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KINA PETROLEUM LIMITED - ANNUAL REPORT FOR THE YEAR ENDED 31 DECEMBER 2014

DIRECTORS’ REPORT

The Directors present their report on the Company and its controlled entities for the year ended 31 December
2014,

DIRECTORS
The names of Directors in office at any time during or since the end of the year are:
John Prendiville - Non Executive Chairman, Resigned 6 November 2014

John is a graduate of the Royal Military College, Duntroon. He has a BSc {Hons) and MBA.. John was a
chairman of Macquarie Capital Advisors, based in Sydney, and was head of the global resource group for
Macquarie. John was with Macquarie for 20 years and was instrumental in some of the largest and most
complex takeovers, financings and transactions in Australic and offshore. Over the last 8 years, he built their
resource team from ene primarily focused in Australia to one of the largest and most profitable teams globally
In mining and metals and, more importantly, the oil and gas space globally, from Houston to Calgary, London,
Africa, Asia and Australia.

Richard Robinson, Non-Execulive Director, Appolnted Chalrman 6 November 2014

Appointed 13 December 2013 Richard has 35 years industry experience, including 25 years in Papuga New
Guinea. His experience encompasses the management of both project developments and upstream
operations and includes periods with a variety of contractors and Operators including BxxonMobil, BP and Qil
Search,

He retired from Qil Search in early 2013 after more than 10 years employment with the company, the last three
as Executive General Manager - Operations, where he was responsible for all of Qil Search's PNG production
and associated driling operations.

Mr Richard Schroder - Managing Director

Richard Schroder has a Bachelor of Science degree, majoring in Geophysics, from the University of Sydney. He
is experienced in Australian and interational oll and gas exploration commencing with Conoce in the North
Seain 1975,

Richard's 30 years of experience extends to both UK and Norwegian sectors of the North Seq, Africa,
Indonesia, PNG, NZ and onshore and offshore Australia. Richard has 20 years of experience as an operator in
the lowland and highland jungles of PNG and has managed junior companies such as Sydney Qil Company
as well as majors such as Santos in the capacity of Exploration Manager, South East Asia.

richard has driled 11 wells in PNG and Papua Province Indonesia, resulfing in 1 commercial oil field, and 3
other oil and or gas intersections, and helped pioneer the boutique seismic technology which was responsible
for considerable savings and driling success.

Dr lla Temu, Non-Execulive Director

lla achieved a distinguished career with the University of Papua New Guinea, the National Research Institution,
the Australian National University and the University of California, Davis USA, where he was awarded his PRD.
llo entered the private sector in 1996 when he was appointed Managing Director, Mineral Resources
Company and during 2000 he accepted the appointment as General Manager, Government Relations,
Placer Niugini Ltd. llais President, PNG Chamber of Mines and Petroleum, Director Corporate Affairs, Australia
Pacific, for Barick PNG, Non-Executive Director Bank South Pacific Limited, Chairman of PNG Porls
Corporation, Director Bank of South Pacific Capital Port Moresby and Council Member, Divine Word University.



KINA PETROLEUM LIMITED - ANNUAL REPORT FOR THE YEAR ENDED 31 DECEMBER 2014

DIRECTORS’ REPORT

Bamry Tan, Non-Execulive Director

Appointed 1¢t March, 2009 on the formation of Kina Petroleum Limited as the Executive Director, Barry Tanis o
naturdlised citizen of Papua New Guinea and has spent over 35 years in Papua New Guinea developing and
operating various businesses in Popua New Guinea. Bamy is currently Chairman of TST Trading, Chairman of
the TST Group of Companies that span property development and running supermarket franchises in PNG and
diso diversified industry through Starland Freezers, Tanpac and Kokoda Tailoring.

Barry brings to the Company a wealth of knowledge in understanding the culture of PNG and the most
efficient way to run the business. Barry also has a strong network of interpersonal relationships in commerce in
PNG through his various associations.

David Vance, Non-Executive Director, Appointed é November 2014

David is a corporate and project finance attomey and CFA charterholder with over 25 years of experience in
Asia and the US. As a partner in private practice with two maijor US law firms, Mr. Vance represented some of
the world's largest infrastructure and financial institutions in complex, first-of-its-kind transactions, including
numerous "Deals of the Year" for Asia, and was recognized as a leading lawyer for project finance in Japan by
an indusfry publication. He also advised many small and medium size enterprises in a wide range of corporate
and financial matters.

Mr. Vance moved in-house to InterQil Corporation and, more recently, Asian Oil & Gas Pte Ltd., an affiiate of
PIE Holdings, LP, to focus on upstream oil and gas matters in PNG and other countries. Mr. Vance received an
A.B. from Stanford University and his J.D., with honours, from the University of Texas School of Law. He lives in
Singapore

COMPANY SECRETARY

The Company Secretary as at the end of the financial year and at the date of this report is:

Peter Inpey, Company Secretary

Mr Peter Impey is a Certified Pracfising Accountant and a full member of The Chartered Institute of Secretaries
& Administrators. He holds a Bachelor of Business degree, majoring in Accounting from the University of
Southern Queensland and a Graduate Diploma in Fraud Investigation from the Charles Sturt University in NSW.
Peter has worked in an accounting environment for over thirty years, and has worked in a Public Accounting
Practice in Papua New Guinea for twelve of the last fifteen years involving preparation of accounts, taxation
matters and secretarial responsibilities for companies utilising the registered office.

PRINCIPAL ACTIVITIES

The principal activities of the consolidated group are to pursue, acquire and develop energy related assets in
Papua New Guinea and overseaqs.

OPERATING RESULTS

The net loss of the consolidated group after income tax for the year was US$3,259,818 (2013: US$3,233,747).

DIVIDENDS

No dividends have been paid or declared by the consolidated group since the beginning of the year,
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FINANCIAL POSITION

The net assets of the consclidated group at 31 December 2014 were US$38,834,218 (2013: US$27,010,211). At
31 December 2014 the Company had a cash balance of US$15,416,903 (2013: US$4,411,591).

STATE OF AFFAIRS

Other than matters detailed in the Review of Operations and Likely Developments, there were no significant
changes in the state of affairs of the consolidated group.
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REVIEW OF OPERATIONS AND LIKELY DEVELOPMENTS
Background

Kina Petroleum Ltd {"Kina”, “KPL" or “the Company”) was formed in 2009 to participate in the exploration and
acquisition of ol and gas assets in PNG. From 2010 through to the end of 2012, the Company undertook a high
level of commercial and exploration activity including entry into farm-in agreements in respect of PPLs 338 &
339, acquisition of seismic surveys, and the successful appraisol of the Elevala and Ketu Gas Condensate Fields
in PRL 21. The Company funded these activities through an Inifial Public Offering of its securities in late 2011 on
both the Australian Stock Exchange (“ASX") and the Port Moresby Stock Exchange [“PomSox”), coupled with
a further placement of shares and exercise of options in the second haif of 2012. In 2013 the Company
materially complemented the preceeding years' activities with, among other things, the successful driling and
testing of the Tingu well in PRL 21, the farmout of interests in PPL 337 and PPL 437 licences to Heritage Qi
Limited and the commencement of aerogravity surveys in the Western Province licences.

in 2014, the Company built upon these solid foundations vig:

»  Subscription by Mr Phil Mulacek’s PIE Holdings LLP for 19.99% of the share capital of the Company,
providing enhanced certainty of funding for pre-development and other activity.

* Lodgement with the Government of PNG of Petroleum Development Licence and Pipeline Licence
applications for the proposed PRL 21 liquids shipping development.

= Completion of a 102km seismic program over the Elevala/Ketu/Tingu fields in PRL 21 to support
planning of well locations for the proposed liquids stripping development.

¢ Completion of an aerogravity survey over PPLs 435 & 436 of aimost 12,500 km in preparation for
farmout and seismic program delineation.

* Completion of a 10é6km seismic acquisition program in PPL 437 aimed at delineating the Malisa South
lead as a drillaible prospect.

»  Acquisifion of an additional 7.5% participating interest in PPL 437 upon the withdrawl of Cott Gil and
Gas Limited from the licence.

» Commencement of preparatory drilling activity in PPL 337 ahead of a planned spud of two wells in the
first half of 2015

¢ Confirmation of the Company holding a 100% interest in the PPL 338 licence which is believed to
contain an extension of the Triceratops field. PPL 338 is in the same play fairway as, and in close
proximity to, the Elk/Antelope discovery. The licence also borders the acreage in which the Triceratops
field was discovered.

Existing Projects

The Company's exploration and development projects as af the date of this Annual Report are set out below.
These assets are considered to be prospective oll and gas and work programmes have been developed.

License Prospect Ownership Operator

PPL 337 Banam/Kwila Kina 90% (with Heritage having the Kina, subject to farmin
abiity to eam a futher 60% arrangements with Heritage Oil
participating interest, in addition to their Lid.
existing 10% participating interest, via
funding the drilling of two wells).

PPL 338 Triceratops Kina 100%. Kina
Extension / Iviri
South
PPL 33% Wulai Kina 100% [with Oil Search (PNG) Ltd King, subject to farmin

having the cability to eam a 70% amangments with Oll Search Lid.
participating interest through funding
seismic  and diling exploration

expenditure).
PPL 340 In progress Kina 100% King
PPL 435 In progress Kina 50% Kina
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PPL 436 In progress Kina 50% Kina

PPL 437 Malisa South Kina 87.5% [with Heritage having the King, subject to farmin
abiity to eam a furtther 50% and arangements with Heritage Oil
operatorship in addition to their existing  Ltd
12.5.% participating interest through
funding Kina's share of a seismic
program and drilling of a well

PRL 21 Elevala/Ketu/ Kina 15% Horizon Qil Lid
Tingu Fields
PRL 38 Pandora Fields  Kina 25% Talisman

Overview of PNG Exploration Actllvifies

The maijority of the Company's tenements are all located within the prospective Papuan Basin of PNG - see
Figure 1. The projects are prospective for oil and gas close to existing or proposed export infrastructure.

-
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Figure 1: Location of Kina Petroleum Prospecting and Retention Licences.

Exploration and Development activities conducted on these projects during the period together with planned
activities are reported in the following sections.

PRL 21 (Kina 15%)

The key activities in PRL 21 during 2014 were:
+ Submission of a petroleum development licence application licence during March;
+ front end engineering and design (FEED) for liquids development;

+ development of contracting processes; and
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s completion of seismic acquisition, to determine optimal development driling locations chead of FID.

Upon completion of these activities, along with environmental and social mapping/landowner assessments,
the joint venture will move towards FID.

The economics of field development and the development plan itself are being reviewed by the Company
and its licence co-owners in light of the current commodity price environment. Nevertheless, the Company
believes the hydrocarbon accumulations in PRL 2 are commerically developable resources and valuable
strategic assets based on the estimated size and the strong interest in commercialisation of Western Province
hydrocarbon resources from both Government and private sectors given the imminent development of gas
resources from the P'nyang field. Economics of any development could be enhanced if combined with
Elevala, Ketu and Stanley which could yield a cumulative quantity of gas in excess of 3 TCF.

Consistent with the Company's desire to move on a path to FID, the focus has been on honing the PRL21 Field
Development Plan (FDOP} models. A combined Elevala and Ketu field static model was built to test various
facies and property distribution scenarios. Routine core analysis and special core analysis programs of the
Tingu-1 well was completed mid-year.

A seismic program (the Tana survey) of 101.9 line km data was acquired across the Elevala and Ketu
structures.  The survey began in September 2014 and was completed by November 2014. The overall
objective of the program was to better define development driling locations via replacement of vintage lines
of poer quality and uncertain location, better definition of fault presence and orientation, provision of stike
line infill, and obtaining additional velocity contral for depth conversion purposes.

Data from the survey have been processed and interpretation is ongoing. Reprocessing of all the existing
seismic data in the licence was also undertaken with the objectives of improving velocity information and
statics reduction

PRL 38 (Kina 25%)

PRL 38 is located offshore Gulf of Papua and incorporates the Pandora A and B reef gas discoveries. There
are also prospective additions between the A and B reefs and several further undrilled reef structures. Kina
believes this gas resource s significant in size and upside potential will see development either on a stand-
alone basis or as part of an aggregated development with other hyrdocarbons from the Western Province.

Potential development options for this gas include:

»  Floating LNG, assuming a Build, Own, Operate [BOO) approach with the production facility operator
absorbing the majority of the capital component of the development recouped through processing
fees;

» Stand-alone platform development using a jack-up rig fo support liquefaction facilities:
* Aggregation with other offshore discoveries and recent onshore discoveries in Gulf Province:
e Aggregation with Westem Province gas assets.

Other parties in PRL 38 include Talisman {25%), Santos (10%) and Cott Oil and Gas (40%). In the event that any
of these parties desires to reduce its position in PRL 38 because of a change of strategy or otherwise, KPL is well
placed to build its position and influence the development options for PRL 38

PPL 337 (Kina 0%, subject to farmin arrangements with Heritage Qil lid

Activities in PPL 337 throughout 2014 were focussed on driling planning and preparation.

Kina is being carried by Heritage Oil through an uncapped, two-well driling program in PPL 337. In the event
of success at either location, Kina will be carried through a follow-up seismic program to a maximum of 100
line km or US$8m cost. This activity represents the first exploration drilling to be undertaken by Kina outside of
PRL 21. Furthermore, the Rainfree and Kwila wells planned by Heritage represent the first driling activity in the
North New Guinea Basin for over 20 years. Upon completion of the driling and subsequent seismic program
Heritage will earn a 70% interest and operatorship in the licence and Kina's retained equity will be 30%.

Both wells are targeting dry gas and source is considered a low risk, as there are numerous seeps comprising
?9% methane nearby at Banam. Potential offtake partners in and around Madang, include power generation
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for Madang fown s well as the mining operations at Ramu NiCo and Yanderra. Should a large enough
discovery be made, deep water access at Astrolabe Bay could provide a convenient location for an LNG
project

PPL 338 {Kina 100%)

PPL 338 is located at the eastem margin of the East Papuan Basin, near the Hk-Antelope gas discovery.

The Triceratops Updip, Triceratops North and Bobcat Northwest prospects in the north of PPL 338 all result from
the 2014 interpretation of 2013 Tagula seismic data acquired in 2013. An appraisal well {Triceratops-3) s
planned in the adjacent PPL only three km from its boundary with PPL 338. Success at Triceratops-3 could
confirm the Triceratops siructure extends into PPL 338. The most likely case is a reservoir shallower than those
reported at Triceratops-2. KPL is cumently reprocessing Tagula seismic data to high-grade future driling
locations.

In ceniral PPL 338 Kina recognises two leads; Waxbill and Brown Lory, both west of the Raptfor-1 well in the
adjacent PPL. These leads are on the footwall of the Kereru and Era Faults. Puri-1 {1957} flowed 1,610 bopd
from fractured Puri Limestone at 2280m for 9 days before watering out. Although the seismic data quality is too
poor to define whether the Waxbill structures are reefal, it is possible to map a closure af Waxbill, up-dip of the
zone that flowed oil in Puri-1.

in the south of PPL 338 two very large prospects are inferpreted at Mangrove and Nipa. In Late 2014, Kina
undertook reprocessing tests of vintage seismic data. The reprocessed data show significant improvement
over the original. The improved structural resolution of the PSTM data has allowed a better understanding of
growth and thickening of the shoaling facies in the Upper Miocene section. At Mangrove top reservoir may
be as shallow as B00m below surface with vertical closure upwards of 200m.

Nipais a large mapped closure of up to 170 sq km between Mangrove to the north and Uramu gas field to the
south offshore. Kina's current mapping limit of Nipa closure has a vertical relief of up to é90m and top
carbonate at 1140m.

The reservoir depth proposed for Nipa and Mangrove is within the capacity of the rig being used in PPL 337,
and Kina is in discussion with drilling contractors to further evaluate the suitability of driling Nipa and Mangrove
using this type of rig. Both prospects are accessable by river and a barge supported operation is being
evaiuated.

A full appraisal of Mangrove and Nipa awaits completion of seismic reprocessing of vintage data in Q1 2015

PPL 33% {Kina 100% subject to farmin arrahgements with Oll Search (PNG) Lid)

Exploration activity within PPL 339 during 2014 comprised a follow up aqerogravity gradiomefry and
Qerormnagnetic survey over the Bowerbird and Cassowary Leads in the south of the licence. Late in the year, a
follow up 20 line km seismic survey based on the aerogravity data was acquired.

Seismic data acquired over the Upoia bores has been reprocessed and although structure is complex, there is
evidence for basement upiift from the northeast. Interpretation of the seismic shows indications of carbonate
reef development to the north east of Upoia bores which may have grown on older limestanas which have
been mapped out by Kina as the Bowerbird and Cassowary Leads.

Geochemical screening analyses of two seep oils from Upoia-1 and Upoia-2 show biodegradation but the
biomarkers indicate that the Upoia oil seeps may have been generated from clay-rich marine Jurassic or
younger source rocks containing temestrial organic matter,

Bowerbird and Cassowary are along trend from, and south of, the Ek/Antelope Gas field. KPL intends
reprocessing all data in the Bowerbird & Cassowary area to faciitate cormelation with the more
comprehensive data set in PPL 338

Although the ressrvoir depth of Bowerbird and Cassowary is still being evaluated, Kina's view is that both
prospects will be at a depth within the range of a slim-hole rig. Drilling of Bowerbird and Cassowary would form
part of a multi-well simhole program that would incorporate driling in neighbouring PPL 338.
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PPL Kina 100

Activity in PPL 340 during 2014 primarily comprised inferpretation of data from the late 2013 aerogravity and
aeromagnetic survey and combining the PPL 340 data with other gravity and magnetic data sets acquired
through data trading with adjacent operators. Leading from that interpretation, Kina also commenced o
structural and prospect review to define priority targets for seismic acquisition in 2015.

Aerogravity data interpretation confims the architecture of the Kapuri Platform under the coastal pidin and
structurally ahead of the Owen-Stanley uplift. Seismic suggests a reef build up or rollover along the plunging
trend of the uplifted and outcropping Port Moresby Association rocks to the south and an uplifted block east
of QOroi.

Interpretation of the proprietary aerogravity and aeromagnetic survey over PPL 340 has high-graded three
structural leads within PPL 340 - Port Moresby, Rorona Updip and Lizard. Diiling targets in each of these
prospects are at depths of between 500m and 1000m. The Greater Lizard prospect is only 100 km by road from
the capital of Port Moresby and could be tested by a slimhole rig. Ideally, this would be part of a multi-well
program with PPLs 338 & 339,

Until recently Kina believed these structures had only dry gas potential suited for power generation for the Port
Moresby market. However we believe now that the liquids potenfial of northern PPL 340 is considerably
upgraded. Intercil announced it had suspended Wahoo-1 due 1o the intersection of high formation pressures
within the Orubadi mudstone which contained thermogenic hydrocarbons, and Wahoo is located less than
20km from the boundary of PPL 340.

Road access into PPL 340 is good and the temrain is suitable for vibroseis acquisition. Kina is in discussions with
seismic contractors with a view to undertaking a vibroseis or dynamite survey as next phase of a farm out
effort that will resume after completion of the aerogravity and aeromagnetic integration into the seismic
interpretation

PPL 435 (Kina 50%)

An aerogravity and aeromagnetic survey was undertaken over PPLs 435 and 436 between January and June
of 2014. Interpretation of those data was undertaken both discretely and as part of a regional study with other
gravity and magretic data sets acquired through data frading with adjacent operators. Key to the
interpretation has been a comprehensive study of the architecture of the basement undertying the western
and south-western part of the Papuan Basin.

Preliminary interpretation suggests two major zones of structural interest in PPL 435; the Aiambak and Lake
Murray East prospects in PPL 435.

A revised assessment of the licence by Kina recognizes wet gas potential in Late Jurassic to late Cretaceous
reservoirs within the licence away from the Lake Murray High, Aiambak remains a high-graded area forming o
naturgl drainage focus for wet gas from the north and west.

KPL is commencing a mdijor reprocessing program comprising alf of the available vintage seismic data base
over PPL 435. The focus of the reprocessing will be fo confirm stratigraphy and thickness of reservoir sequences
at Alambok and Lake Muray East. Once complete, the combined technical data from the
aerogravity/aeromagnetic Survey and the reprocessed seismic lines will form the basis of a farmout proposal
that will include material seismic acquisition and drilling programs

PPL 434 (Kina 50%)

As noted above, an aerogravity and aeromagnetic survey was undertaken over PPLs 435 and 436 between
January and June of 2014. Interpretation of those data was undertaken both discretely and as part of a
regional study with other gravity and magnetic data sets acquired through data trading with adjacent
operators. Key to the interpretation has been a comprehensive study of the architecture of the basement
underlying the western and south-western part of the Papuan Basin.

Kina recognises oil and wet gas potential in mulfiple reservoirs within PPL 436, A series of fault blocks have been
mapped that could host a large oil resource close to the Fly River and the southern coast line. These traps form
at the basin margin of the Papuan Basin and remain the prefered iead areas.
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The interpreted structures in PPL 436 all target wet gas from multiple reservoir intervals and are large enough to
hast multi-TCF accumulation of gas and hundreds of millions of barrels of ail. Any hydrocarbons in PPL 435 and
436 would be aftractive due to proximity o the Fly River. In the event of a gas discovery these PPLs are well
placed for any future gas aggregation strategy.

The Oriomo area of PPL 436 remains very prospective based on the preliminary interpretation of the
aeromagnetic and aerogravity data. It is a focus for oil from the east being up-dip and on the drainage path
from the Panakawa oil seep. It has mulfiple Jurassic and Early Crefaceous reservoir targets all at depths of
1800m or shallower.

Coincident with activity in PPL 435, KPL will commence a major reprocessing program over PPL 434. As in PPL
435, when complete, the combined technical data from the aerogravity/aeromagnetic Survey and the
reprocessed seismic lines will form the basis of a farmout proposal that will include material seismic acquisition
and drilling programs

PPL 437 (Kina 80%, subject to farmin arrangements with Heritage Oil Lid)

Acquisifion of the 2014 Gosur Seismic Survey was completed in the September quarter. Kina was fully carried
by Heritage through this 2D seismic program and, under the terms of the farm in agreement, wiil be caried
through a subsequent exploration well where Heritage exercise its option to acquire a further 20% equity.
Processing of the Gosur 2014 data was completed in Q4 of 2014,

The Gosur Seismic Survey focussed on enhancing the definifion of the Malisa South Prospect due to its
proximity 1o the proposed PRL 21 Development infrastructure and because of the good qudlity Elevala
Sandstone and Toro Sandstones intersected in Tingu 1.

Testing of the Elevala Sand in PRL 21 has demonstrated the capacity of single wells to flow at nearly 50MMcu
ft/d and in excess of 3,000 bopd, and remains the primary reservoir targetl. Intersection of good shows in a
good qudlity Toro Sandstone at Tingu-1 has elevated the Toro Sandstone as a deeper objective at Malisa
South. Preliminary planning for a Mdlisa South well has commenced, with that well to be drilled in the next 12 —
18 months.

in late 2014 Cott Oil and Gas Limited surendered its 20% holding In PPL 437 in exchange for a waiver from gll
ongoing costs related to that licence. Cott's holding was assumed by Heritage and Kina with 7.5% for Kina
and 12.5% for Heritage. Ministerial approval of the transfer was received in late 2014, subject to entry to the
Register of Ol and Gas interests of the State of PNG. This occumred in February 2015, Pursuant to the farmin
agreement, the Gosur seismic program also triggered Heritage's right to ean a 30% participating interest in
the licence from Kina. Government approval of this is expected in early 2015

Corporate Activity
Project Activity

In November of 2014, the company secured PIE Holdings LP as a comnerstone investor via a private placement
of 61,379,783 shares at 30c. This ralsed approximately $A 17.4m ($US 15.0m) (after fransaction costs) and wil
see the company well positioned to undertake confinued pre development activity in PRL 21 and capitalise
on exploration or growth opportunities as they arise.

The Company remains actively focussed on opportunities for growth and continues to undertake, various
discussions and project evaluation activities in pursuit of this objective.

ENVIRONMENTAL ISSUES

The Company is in material compliance with ali applicable environmental regulations, and there have been
no reports of breaches of environmental regulations in the financial year and at the date of this report
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REMUNERATION REPORT

Details of the nature and amount of remuneration for each Director of the Company and key management
personnel are sef out below.

Remuneration Policy and Practices

The Company's policy for determining the nature and amount of remuneration of Board members and senicr
executives is as follows:

[ Non-Executive Directors

The Board's policy is to remunerate non-executive directors at market rates for comparable companies
for time, commitment and responsibilities. The Board determines payments o its Non-Executive Directors
and will review their remuneration annually.

The maximum aggregate annual remuneration of Non-Executive Directors is subject to approval by the
shareholders in general meeting. The shareholders have determined at a general meeting held on ¢
March 2010 the maximum aggregate remuneration amount to be $350,000 per year. The Directors have
resolved that the fees payable to non-executive directors for all Board activities are $155,000 per year
plus superannuation guarantee contributions of 9% per annum where required by legislation,

fi, Key management personnel

To pursue the Company’s objectives, the Company has assembled a group of Directors which we
believe have extensive experience in the Oil and Gas and finance industries. The Company will recruit
appropriate key executive management personnel commensurate with the Company’s growth in
activity, The remuneration structure for key executive management, including Executive Directors will be
based on a number of factors, including qudlifications, particular experience, general past
performance of the individual concerned, overall performance of the Company and general human
resources market pricing. There is no predetermined equity compensation element within the
remuneration structure or predetermined performance conditions to be satisfied. However, ad-hoc
grants of equity compensation {through issuance of stock options) have previously been made to key
management personnel.

Company performance and director and executive remuneration

The aim of the Company's remuneration policy is to achieve goal congruence between the Company’s
sharehoiders, directors and executives.

Director Options

There were no Director Options outstanding at 31 December 2014 with all such previously issued options
having been exercised in 2013.

Executive Opfions

The Company has issued options to its Chief Financial Officer, Mr Alex Mitchell.

The specific terms and conditions of Mr Mitchell's options are as follows:

i. Number of options issued - 1,500,000;

ii. Exercise price — $0.50;

iii. Vesting conditions — the options are divided into 3 equal tranches, each with different vesting conditions as
follows:

(A) Tranche 1 - vesting upon one year anniversary date of employment with the Company (Tranche |
vesting date);

10
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{B) Tranche 2 - vesting upon two year anniversary date of employment with the Company (Trc:nché 2

vesting date);

(C) Tranche 3 - vesfing upon the 30 month anniversary of employrent with the Company {Tranche 3

vesting date);

iv. Expiry date - each tranche of options expires 3 years from the date of issue.

Options had also been issued to the Cornpany’s Chief Geologist, Ms Okaro Yogi, however upon cessation of

her employment with the Company during 2014, those options expired.

Remuneration of Directors and Key Management for the year to 31 December 2014

Shorl-term benefits Post empioyment Share-based paymenis Total
remuneration
Cash represented
salary Short term Super- Termination by options
and fees incenfives annuation benefils Optlons Shares Total and shares
uss uss uUss Us$ uUss$ uss us$ %
2014
Directors
John
Prendivilie 53,488 - 61,310 - - 114,798 =
Richard
Schroder 239,132 = 31,583 - - 270,715 -
Richard
Robinson 44,743 . - : - 19,432 64,175 30
Barry Tan 45,975 - - = 18,048 64,023 28
Dr lla Temu 50,492 - - = = 18,048 68,739 26
David Vance - - - - - 3,068 3,068 100
Total Directors 434,030 - 31,583 461,310 - 58,5%¢ 582,450 10
Key
Management
A Mitchell 180,477 - 14,243 - 32,724 - 229,444 14
Total Key
Management 180,477 - 16,243 - 32,724 - 229,444 14
Total 414,507 - 47,824 41,310 32,724 58,596 811,894 11
Remuneration of Directors and Key Management for the year to 31 December 2013
Short-term benefits Post employment Share-based payments Total
remuneration
Cash represented
salary Short term Super- Termination by options
ondfees Incentives annuafion benefits Options Shares Total and shares
Uss us$ Uss Uss us$ Uss uss %
2013
Directors
John
Prendiville 50,360 - - 17,539 67,899 26
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Richard ,

Schroder 265,078 29,373 - 90,745 385,196 24
Richard

Robinson 687 - - - 1,028 1,715 60
Barry Tan 36,255 - - - 11,693 47,948 24
Dr lla Temu 37,5864 - - 4,491 11,693 53,770 30
Total Directors 389,966 29,373 - 95,236 41,953 556,528 25
Key

Management

A Mitchell 193,400 35,932 17,673 74,660 - 321,665 23
Total Key

Management 193,400 35932 17,673 - 74,660 - 321,665 23
Total 583,366 35,932 47,046 - 169,896 41,953 878,193 24

Directors’ securities holdings

As at the date of fhis report, the relevant inferests of the Directors in the securiti

follows:

For the year to 31 December 2014

Richard Robinson
Richard Schroder
Barry Tan

Dr lla Temu

David Vance

For the year to 31 December 2013

John Prendiville
Richard Schroder
Barry Tan

Dr lla Temu
Richard Robinson

End of audifed Remuneration Report

Number

es of the Company were as

Fully paid ordinary
shares

300,000
15,752,381
17,520,001

510,000

Oplions

34,082,382

Number

Fully paid ordinary
shares

18,088,667
15,752,381
18,010,001

510,000

52,361,049
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SHARE OPTIONS

Number of options over unissued ordinary shares at the date of this report was as follows:

2014

Options exercisable at $0.50 per share on or before 16 December 2015 1,500,000
2013

Options exercisable at $0.50 per share on or before 16 December 2015 1,500,000
Options exercisable at K1.10 per share on or before 3 May 2016 400,000
MEETINGS OF DIRECTORS

Attendances by each director to meetings of directors (including committee of directors) during the year to
31December 2014 were as follows:

Board Meetings Audit Committee Meetings
Number eligible Number Number ellgible Number
to aftend attended to aftend attended
2014
John Prendiviiie 9 7 2 2
Richard Schroder 10 9 -
Bamy Tan 10 9 2 2
Drlla Temu 10 8 2 2
Richard Robinson 10 9 =
David Vance | 1 -
2013
John Prendivile 8 8 2 2
Richard Schroder 8 8 :
Barry Tan 8 7 2 2
Dr lla Temu 8 8 2 2
1 1

Richard Robinson

During the year, some Board business was affected by execution of circulated resolutions.

INDEMNIFYING OFFICERS OR AUDITORS

During the year the Company paid a premium of USD equivalent $26,783 (2013: $17.875} in respect of o
contract insuring the Directors and officers of the Company against a liability incurred by such Directors and
officers. The Company has not otherwise, during or since the end of the year, indemnified or agreed to
indemnify the auditor of the Company, or of any related body corporate, against a liability incurred by such
auditor.

PROCEEDINGS

No person has applied for leave of Court to bring proceedings on behalf of the Company or intervene in any
proceedings to which the Company is a party for the purpose of taking responsibility on behalf of the
Company for all or any part of those proceedings. The Company was not a party to any such proceedings
during the year.
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MATTERS SUBSEQUENT TO THE END OF THE FINANCIAL YEAR

There have been no material events subsequent to yearend.

NON-AUDIT SERVICES

The Board of Directors is satisfied that the provision of non-audit services by the auditor during the year is
compatible with the generai standard of independence for auditors and do not compromise the general
principles relating to auditorindependence.

Details of the amounts paid or payable to the auditors {PriceWaterhouseCoopers) for audit and non-audit
services provided during the year are set out in Note 5.

Signed in accordance with a resolution of the Board of Directors.

AU

Mr Richard Schroder
Managing Director

Dated this 26th day of March 2015
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CORPORATE GOVERNANCE STATEMENT

The Company has adopted a comprehensive system of confrol and accountability as the basis for the adminisiration of
corporate governance.

The Board Is responsible to Shareholders for the overall management of the Company's business and affairs. The: Directors’
overniding objective is fo increase Shareholder value within an appropriate framework, which protects the rights and
interests of Shareholders and ensures the Company is properly managed.

The Company's corporate governance principles and policies are structured with reference to the ASX Corporate
Governance Council's Corporate Governance Principles and Recommendations (2nd edition) with 2010 Amendments
(“Principles and Recommendations”), which are as follows:

Recommendation 1
Recommendation 2
Recommendation 3
Recommendation 4
Recommendation 5
Recommendation é
Recommendation 7
Recommendation 8

Lay solid foundafions for management and oversight;
Structure the Board to add value;
Promote efhical and responsible decision making;

Safeguard integrity in fi

nancial reporting;

Make timely and balanced disclosures;

Respect the rights of sh
Recognise and manag

areholders;
e risk;

Remunerate fairly and responsibly;

There is no prescriptive, legislative approach but instead, ASX listed companies are reguired to explain why they choose to
depart from the Principles and Recommendations. The following policies and procedures have been implemented and are

avallable in full on the Company website at www kingpetroleum.com:

Code of Conduct;
Board Charter;

Nomination and Remuneration Committee Charter;
Continuous Disclosure Policy and Communication Strategy:
Audit and Risk Management Committee Charter;

Share Trading Policy and
Diversity Policy

In accordance with recommendations of the ASX, information published on the Company's web site includes charters of
the Board and ifs subcommittees, codes of conduct and other policies and procedures relating to the Board and its
responsibilities.

To the extent thai they are relevant to the organisafion, the Company has adopted the eight Corporate Governance
Principies and Recommendations.

The table below summarises the eight principles and recommendations {P&R) and those recommendations not adopted by

the Company.

ASX If not, ASX If not,
vRecw:vowmmendcﬁon (. ) v | Recommendaﬁoﬁ 4.3 v
Recommendafon12 s | Recommendation 4.4  na  nia
Recomm P n/a Recommendation 5.1 - A A,,
Rocommendafion21 See e | Recommendotonsz e e
Recommendation22 v | Recommendafionsl e T
“Recommendation23 | Recommendation 6.2 e Twa
Recommendafon24 U |Recommendatonzi v
Recommendation2s .| Recommendafonzz .
Recc;mmendoﬂon 2.6 o h]a nlo Recorﬁrﬁéndaﬁon 7.3 o vm )
Recommendation 3.1 - v Recormmendation 7.42 ) nla njfa
Recommendation 3.2 S ‘ v Recormmendation 81 ) v
Recommendation33 v | Recommendations2 T T
“Iiec.{)m;nendcﬂq’n 34 ' v Recommeﬁ[ﬂc:ﬁon 833 n/a ) "ﬁ;o )
Recommendoﬁbn 3.5 nfa n/a
“-Recommendcﬁon 4.1 v B
Recommendatfion 42 v | - _ -
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Notes

1 Indicates where the Company has followed the Principles and Recommendations.

2 Indicates where the Company has provided *if not, why not" disclosure.

3 Indicates an information based recommendation. Information based recommendations are not adopted or

reported against using "if not, why not" disclosure - information required is efther provided or it is not.

Principle 1 - Lay solid foundations for management and oversight

Recommenddtion 1.1: Companies should establi