@
BURLESON
ENERGY LIMITED
8" July 2014
Company Announcements
Australian Securities Exchange Limited

Level 4, 20 Bridge Street
Sydney NSW 2000

ASX Code: BUR
5 pages

Independent studies demonstrate commercial viability of

Heintschel wet gas and condensate field

Highlights:
Recently completed independent engineering studies indicate that:

1) The Heintschel field can be developed commercially, with a development plan involving 7 new
horizontal wells with from 14 to 30 stage fracs at a 280 ft (85m) frac spacing

2) The two engineering studies (these are not reserve reports) resulted in a preferred development
plan and an economic model which illustrated that the 4 existing and 7 proposed new wells could
generate production of:

e 809mboe;

e 1,404mboe of NGL; and

e 29,275mmcf of gas.

e The NPV of this production at current prices is US$24.7m

3) Burleson to seek to farm-out or sell assets
4) No change in Reserves

Burleson CEO, Andrew Bald, said:

“Burleson recently commissioned 2 independent studies to determine the viability of developing the
Heintschel Field. The 2 reports demonstrate that future horizontal wells will be economic with longer
laterals and more closely spaced fracs than in the Truchard #2H well, and confirm our view that development
of the Heintschel field is commercially viable.

“Furthermore, these models included very conservative assumptions (including forward oil prices at US$73/
barrel) yet show that, compared to the T2H well, longer laterals, closer frac spacing and, therefore, more frac
stages will yield commercially profitable results with a high NPV in excess of USD$24 million.

“Planning will continue to optimise the well design and field development plan and a farmout/sale process
will be initiated. We want to be able to unlock some of the value of this field for our shareholders.”
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Engineering Studies

BUR is pleased to advise that it has received the results of two separate studies related to the development
of the Heintschel field in Colorado County, Texas.

The Heintschel field has 4 wells currently on production and is covered by excellent quality 3D seismic. It
was discovered by the Heintschel #1 in mid 2010, followed by Heintschel #2 and D Truchard #1 appraisal
wells in early 2011. These were vertical wells with single stage fracture stimulations (fracs). Truchard 2
Horizontal (T2H) well (with 6 staged fracs) was drilled and brought on production in October 2012. The 3D
seismic coverage plus long production histories for the three wells provide an excellent data base for the two

engineering studies.
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Integrated Petroleum Technologies Inc (IPT)
The first study was undertaken by IPT who analysed and evaluated the production performance of the T2H

well. T2H involved drilling a 3,500m vertical section then a 700m lateral (horizontal) section and 6 staged
fracture stimulations (fracs) 120m {400 feet) apart.

IPT generated a model of the well performance to predict how the well would have flowed in a range of
cases (including more fracs and closer spaced fracs). They determined that drilling wells with 12 or more frac
stages generated a positive NPV under several scenarios.
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They found that 400 ft spacing was only 70% efficient in draining the targeted reservoir so determined that
280 ft is optimal. IPT concluded that the optimum well design configuration numbers for the development

of the field are:
e Wells spaced 1,320 ft apart;
e 5,200 ft long laterals

e 280 ft spacing between fracs

IPT determined that drilling wells with 12 or more frac stages generated a positive NPV10 under several
scenarios — even with a 20% reduction to cover any unforseen differences in reservoir quality.

Cawley, Gillespie & Associates (CGA),

CGA used the results of the IPT study, combined with existing well performance, and analysis of the 3D
seismic data and undertook economic analyses of two development scenarios for the Heintschel field using

horizontal fracced wells.

CGA then calculated the volumes of hydrocarbons which could be expected to be produced from a number
of well locations in the field using specific drilling and completion parameters.

Two scenarios were modelled and both produced a positive NPV, however the preferred model (which
maximises the NPV results) involves drilling 7 new horizontal wells, each with 14 to 30 frac stages spaced

85m (280 feet) apart.
This model predicts that the 4 existing and 7 proposed new wells would produce:
a) 809mboe’; plus
b) 1,404mboe of NGL and
c) 29,275mmcf2 of gas.
d) With a NPV of USD$24.7m

The CGA results for the preferred development model are summarised in Appendix A.

Assumptions
The studies included some conservative assumptions, namely:

e water production in future wells would be higher than was observed in any of the 4 producing wells
e oil prices would drop to US$73 per barrel (currently $106) within 4 years
e dry gas prices would fall to around US$3.80/mcf (currently over US$4.50).

e reservoir quality throughout the field would be the same as in the T2H well. The upcoming T#3 well
is targeting what are believed to be higher quality reservoir in a 135 acre seismic anomaly in the
field. Obviously the economics of a field development will improve if that part of the field proves to

be more productive.

! 1mboe = 1,000 barrels of oil equivalent

2 1mmcf = 1 million cubic fee
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Implications for Burleson

The implication for the Company is that the field has a positive economic value. The Board has agreed to
expedite a farm-out process and/or sale of the asset in order to realise value for Burleson’s shareholders.

No change in Burleson Petroleum Reserves

25" November 2011, Burleson announced its independent reserve report prepared by DeGolyer &
MacNaughton (D&M). Burleson has not updated this report but the ASX guidelines for reporting reserves
have changed (ASX Listing Rule 5.25 through to and including 5.28).

Accordingly, Burleson reiterates its previous announced petroleum reserves as per below.
a) The date of the Appraisal Report prepared by DeGolyer and MacNaughton was 31 October 2011;
b) The report only presented proved and probable reserves;

c) The proved and probable reserves presented therein were prepared in accordance with the
Petroleum Resources Management System (PRMS) approved by the Society of Petroleum Engineers
(SPE);

d) As per the 25" November 2011 ASX release,

Burleson’s economic interest in the estimated Petroleum Reserves, net of royalties remain as

previously reported being:
Condensate NGL Dry Gas

boe boe bcf
PDP 8,000 25,000 0.500
PUD 108,000 166,000 3.307
Total Proved 116,000 191,000 3.807
Probable 170,000 258,000 5.133
Total 2P 286,000 449,000 8.940

e) Net reserves being that portion of gross reserves attributable to the interests owned by Burieson
after deducting royalties and interests owned by others.

f) These reserves were determined by D&M using the probabilistic method.

Note that the Reserves have not been adjusted for production since the report date and were calculated
prior to the drilling of the T2H well.

Competent Person Statement:

The information in this report that relates to oil and gas exploration results and hydrocarbon resources is
based on information verified by Mr Michael Sandy (BSc(Hons) Melbourne University), who is a petroleum
geologist and a member of the American Association of Petroleum Geologists (AAPG). Mr Sandy is a Director
of, and consultant to, the Company. Mr Sandy has more than thirty years experience in this discipline and he
consents to the inclusion in this report of the matters based on his information in the form and context in

which it appears.

For further information please contact:

Andrew Bald, CEO
Phone: +61 2 8252 6171
www.burlesonenergyltd.com




"aA0Qe sk aJe [apow 1uawdo|aAsp pallajald 3yl 4oy S}NSa1 YO UleW dY] €

‘sJaquinu A}jeAOJ I31JE = SBWN|OA 19N "SJAQUINU %00T = SIWN|OA SSOJIO) ‘UOI||IW = Al ‘PUBSNOYL =N T

‘[loM |esodsip 131em B 0} POMIAUOD 3q ||IM 1 1BY] SI ||9M SIY} 10§ 34nIny
w13} 1oys A1} 8yl ‘|ngssadons Ji uononpoad uo 3ySnoaq pue paieiopad aq ||Im pues paisaiun 1A se uy -ay1| Supnpoud 3 Jo pua sy} Jeau s oM T pdeydonil g T

910N
LZL'vTS €€0'SSS 059'99% | 987'62S | LL8'LSTS L'E€TIT | €Ver6T | L'LV9 | 9'VOVT | 6'VLT62 9608 S1viol
8¢ IYT'TS €EE’'SS 09/'01S | £96°€ES G86°07$ 9°0S1 09T L8 €881 0'Cee's 0'60T mau HTT
o€ vELS 7E€9'YS 00T‘TTS | ¥68°€S 625°0ZS €LY L'LYS'C €68 Tv8T 8'9€8°c £'90T Mau HOT
v €LETS €18°SS 08€£'8S 9/5€S 065°8TS €TeT v'(8T'C 99/ ¥'S91 6'viv'e 856 mau H6
6T 8CH'9S SLSCTS 0€7'6$ 789'v$ TTL'4TS 86T TLTY'E SYIT | L'L¥T ¥ T9T'S SEVT Mau H8
6T 168°CS €€.°9S 0€T'6S 995°¢€$ STY'0CS 9'v1 6°00S°C 8'€8 8081 ¥'99/°€ L'0T Mmau HL
91 vTL'vS LT6'8S 02L'8S 678°€S [yv'ees 0°8ST V'I€L'T S'16 S°L6T 9EIT'Y AN mau H9
61 9€8'€S 886/$ 0£2'6S $08'€S €86'1CS ¢SSt ¥'€89°C 6'68 0v6T E€IVOY €711 mau HS
9 S0€°TS 6CL°TS 0s €2STS Ley'vs 6'1¢ 1°7SS 9'ST 6°6€ S'1€8 S'61 3upnpold | HZ QYVHONYL
T 09z$ 68¢S 0s 80€$ 0z9% LY 5’9/ 0¢ 6°S T1¢T ST 3uonpodd | ¢ 13HISINIAH
T €7S T4 0s 6€TS LIS 80 S'€T 01 0T 6'SE €1 3udNpodd | T 1IHISINIAH
1 0$ 0$ 0s 0s$ 0$ 00 00 00 00 00 00 3upnpold | T @dvHINYL A
sadels SW S S SW “dx3 SW g NN an 19N DN N snieis ET
Jeud# | ‘mold yse) | ‘mold ysed e U1 | -19do ‘anuansy 19N ‘seg) 19N ‘"0 SS0.I5) ‘sep ‘0
JoN 3sig JON =24nin4 jejoL jejol I°oN SN SS0JD) SS045)

ATLIWIT ADYINI

NOSdTdNd

S1SB23.104 Jjwou0d] 31dss||1D 1§ Asme)) Jo Alewwng — y Xipuaddy



