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PEP-11 UPDATE - WIND FARM AREA RELEASE AND BALEEN DRILLING

HIGHLIGHTS

e Wind Development Area Gazetted off Hunter Region of NSW

e Extension & Variation Applications for Pep-11 Permit to Enable Drilling of Seablue 1 Gas
Well at Baleen

o The Importance of New Gas Projects & East Coast Australia Gas Supply well documented

DECLARATION OF WIND DEVELOPMENT AREA 0OEI-01-2023 — NO MATERIAL IMPACT ON PEP11 TITLE

MEC Resources Limited (“MEC” or the “Company”) (ASX:MMR) highlights the following information in
relation to its 38.27% investee company, Advent Energy Ltd (“Advent”).

Asset Energy Pty Ltd (“Asset”), the wholly owned subsidiary of Advent, together with Bounty Qil & Gas
NL (“Bounty” ASX: BUY) which are the PEP 11 Joint Venture Partners (“PEP 11 JV”), report that on 14
July 2023; the Hon Chris Bowen, Minister for Climate Change and Energy, gazetted/designated an area
of the Pacific Ocean area off the Hunter Region of NSW as suitable for offshore wind energy
development and that it would be open for industry to develop wind farms. See map below. It will
become Australia’s second official offshore wind energy zone.

Having reviewed the PEP 11 seismic data and the drill data from the Seaclem 1 well (See map below);
the Declared Wind Area does not materially impact the PEP 11 title or the main PEP 11 target areas.
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Asset and Bounty welcome this declaration/gazettal as it reinforces the PEP 11 JV’s belief that
decarbonising the global energy system will require the use of a mixture of technologies encompassing
renewable energy resources, carbon sequestration and natural gas.

There are and will be offshore areas where wind, gas and carbon sequestration activities will overlap,
and it is Advents’ belief that a holistic approach should and will be taken to ensure that clean energy
is produced in a reliable and cost-effective manner.

In April of this year Assets’ parent company Advent made a submission to the consultation website of
the Department of Climate Change, Energy, the Environment and Water on the proposed Hunter
offshore wind development area.

https://consult.dcceew.gov.au/oei-hunter/have-your-say/view/1906

Advent has had preliminary discussions to explore synergies with one of the wind technology
companies who are planning to tender for and develop part of the Declared Area and has scheduled
further consultation.

EXTENSION AND VARIATION APPLICATIONS FOR PEP-11 PERMIT TO ENABLE DRILLING OF SEABLUE 1
GAS WELL AT BALEEN

Asset continues to progress the joint venture’s applications for the variation and suspension of work
program conditions and related extension of PEP-11. This application follows from the fact that in
February 2023 a decision by the previous Commonwealth-NSW Joint Authority to refuse the
application was quashed by the Federal Court of Australia. Asset has provided additional updated
information to the Commonwealth-NSW Joint Authority and title authority NOPTA in relation to its
applications.

While the applications for the variation and suspension of work program conditions and related
extension of PEP-11 are being considered, Asset is investigating the availability of a mobile offshore
drilling unit to drill the proposed Seablue-1 well on the Baleen prospect which would take
approximately thirty-five days to complete. Asset is in communication with drilling contractors and
other operators who have recently contracted rigs for work in the Australian offshore beginning in the
first half of 2024.

PEP-11 continues in force and the Joint Venture is in compliance with the contractual terms of PEP-11
with respect to such matters as reporting, payment of rents and the various provisions of the Offshore
Petroleum and Greenhouse Gas Storage Act 2006 (Cth).

THE IMPORTANCE OF NEW GAS PROJECTS AND EAST COAST AUSTRALIA GAS SUPPLY

The analysis contained in the Australian Competition & Consumer Commission Gas inquiry 2017-2030
interim report (January 2023) (“ACCC Report”)! emphasises that from 2026 there will be a material
shortfall of supply in gas in the Australian east coast gas market.

“From 2026 onwards the east coast gas market is expected to experience a shortfall in supply from
[proved and probable (2P)] reserves unless additional supply comes online. Under a Step Change
scenario for gas demand [which models a steep decline in gas demand], the shortfall may be deferred
until 2027. However, in the long-term there is not expected to be sufficient gas production from 2P
reserves to meet demand....

1 Australian Competition & Consumer Commission Gas inquiry 2017-2030 interim report (January 2023),
[5.3.3].



[G]..... as demand is expected to decline over the longer-term through a shift to greater electrification
and as energy policy shifts towards net-zero emissions targets. However, natural gas will likely be part
of the transition between coal power generation and renewable energy sources, and there will be
ongoing need for gas from commercial and industrial users in particular.

Without expansion in production, gas supply shortfalls are expected arising from export and domestic
demand even under a Step Change scenario in which there are greater shifts to electrification,
consistent with net-zero emissions targets.

This would place continued upward pressure on prices in the gas market, as well as pressure on the
electricity market through the role that gas powered generation will likely play in meeting peak
electricity demand and maintaining the stability of the east coast energy system.

Additional gas supply will be needed to avoid future shortfalls.

The analysis of the ACCC is reflected by the recent representative public comments of senior
Commonwealth Government Ministers.

(a)  The Prime Minister the Hon Anthony Albanese MP said that “gas will play a role in renewables”
when defending the role that gas will play in the transition to clean energy. ?

(b)  The Hon Madeleine King MP correctly noted that:3
“Inthe short term, medium term and long term we will need gas. You need gas to process critical
minerals and rare earths which are essential for clean energy technology.”

(c)  The Hon Chris Bowen MP said that:*
“Gas is a flexible fuel necessary for peaking and firming as we undertake this transformation [to
the government’s renewables target”.
(d)  The Hon Dr Jim Chalmers MP noted that the gas industry is a “really important”® part of the
nation’s economy, and that the Commonwealth Government is working on increasing gas

supply.

The views of the ACCC are reflected within industry. Dr Kerry Schott (the former head of the Energy
Security Board) recently observed that the pathway to net zero emissions is not realistic without
further gas supply.® A similar observation has been attributed to Mr Adrian Dwyer (CEO of
Infrastructure Partnerships Australia).” The Australian Petroleum Production and Exploration

2 AFR Business Summit (7 March 2023) accessible at: https://www.pm.gov.au/media/afr-business-summit-0
3 Interview with Tom Connell, Sky News (15 February 2023) accessible at:
https://www.minister.industry.gov.au/ministers/king/transcripts/interview-tom-connell-sky-news

4 Address to the Sydney Institute (13 March 2023) accessible at:
https://minister.dcceew.gov.au/bowen/speeches/address-sydney-institute

5 Press Conference, Blue Room, Canberra (25 January 2023) accessible at:
https://ministers.treasury.gov.au/ministers/jim-chalmers-2022/transcripts/press-conference-blue-room-
canberra-1

5 For example, Interview with Neil Mitchell, 3AW (26 October 2022) accessible at
https://ministers.treasury.gov.au/ministers/jim-chalmers-2022/transcripts/interview-neil-mitchell-3aw-0;
Interview with David Speers, Insiders ABC (30 October 2022) accessible at:
https://ministers.treasury.gov.au/ministers/jim-chalmers-2022/transcripts/interview-david-speers-insiders-
abc-0

6 See the commentary in “States hits for ‘demonising’ gas” Australian Financial Review (28 February 2023).
7 See the commentary in “States hits for ‘demonising’ gas” Australian Financial Review (28 February 2023).
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Association has also observed the need for Australia to increase its domestic gas supply in light of the
shortfall projections noted above.®

Closely related to the need for Australia to have new gas supply is the fact that a lack of gas supply is
a key driver of inflation. As Dr Phillip Lowe, the Governor of the Reserve Bank of Australia, said in a
Senate Estimates Hearing:®

“One way of tackling inflation induced by supply-side shocks is to address the supply side. At the
moment there are two areas | think we could be focusing on. It's the supply of gas and electricity in
the domestic market—what we can constructively do to increase the supply. | don't want to get drawn
into what the right measures are, but just at the analytical level, increased supply of gas and electricity
in the domestic market would be helpful to combat rising energy prices.”

Asset Energy is the Operator of PEP-11 with an 85% interest, the remaining 15% interest is held by
Bounty Oil & Gas NL (ASX: BUY).

David Breeze (Managing Director) authorised the release of this announcement to the market.

For further information please contact:
David Breeze

Managing Director — MEC Resources Limited
Ph: +61 409 150 953

8 APPEA Media Release, “Government Strategy for New Gas Supply Needed After More Shortfall Warnings” (16
March 2023).

9 Commonwealth of Australia, Official Committee Hansard (Senate): Economics Legislation Committee (Monday,
28 November 2022) p5.



