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June quarterly report 
■ Event: EasternStar Gas released its June quarterly result on 29 July, with 

no material news to change our outlook. ESG is still de-watering its 
Bibbllewindi multi-lateral pilot, which consists of two twin-lateral pilots. The 
aggregate production rate from the pilot is 0.25mmcf/d, which we think is low 
given that the wells are multi-laterals. 

■ We have made some minor changes to our earnings forecasts. On a dollar 
basis, the changes are marginal, and represent a rebalance of our 
assumptions. We downgrade 2008-09 earnings by 4%, 2009-10 by 8% and 
upgrade 2010-11 by 4%. 

■ View: We see the company as a leveraged play on the NSW gas and power 
markets and although the CSG industry is significantly less developed than 
in Queensland, ESG, we think, is likely to demonstrate strong reserves and 
production growth over the next 12�24 months. 

■ Catalyst: Although the pilot programmes are delivering encouraging results, 
particularly the multi-lateral projects, we remain a little concerned at the time 
taken to deliver significant gas flows and suggest that strong flows of 
1mmcfd and above will be required to underpin our confidence in the 
commercial capacity of the area and reserves upside.. 

■ Valuation: We have also adjusted our valuation marginally from $1.25/share 
to $1.23/share as a result of the downgrade in earnings. We leave our 
Target Price unchanged at $1.25/share. 
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The price relative chart measures performance against the 
Australia S&P/ASX 200 index which closed at 4142.8 on 
29/07/09 
On 29/07/09 the spot exchange rate was A$1.24/US$1 
 

Performance Over 1M 3M 12M 
Absolute (%) 36.0 52.1 93.8 
Relative (%) 27.6 35.7 126.8  

 Financial and valuation metrics
 

Year 06/08A 06/09E 06/10E 06/11E
Revenue (A$mn) 0.4 0.2 12.0 26.8
EBITDAX (A$mn) -5.8 -5.2 2.4 11.7
EBIT (A$mn) -6.3 -5.5 1.6 10.0
Net income (A$mn) -4.2 -3.7 2.8 5.4
EPS (CS adj., Ac) -0.62 -0.47 0.32 0.63
Change from previous EPS (%) n.a. -4.3 -8.4 3.9
Consensus EPS (Ac) n.a. -0.30 � 1.10
EPS growth (%) n.a. n.a. n.a. 93.9
P/E (x) NM NM 337.3 173.9
Dividend (Ac) � � � �
Dividend yield (%) � � � �
EV / EBITDAX (x) -140.99 -154.62 358.83 76.45
Net debt/equity (%) net cash net cash net cash 24.1 

  Source: Company data, ASX, Credit Suisse estimates, * Adj. for goodwill, notional interest and unusual items. Relative P/E against 
ASX/S&P200 based on pre GW in AUD. Company PE calculation is based on displayed EPS Currency 

Rating OUTPERFORM* [V] 
Price (29 Jul 09, A$) 1.10 
Target price (A$) 1.25¹ 
Market cap. (A$mn) 857.09 
Yr avg. mthly trading (A$mn) 38 
Last month's trading (A$mn) 96 
Projected return:  
Capital gain (%) 14.2 
Gross yield (%) � 
Total return (%) 14.2 
52-week price range (A$) 1.10 - 0.20  
* Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
[V] = Stock considered volatile (see Disclosure Appendix). 
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Figure 1: Financial summary 
EASTERN STAR GAS LIMITED
In A$mn, unless otherwise stated Year ending 30 Jun Share Price: A$1.10 12-month target price: A$1.25

Profit & Loss 2007A 2008A 2009F 2010F 2011F Financial Summary 2007A 2008A 2009F 2010F 2011F
Sales revenue 0.7 0.3 0.2 12.0 26.8 NPAT $mn -13.5 -4.2 -3.7 2.8 5.4
EBITDA -13.3 -6.0 -5.2 2.4 11.7 Credit Suisse NPAT $mn -13.5 -4.2 -3.7 2.8 5.4
Depr. & Amort. 0.5 0.3 0.3 0.8 1.7 Credit Suisse EPS c -3.0 -0.6 -0.5 0.3 0.6
Goodwill amort. 0.0 0.0 0.0 0.0 0.0 EPS growth % 22.5 79.0 23.9 168.6 93.9
EBIT -13.9 -6.3 -5.5 1.6 10.0 P/E x -36.9 -176.0 -231.2 337.3 173.9
Equity adjustment na na na na na P/Earnings Growth x na na na na na
Net interest -0.3 -2.1 -1.7 -2.4 2.2
Profit before tax -13.5 -4.2 -3.7 4.0 7.8 Dividend payout ratio % 0.0 0.0 0.0 0.0 0.0
Income tax 0.0 0.0 0.0 1.2 2.3 Dividend c 0.0 0.0 0.0 0.0 0.0
Profit after tax -13.5 -4.2 -3.7 2.8 5.4 Yield % 0.0 0.0 0.0 0.0 0.0
Minorities na na na na na Franking % na na na na na
Net profit after tax -13.5 -4.2 -3.7 2.8 5.4
Preferred dividends na na na na na Operating CFPS c -2.0 -0.4 -0.3 0.4 0.8
Net profit after tax -13.5 -4.2 -3.7 2.8 5.4 P/OCF x -55.9 -257.3 -425.4 274.6 138.6
Unusual item after tax 0.0 0.0 2.4 0.4 0.0 EV/EBITDA x -66.2 -147.0 -171.0 373.0 75.4
Reported profit after tax -13.5 -4.2 -1.3 3.1 5.4 FCF yield % -1.8 -0.4 -0.5 -4.6 -4.9

Balance Sheet 2007A 2008A 2009F 2010F 2011F Financial Ratios 2007A 2008A 2009F 2010F 2011F
Cash & equivalents 2.1 37.5 59.6 21.9 23.7 Profitability Ratios
Inventories na na na na na EBITDA margin % -1808.8 -2256.4 -2301.7 19.6 43.6
Receivables 0.4 2.0 9.0 9.0 18.9 EBIT margin % -1881.0 -2373.3 -2434.7 13.1 37.1
Other current assets 1.6 0.3 0.0 0.0 0.0 Return on equity % -27.9 -4.0 -2.5 1.8 3.5
Current assets 4.0 39.9 68.6 31.0 42.6 Return on assets % -28.3 -8.9 -5.3 1.0 4.4
Property, plant & equip. 4.6 8.4 10.9 69.1 122.3 ROCE % -46.2 -11.0 -7.1 1.4 5.9
Intangibles 0.0 9.6 9.6 9.6 9.6 Effective tax rate % 0.0 0.0 0.0 30.0 30.0
Other non-current assets 42.3 50.3 73.8 73.8 73.8
Non-current assets 47.0 68.3 94.3 152.4 205.6 Balance Sheet Ratios
Total assets 51.0 108.1 162.9 183.4 248.2 Net debt $mn -2.0 -37.5 -59.6 -8.4 37.9
Payables na na na na na Net debt/Equity % -4.1 -35.6 -41.0 -5.5 24.1
Interest bearing debt 0.1 0.0 0.0 13.5 61.7 Net debt/Capital % -4.2 -55.2 -69.4 -5.9 19.4
Other liabilities na na na na na Interest cover x 40.0 3.0 3.1 -0.7 4.6
Total liabilities 2.5 2.6 17.5 31.3 90.6 Capex/Sales % 0.0 0.0 -1134.8 -388.5 -198.2
Net assets 48.5 105.5 145.4 152.1 157.6 Capex/Depn % 0.0 0.0 -8.5 -59.1 -30.4
Ordinary equity 48.5 105.5 145.4 152.1 157.6 Working capital/Sales % 9.9 -610.2 -3215.4 7.8 -31.7
Minority interests na na na na na
Preferred capital na na na na na Share Items
Total shareholder funds 48.5 105.5 145.4 152.1 157.6 Equiv. FPO (period avg.) mn 456 672 783 852 864

Cashflow 2007A 2008A 2009F 2010F 2011F Share Price Performance 52 week range: $0.21 - $1.11

EBIT -13.9 -6.3 -5.5 1.6 10.0
Net interest 0.3 2.0 1.7 2.4 -2.2
Depr & Amort 0.5 0.3 0.3 0.8 1.7
Tax paid 0.0 0.0 0.0 -0.6 -1.8
Working capital 0.1 -1.6 -7.2 0.9 -8.5
Other 4.0 2.7 8.6 -1.7 7.6
Operating cashflow -8.9 -2.9 -2.0 3.4 6.8
Capex 0.0 0.0 -2.5 -46.8 -53.2
Acquisitions & Invest -0.5 -3.1 -1.1 0.0 0.0
Asset sale proceeds 1.6 na na na na
Other -8.2 -9.0 -20.2 -11.4 0.0
Investing cashflow -7.1 -12.2 -23.9 -58.2 -53.2
Dividends paid na na na na na
Equity raised 10.5 48.6 47.9 3.6 0.0
Net borrowings 0.0 0.0 0.0 13.5 48.2
Other -0.5 1.9 0.0 0.0 0.0
Financing cashflow 10.0 50.5 47.9 17.1 48.2
Net cashflow -6.0 35.5 22.0 -37.6 1.8 Source: ASX Share price as of 29 Jul 09, 19:21 AET
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June quarterly report 
Eastern Star Gas released its June quarterly result with no material news to change our outlook. 

Although the pilot programmes are delivering encouraging results, particularly the multi-
lateral projects, we remain a little concerned at the time taken to deliver significant gas 
flows and suggest that strong flows of 1mmcfd and above will be required to underpin our 
confidence in the commercial capacity of the area and reserves upside. 

The stock is still a leveraged play on the NSW gas and power markets and although the 
CSG industry is significantly less developed than in Queensland, ESG, we think, is likely to 
demonstrate strong reserves and production growth over the next 12�24 months. 

Narrabri 
ESG is still de-watering its Bibbllewindi multi-lateral pilot which consists of two twin-lateral pilots. 
The aggregate production rate from the pilot has peaked at 0.25mmcfpd for the time being, 
which we consider to be low given that the wells are multi-laterals. The company has 
commented that there have been pump drive rod failures which will require work-overs to 
replace the rods, after which dewatering should be accelerated and therefore lift gas flow-rates. 

We would be looking for flow-rates to be over 1mmcfpd and note that ESG remains 
confident that it will deliver gross 2P reserves of 1300PJ (net of 845PJ) by the end of 2009.  

In addition to the existing pilots, the company is developing pilots to test a new play 
concept in the Narrabri area. The drilling programme encompasses using a tri-lateral 
completion near the Bibblewindi 9-spot production pilot to test the Upper Mauls Creek coal 
seam, which is not included in its current gas resource assessment. 

Wilga Park 
The Wilga Park Power Station has commissioned 3MW of additional gas driven 
generators, increasing the capacity to 7MW. We expect that the new 3MW gas generator 
will commence power generation in 3Q09, which will lift cash generation and provide a 
commercial outcome for ESG�s pilot production. 

Earnings and valuation 
We have made minor adjustments to our earnings forecasts. On a dollar basis, the 
changes are marginal and represent a rebalance of our assumptions. We downgrade 
2008-09 earnings by 4%, 2009-10 by 8% and upgrade 2010-11 by 4%. 

Figure 2: Earnings forecast 
 08�09F 09�10F 10�11F
Gas Production (PJ) 0.2 3.1 5.2
Electricity Sales (GWhr) 3 34 131
  
Underyling NPAT 
(A$mn) 

-3.7 2.8 5.4

  
EPS (A cps) -0.5 0.3 0.6
% change  -4% -8% 4%

Source: Company data, Credit Suisse estimates 

We have also adjusted our valuation marginally from $1.25/share to $1.23/share as a 
result of the downgrade in earnings. We leave our Target Price unchanged at $1.25/share. 
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Figure 3: NAV valuation 
Project ESG share A$mn $ps Pr Comments 
Wilga Park 65% 23 $0.03 100%  
Narrabri  65% 175 $0.20 75% Or B&B equivalent 
Mac Gen MoU 65% 130 $0.15 50% Or Mac Gen equivalent 
Uncommitted target 
Narrabri gas volumes 

  159 $0.18 70% The Narrabri JV is working to secure additional MoUs which 
could bring 2P reserves from its current target of 1300PJ to 
2000PJ�we see the addition of STO gas marketing 
expertise to lift the probability of success here 

PEL 434 and 433   10 $0.01   Notional value only 
Orion Petroleum   10 $0.01   Notional value only 
Underlying NPV  507 $0.58   
Exploration upside  564 $0.64 20% We base our exploration assumption on the company�s 

notional GIIP estimate 
      
Total  1071 $1.22   
      
Net cash  7 $0.01  We forecast 12-month forward net debt after including the 

capex planned over the next 12 months 
      
      
Total   1077 $1.23   

Source: Company data, Credit Suisse estimates 

The critical risk to our outlook and forecasts is the delivery of commercial outcomes from 
the Narrabri multi-lateral pilots. Partnering now with Santos, we see as adding significant 
additional commercial options for ESG, but ESG will still need to deliver robust flow-rates 
from its Narrabri pilots to underpin reserve upgrades. 
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Companies Mentioned  (Price as of 29 Jul 09) 
Eastern Star Gas (ESG.AX, A$1.10, OUTPERFORM [V], TP A$1.25) 
Santos (STO.AX, A$14.50, OUTPERFORM [V], TP A$16.50) 

Disclosure Appendix 
Important Global Disclosures 
I, Andrew Williams, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and 
securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in 
this report. 
See the Companies Mentioned section for full company names. 
3-Year Price, Target Price and Rating Change History Chart for ESG.AX 
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  O=Outperform;    N=Neutral;   U=Underperform;   R=Restricted;   NR=Not Rated;   NC=Not Covered
 

The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's total 
revenues, a portion of which are generated by Credit Suisse's investment banking activities. 
Analysts� stock ratings are defined as follows: 
Outperform (O): The stock�s total return is expected to outperform the relevant benchmark* by at least 10-15% (or more, depending on perceived 
risk) over the next 12 months. 
Neutral (N): The stock�s total return is expected to be in line with the relevant benchmark* (range of ±10-15%) over the next 12 months. 
Underperform (U): The stock�s total return is expected to underperform the relevant benchmark* by 10-15% or more over the next 12 months. 
*Relevant benchmark by region: As of 29th May 2009, Australia, New Zealand, U.S. and Canadian ratings are based on (1) a stock�s absolute total 
return potential to its current share price and (2) the relative attractiveness of a stock�s total return potential within an analyst�s coverage universe**, 
with Outperforms representing the most attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities. 
Some U.S. and Canadian ratings may fall outside the absolute total return ranges defined above, depending on market conditions and industry 
factors. For Latin American, Japanese, and non-Japan Asia stocks, ratings are based on a stock�s total return relative to the average total return of 
the relevant country or regional benchmark; for European stocks, ratings are based on a stock�s total return relative to the analyst's coverage 
universe**. For Australian and New Zealand stocks a 22% and a 12% threshold replace the 10-15% level in the Outperform and Underperform stock 
rating definitions, respectively, subject to analysts� perceived risk. The 22% and 12% thresholds replace the +10-15% and -10-15% levels in the 
Neutral stock rating definition, respectively, subject to analysts� perceived risk.  
**An analyst's coverage universe consists of all companies covered by the analyst within the relevant sector. 
Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 
 

Analysts� coverage universe weightings are distinct from analysts� stock ratings and are based on the expected 
performance of an analyst�s coverage universe* versus the relevant broad market benchmark**: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months. 
*An analyst�s coverage universe consists of all companies covered by the analyst within the relevant sector. 
**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 12 months. 
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Credit Suisse�s distribution of stock ratings (and banking clients) is: 
Global Ratings Distribution 

Outperform/Buy*  37% (58% banking clients) 
Neutral/Hold*  43% (58% banking clients) 
Underperform/Sell*  19% (49% banking clients) 
Restricted  2% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy, 
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor's 
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse�s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 
Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading.  For more detail please refer to Credit 
Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 
Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties. 
See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (ESG.AX) 
Method: We set our $1.25 Target Price for ESG  based on our valuation. We value ESG today at $1.23/share using a discounted cashflow valuation 
derived valuation, the components of which lead to a discount rate of 11%.  We model (where possible) domestic gas production and electricity 
generation; and applying risk weightings for the contracts where the MoUs are yet to be converted to Gas Sales Agreements 
Risks: The critical risk associated with our $1.25 ESG target is the assumption that ESG will be able to deliver commercial flow rates from its 
Narrabri field. The recently completed dual-lateral is currently de-watering and the company has yet to announce flow-rates. ESG's reserves goals 
will also depend on the success of its multi-lateral wells programme at Narrabri and will also require ESG to outline and complete commercial 
outcomes for its gas. The earnings are sensitive to changes in gas price assumptions, and the key risk (to either the upside or downside) to longer-
term gas prices, in our view, will be the outcome of the CSG to LNG developments currently in planning. Although these projects are all based in 
Queensland, failure of these projects would release potentially over 2000PJ of gas into the east coast market. Under this scenario we'd expect that 
gas price along East-Coast Australia will face downward pressure or at the very least remain static for a significant period 
Please refer to the firm's disclosure website at www.credit-suisse.com/researchdisclosures for the definitions of abbreviations typically used in the 
target price method and risk sections. 
 

See the Companies Mentioned section for full company names. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (ESG.AX) within the next 3 
months. 
Important Regional Disclosures 
The analyst(s) involved in the preparation of this report have not visited the material operations of the subject company (ESG.AX) within the past 12 
months. 
Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 
As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 
Principal is not guaranteed in the case of equities because equity prices are variable. 
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that. 
To the extent this is a report  authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important 
disclosures regarding any non-U.S. analyst contributors:  
The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with FINRA. The non-U.S. research analysts 
listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on 
communications with a subject company, public appearances and trading securities held by a research analyst account. 
� Andrew Williams, non-U.S. analyst, is a research analyst employed by Credit Suisse Equities (Australia) Limited. 
� Jenny Wong, non-U.S. analyst, is a research analyst employed by Credit Suisse Equities (Australia) Limited. 
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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(�CS�) to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to CS. None of 
the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of CS. All 
trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of CS or its affiliates. 
The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an 
offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in this report are suitable for 
any particular investor. CS will not treat recipients as its customers by virtue of their receiving the report. The investments or services contained or referred to in this report may not be 
suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about such investments or investment services. Nothing in this report 
constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise 
constitutes a personal recommendation to you. CS does not offer advice on the tax consequences of investment and you are advised to contact an independent tax adviser. Please 
note in particular that the bases and levels of taxation may change. 
CS believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presented in the other sections of the report 
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