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Investment Highlights

 The Deshotels 20-H No.1 well in the Turner Bayou Chalk project (Pryme 40%,
30% NRI) has commenced and is currently at a depth of 16,004 feet (4,878
metres).  The targeted Austin Chalk formation has been intersected as anticipated
and drilling is continuing to a depth of 16,400 feet (5,000 metres).  The well-bore
will be logged and evaluated prior to plugging back to the directional drilling kick-off
point above the Austin Chalk to drill a 4,500 foot (1,372 metre) horizontal leg.
Modeling of nearby fields indicates very strong initial production.

 Turner Bayou 3D seismic survey covers approximately 50,000 acres and
multiple targets have been identified by Pryme imaging 3,000 to 20,000 feet in
depth. RM Research is optimistic that the current well has an excellent chance of
yielding commercial quantities of oil. Any success here would likely see Pryme drill
a further two holes this financial year.

 Pryme currently has net oil production of 108 BOPD and 270 MCF gas from its
share of 36 wells in Louisiana that include La Salle Parish (5-21.5% Working
Interest) Raven (40% Working Interest), Four Rivers (25% Working Interest) and
Catahoula Lake Project (25%- 50% Working Interest). H1 2010 gas production
was 44,997 MCF and 13,720 bbls and RM Research projects this to rise
considerably FY 2011 on the back of 5-6 drill holes at Catahoula Lake Project
alone. These projections do not factor in any exploration success at Turner Bayou
which if successful will be significant.

 Catahoula Lake Project (JV with Future Corporation (ASX: FUT)) appears to be
performing in line with expectations and should deliver the majority of the near
term projected production increases from the Middle Wilcox Sands that also host
production at Four Rivers and La Salle Parish. Oil sales for the quarter totalled
1,535 bbls with the September Quarter projected to improve on the back of the
successful State Lease 502 No1 well.

 H2 2010 also saw a 20% increase in 1P reserves to 827,000 bbls on the back of
increases at Turner Bayou and a maiden reserve at Catahoula Lake (139,000
BOO).

 Production from Four Rivers remains in line with expectations with 2,560 bbls
produced for the second Quarter (at an average of 28 BOPD) in line with projected
decline rates. Pryme has a 25% Working Interest (18.75 – 20% Net Revenue
Interest) in Four Rivers that extends across Winn, Concordia and Catahoula
Parishes to Adams, Jefferson and Wilkinson Counties in Mississippi.

 The first well has been completed on Catahoula Lake (State Lease 502 No. 1)
and intersected oil bearing sands of the Wilcox Formation at 4,280 feet. Production
casing has been run and production is anticipated to stabilise at around 50BOPD.
The well intersected approximately 35 feet of net oil pay across multiple Middle
Wilcox sands.  The well initially flowed in excess of 100 BOPD and is expected to
produce at a long term stabilized rate around 50 bopd bringing current PLX
production on Catahoula Lake up to approximately 100 BOPD.

Outlook
RM Research believes that Turner Bayou represents excellent leverage with
modelling of adjacent fields indicating 2,500 BOPD are achievable. With further
exploration and development of Catahoula Lake alone we are anticipating a 40%
increase in oil and gas production for FY 2011 providing a solid base for the Company
moving forward.

Pryme is trading below the valuation of Proved Reserves only (P1 less Corporate
Overhead) with no value for Probable Reserves. Our NAV for Pryme is currently
A$37m or 21 cents per Share. We anticipate the shares moving over 12 cents as
Pryme approaches its target depth at Turner Bayou around late September – success
at Turner Bayou on its own has the potential to add well over 15cps of attributable
NPV based on only one successful drill hole.
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Company Overview

Pryme Oil and Gas Limited (“Pryme” or “the Company”) trades on the Australian Securities
Exchange (ASX: PYM), and has ADR’s on OTC (OTCQX) (OTC: POGLY). The Company has
a strong portfolio of on-shore oil and gas properties in Louisiana (USA). Pryme’s strategy is to
acquire, develop and target medium risk plays along trends from proven onshore oil and gas
resources/reserves.

RM Research envisages a two-pronged approach involving (i) exposure to "exploratory” or
“wildcat" projects “de-risked” by entering into joint ventures/farm-outs where appropriate,
utilizing the latest technology and science available to generate prospects, and (ii) “Shallow
to intermediate targets” (drilled to depths of approximately 6,000 feet) generated through
regional sub surface mapping of existing well logs and reservoirs together with 2D and 3D
seismic data.

Production Overview
Attributable production from four project areas totals 154 BOE (Barrels of Oil Equivalent) per
day or around 4,500 BOE per month a slight improvement on June Quarter 2010.

Field Name Working Residual Net Production Net Production Wells

Interest Working Int BOPD (Oil) MCF (Gas)

LaSalle Parish (La Salle Parish ) 5-21.5% 26 0 23

Raven (Lincoln Parish) 40.00% 30.00% 7 320 4

Catahoula Lake (LaSalle Parish) 25.00% 20.25% 17 0 4

Four Rivers 25.00% 20.00% 50 0 9

TABLE 1: Pryme production overview. (source: RM Research modeling).

 LaSalle Parish Project (8% - 21.5% Working Interest-WI) -Oil production from six fields
over 23 wells, returning June Quarter sales of 2,335 bbls (26 BOPD net to Pryme) in line
with normal decline rates. FY 2010 oil sales totalled 4,741 barrels.

 Raven (40% Interest/30% WI) - Production from three wells in the Cotton Valley natural
gas trend for the quarter was 23,019 Mcf of natural gas and 393 barrels of condensate, a
10% increase in gas sales and an 11% decrease in condensate (Q on Q). Gas sales were
up on the back of greater availability whole oil sales declined due to increasing in stocks
late in the June Quarter.

 Four Rivers (25% Working Interest, 20% Net Revenue Interest-NRI) – The Four
Rivers project extends from LaSalle, Concordia and Catahoula Parishes in Louisiana to
Adams, Jefferson and Wilkinson Counties in Mississippi.  The project is targeting multiple
“stacked” oil zones throughout the Middle-Wilcox formation and, to a lesser extent,
shallow Frio natural gas zones, at depths ranging from 4,000 to 7,000 feet.  Current
production is around 40 BOPD from 7 wells in this relatively short lead time/low risk
project. Infrastructure is well established and field life is generally in the range of 15
years. Drilling at a rate of 1 to 2 wells per month is ongoing.

FIGURE 1: Pryme project locations in
US (source: Project Update &
Investor Presentation, 20 July 2010)

By operating in the U.S., Pryme
is well-positioned to take
advantage of the realities of
today's high global energy
demand, resulting ultimately in
higher oil and gas prices.

…Success rate running at 50%
(producing wells to total drilled) at
a cost of US$16.32 per bbl
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 Catahoula Lake (25-50% WI, 20.25%-37.5% NRI) – June was the first quarter of
reported production from Catahoula Lake with a total of 1,535 bbls of oil (17BOPD net to
Pryme). RM Research is projecting a strong ramp-up in production for the September
Quarter on the back of success at the State Lease 502 No 1 well which was drilled to a
depth of 4,280 feet intersecting 35 feet of net oil pay across the Middle Wilcox sands.
Projected production (net to Pryme) is projected to increase to around 50 BOPD.

Exploration Overview
Turner Bayou (40% WI, 30% NRI)

The project comprising approximately 80 square miles (50,000 acres) which have been
imaged by Pryme’s proprietary 3D seismic survey.  The project is situated across the Lower
Cretaceous Shelf edge at the boundary of the faulted Gulf Coast basin and the primarily un-
faulted shelf. This structural setting provides a potential play from the Wilcox formation to the
Lower Cretaceous formation. While vertical drilling has been successful in the district, the
Company considers the application of horizontal development has the potential to increase
production from a larger portion of the reservoir.

Deshotels 20-H No 1 has been spudded in North Bayou Jack Field with a planned depth of
approximately 15,300 feet and a horizontal leg of approximately 4, 500 feet. As at 24th August
2010 the hole was at 16,004 feet. Ultimate recoveries are likely to be very strong. RM
Research estimates our lower case scenario for Turner Bayou should add at least 9 cents
per share in value to the Company on the back of a current share price of 7.2 cents.

Catahoula Lake (25%-50% WI, 20.25-37.5% NRI)
Pryme holds a 50% ownership interest in Pryme Lake Exploration, LLC (PLX) which in turn
owns a 50% Working Interest (36.5% Net Revenue Interest (NRI)) in 7,676 mineral acres
within Catahoula Lake and its surrounds and a 50% ownership interest in a drilling barge,
service barges, crew boats and associated equipment which are required to drill and operate
on Catahoula Lake. Pryme is also entitled to a 2% overriding royalty interest in any production
in which PLX participates throughout a 30,000 acre Area of Mutual Interest (AMI).

The project is located on Catahoula Lake in LaSalle, Rapides, and Grant parishes, Louisiana.
It will test the same multiple “stacked” oil zones throughout the Middle-Wilcox formation as the
Company’s existing oil production in the LaSalle Parish and Four Rivers projects in a lightly
explored environment and will target fields in the range from 50,000 through to 200,000
barrels drilled from land locations and possibility for in excess of 250,000 drilled from the lake
for each successful well. Wells tend to be long life and average around 20 years.

The State Lease 502 No.1 was drilled to around 4,280 feet and successfully intersected 35
feet of net oil pay across multiple horizons of the Middle Wilcox sands. Production is projected

– June Quarter 2010 saw first
production contribution from
Catahoula Lake.

Turner Bayou Key Points…

– Covers 52,000 acres.
– 5 wells drilled, 3 cased awaiting
infrastructure for completion

FIGURE 2: Austin Chalk Trend Map
(source: Project Update & Investor
Presentation, 20 July 2010).

Turner Bayou Targets…
–Miocene/Frio sands (high
success rate)
– Cockfield/Yegua & Sparta
sands
– Wilcox sands
– Deep Austin Chalk
– Tuscaloosa sands.

Catahoula Lake

– Project covers 7,676 mineral
acres & includes drilling barge,
service barges and crew boats,
equip.
– in excess of 250,000 bbls
targets per well from the lake.
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at around 50 BOPD. Further drilling using a land based rig (following draining of the lake by
US Army Corps Engineers) is likely to commence shortly at a rate of one well per month
through to the end of CY 2010.

Atocha (25% WI, 19.25% NRI)

The project is situated in East Baton Rouge and East Feliciana Parishes (Louisiana) and
covers 6,400 contiguous acres within the up-dip fairway of the Tuscaloosa Trend (production
to date of 2.8 TCF and 120 million barrels of condensate). The project is located five miles
north of BP’s Port Hudson field which contains the HM Brian No 1 well drilled by Shell in 1980
to a depth of 17,700 feet. A technical review is currently underway to reprocess and interpret
the seismic data and further updates will be made in the near term.

Resources and Reserves
RESERVE 1P - PROVED 2P – PROBABLE 3P - POSSIBLE

CATEGORY Oil Gas Total Oil Gas Total Oil Gas Total

PROJECT (MBO) (MMcf) MBOE (MBO) (MMcf) MBOE (MBO) (MMcf) MBOE

La Salle 115.3 115.3 3.4 3.4 25.6 25.6

Turner 438.5 1,076.0 614.9 2,954.8 6,662.0 4,046.9 473.5 693.8 587.3

Raven 26.1 1,404.9 256.4

Atocha 404.7 3,853.70 1,036.5

Four Rivers 108.5 108.5

Catahoula 139.2 139.2 231.7 231.7

TOTALS 827.6 2,480.9 1,234.3 3,189.8 6,662. 0 4,281.9 903.8 4,547.5 1,649.3
TABLE 2: Pryme Resources and Reserves. (source: Project Update & Investor Presentation, 20 July
2010).
Notes:
1. Abbreviations

i. MBO – Oil volumes expressed in thousands of stock tank barrels (MBO), where one barrel is equivalent to 42 United States gallons
ii. MMcf - Gas volumes expressed in millions of standard cubic feet (MMCF) at 60 degrees Fahrenheit and the contract pressure base
iii. MBOE – Oil equivalent expressed in thousands of stock tank barrels (MBO), where one barrel is equivalent to 42 United States gallons

2. Oil equivalent of natural gas – 6.1MMcf of natural gas equivalent to 1 barrel of oil
3. Proven reserves for Turner Bayou are expressed as proven undeveloped reserves, non producing

As projected in our 17 March 2010 report, Pryme was successful in delivering a 28% increase
in 1P oil reserves and a 20% increase in 1P oil and gas reserves over the last six months.
With an aggressive exploration program at Catahoula Lake and Turner Bayou over the next
half, RM Research is anticipating further substantial reserve updates. The prospects to watch
are Turner Bayou and Catahoula Lake. As discussed below the market is attributing little or
no value for the 2P and 3P Reserves.

Catahoula targets

– multiple “stacked” oil
zones throughout the
Middle-Wilcox formation

– Land based drilling to
commence at a rate of
one well per month

As forecast, Pryme has
delivered strong increases in
1P oil and gas reserves over
the Half to 30 June 2010
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Valuation
We have valued reserves in accordance with the probability that the quantities actually
recovered will equal or exceed the estimate. Table 3 shows our preferred NPV calculations by
prospect less an estimate of Corporate overhead over the average field life of the prospects.
We have assigned no value for Pryme’s Probable and Possible Reserves attributable to
Pryme’s Louisiana Oil and Gas projects.

Assuming an attributable NPV to Pryme’s interests in the individual projects based on a
discount rate of 10% over the relevant field lives at an A$: US$ of 0.88 we value the Company
at A$37m or A$0.21 per Share. Again the valuation of only 1P Reserves means the valuation
is very conservative and assumes only limited exploration success.

1P Reserves Status NPV (A$m) Val/Sh
La Salle Parish 115MBOE Production $4.86 $0.027
Raven 256MBOE Development $6.13 $0.034
Four Rivers 108MBOE Exploration/Development $5.79 $0.032
Catahoula Lake 139MBOE Production/Development $5.67 $0.032
Turner Bayou 614MBOE Exploration $26.96 $0.151
Corporate -$12.00 -$0.07

VALUATION $37.40 $0.21

TABLE 3: Pryme 1P NPV scenarios based on 10% discount rate and A$:US$ 0.88. (source: RM
Research modelling).

Not surprisingly our valuation on proved reserves only indicates that the Company is trading at
the valuation of Proved Reserves only with little or no recognition for 2P and 3P Reserves. We
anticipate that drilling at Turner Bayou has a good chance of delivering +600 BOEPD
outcomes which has the potential to double the Company’s 1P Reserve inventory and add
over 15 cps share in attributable NPV.
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FIGURE 3: Graph of current of NPV valuation by prospect. (source: RM Research modelling).

Based on Proved Reserves
only, Pryme is trading at a 62%
discount to our preferred
valuation

Turner Bayou has potential to
add significant value to Pryme
in the near term
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Directors & Management
George Lloyd Non-Executive Chairman

Mr Lloyd has more than 25 years' senior management and listed company board experience
in the resources and energy sectors with a focus on business development, corporate
strategy, mergers and acquisitions and exploration management. His present business
interests include:

 Chairman of AWR Lloyd Limited, based in South East Asia, a corporate finance and
strategy advisor to the energy, mining and metals industries in the Asia-Pacific
region;

 Chairman of Cape Alumina Limited, an ASX listed company engaged in the
exploration and development of bauxite deposits in the Cape York region of
Queensland; and

 Director of Ausenco Limited, an ASX listed company engaged in the provision of
engineering services to the global resources industry.

Mr Lloyd has a Bachelor of Engineering Science (Industrial Engineering) degree and a Master
of Business Administration degree, both from the University of New South Wales. He is a
graduate of the Stanford Executive Program, Stanford University, California. He is also a
Fellow of the Australasian Institute of Mining and Metallurgy.

Justin Pettett Managing Director

Mr Pettett is the co-founder of Pryme and has sixteen years experience at a Managing
Director level of medium sized businesses, the last nine specifically in the U.S. oil and gas
industry. He has drilled over 120 Wilcox trend wells throughout Central Louisiana resulting in
the discovery of new oil fields. Along with conventional natural gas wells throughout
Oklahoma, more specifically the co-management of the development of a 27 well CBM field
also in Oklahoma.

Mr Pettett has widespread experience and knowledge from the board room through to the oil
field covering many facets of the oil and gas industry including acquisitions and development,
financial analysis, business development, investor relations, capital aggregation and financial
and administrative management.

Mr. Pettett is an associate member of the American Association of Petroleum Geologists and
a member of the Australian Institute of Company Directors.

Ryan Messer Chief Operating Officer

Mr. Messer graduated from the University of Central Florida with a degree in Business
Administration (BS BA), majoring in Marketing and Finance and is a member of the
Independent Petroleum Association of America.

Mr. Messer has thirteen years of experience in international business, five of which were in
management positions focused on developing business within Fortune 500 accounts. The last
eight have been in the energy sector, in the area of oil and gas project finance, asset
acquisition and divestiture, asset allocation, and risk assessment. He has experience in
managing field and land rig operations, developing midstream assets and assisting in the
formation of technical teams, all of which were derived from the drilling of over 140 wells, and
the resulting field development, spread across five basins within North America.

Of the 140 plus tests, over 100 of them were within the Middle Wilcox oil trend, wherein over
50% were successful completions. Previous to this he was responsible for the management of
a CBM development play in the Cherokee Basin, Oklahoma and the building of its associated
midstream infrastructure. He leveraged this infrastructure by developing third party gas
contracts which increased revenues by 30% to the company.

In addition, he was involved in over 20 seismic and subsurface defined deep tests ranging
from 14,000 to 18,000 feet in onshore and offshore Texas and Louisiana, which resulted in 9
producers.

Mr Lloyd has over 25 yrs
experience with listed energy and
resource companies

Justin has extensive experience
in North American oil fields

Ryan’s experience spans field
and land rig operations to
acquisitions, divestments and
project finance
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Greg Short Non-Executive Director

Mr. Short has a BSc. (Geology) (Hons) degree from the University of New England and is a
Graduate of the Australian Institute of Company Directors.

Mr. Short worked for 33 years for Esso/ExxonMobil, initially as a production and operations
geologist, rapidly advancing to supervisory and management positions. In the 1980’s he
managed Production Geoscience for Esso Australia covering major developments of several
Gippsland Basin oil and gas fields. This was followed by 15 years overseas in senior
exploration management assignments in the USA, Europe and Africa. In the USA Greg was
responsible for all of Exxon’s exploration activities which included on-shore and off-shore Gulf
Coast. He retired from Esso/ExxonMobil in 2006.

Mr. Short has a strong technical grounding in exploration development and production
geoscience, exploration operations, Joint Venture management, Government relations,
budgeting, contract and project management and people management. He has spent many
years successfully managing large, complex projects with multi million dollar budgets, large
staff and tight deadlines.

Mr. Short is also a Non-executive Director of ASX listed MEO Australia Limited, appointed in
July 2008.

Bulls and Bears

The Bulls Say
 Drilling at Turner Bayou provides excellent leverage to success and significant

upside on the back of wells with potential for 2,500 BOPD.

 Catahoula Lake potential is also 50,000 to 200,000 bbls drilling from land and in
excess of 250,000 bbls from the lake for oil.

 Current production and revenues generated at La Salle Parish, Raven, Catahoula
Lake and Four Rivers should underpin current share price levels as low risk
production plays are likely to continue to ramp up production at healthy cash margins.

 The market is currently valuing 1P Reserves at around 7 cps (attributing all Corporate
Overhead) with no value for 2P and 3P Reserves or current cash on hand of $4.0m –
positive is that there is plenty of scope for upside with limited downside risk.

The Bears Say
 Gas prices remain relatively weak at around US$4.50 per thousand cubic feet.

 Current production profile likely to underpin share price and provide surplus cash
flow for meaningful exploration programs in 2010 and beyond however Pryme is yet
to deliver “company maker” and deliver any “high-impact” results.

 Overall the market for ASX Listed junior Oil and Gas companies which includes
Amadeus Energy (ASX: AMU), Golden State Exploration (ASX: GDN), Target
Petroleum (ASX: TEX), Petsec (ASX: PSA), Promesa (ASX: PRA) and Advance
Energy (ASX: AVD) with historical analysis indicating relatively high-priced entries
with minimal earnings per share impact. The market remains somewhat sceptical of
the ability of Australian companies to find “company making” projects in the US. We
note in the Company’s latest presentation is that it intends to also look for energy
projects outside of the US.

 Potential mechanical risks associated with drilling horizontal Austin Chalk (At Turner
Bayou) which requires experienced drillers to execute effectively;

 The Austin Chalk has yet to prove a company maker for junior companies over
recent years and there is some market scepticism about future exploration success
here.

Greg has extensive oil and gas
experience having worked for
Exxon Mobil for 33 years 3 of
those years as the head of
exploration in North America.
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RM Research Recommendation Categories
Care has been taken to define the level of risk to return associated with a particular company.
Our recommendation ranking system is as follows:

Buy Companies with ‘Buy’ recommendations have been cash flow positive for some time and have a moderate to
low risk profile. We expect these to outperform the broader market.

Speculative Buy We forecast strong earnings growth or value creation that may achieve a return well above that of the
broader market. These companies also carry a higher than normal level of risk.

Hold A sound well managed company that may achieve market performance or less, perhaps due to an
overvalued share price, broader sector issues, or internal challenges.

Sell Risk is high and upside low or very difficult to determine. We expect a strong underperformance relative to
the market and see better opportunities elsewhere.

Disclaimer / Disclosure
This report was produced by RM Research Pty Ltd, which is a Corporate Authorised Representative of RM Corporate Finance Pty Ltd (Licence no. 315235). RM Research
received payment for the compilation and distribution of this report. RM Research has made every effort to ensure that the information and material contained in this report is
accurate and correct and has been obtained from reliable sources. However, no representation is made about the accuracy or completeness of the information and material
and it should not be relied upon as a substitute for the exercise of independent judgment. Except to the extent required by law, RM Research does not accept any liability,
including negligence, for any loss or damage arising from the use of, or reliance on, the material contained in this report. This report is for information purposes only and is not
intended as an offer or solicitation with respect to the sale or purchase of any securities. The securities recommended by RM Research carry no guarantee with respect to
return of capital or the market value of those securities. There are general risks associated with any investment in securities. Investors should be aware that these risks might
result in loss of income and capital invested. Neither RM Research nor any of its associates guarantees the repayment of capital.
WARNING: This report is intended to provide general financial product advice only. It has been prepared without having regarded to or taking into account any particular
investor’s objectives, financial situation and/or needs. Accordingly, no recipients should rely on any recommendation (whether express or implied) contained in this document
without obtaining specific advice from their advisers. All investors should therefore consider the appropriateness of the advice, in light of their own objectives, financial
situation and/or needs, before acting on the advice. Where applicable, investors should obtain a copy of and consider the product disclosure statement for that product (if any)
before making any decision.
DISCLOSURE: RM Research and/or its directors, associates, employees or representatives may not effect a transaction upon its or their own account in the investments
referred to in this report or any related investment until the expiry of 24 hours after the report has been published. Additionally, RM Research may have, within the previous
twelve months, provided advice or financial services to the companies mentioned in this report. As at the date of this report, the directors, associates, employees,
representatives or Authorised Representatives of RM Research Pty Ltd and RM Capital Pty Ltd may hold shares in Pryme Oil & Gas Limited.

www.rmresearch.com.au
mailto:gtlepage@RMresearch.com.au
mailto:rbrierley@RMresearch.com.au
mailto:noloughlin@RMresearch.com.au
mailto:dennis@RMresearch.com.au
mailto:info@RMresearch.com.au
www.RMresearch.com.au

