is situated in south 
central Louisiana along 
strike from the prolific Frio, 
Wilcox and Tuscaloosa 
trends. Exploration success 
to date utilizing 3D seismic 
surveys in the Frio has 
been rated as 94%. The 
permit covers 80 mile2 of 
prospective oil/gas acreage 
with target horizons lying 
between 2,000 -16,000 
feet.  On trend with the 3D 
seismic survey are 

producing gas fields such as Port Hudson and Judge Digby with past production 
of around 1.5 TCF of gas.  
 
Primary targets are Miocene and Frio sands, the Cockfield/Yegua and Sparta 
sands, the Wilcox sands, Austin Chalk and the Tuscaloosa sands. Prospective 
(unrisked) gas reserves are estimated at ~150 Bcf from the prospective horizons. 
Drilling is due to commence in July 2007 and RMR is optimistic of early success. 
 

Wave Project Joint Venture 
The Wave JV (45% Pryme, 55% Wave) is targeting projects with demonstrable 
oil/gas occurrences or alternatively 2-D or 3-D seismic data. Three projects, 
representing approximately 123 BCF of prospective reserves, have already been 
given the green light for funding: 
 
Raven (Pryme 40%, Nelson Energy 60% operator) 

Pryme has a 40% 
interest in up to ten 640 
acre sections. These 
drill targets are situated 
along the Cotton Valley 
gas trend in Lincoln 
Parish, Louisiana. 
Pryme’s interest 
includes a carried 
working interest. Pryme 
will receive all of its 
capital spent in funding 
the acquisition of leases 
and geophysical data. 
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…low risk production play 
 
 
 
 

 
 
Updip Kestrel location to existing downdip 
production 
 
 
 
 
 
 
 
 
 
 
 

Investment Risks 
 
In addition to currency and hydrocarbon 
price risks, the primary risks relate to the 
commercialisation of oil discoveries made 
by the Company. The decision to proceed 
to further exploitation may require the 
participation of other companies whose 
interests and objectives may not be the 
same as Pryme. As described above, 
further work may require the Company to 
meet or commit to financing obligations for 
which it may not have planned.  
 
Reserve estimates are an expression of 
judgment based on knowledge, experience 
and industry practice. Estimates that were 
valid when made may change significantly 
as new information becomes available.  
 
Pryme’s drilling operations may be 
curtailed, delayed or cancelled due to a 
range of factors including weather 
conditions and mechanical difficulties. 
Completion of a well does not assure a 
profit on the investment/recovery of drilling, 
completion and operating costs.

Inter alia, Pryme will receive a cash fee and an 8% carried working interest in the 
leases to the casing point in the first two wells in addition to an average 2.80% 
royalty. 
 
Each 10,000 foot well (target depth) is anticipated to cost around US$2.3m 
(A$0.92 attrib). This is a low risk production play that is more focused on 
production techniques as the majority of holes drilled in these formations flow gas 
and condensate. Expected reserves are up to 5.0 BCF/well per well with the 
potential for US$8.55m (US$3.4 attrib) in situ gas (assuming a gas price of 
US$2.50 per MCF). Drilling is planned in mid-June 2007 on the first location with 
un-risked reserves of 50 BCF (gross) with expected cash flow per well of around 
US$1.9m per annum (US$0.7m attrib) assuming a US$5.0 per MCF gas price. 
 
Kestrel (Pryme 100%) 

Leasing at Kestrel, 
situated in Calcasieu 
Parish Louisiana, is now 
complete and the project 
is currently seeking 
farm-in partners. 
 
There is potential for two 
wells that cover 320 
contiguous acres. Holes 
are anticipated to be in 
the order of 13,500 feet 
deep and target four 
“Hackberry” gas +/- 
condensate sands.  
 
Prospective reserves 
are estimated at around 
33 Bcf to the (100% 
working interest) based 
on 3D seismic. 
 
 

 
Condor (Pryme 100%) 
Situated along the Tuscaloosa Trend of central Louisiana, the Condor Project 
includes multiple Tuscaloosa targets with historical production of up to 100 BCF 
of gas. Leasing is ongoing and is expected to be completed in July 2007. The 
project comprises two phases: 
 

i. Phase 1-includes assembling leases on two Tuscaloosa prospects with 
target depths of 17,500 to 18,000 feet targeting probable reserves. A 
second target includes 2D-defined up-dip location to the A6 Sand in an 
existing well with past production of 43 BCF.  

 
ii. Phase 2-consists of pursuing opportunities in the southern portion of the 

field where deeper Tuscaloosa reservoirs have flowed up to 80 MCF of 
gas per day equating to US$400,000 in gross revenue/day assuming a 
US$5.00 gas price. 
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Turner Bayou-Scenario Analysis 
 

 
BCF 

(PYM) 
Value 
(PYM) 

Value  
(PYM) 

Lower Case 15.6 $52 $0.47

Base Case 27.3 $91 $0.82

Upper Case 39.0 $130 $1.17
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
Wave Exploration Gp-Scenario Analysis 

 
 
 
 
 
 
Valuation Scenario – Taking into 
consideration existing Proved and Probable 
reserves at independent valuation, Pryme 
represents a compelling investment 
scenario with success at Turner Bayou 
and/or at the Wave Energy Prospects 
(Kestrel, Raven and/or Condor) having 
upside from A$1.00 to A$2.60/Share on a 
fully diluted basis. 

Valuation Scenarios 
Pryme - Turner Bayou Scenario
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The graph above demonstrates the per Share potential upside of success at 
Raven, Condor and Kestrel (part of the Wave JV). Even relatively modest 
discoveries in the order of 3.3 BCF (attributable to PYM) have the potential to add 
A$0.10/Share in value to the Pryme share price assuming 1 MCF = US$2.50. 

Pryme - Wave JV Scenario
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The adjacent scenario demonstrates the potential upside for Pryme based on a 
range of outcomes assuming the drilling of 20 wells in the Frio formation (Turner 
Bayou) and assuming net income US$455,936 per month and US$6/MMBtu gas 
price at a flow rate per well of 400 Mcf/day 
 
 

VALUATION SCENARIO Lower Case Base Case Upper Case 

Cash (A$m) $4.60 $4.60 $4.60 

NPV 10% (Proved Reserves) (A$m) $11.18 $11.18 $11.18 

NPV 10% (Probable Reserves) (A$m) $0.83 $0.83 $0.83 

Corporate (A$m) -$2.00 -$2.00 -$2.00 

Turner Bayou – Scenario (A$m) $68.42 $119.74 $171.05 

Wave JV – Scenario (A$m) $14.47 $28.95 $88.00 

Sub-totals (A$m) $97.51 $163.30 $273.67 

Valuation/Pryme share (undil) $1.39 $2.32 $3.90 

Valuation/Pryme share (dil) $1.02 $1.61 $2.60 
 
 
 

 Kestrel Raven Condor 

Cash Profit  120 120 160 

Cost/Budget (A$k) 300 400 650 

Carried WI/Override (%) 10% 10% 10% 

Working Interest (%) 30%  

Prospective BCF 33 50 40 

Net BCF to PYM  3.3 20 4 

Net Value to PYM (A$m)  $11.00 $67.00 $10.00 

Value per Share ($A) $0.10 $0.60 $0.09 

Impact/PYM Share (A$m) $0.55 $1.05 $0.54 
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DIRECTORS 
Justin Pettett,                    MANAGING DIRECTOR, CEO 
Mr. Pettett is Managing Director, CEO and co-founder of the Sterling Energy 
Group of companies. He sits on the board of Arkoma Wilcox Limited, an 
Australian public US oil & gas Exploration Company and is Vice-President and 
Chief Operations Officer of Northern Alliance Energy Inc., the wholly-owned 
subsidiary of Anglo Energy Company Inc., a US-based energy development 
company. Mr. Pettett has extensive experience in oil, natural gas and coal bed 
methane acquisitions and development, financial analysis, capital aggregation 
and management. He has worked with energy and commodity funds in Australia 
and in the US.  With expertise in advising global clients on a range of 
commodities. Mr. Pettett brings broad experience as a public company director 
contributing to business development, investor relations, capital raisings and 
financial and administrative management.  
 
John Dickinson, B.App.Sc.                                      CHAIRMAN 
Mr. Dickinson has 32 years experience in energy sector drilling, completions, 
production operations and project finance primarily in the areas of oil, natural gas 
and coal bed methane resource development, gas gathering, gas compression, 
gas transmission and project finance of combustion-turbine power plants. He 
operated a large oil & gas producing property in South Texas for six years with 
Mobil Oil and others and co-developed four electric power projects in the U.S. He 
later pursued a coalbed methane technology transfer opportunity in Colombia 
with ECOPETROL, the state- owned oil & Gas Company, later selling his interest 
to his project partners.  
 
He is active in the continuing investigation and testing of conventional oil and gas 
reservoirs in the U.S. Gulf States, and organic shales & bituminous coals in 
Oklahoma in the Arkoma and Cherokee Basins. He has global venture capital 
experience related to drilling technologies and power project development, 
including renewable energy. Mr. Dickinson graduated from the Tulane University 
School of Business.  
 
Ryan Messer, B.Bus.    EXECUTIVE DIRECTOR, COO 

Mr. Messer is President and co-founder of the Sterling Energy Group of 
companies. He sits on the Board of Directors for several public and private 
affiliated exploration & production companies (Sterling Energy Ltd., Arkoma 
Wilcox Ltd and Northern Alliance Energy, Inc.). He has significant energy sector 
experience in the area of oil and gas project finance, asset acquisition and 
divestiture, internal asset allocation, and risk assessment. Mr. Messer has 
expertise in. managing field operations, assisting in the formation of technical 
evaluation teams and has direct involvement in the drilling and development of 
over 130 wells spread across five states throughout North America.  Mr. Messer 
graduated from the University of Central Florida with a degree in Business, 
Marketing and Finance and is a member of the Independent Petroleum 
Association of America.  

Ananda Kathirevelu, B.Bus, F Fin                  NON-EXECUTIVE DIRECTOR  

Mr. Kathiravelu was appointed as a Director of the Company on 18 November 
2005. He has over 15 years experience in the financial services industry and is 
currently Chairman of First Capital Group Ltd, an ASX listed company, and the 
Managing Director of First Capital Corporate Ltd investment bank. Areas of 
expertise include corporate advice, capital raising and mergers and acquisitions. 
His focus is in the small cap and emerging business sectors. Mr. Kathiravelu 
holds a Bachelors degree in Business and a Graduate Diploma in Applied 
Finance and Investment. He is an associate of the Securities Institute of Australia.  

 

Philip Judge,                                              NON-EXECUTIVE DIRECTOR 

Mr. Judge has been involved in international business for over 20 years in 
particular with commodities and precious metals. He has worked in, researched, 
written and lectured on the base and precious metals and commodities markets. 
He is the founding director of The Anglo Far-East Company, an international gold 
and silver trading custodial company. He worked as a trustee, investment strategy 
advisor and researcher with sophisticated investors and private venture capitalists 
worldwide. Mr. Judge is a founding member of the Panama Association of 
International Precious Metals Dealers  
 

Disclosure of Interest-
CORPORATIONS ACT s849  
In consideration for previous services to be 
provided by RM Research Pty Ltd (“RMR”), 
RMR will receive fees of A$30,000. 
Representatives, Authorised Representatives 
and directors of RM Capital Pty Ltd and RM 
Research may hold shares in Pryme Oil & Gas 
Limited. 

Know Your Client-CORPORATIONS 
ACT s851  
This document has been prepared for the 
general information of investors and not having 
regard to any particular person’s investment 
objectives, financial situation and particular 
needs. Accordingly, no recipients should rely 
on any recommendation (whether express or 
implied) contained in this document without 
obtaining specific advice from their advisors at 
RMR. 
 

DISCLAIMER 
RMR makes no representation, gives no 
warranty and does not accept responsibility for 
the accuracy or completeness of any 
recommendation or information contained 
herein and RMR will not be liable to the 
recipient or any other person in contract, in tort 
for negligence or otherwise for any loss or 
damage arising as a result of the recipient 
acting on any recommendation or information 
herein except insofar as any statutory liability 
cannot be excluded. 
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 RM CAPITAL GROUP DIRECTORY  
   
REGISTERED OFFICE CONTACT DETAILS  

1175 Hay Street  Telephone +61 8 9321 3277  

West Perth WA 6005 Fax +61 8 9321 8399  

AUSTRALIA Website: www.rmresearch.com.au  

     
 
WEALTH MANAGEMENT  RESEARCH   

James Richardson + 61 8 9321 3277 jbrich@rmcapital.com.au Dennis Trlin  + 61 8 9321 3277 dennis@rmcapital.com.au 

Kim Leunig  + 61 8 9321 3277 kleunig@rmcapital.com.au Guy Le Page  + 61 8 9321 3277  gtlepage@rmcapital.com.au 

Martin Wiedemann + 61 8 9321 3277 martin@rmcapital.com.au Richard Monti + 61 8 9482 0502 rmonti@ventnorcapital.com.au 

Brendan Atkinson + 61 8 9321 3277 batkinson@rmcapital.com.au Terry Butler-Blaxell + 61 8 9321 3277 tbutler@rmcapital.com.au 

     

Corporate Finance     

James Richardson + 61 8 9321 3277 jbrich@rmcapital.com.au    

Guy Le Page  + 61 8 9321 3277 gtlepage@rmcapital.com.au    

      

CORPORATE AUTHORISED REPRESENTATIVES    

Agudo Pty Ltd   Symmetry Financial Consultants  

Colin Barboutis  +61 8 9485-0140 cb@westernventures.com.au Brent Coxon 0402 843 498 brent@symmetrygroup.com.au 

   Megan Hinchliffe  megan@symmetrygroup.com.au 

    

Mainbreak Securities Pty Ltd   Ventnor Capital Pty Ltd  

Mark Swan 1-800-195-859 markswan@mainbreaksecurities.com.au Richard Monti  +61 8 9482 0502 rich@ventnorcapital.com.au 

   John Hannaford  +61 8 9482 0502 john@ventnorcapital.com.au 

  Morgan Baron +61 8 9482 0502 morgan@ventnorcapital.com.au 

Triple C Consulting & Financial Services    

Peter Sheppeard +618 9480 0447 peter@tripleccc.net.au    


