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Geodynamics (GDY)

Hot rocks has plenty in reserve

The recent Cooper Basin steam release demonstrated the viability of
thermal energy recovery. What remains unanswered is the energy
reserve size and recovery efficiency. Both are critical and answers
are expected in the next few months.

Key forecasts

FYO3A FY04A FYO5F FYO6F FYO7F

EBITDA (A$m) -0.53 -2.02 -3.28 1.94v 7.46V
Reported net profit (A$m) -2.11 -3.08 -4.24 -0.92v -5.22v
Normalised net profit (A$m)? -0.58 -2.14 -4.24 -0.92v -5.22v
Normalised EPS (c)t -1.93 -2.98 -4.464 -0.97Y -549vV
Normalised EPS growth (%) n/a 54.7 49.7 -78.3 466.0
Dividend per share (c) n/a n/a n/a n/a n/a
Dividend yield (%) n/a n/a n/a n/a n/a
Normalised PE (x) n/m n/m n/m n/m n/m
EV/EBITDA (x) n/m n/m n/m 85.7 34.8
Price/net oper. CF (x) 17.2 217.8 -51.9v 87.54 22.84
ROIC (%) n/a -17.0 -11.0 -1.80 -6.26
1. Pre-goodwill amortisation and exceptional items year to Jun, fully diluted

Source: Company data, ABN AMRO Morgans forecasts

Results so far confirm potential

The controlled release of the hot pressurised water confirmed that temperatures and
pressures are in line with expectations (270°C and 346bar), energy recovery is
possible and a hydraulic connection exists. Subsequently, efficiency of energy
recovery becomes all-important as this will determine the cost of recovery
(margins).

The next few months is critical

We re-emphasise the importance of the reservoir testing program and its aim to
prove a geothermal reserve (from resource). During this period, we seek further
information with respect to circulating flows, temperatures and pressures, flow
impedance and subsequent enhancement activities.

Pursuit of green credits

The commercial significance of this project to all stakeholders, including Origin, is
the potential quantity of green credits and their respective value that a commercial
operation may generate. We estimate a 275MW Cooper Basin geothermal power
station at current Renewable Energy Certificate (REC) pricing could generate in the
order of A$100m of green credit revenue per annum.

Valuation and recommendation

We have increased the number of shares on issue in accordance with the recent
placement and pending SPP. Subsequently, our reserve-based valuation has
reduced to A$3.10 from A$3.39 per share. Our price target equates to our DCF
valuation and, therefore, has been reduced to A$3.10 also. We stress that our price
target downgrade does not reflect a change in view. It simply reflects that our
valuation is entirely Cooper Basin reserve proving based. We have somewhat
harshly neglected HFR resource and GPS value at present. We consider energy
recovery efficiency as the primary risk to our valuation. We maintain our speculative
Buy recommendation.

Important disclosures regarding companies that are the subject
of this report and an explanation of recommendations and
volatility can be found at the end of this document.

Priced at close of business 26 May 2005. Use of A ¥ indicates that the line item has changed by at least 10%.

ABN AMRO Morgans Limited (A.B.N. 49 010 669 726) AFSL235410 A Participant of ASX Group

Buy

Important: The above
recommendation has been made for
shorter-term investors and may not
suit your individual investment
requirements. The recommendation
structure is summarised on the last
page of this report. PLEASE
CONTACT YOUR ADVISOR
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INVESTMENT VIEW

Three crucial months - what to look for

The next few months is critical with respect to the long-term value of GDY. We re-
emphasise the importance of the reservoir testing program and its aim to prove a
geothermal reserve (from resource) and demonstrate that energy can be
economically reecovered. Below, we have breifly outlined the three phases of the
reservoir testing program and highlighted some key resource properties to look out
for.

Diagnostic Phase

The aim of the Diagnostic Phase is to:

= determine the hydraulic properties of the HFR reservoir; and
= determine the properties of the natural (artesian) geothermal resource.

The controlled release of the hot pressurised water entrained in the reservoir via
Habanero no. 2 was carried out in early May. To date, tests have shown:

= Reservoir temperatures and pressures are indeed in excess of 2700C and 346bar
respectively.

= Preliminary circulation tests have illustrated that energy recovery is possible i.e.
water/steam being released at the surface at temperatures approaching 2000C.

= A hydraulic connection between the two wells, situated 500m apart and 4km in
depth, does exist.

The data collected as a result of these flow tests will assist understanding of the
reservoir’s hydraulic properties. This information is necessary to determine the size of
the reservoir (proved reserve).

A final test planned for the Diagnostic Phase is a two-three-day circulation test (ie
pumping of water into Habanero no. 1 through the reservoir and returning up
Habanero no. 2. This is aimed at providing some preliminary information regarding
flow impedance (resistance). The subsequent impedance measurement will give
further indication of the nature of the fractures (fissure) within the reservoir and will
also provide an initial indication of the power requirement necessary to circulate
water through the reservoir and the two wells.

The testing program includes several optional steps to maximise the value of the
resource. At the end of the Diagnostic Phase, GDY should be in a position to
determine whether additional enhancement of the reservoir is required.

Enhancement Phase

The requirements and duration of the Enhancement Phase depends upon the findings
of the Diagnostic Phase. The aim of the Enhancement Phase is to improve the flow
and/or number of flow paths of the underground heat exchanger if required. In other
words, if GDY can identify opportunities to improve the physical properties of the
reservoir with respect to maximising economic energy recovery, then it will make all
efforts to do so. Of course activities carried out during this phase will incur a cost
(likely to be between A$0.5m and A$3m depending upon the extent of enhancement
activities). It will be imperative for GDY to clearly identify and understand the
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INVESTMENT VIEW

benefits of enhancement activities. Resource enhancements are likely to deliver
significant efficiency gains and will go a long way to minimising operating costs per
megawatt hour of electricity generation.

Demonstration phase and scale-up study

Following the enhancement phase, GDY intends to circulate water through a closed
loop (Habanero no. 1, underground reservoir, Habanero no. 2 and back to Habanero
no. 1). This is termed the demonstration phase and is likely to continue for a period
of one-three months. The aim of this phase is to determine and obtain expert sign-off
of geothermal reserves. This will allow GDY to construct a small-scale HFR
geothermal power generation plant. The key announcements during this phase will be
prolonged flow, temperature and pressure characteristics and the purported
improvements as a result of the enhancement phase. Ultimately key share price
triggers will be a formal definition the definition of an initial geothermal reserve
(similar in concept to an oil reserve or gold reserve.)

In parallel to the demonstration phase, GDY intends to undertake a scale-up study of
large scale power generation (300 MW and above).

Table 1 : Key data to look for during reservoir testing

Temperature The greater the surface temperature of return water the better. Reservoir temperatures have been measured at 272°C
and to date surface temperature of almost 200°C have been measured. Prolonged circulation will allow the entire
system to reach steady state i.e. heat up, following which we are hopeful that surface temperatures of 250°C may be
achieved.

Pressure The enormous over pressures measured (>5000 psi) were unexpected but are believed to be of significant benefit to the
heat transfer properties of the reservoir. Essentially the overpressures minimise circulating water loss (expected to be
<2%), increase reservoir permeability (reservoir shattering), thus increasing the heat transfer surface area, and the
horizontal stress regime significantly simplifies well and field geometry. As tests progress it will be interesting to
observe whether these over pressures remain constant, particularly with respect to controlling water circulation and
water losses.

Flow / impedance Empirically circulating flowrate is positively correlated to heat transfer (surface temperature) and flow impedance. As
such all heat exchangers exhibit an optimum economic flowrate where energy recovery efficiency is maximised (e.g.
energy recovered minus energy required to circulate water is at maximum). Consequently information of interest is the
combination of surface temperatures and impedance at a specific flowrate.

Resource enhancement We expect some enhancement activities. In the least we expect further reservoir fraccing (rock fracturing). Following
the recent site visit the reservoir testing engineer although impressed with the nature of the raw properties of the
reservoir indicated that via enhancement activities he expected to achieve a two fold improvement in heat transfer /
impedance properties.

Source: ABN AMRO Morgans

Thermal energy recovery demonstrated, the question now is one
of efficiency

As noted, we are confident that energy can be recovered from this HFR reservoir.
What is yet to be determined is the efficiency at which energy can be recovered.
Efficiency of energy recovery is important as this will determine the cost of recovery.
GDY’s computer modelling to date suggests that on scale-up to commercial levels it
should be possible to generate electricity, from this particular geothermal resource,
at operating costs which are competitive with current fossil fuel generators.

The social significance of this is the generation of emission free energy from a very
large energy source, estimated at 50billion barrels of oil equivalent or 10bn tonnes of
coal.

The commercial significance of this is the potential quantity of green credits and their
respective value above and beyond standard wholesale electricity pricing. We
estimate a 275MW geothermal power station at Innamincka (Cooper Basin) at current
Renewable Energy Certificate (REC) pricing could generate in the order of A$100m of
green credit revenue per annum.

This level of green credit generation will attract significant interest, particularly from
fossil fuel producers and users.
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INVESTMENT VIEW

Origin off-take agreement emphasises green value

Origin Energy’s agreement to purchase up to 50% of the power generated by GDY at
the large commercial power plant (which has a hominal capacity of 200MW or more)
illustrates the value it places on the project and in particular access to the green
credits. As part of the off take agreement, Origin will have the right to purchase any
REC’s and/or other environmental credits generated.

Transmission losses manageable

GDY recently announced that a study had been undertaken by expert consultants on
the cost of connecting the Cooper basin to the national grid. The study confirmed that
costs are in the order of A$5 to A$10 per megawatt hour transmitted, including the
cost of transmission. Typical eastern board high voltage transmission costs are in the
vicinity of A$5 to A$7 per megawatt hour transmitted. We concur with GDY'’s view
that the potential economic benefits of the geothermal resource in the Cooper Basin
far outweigh the transmission cost.

Increased resource base of value pending recovery viability

The attainment of Geothermal Exploration License (GEL) 99 does increase GDY'’s total
resource. However, resource and reserve value is dependent upon reserve proving
and subsequent energy recovery efficiency.

First footing for Kalina Cycle Technology at WMC

The feasibility study to develop a waste heat generation project at WMC’s Mt Keith
Nickel Mine using Kalina Cycle Technology is significant for two reasons:

1) If successful, this will be the first Australian demonstration of the Kalina cycle
using waste heat from an open cycle gas turbine. It will provide a reference site
for others including GDY’s own Cooper Basin project.

2) Once commercially agreed and installed, it will constitute GDY’s first source of
cash flow.

Geodynamics Power Systems (GPS) has been commissioned by WMC to undertake a
feasibility study for the installation of a 13MW high efficiency Kalina generation plant
at Mt Keith Nickel mine in WA. We estimate total installation cost would be around
A$25-30m. GDY has received capital assistance of A$2.08m via a federal Government
grant. It is planned that GPS would own and operate the plant with electricity sales
under a long term arrangement with WMC. The project go-ahead is subject to
reaching suitable commercial arrangements with WMC.

Capital hungry but signs are positive

GDY recently completed a A$5m placement to institutions and sophisticated
investors. It has also announced a share purchase plan whereby it is offering
shareholders to purchase up to A$5,000 worth of shares in GDY at an issue price of
A$1.55. We expect the SPP to raise a further A$10m. The funds raised are essentially
to replenish depleting working capital and preparation of Stage Two, commercial
demonstration, commencement. GDY has been a little vague on fund use primarily
because reservoir enhancement requirements are as yet unknown. By interpretation,
however, we anticipate that a reasonable proportion of capital raised will be directed
toward reservoir enhancement activities and to initiate procurement of demonstration
plant equipment. The cost of a 3-5MW demonstration plant is expected to be up to
A$12.5m. As is the nature of a development project such as GDY’s Cooper Basin
Geothermal Project we do anticipate a further capital raising, most likely another
placement, later this calendar year.
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INVESTMENT VIEW

Valuation

We have increased the number of shares on issue in accordance with the recent
placement and have assumed an additional 6.45m shares will be issued following the
SPP. Whilst our view on GDY has not changed, with the issue of additional shares, we
have reduced our reserve based per share valuation to A$3.10 from (A$3.39). Our
valuation is based on a DCF reserve valuation of around A$1m per MW of proven
reserve and the determination of a 275MW reserve. Our price target equates to our
DCF valuation and, therefore, has been reduced to A$3.10 also. We stress that our
price target downgrade does not reflect a change in view. We are simply trying to be
consistent in our valuation approach for this stage of the Cooper Basin project.
Indeed our valuation methodology may be considered very conservative as we do not
attribute any value to the Cooper Basin resource or Geodynamics Power Systems at
present. Additionally although technical risk has diminished with the demonstration of
thermal energy release we have refrained from reducing our WACC as it is still early
stages in the development towards commercial operation.

Reserve determination is the most imminent trigger to GDY value and will be based
upon the findings of the reservoir testing program discussed above. Consequently,
we consider the outcome of these tests represent the primary risk (up or down) to
our price target. We reiterate that attention should be focussed on reserve
determination and process proving and not the inevitable technical hurdles inherent
with a development such as this.
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Valuation snapshot

Fair value* (A$) 3.10
Target price (A$) 3.10
Current price (A$) 1.80
Upside/downside 67%
* Methodology DCF
Assumptions

WACC 10.13%
Beta 1.24
Equity risk premium 4.50%
Risk-free rate 5.75%

Source: ABN AMRO Morgans estimates



GEODYNAMICS: KEY FINANCIAL DA

Income statement

A$m FYO3A FY04A FYO5F FYO6F FYOZ7F
Revenue 3.20 3.84 0.00 13.5 16.7
Cost of sales n/a n/a n/a n/a n/a
Gross profit 3.20 3.84 0.00 13.5 16.7
Operating costs -3.73 -5.86 -3.28 -11.6 -9.21
EBITDA -0.53 -2.02 -3.28 1.94 7.46
DDA & Impairment (ex gw) -0.04 -0.11 -0.96 -2.87 -12.7
EBITA -0.58 -2.14 -4.24 -0.92 -5.22
Goodwill (amort/impaired) 0.00 0.00 0.00 0.00 0.00
EBIT -0.58 -2.14 -4.24 -0.92 -5.22
Net interest 0.00 0.00 0.00 0.00 0.00
Associates (pre-tax) 0.00 0.00 0.00 0.00 0.00
Other pre-tax items 0.00 0.00 0.00 0.00 0.00
Reported PTP -0.58 -2.14 -4.24 -0.92 -5.22
Taxation 0.00 0.00 0.00 0.00 0.00
Minority interests 0.00 0.00 0.00 0.00 0.00
Other post-tax items -1.53 -0.94 0.00 0.00 0.00
Reported net profit -2.11 -3.08 -4.24 -0.92 -5.22
Tot normalised items -1.53 -0.94 0.00 0.00 0.00
Normalised EBITDA -0.53 -2.02 -3.28 1.94 7.46
Normalised EBIT -0.58 -2.14 -4.24 -0.92 -5.22
Normalised PTP -0.58 -2.14 -4.24 -0.92 -5.22
Normalised net profit -0.58 -2.14 -4.24 -0.92 -5.22
Source: Company data, ABN AMRO Morgans forecasts year to Jun
Balance sheet

A$m FYO3A FY04A FYO5F FYO6F FYOZ7F
Cash & market secs (1) 1.67 0.77 19.0 5.94 13.4
Other current assets 9.42 15.4 15.4 15.4 15.4
Tangible fixed assets 0.24 0.23 12.8 44.9 832.2
Intang assets (incl gw) 0.00 6.30 6.30 6.30 6.30
Oth non-curr assets 7.12 19.6 19.6 19.6 19.6
Total assets 18.5 42.3 73.1 92.1 886.9
Short term debt (2) 0.00 0.50 0.50 0.50 0.50
Trade & oth current liab 4.21 2.85 2.85 2.85 2.85
Long term debt (3) 0.00 0.00 0.00 20.0 120.0
Oth non-current liab 0.00 0.00 0.00 0.00 0.00
Total liabilities 4.21 3.35 3.35 23.3 123.3
Total equity (incl min) 14.2 38.9 69.7 68.8 763.6
Total liab & sh equity 18.5 42.3 73.1 92.1 886.9
Net debt (2+3-1) -1.67 -0.27 -18.5 14.6 107.1
Source: Company data, ABN AMRO Morgans forecasts year ended Jun
Cash flow statement

A$m FYO3A FY04A FYO5F FYO6F FYOZ7F
EBITDA -0.53 -2.02 -3.28 1.94 7.46
Change in working capital 1.25 2.91 0.00 0.00 0.00
Net interest (pd) / rec -0.36 -0.44 0.00 0.00 0.00
Taxes paid 0.00 0.00 0.00 0.00 0.00
Other oper cash items 2.77 0.15 0.00 0.00 0.00
Cash flow from ops (1) 3.13 0.59 -3.28 1.94 7.46
Capex (2) -6.75 -16.4 -13.5 -35.0 -800.0
Disposals/(acquisitions) 0.00 0.01 0.00 0.00 0.00
Other investing cash flow -8.98 -8.46 0.00 0.00 0.00
Cash flow from invest (3) -15.7 -24.8 -13.5 -35.0 -800.0
Incr / (decr) in equity 14.1 23.3 35.0 0.00 700.0
Incr / (decr) in debt 0.00 0.00 0.00 20.0 100.0
Ordinary dividend paid 0.00 0.00 0.00 0.00 0.00
Preferred dividends (4) n/a n/a n/a n/a n/a
Other financing cash flow 0.00 0.00 0.00 0.00 0.00
Cash flow from fin (5) 14.1 23.3 35.0 20.0 800.0
Forex & disc ops (6) n/a n/a n/a n/a n/a
Inc/(decr) cash (1+3+5+6) 1.53 -0.90 18.2 -13.1 7.46
Equity FCF (1+2+4) -3.62 -15.8 -16.8 -33.1 -792.5

Lines in bold can be derived from the immediately preceding lines.

Source: Company data, ABN AMRO Morgans forecasts
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GEODYNAMICS: PERFORMANCE AND VAL

Standard ratios

Geodynamics

Energy Developments

Pacific Hydro

Performance FYO3A FYO4A FYOSF FYO6F FYO7F FYOSF FYO6F FYO7F FYOS5F FYO6F FYO7F
Sales growth (%) n/a 20.0 n/a n/a 23.5 7.22 24.2 21.9 66.4 56.6 42.0
EBITDA growth (%) n/a 278.6 62.1 n/a 283.5 19.0 20.6 14.5 62.3 86.6 50.4
EBIT growth (%) n/a 269.4 98.5 -78.3 466.0 12.7 16.4 7.92 69.2 83.6 65.3
Normalised EPS growth (%) n/a 54.7 49.7 -78.3 466.0 30.7 26.1 15.6 -0.09 10.9 24.2
EBITDA margin (%) -16.7 -52.6 0.00 14.4 44.7 66.0 64.1 60.2 60.3 71.8 76.1
EBIT margin (%) -18.1 -55.6 0.00 -6.83 -31.3 37.9 35.5 31.5 41.7 48.9 57.0
Net profit margin (%) -18.1 -55.6 0.00 -6.83 -31.3 18.7 19.0 18.1 61.6 45.4 41.1
Return on avg assets (%) 0.00 -7.03 -7.35 -1.12 -1.07 5.76 5.89 5.55 6.72 6.65 7.50
Return on avg equity (%) 0.00 -8.03 -7.80 -1.33 -1.25 8.05 9.43 10.0 10.7 10.1 11.2
ROIC (%) n/a -17.0 -11.0 -1.80 -6.26 6.77 8.16 6.43 4.21 4.51 5.34
ROIC - WACC (%) -10.1 -27.1 -21.1 -11.9 -16.4 -1.75 -0.35 -2.09 -2.39 -2.09 -1.27
year to Jun year to Jun year to Jun
Valuation
EV/sales (x) 47.0 39.6 n/a 12.4 15.6 4.79 4.81 4.12 18.8 14.4 10.4
EV/EBITDA (x) n/m n/m n/m 857 34.8 7.26 7.50 6.84 31.3 20.1 13.7
EV/EBITDA @ tgt price (x) n/m n/m n/m 143.0 49.7 8.13 8.23 7.47 31.4 20.2 13.7
EV/EBIT (x) n/m n/m n/m n/m n/m 12.6 13.5 13.1 45.2 29.5 18.3
EV/invested capital (x) 12.0 393 2.61 2.00 0.30 1.27 1.15 1.08 1.59 1.36 1.26
Price/book value (x) 3.77 3.29 2.44 247 0.22 1.54 1.42 1.30 2.14 1.93 1.73
Normalised PE (x) n/m n/m n/m n/m n/m 19.7 15.7 13.5 22.3 20.1 16.2
Norm PE @tgt price (x) n/m n/m n/m n/m n/m 22.8 18.1 15.7 22.5 20.3 16.3
Dividend yield (%) n/a n/a n/a n/a n/a 0.81 0.81 0.81 0.99 0.99 0.99
Dividend Franking (%) n/a n/a n/a n/a n/a n/a n/a n/a 0.00 0.00 0.00
year to Jun year to Jun year to Jun
Per share data FYO3A FYO4A FYOSF FYO6F FYO7F Solvency FYO3A FYO4A FYOS5F FYO6F FYO7F
Tot adj dil sh, ave (m) 30.0 71.7 95.0 95.0 095.0 Net debt to equity (%) -11.7 -0.70 -26.5 21.2 14.0
Reported EPS (c) -7.03 -4.29 -4.46 -0.97 -5.49 Net debt to tot ass (%) -9.06 -0.65 -25.3 15.8 12.1
Normalised EPS (c) -1.93 -2,98 -4.46 -0.97 -5.49 Net debt to EBITDA 3.13 0.14 5.64 7.49 144
Dividend per share (c) n/a n/a n/a n/a n/a Current ratio (x) 2.64 4.84 10.3 6.38 8.61
Equity FCF per share (c) -12.1 -22.0 -17.7 -34.8 -833.9 Operating CF int cov (x) 9.69 2.33 0.00 0.00 0.00
Book value per sh (c) 47.5 543 733 72.4 803.4 Dividend cover (x) 0.00 0.00 0.00 0.00 0.00
year to Jun year to Jun
Source: Company data, ABN AMRO Morgans forecasts
FAEH&MHU.'\';-:;_-,;-_ GEODYNAMICS 26 MAY 2005 7



SOPHIE MITCHELL
CHRIS BROWN
FIONA BUCHANAN
MICHAEL KNOX
ROGER LEANING
GRANT McCASKER

RESEARCH TEAM

Director, Head of Research

Senior Analyst

Analyst

Director of Strategy & Chief Economist
Analyst

Analyst - Fixed Interest

AMANDA MILLER
BELINDA MOORE
JOHN MOORHEAD
SCOTT POWER
TANYA SOLOMON
REBECCA SULLIVAN

Senior Analyst
Analyst

Trainee Analyst
Senior Analyst
Analyst

Retail Strategist

ABN AMRO MORGANS OFFICES

BRISBANE (07) 3334 4888 COFFS HARBOUR (02) 6651 5700
BRISBANE INVESTOR CENTRE (07) 3334 4888 HURSTVILLE (02) 9570 5755
BUNDABERG (07) 4153 1050 MERIMBULA (02) 6495 2869
BURLEIGH HEADS (07) 5520 8788 NEUTRAL BAY (02) 8969 7500
CAIRNS (07) 4052 9222 NEWCASTLE (02) 4926 4044
CALOUNDRA (07) 5491 5422 NEWPORT (02) 9997 3232
CAPALABA (07) 3245 5466 ORANGE (02) 6361 9166
CHERMSIDE (07) 3350 9000 PARRAMATTA (02) 9615 4500
EMERALD (07) 4988 2777 PORT MACQUARIE (02) 6583 1735
GLADSTONE (07) 4972 5599 SCONE (02) 6545 9811
GOLD COAST (07) 5592 5777 WOLLONGONG (02) 4227 3022
HERVEY BAY (07) 4128 2288 MELBOURNE (03) 9947 4111
IPSWICH (07) 3202 3995 BERWICK (03) 9796 2676
MACKAY (07) 4957 3033 BRIGHTON (03) 9592 4555
NOOSA (07) 5449 9511 CAMBERWELL (03) 9813 2945
ROCKHAMPTON (07) 4922 5855 GEELONG (03) 5222 5128
SUNSHINE COAST (07) 5479 2757 TRARALGON (03) 5176 6055
TOOWOOMBA (07) 4639 1277 CANBERRA (02) 6232 4999
TOWNSVILLE (07) 4771 4577 ADELAIDE (08) 8464 5000
UNDERWOOD (07) 3841 4011 PERTH (08) 9261 0888
SYDNEY (02) 8259 6400 BUNBURY (08) 9791 9188
ARMIDALE (02) 6772 1288 DARWIN (08) 8981 9555
BALLINA (02) 6686 4144 HOBART (03) 6236 9000
CHATSWOOD (02) 9411 8988

DISCLAIMER - ABN AMRO MORGANS LTD
This report was prepared as a private communication to clients and was not intended for public circulation or publication or for the use of any third party, without
the approval of ABN AMRO Morgans Ltd ("ABN AMRO Morgans”). While this report is based on information from sources which ABN AMRO Morgans considers
reliable, its accuracy and completeness cannot be guaranteed. Any opinions expressed reflect ABN AMRO Morgans judgment at this date and are subject to
change. ABN AMRO Morgans has no obligation to provide revised assessments in the event of changed circumstances. ABN AMRO Morgans, its directors and
employees do not accept any liability for the results of any actions taken or not taken on the basis of information in this report, or for any negligent misstatements,
errors or omissions. This report is made without consideration of any specific client’s investment objectives, financial situation or needs. Those acting upon such
information without first consulting one of ABN AMRO Morgans investment advisors do so entirely at their own risk. It is recommended that any persons who wish
to act upon this report consult with an ABN AMRO Morgans investment advisor before doing so. This report does not constitute an offer or invitation to purchase
any securities and should not be relied upon in connection with any contract or commitment whatsoever.

DISCLOSURE OF INTEREST
ABN AMRO Morgans and/or its affiliated companies may make markets in the securities discussed. Further, ABN AMRO Morgans and/or its affiliated companies
and/or their employees from time to time may hold shares, options, rights and/or warrants on any issue included in this report and may, as principal or agent, sell
such securities. ABN AMRO Morgans affiliates may have acted as manager or co-manager of a public offering of any such securities in the past three years. ABN
AMRO Morgans affiliates may provide or have provided banking services or corporate finance to the companies referred to in the report. The knowledge of
affiliates concerning such services may not be reflected in this report.

The Directors of ABN AMRO Morgans advise that they and persons associated with them may have an interest in the above securities and that they may earn
brokerage, commissions, fees and other benefits and advantages, whether pecuniary or not and whether direct or indirect, in connection with the making of a
recommendation or a dealing by a client in these securities, and which may reasonably be expected to be capable of having an influence in the making of any
recommendation, and that some or all of our Proper Authority holders may be remunerated wholly or partly by way of commission.

RECOMMENDATION STRUCTURE

For stocks which do not fit neatly into a sector paradigm, we show a target price and an absolute recommendation based on the implied upside/downside. A
Buy/Sell requires upside/downside of 15% or more; an Add/Reduce requires upside/downside of between 5% and 15%; a Hold implies less than 5%
upside/downside. Given the volatility of share prices and our predisposition not to change recommendations frequently, these performance parameters should be
interpreted flexibly. Performance in this context only reflects capital appreciation and the horizon is 6 to 12 months.

The target price is the level the stock should currently trade at if the market accepted the analyst's view of the stock, provided that the necessary catalysts are in
place to effect this change in perception within the performance horizon. In this way, therefore, the target price abstracts from the need to take a view on the
market or sector. If it is felt that the catalysts are not fully in place to effect a re-rating of the stock to its warranted value the target price will differ from 'fair'
value.

For large-cap stocks where there is a clearly defined, broadly-based sector universe our primary recommendation is relative to the sector universe.

Each stock has been assigned a Volatility Rating to assist in assessing the risk of the security. The rating measures the volatility of the security's daily closing price
data over the previous year relative to other stocks included in either the S&P/ASX200 Index (large caps) or the Small Ordinaries Index (small caps) of which it is a
member. This rating is a quantitative (objective) measure provided as an additional resource and is independent of the qualitative research process undertaken by
our research analysts.

A rating of Low indicates very little movement in price over the previous year (Coefficient of Variation < 4 for small caps or < 5 for large caps). A Moderate rating
implies average price movement over the previous year (Coefficient of Variation of 9 - 21 for small caps or 7.25 - 15 for large caps). A High rating implies
significant price movement over the past year (Coefficient of Variation greater than 25 for small caps or 35 for large caps).

REGULATORY DISCLOSURES

Subject companies: GDY.AX
Mentioned companies: GDY.AX, ENE.AX, PHY.AX
ABN AMRO Morgans acted as Lead Manager to the placement of ordinary shares by Geodynamics Limited in March 2004 and received fees in this regard. ABN AMRO
Morgans was Lead Manager to the placement of ordinary shares by Geodynamics Limited in November 2004 and received fees in this regard.: GDY.AX
All disclosures made herein refer to ABN AMRO and its affiliates, including ABN AMRO Incorporated, which is regulated in the United States by the NYSE, NASD and
SIPC.
PRIVACY
Personal information held by ABN AMRO Morgans Ltd may have been used to enable you to receive this publication. If you do not wish your personal information to

be used for this purpose in the future please advise us, including your account details to your local ABN AMRO Morgans Ltd office or to Reply Paid 202, GPO Box
202 Brisbane QId 4001.

GEODYNAMICS 26 MAY 2005

F ABN AMAD Mo



