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CLUFF NATURAL RESOURCES PLC (CLNR)

Farm-out negotiations at an advanced stage

CLNR has announced some encouraging news concerning farm-out negotiations for its 100% owned licences
P2252 and P2248 in the SNS (Southern North Sea) Gas Basin. An exclusivity agreement has been signed
with a ‘major international oil and gas company’ in the case of P2252 while for P2248 non-exclusive
negotiations with a ‘preferred bidder’ are at an advanced stage. Significantly, progress on negotiations has
been sufficient for the OGA (0il and Gas Authority), the UK regulatory body, to conditionally extend the two
licences by six months to May 31, 2019. The conditions in terms of drilling commitments and the acquisition
of 3-D seismic for P2252 will necessitate farm-out agreements being concluded by February 28, 2019.
Assuming this is the case, we believe that drilling is possible on P2248 by end 2019 and on P2252 by end
2020.

P2252: Licence P2252 is located about 100 km east of the Tees estuary towards the north
western margin of the SNS Basin. The focus is the Pensacola prospect, a Permian-Zechstein,
carbonate reef structure similar to those in adjacent blocks. The licence terms are that by
February 28, 2019 CLNR commits to acquiring new 3-D seismic along with a contingent
well on the Pensacola prospect. CLNR has previously given the P50 un-risked resources for
both the Pensacola reef and lagoon zones as 424 bcf. The COS’s (chance of success) are
presently modest at 20% and 16% respectively but should improve following a seismic
shoot. The dry well cost for the Pensacola project will be about £8m while seismic
acquisition could be $4m.

P2248: Licence P2248 lies about 70km south east of P2252. It contains three Triassic and
three Carboniferous sandstone prospects with un-risked P50 resources of 1,750 bef. COS’s
range between 15% and 37%. Importantly, P2248 is in the SNS Basin Carboniferous play
zone which hosts major gas fields such as Breagh and Pegasus. The terms of the licence call
for CLNR making a firm well commitment by February 28, 2019. Dry well costs are likely
to be £6.6m for the Triassic and £12.8m for the deeper Carboniferous horizons.

Farm-out terms: CLNR’s objective is to negotiate free-carry farm-outs. This will involve a
reduction in working interest to 50% or less and in all probability ceding operator status
for P2252 at least. Post a farm-out, the lead time to spudding a well on P2248 is likely to
be at least six months. Assuming a farm-out agreement by late February 2019 drilling might
therefore, be possible in Q4 2019. In the case of P2252 the lead time will be significantly
longer due to the need to shoot and interpret seismic.

Financials: CLNR raised £2.75m gross in new equity in the eleven months to November
2018 with the last raise at 2.1p/share. We believe the cash position currently is about £1.6m
which should leave the company funded for about nine months. In recent months project
related spending has risen due to appraisal work on the new 30% Round Licences. We look
for a financing requirement in 2019 of £2.1m split £1.6m G&A and £0.5m licence related.

Valuation: We are upgrading our risked CLNR valuation from £98m to £118m to reflect
the progress that has been made on the farm-out front. The valuation continues to reflect a
50% free-carry working interest adjustment and is based on a $2.0/boe valuation quotient
for P2252 and P2248. This compares with the $1.5/boe used earlier. We have continued to
use $1.5/boe for the other licenses. After diluting for the prospective financing requirement
of £2.1m over the next year our valuation/share is 18.9p against 18.4p previously.

SUMMARY FINANCIALS

Year-end December (£'000) 2015 2016 2017 2018e 2019
EBITDA (1,435) (1,240) (1,473) (1,543) (1,612
PBT (L872) (L731) (15000 (L,661) (1,731
NET CASH/(DEBT) END YEAR 1,114 1,708 1,017 1,417 (699)

Source: Company data, Allenby Capital
Please refer to the last page of this communication for all required disclosures and risk warnings.
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EXHIBIT 1: SUMMARY FINANCIALS

INCOME STATEMENT 2014 2015 2016 2017 2018E 2019E
Administrative Expenses (1,745) (1,547) (1,416) (1,592) (1,661) (1,731)
Impairment charge 0 (337) (318) 0 0 0
Operating Profit (1,745) (1,884) (1,735) (1,592) (1,661) (1,731)
Finance Income 20 11 4 1 0 0

PBT (1,725) (1,872) (1,731) (1,590) (1,661) (1,731)
Taxation - - - - - -

Net Income (1,725) (1,872) (1,731) (1,590) (1,661) (1,731)
Comprehensive Loss (1,725) (1,872) (1,731) (1,590) (1,661) (1,731)
EBITDA (1,612) (1,435) (1,240) (1,473) (1,543) (1,612)
Avg. Shares Basic (m) 155 186.6 246.3 343.9 474.9 538.2
EPS (report) p (1.11) (1.00) (0.70) (0.46) (0.35) (0.32)
CASH FLOW 2014 2015 2016 2017 2018E 2019E
Net Loss for the year (1,725) (1,872) (1,731) (1,590) (1,661) (1,731)
Change in receivables (26) 85 (55) 54 19 0
Change in payables 105 (45) (39) (10) 0 3
Depreciation 7 344 326 5 5 5

Other (20) (11) 0 0 0 0

Share Based Payments 126 104 168 114 114 114
Net Operating cash flow (1,533) (1,396) (1,334) (1,428) (1,524) (1,609)
Acquisition of PPE (1 (1 (2) (2 (2) (2)

Exp and Eval assets additions (208) (513) (449) (224) (712) (505)
Miscellaneous 18 11 3 1 (2) 0
Proceeds from issue of shares 0 1,804 2,376 962 2,640 0

Net cash flow (1,724) (94) 594 (691) 400 (2,116)
Net cash/(debt) 1,208 1,114 1,708 1,017 1,417 (699)
BALANCE SHEET 2014 2015 2016 2017 2018E 2019E
Intangible assets 254 428 554 775 1484 1986
Property, Plant & Equipment 11 6 4 4 7 7

Other 54 54 1 54 54 54
Total Non-Current Assets 319 488 559 833 1,544 2,047
Receivables 173 88 197 89 70 70
Cash & Cash Equivalents 1,208 1,114 1,708 1,017 1,417 400
Total Current Assets 1,380 1,202 1,905 1,106 1,487 470
Total Assets 1,699 1,690 2,464 1,939 3,032 2,517
Non-Current Liabilities 0 0 0 0 0 0
Trade payables 97 176 60 112 112 116
Other payables 210 86 163 100 100 100

ST debt 0 0 0 0 0 1,099
Current Liabilities 307 262 223 213 213 1,315
Total Liabilities 307 262 223 213 213 1,315
Net assets 1,392 1,428 2,241 1,727 2,819 1,202
Net cash/(debt) 1,208 1,114 1,708 1,017 1,417 (699)
Shareholder Equity 1,392 1,428 2,241 1,727 2,819 1,202
Total Equity & Liabilities 1,699 1,690 2,464 1,939 3,032 2,517

|
Source: Company data, Allenby Capital



ALLENBY CAPITAL

DISCLAIMER

Allenby Capital Limited (“Allenby”) is incorporated in England no. 6706681; is authorised and regulated by the Financial
Conduct Authority (“FCA”) (FRN: 489795) and is a member of the London Stock Exchange. This communication is for
information only it should not be regarded as an offer or solicitation to buy the securities or other instruments mentioned in it.
It is a marketing communication and non-independent research, and has not been prepared in accordance with the legal
requirements designed to promote the independence of investment research, and is not subject to any prohibition on dealing
ahead of the dissemination of investment research. The cost of Allenby research product on independent companies is paid for
by research clients.

This communication is for the use of intended recipients only and only for distribution to investment professionals as that term
is defined in article 19(5) of The Financial Services and Markets Act 2000 (Financial Promotion) Order 2005. Its contents are
not directed at, may not be suitable for and should not be relied upon by anyone who is not an investment professional including
retail clients. Any such persons should seek professional advice before investing. For the purposes of this communication Allenby
is not acting for you, will not treat you as a client, will not be responsible for providing you with the protections afforded to
clients, and is not advising you on the relevant transaction or stock. This communication or any part of it do not form the basis
of and should not be relied upon in connection with any contract.

Allenby uses reasonable efforts to obtain information from sources which it believes to be reliable. The communication has been
prepared without any substantive analysis undertaken into the companies concerned or their securities, and it has not been
independently verified. No representation or warranty, express or implied is made, or responsibility of any kind accepted by
Allenby its directors or employees as to the accuracy or completeness of any information in this communication. Opinions
expressed are our current opinions as of the date appearing on this material only and are subject to change without notice. There
is no regular update series for research issued by Allenby.

No recommendation is being made to you; the securities referred to may not be suitable for you and this communication should
not be relied upon in substitution for the exercise of independent judgement. Neither past performance or forecasts are a reliable
indication of future performance and investors may realise losses on any investment. Allenby shall not be liable for any direct or
indirect damages including lost profits arising from the information contained in this communication.

Allenby and any company or persons connected with it, including its officers, directors and employees may have a position or
holding in any investment mentioned in this document or a related investment and may from time to time dispose of any such
security or instrument. Allenby may have been a manager in the underwriting or placement of securities in this communication
within the last 12 months, or have received compensation for investment services from such companies within the last 12 months,
or expect to receive or may intend to seek compensation for investment services from such companies within the next 3 months.
Accordingly, recipients should not rely on this communication as being impartial and information may be known to Allenby or
persons connected with it which is not reflected in this communication. Allenby has a policy in relation to management of
conflicts of interest which is available upon request.

This communication is supplied to you solely for your information and may not be reproduced or redistributed to any other
person or published in whole or part for any purpose. It is not intended for distribution or use outside the European Economic
Area except in circumstances mentioned below in relation to the United States. This communication is not directed to you if
Allenby is prohibited or restricted by any legislation or registration in any jurisdiction from making it available to you and persons
into whose possession this communication comes should inform themselves and observe any such restrictions.

Allenby may distribute research in reliance on Rule 15a-6(a)(2) of the Securities and Exchange Act 1934 to persons that are major
US institutional investors, however, transactions in any securities must be effected through a US registered broker-dealer. Any
failure to comply with this restriction may constitute a violation of the relevant country’s laws for which Allenby does not accept
liability. By accepting this communication you agree that you have read the above disclaimer and to be bound by the foregoing
limitations and restrictions.

RESEARCH RECOMMENDATION DISCLOSURE
Peter Dupont is the author of this research recommendation. Peter Dupont is employed by Allenby Capital Limited as an
Equity Analyst.

Unless otherwise stated the share prices used in this publication are taken at the close of business for the day prior to the date of
publication. Information on research methodologies, definitions of research recommendations, and disclosure in relation to
interests or conflicts of interests can be found at www.allenbycapital.com.

Allenby Capital acts as Nomad and Joint broker to Cluff Natural Resources

Allenby Capital, 5 St Helen’s Place London, EC3A 6AB
+44 (0)20 3328 5656, www.allenbycapital.com
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