The need to transition to New Energy is well accepted, albeit the speed
and the actual path taken remains less certain. That said, the transition
is not a flick of a switch, where traditional energy sources are turned
off and New Energy takes over. New Energy technologies need time
and continuous development to ensure grid stability and for energy
supply to be able to meet energy demand when it is actually required.

As this process plays out, there is an acknowledgement that traditional oil and gas James Nguyen,
resources need to continue to be developed, albeit with a sharp focus on Portfolio Manager
minimising and mitigating excess emissions from extraction to use. In this note,

we review the role of the US shale industry in the energy transition, and identify

one Australian company playing a crucial economic and environmental role in the

US shale industry.

The Need for Fossil Fuels?

We have previously written that to limit global warming to 1.50¢, it is apparent that
all Paris-aligned scenarios call for the reduction of hydrocarbon demand. However,
Tyndall's analysis shows that this doesn’'t mean an end to new oil and gas projects.
Scenarios modelled by the Intergovernmental Panel on Climate Change (IPCC)
and the International Energy Agency (IEA) forecast a total decline in oil
consumption of between c17-89% by 2050 (from 2019 levels). Notably, natural field
decline (8%pa as estimated by the IEA assuming no new capital is invested) would
result in a reduction in supply from existing oil fields of 92% by 2050 - a larger
decline than even the most aggressive forecasts of decline in consumption.

The most obvious conclusion from the studies is that there is an ongoing need for
further investment in new oil projects to meet expected demand. More nuanced
however, is that the studies suggest this new oil supply should be “short cycle” or
via projects that are smaller and more flexible. This is because short cycle projects
can manage the different demand scenario outcomes, and minimise the risk of an
earlier-than-expected adoption of alternative sources of energy. Furthermore, the
need for short cycle supply reduces the risk of becoming a stranded asset under
the most onerous carbon price outlooks.

This need for more short cycle fossil fuels bodes well for the US shale industry,
where the development of infrastructure for extraction is extremely short cycle
compared to more conventional means.

The key issue with unconventional oil such as shale is that, excluding the initial
capital expenditure, it is more resource-intensive to extract — both in terms of
energy and cost — compared to conventional methods. In addition, the
environmental impact is also greater, as techniques such as fracking have raised
concerns about water usage, chemical contamination, and induced seismic
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activity. The reason it is more resource intensive to extract is because, unlike the
porous and permeable reservoirs that house conventional oil, unconventional oil is
trapped in formations with low permeability, such as shale, tight sands, or tar
sands. This means the land needs to be “fractured” or cracked, and then water,
chemicals and sand needs to be blasted into the cracks to pressure the oil to the
surface. This process raises obvious environmental concerns given the footprint it
leaves behind.

So, while unconventional oil like shale can play a key role in the energy transition
given the short cycle nature, the negative environmental footprint may negate the
advantages this method brings.

Enter SciDev

SciDev is a small listed Australian chemicals and water technology company with
IP that helps heavy industries reduce their environmental footprint. In late
September 2025, | was fortunate enough to spend the day in the Eagle Ford Shale
oil fields with Chris Dartez, SciDeVv's VP of North America. We visited a number of
SciDev's customer well sites, getting first-hand experience of the SciDev products
in action. The insights gained from my trip were invaluable, and more than made
up for the two flights, three-hour drive, and 24 hours total travel it took to get there
from Sydney!
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While SciDev has a range of proprietary chemistries and technologies (e.g. PEAS
treatment plants), it is SciDeVv's CatCheck product line that is playing a crucial role
in the US shale industry. CatCheck is an enhanced oil recovery surfactants
designed to optimise production in unconventional oil and gas reservoirs. In
addition to increasing oil recovery, the product also controls clay swelling and fines
migration during operations, delivering increased production rates and improved
efficiency throughout the life of the well. CatCheck also retains cations within the
formation, reducing interfacial tension, and minimising fines migration. These
properties drive oil flow through the proppant pack, while simultaneously
reducing unwanted water production.

Put more simply, CatCheck reduces the friction and efficiency in the fracking
extraction process that involves pumping water, sand and chemicals into a deep
drilled well. The reduced friction and efficiency means: (1) more oil can be extracted
— studies have shown 42% more barrels of oil equivalent in the first 12 months of
usage; (2) the life of the oil well lasts longer; and (3) lower water usage which
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reduces the well's environmental impact by allowing the well to produce more oil
with less water.

The clear benefits of CatCheck saw this product deliver 46% revenue growth (y/y)
for SciDev in FY25. This growth is even more impressive in the context of a flat US
shale market given weaker oil prices. This strong growth has seen SciDev win c8%
market share within the Eagle Ford Shale area. Equally exciting, SciDev has
recently won a master services agreement in the Permian Basin. The Permian
Basin is the highest producing oil field in the US, four-times the size of Eagle Ford,
and where SciDev currently has less than 1% market share. With its established
operational platform, SciDev appears well-positioned for potential growth.

While the majority of the world wants to reduce the reliance on fossil fuels, even
the most stringent demand forecasts for oil will require exploration and
development to meet 2050 demand targets. Our view is that the required
development projects should focus on shorter cycle projects, which bodes well for
the US shale industry.

We acknowledge that a key concern for shale is the environmental footprint
shale fracking can leave. In portfolio holding SciDev, we believe we have
uncovered a great investment opportunity where its core product helps to
minimise the environmental footprint of the industry. The strong adoption
rate in the Eagle Ford Shale region and the initial uptake in the Permian Basin
provides us with confidence that SciDev is a company that can play a crucial
role in the energy transition for many years to come.

Contact us

If you require further information, please contact
your relevant Business Development Manager.

@ The transition to New Energy is not via a flick of a switch.

Important information:

Yarra Funds Management Limited (ABN 63 005 885 567, AFSL 230 251) (‘YFM') is the issuer and responsible
entity of a range of registered managed investment schemes. YFM is not licensed to provide personal
financial product advice to retail clients. The information provided contains general financial product advice
only. The advice has been prepared without taking into account your personal objectives, financial situation
or particular needs. Therefore, before acting on any advice, you should consider the appropriateness of the
advice in light of your own or your client’s objectives, financial situation or needs. Prior to investing in any of
the Funds, you should obtain and consider the product disclosure statement (‘PDS’) and target market
determination (‘TMD’) for the relevant Fund by contacting our Investor Services team on 1800 034 494 or
from our website at www.yarracm.com/pdsupdates/. The information set out has been prepared in good
faith and while Yarra Funds Management Limited and its related bodies corporate (together, the “Yarra
Capital Management Group”) reasonably believe the information and opinions to be current, accurate, or
reasonably held at the time of publication, to the maximum extent permitted by law, the Yarra Capital
Management Group: (a) makes no warranty as to the content’s accuracy or reliability; and (b) accepts no
liability for any direct or indirect loss or damage arising from any errors, omissions, or information that is not
up to date. No part of this material may, without the Yarra Capital Management Group’s prior written
consent be copied, photocopied, duplicated, adapted, linked to or used to create derivative works in any
form by any means.

YFM manages the Fund and will receive fees as set out in the PDS. To the extent that any content set out in
this document discusses market activity, macroeconomic views, industry or sector trends, such statements
should be construed as general advice only. Any references to specific securities are not intended to be a
recommendation to buy, sell, or hold such securities. Past performance is not an indication of, and does not
guarantee, future performance. Information about the Fund, including the relevant PDS, should not be
construed as an offer to any jurisdiction other than in Australia. With the exception of some Funds that may
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be offered in New Zealand from time to time (as disclosed in the relevant PDS), we will not accept
applications from any person who is not resident in Australia or New Zealand. The Fund is not intended to
be sold to any US Persons as defined in Regulation S of the US federal securities laws and has not been
registered under the U.S. Securities Act of 1933, as amended.

References to indices, benchmarks or other measures of relative market performance over a specified
period of time are provided for your information only and do not imply that the portfolio will achieve similar
results. Holdings may change by the time you receive this report. Future portfolio holdings may not be
profitable. The information should not be deemed representative of future characteristics for the strategy.
There can be no assurance that any targets stated in this document can be achieved. Please be advised
that any targets shown are subject to change at any time and are current as of the date of this document
only. Targets are objectives and should not be construed as providing any assurance or guarantee as to the
results that may be realized in the future from investments in any asset or asset class described herein. If
any of the assumptions used do not prove to be true, results may vary substantially. These targets are being
shown for informational purposes only.

© Yarra Capital Management, 2025.
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