GALILEE ENERGY LIMITED

DE-RISKING OUR VALUATION

Investment Highlights

The Glenaras 10L and 12L wells are now on continuous production
and are flowing water at 2,400 bwpd in aggregate, with
communication between the lateral wells enhancing pressure
drawdown. The pressurein the well still needs to fall below the critical
desorption pressure before gas will be desorbed from the coal. This
desorption process was previously expected to take around three to
four months before a representative gas flow can be measured.
However given the strong water flows to date and the physical nature
of the coals encountered, we estimate a gas flow may be reported
within weeks.

Increasing our valuation. We continue to feel our valuation is grounded
in a tangible reality, as it is based on the contingent resource valuation
range of $0.03/GJ to $0.05/GJ contained in the Central Petroleum (CTP)
Contingent Value note which formed part of Macquarie’s unsuccessful
acquisition of CTP. Using this value range, and GLL's 2,508 PJ of 2C
contingent resource, we estimate GLL is valued between $0.40 and
$0.66/share. Given the positive news flow to date, we are increasing our
valuation towards the upper end of this range, to $0.64/share.

What is the upside? GLL plans to book a potential 500 PJ of 2P reserves
from the current Glenaras gas project. Using the lowest recent industry 2P
reserves transaction multiple ($0.44/GJ) would imply a value GLL of
around $1.16/share. We note that some of GLL’s east coast gas explorer
peers trade at over $1.20/GJ on a 2P basis. However we believe such
metrics are ambitious at this early stage as there is still plenty of water to
pass under the bridge before we will know whether gas can flow from
Glenaras at an economic rate.

Buy rating maintained. GLL has been the top performer in our coverage
universe, and is up 133% over the last three months, outperforming the
ASX-200 by 125%. Despite this strong performance, and based on $/GJ
metrics, it continues to look cheap relative to its other east coast gas
exploration peers.

Valuation: $0.64/share (prior $0.40/share). Our GLL valuation is based
on $0.05/GJ value for its 2,508 PJ of 2C contingent resource at the
Glenaras Gas Project. We do not include value for its Chilean and US
assets. We have factored in the impact of the recent 14.155m share
placement.

Year End June 30 2017A 2018F 2019F 2020F 2021F
Reported NPAT ($m) (3.8) (3.0) (3.3) (3.5) (4.2)
Recurrent NPAT ($m) (5.2) (2.8) (3.3) (3.5) (4.2)
Recurrent EPS (cents) (3.4) (1.9) (1.6) (1.7) (2.1)
EPS Growth (%) na na na na na
PER (x) (14.8) (27.5) (31.4) (29.5) (24.8)
EBITDA ($m) (5.4) (3.0) (3.4) (2.9) (2.9)
EV/EBITDA (x) (13.2) (21.6) (29.0) (34.8) (35.3)
Free Cashflow (3.4) (4.7) (5.5) (3.5) (2.7)
FCFPS (cents) (2.3) (3.1) (2.7) (1.7) (1.3)
PFCF (x) (22.6) (16.5) (18.8) (29.7) (37.9)
DPS (cents) 0.0 0.0 0.0 0.0 0.0
Yield (%) 0.0 0.0 0.0 0.0 0.0
Franking (%) 0.0 0.0 0.0 0.0 0.0
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Galilee Energ Price $0.51
Valuation $m $/sh

Glenaras Gas Project 125 0.62
Other Assets 0 0.00
Net Cash (Debt) 12 0.06
Corporate Costs -7 -0.03
Total Valuation (10% discount rate) 131 0.64
Oil (mmbbl) 0.0 0.0 0.0 0.0
Gas (PJ) 0.0 0.0 0.0 0.0

Resource Estimates Total (PJ)
1C 308
2C 2,508
3C 5,314
P/E (x) -27.2 -31.1 -29.2 -24.5
Enterprise Value 71 65 96 100
EV/EBITDAX (x) -44.4 -45.3 -65.9 -66.6
EV/Free Cash Flow -15.0 -11.7 -27.5 -36.3
EV/2C ($/GJ)

PFCF (x) -16.3 -18.6 -29.4 -37.5
Div. Yield (%) 0.0 0.0 0.0 0.0
Franking (%) 0.0 0.0 0.0 0.0
Name Position

Non-executieve Chairman
Managing Director
Non-executive Director

Ray Shorrocks
Peter Lansom
Stephen Kelemen

David King Non-executive Director

Shares (m) %
Ecarlate Pty Ltd 18.3 9.0
Nero Resource Fund 6.9 3.4
Becamal Pty Ltd 5.5 2.7
Peter Lansom 5.2 2.6
Slade Technologies Pty Ltd 5.0 2.5
Top 5 shareholders 41.0 20.1
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Commodity Assumptions 2017A 2018F
A$/US$ 0.75 0.77

Brent oil (US$/bbl) 51.19 63.00
Profit & Loss (A$m) 2017A 2018F
Total revenue 0.0 0.0
Operating costs 0.0 0.0
Exploration expensed (3.8) (1.6)
Corporate & admin (1.4) (1.4)
Other expenses (0.2) 0.0
EBITDA (5.4) (3.0)
DD&A 0.0 (0.0)
EBIT (5.4) (3.0)
Net interest income (expense) 0.2 0.2
Tax expense 0.0 0.0
NPAT (underlying) (5.2) (2.8)
Diluted EPS (cps) (0.0) (0.0)
DPS (cps) 0.0 0.0
Cash Flow (A$m) 2017A 2018F
Operating income (EBIT) (5.4) (3.0)
Net interest income (expense) 0.2 0.2
Exploration & evaluation expense (3.8) (1.6)
Tax paid 0.0 0.0
Other 5.7 1.4
Operating Cash Flow (3.3) (3.0)
Capital expenditure (0.1) (0.0)
Exploration expenditure 0.0 (1.7)
Free Cash Flow (3.4) (4.7)
Dividends 0.0 0.0
Equity raised 0.0 10.8
Debt drawn (repaid) 0.0 0.0
Net Change in Cash (3.4) 6.2
Cash at period end 6.1 12.3
Net Cash (Debt) 6.1 12.3
Balance Sheet (A$m) 2017A 2018F
Cash 6.1 12.3
Total Assets 7.8 14.4
Creditors 0.4 0.4
Current borrowings 0.0 0.0
Non-current borrowings 0.0 0.0
Provisions 1.2 (1.2)
Total Liabilities 1.6 0.4
Shareholders Funds 6.2 14.1

Year End 30 June

2019F
0.76
65.00

2019F
0.0
0.0
(1.9)
(1.5)
0.0
(3.4)
0.0
(3.4)
0.0
0.0
(3.3)

(0.0)
0.0

2019F
(3.4)
0.0
(1.9)
0.0
2.4
(2.8)
0.0
(2.7)
(5.5)
0.0
0.0
10.0
4.5
16.8
6.8

2019F
16.8
19.7
0.4
0.0
10.0

(1.4)
9.0

10.7

2020F
0.75
61.50

2020F
0.0
0.0
(1.4)
(1.5)
0.0
(2.9)
0.0
(2.9)
(0.6)
0.0
(3.5)

(0.0)
0.0

2020F
(2.9)
(0.6)
(1.4)
0.0
3.4
(1.5)
0.0
(2.0)
(3.5)
0.0
0.0
0.0
(3.5)
13.3
3.3

2020F
13.3
16.8
0.4
0.0
10.0

(1.1)
9.6

7.2
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Date Type Target Price Share Price Recommendation  Return
28 Aug 15 Research Note na 0.09
21 Mar 18 Research Note 0.40 0.23 B 150.0%
23 Apr 18 Hot off the Press 0.40 0.19 B -17.8%
14 Jun 18  Hot off the Press 0.40 0.19 B 0.0%
Current Share Price 0.50 170.3%

Stock recommendations: Investment ratings are a function of Patersons expectation of total return (forecast price appreciation plus dividend
yield) within the next 12 months. The investment ratings are Buy (expected total return of 10% or more), Hold (-10% to +10% total return) and
Sell (> 10% negative total return). In addition we have a Speculative Buy rating covering higher risk stocks that may not be of investment grade
due to low market capitalisation, high debt levels, or significant risks in the business model. Investment ratings are determined at the time of
initiation of coverage, or a change in target price. At other times the expected total return may fall outside of these ranges because of price
movements and/or volatility. Such interim deviations from specified ranges will be permitted but will become subject to review by Research

Management. This Document is not to be passed on to any third party without our prior written consent.
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Patersons Securities Limited Disclosure of Interest

Patersons Securities and its respective officers and associates may have an interest in the securities or derivatives of any entities referred to in this
material

Patersons Securities does, and seeks to do, business with companies that are the subjects of its research reports.

Patersons Securities Corporate Relationship Disclosure

88E Patersons Securities have acted for 88 Energy Ltd (88E) within the past year and have received fees for these services.

AGR Patersons Securities have acted for Aguia Resources Ltd (AGR) within the past year and have received fees for these services.
AGY Patersons Securities have acted for Argosy Minerals Ltd (AGY) within the past year and have received fees for these services.
AJL Patersons Securities have acted for AJ Lucas Group Ltd (AJL) within the past year and have received fees for these services.
AKM Patersons Securities have acted for Aspire Mining Ltd (AKM) within the past year and have received fees for these services.
AO1 Patersons Securities have acted for AssetOwl Limited (AO1) within the past year and have received fees for these services.
AXL Patersons Securities have acted for Axsesstoday Ltd (AXL) within the past year and have received fees for these services.

BOE Patersons Securities have acted for Boss Resources Ltd (BOE) within the past year and have received fees for these services.
BRB Patersons Securities have acted for Breaker Resources NL (BRB) within the past year and have received fees for these services.
BUX Patersons Securities have acted for Buxton Resources Ltd (BUX) within the past year and have received fees for these services.
CSS Patersons Securities have acted for Clean Seas Seafood Ltd (CSS) within the past year and have received fees for these services.
CTL Patersons Securities have acted for Centennial Mining Ltd (CTL) within the past year and have received fees for these services.
DRG Patersons Securities have acted for Draig Resources Ltd (DRG) within the past year and have received fees for these services.
DRO Patersons Securities have acted for DroneShield Ltd (DRO) within the past year and have received fees for these services.

GLL Patersons Securities have acted for Galilee Energy Ltd (GLL) within the past year and have received fees for these services.
IBG Patersons Securities have acted for Ironbark Zinc Ltd (IBG) within the past year and have received fees for these services.

IPT Patersons Securities have acted for Impact Minerals Ltd (IPT) within the past year and have received fees for these services.
NUS Patersons Securities have acted for Nusantara Resources (NUS) within the past year and have received fees for these services.
PEX Patersons Securities have acted for Peel Mining Ltd (PEX) within the past year and have received fees for these services.

PGO Patersons Securities have acted for Primary Gold Ltd (PGO) within the past year and have received fees for these services.
RCL Patersons Securities have acted for Readcloud Limited (RCL) within the past year and have received fees for these services.
SYA Patersons Securities have acted for Sayona Mining Ltd (SYA) within the past year and have received fees for these services.

uuv Patersons Securities have acted for UUV Aquabotix Ltd (UUV) within the past year and have received fees for these services.
VMY Patersons Securities have acted for Vimy Resources Ltd (VMY) within the past year and have received fees for these services.
WKT Patersons Securities have acted for Walkabout Resources Ltd (WKT) within the past year and have received fees for these services.

XAM Patersons Securities have received corporate advisory fees from Xanadu Mines Ltd (XAM) within the past year.

XTE Patersons Securities have acted for Xtek Ltd (XTE) within the past year and have received fees for these services.
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Important Notice: Copyright 2017. The Contents contained in this report are owned by Patersons Securites Limited ('Patersons'’) and are protected by the Copyright Act 1968 and the copyright
laws of other countires. The material contained in this report may not be copied, reproduced, republished, posted, transmitted or distributed in any way without prior written permission from
Patersons. Moadification of the materials for any other purpose is a violation of the copyrights and other proprietary rights of Patersons.

Disclaimer: Patersons believes that the information or advise (including any financial product advice) contained in this report has been obtained from sources that are accurate at the time of
issue, but it has not independently checked or verified that information and as such does not warrant its accuracy or reliability. Except to the Extent that liability cannot be excluded. Patersons
accepts no liability or responsibility for any indirect loss or damage caused by any error in or omission from this report. You should make and rely on your own independent inquiries. If not
specifically disclosed otherwise, investors should assume that Patersons is seeking or will seek corporate finance business from the companies disclosed in this report.

Warning: This report is intended to provide general securities advice, and does not purport to make any recommendation that any securities transaction is appropriate to your particular
investment objectives, financial situtation or particular needs. Prior to making any investment decision, you should assess, or seek advice from your adviser, on whether any relevant part of this
report is appropriate to your financial circumstances and investment objectives.

Disclosure: Patersons, its directors and/or employees may earn brokerage, fees, commissions and other benefits as a result of a transaction arising from any advice mentioned in this report.
Patersons as principal, its directors and/or employees and their associates may hold securities in the companies the subject of this report, as at the date of publication. These interests do not
influence Patersons in giving the advice contained in this report. Details of any interests may be obtained from your adviser. Patersons as principal, its directors and/or employees and their
associates may trade in these securities in a manner which may be contrary to recommendations given by an authorised representative of Patersons to clients. They may sell shares the subject
of a general 'Buy' recommendation, or buy shares the subject of a general 'Sell' recommendation.

Stock recommendations: Investment ratings are a function of Patersons expectation of total return (forecast price appreciation plus dividend yield) within the next 12 months. The investment
ratings are Buy (expected total return of 10% or more), Hold (-10% to +10% total return) and Sell (> 10% negative total return). In addition we have a Speculative Buy rating covering higher risk
stocks that may no be of investment frage due to low market capitalisation, high debt levels, or significant risks in the business model. Investment ratings are determined at the time of initiation of
coverage, or a change in target price. At other times the expected total return may fall outside these ranges because of price movements and/or volatility. Such interim deviations from specified
rnages will be permitted but will become subject to review by Research Management. This Document is not to be passed to any third party without prior written consent.

Patersons Securities Limited ~ ABN 69 008 896 311 AFSL 239 052

The Authorising Licensee, Patersons Securities Limited, is a Participant of ASX Group; Participant of National Stock Exchange (NSX); Participant of Chi-X Australia; Stockbrokers and Financial
Advisers Association Principal Member.



