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KINA PETROLEUM LIMITED - ANNUAL REPORT FOR THE YEAR ENDED 31 DECEMBER 2017

DIRECTORS’' REPORT

The Directors present their report on the Company and its controlled entities for the year ended 31 December
2017.

DIRECTORS
The names of Directors in office at any time during or since the end of the year are:
Richard Robinson, formerly Independent Non-Executive Chairman (retired 15 May 2017)

Appointed 13 December 2013, Richard has 40 years industry experience, including 30 years in Papua 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 ExxonMobil, BP and Oil
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 Oil Search’s PNG production
and associated driling operations.

David Vance, Independent Non-Executive Chairman

Appointed to the Board on 6 November 2014, and appointed Chairman on 11 September 2017, David is a
corporate and project finance attorney and CFA charterholder with over 25 years of experience in Asia and
the US. As a partner in private practice with two major 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 industry 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 affiliate 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.

Mr Richard Schroder - Managing Director

Appointed 1 June 2011, Richard Schroder has a Bachelor of Science degree, majoring in Geophysics, from the
University of Sydney. He is experienced in Australian and international oil and gas exploration commencing
with Conoco in the North Sea in 1975.

Richard’s 30+ years of experience extends to both UK and Norwegian sectors of the North Sea, 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 Oil Company
as well as majors such as Santos in the capacity of Exploration Manager, South East Asia.

Richard has drilled 11 wells in PNG and Papua Province Indonesia, resulting 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 drilling success.

Dr lla Temu, Independent Non-Executive Director (interim Chairman from 15 May 2017 to 11 September 2017)

Appointed 1 June 2011, 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 PhD. lla 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. lla is President, PNG Chamber of Mines and Petroleum, Director
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Corporate Affairs, Australia Pacific, for Barrick PNG, Non-Execufive Director Bank South Pacific Limited,
Chairman of PNG Ports Corporation, Director Bank of South Pacific Capital Port Moresby and Council Member,
Divine Word University.

Barry Tan, Non-Executive Director

Appointed 15t March, 2009 on the formation of Kina Petroleum Limited as the Executive Director, Barry Tan is a
naturalised citizen of Papua New Guinea and has spent over 35 years in Papua New Guinea developing and
operating various businesses in Papua New Guinea. Barry is currently Chairman of TST Trading, Chairman of
the TST Group of Companies that span property development and running supermarket franchises in PNG and
also 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 o run the business. Barry also has a strong network of interpersonal relationships in commerce in
PNG through his various associations.

Alain Vinson, Non-Executive Director

Appointed 11 September 2017, Mr Vinson is presently the CEO and President of PIE Operating LLC, in Houston
Texas. He aftended Sam Houston State University in Texas where he attained a Bachelor of Science in Business
Administration, with an emphasis on management. Alain worked for Interoil Corporation in a variety of roles
from 2005 - 2013 where his primary responsibilities included procurement, logistics and project management.
His project management skills saw him assume primary responsibility for the co-ordination of Interail’s field
activities notably the construction of well sites and the execution and delivery of the civil works programs to
support drilling and seismic operations.

COMPANY SECRETARY

The Company Secretary as af the end of the financial year and at the date of this report is Mr Peter Impey.

Mr Peter Impey is a Certified Practising 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
maftters 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 overseas.

OPERATING RESULTS

The net loss of the consolidated group after income tax for the year was US$ 2,668,791 (2016: US$ 2,783,811).

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 consolidated group at 31 December 2017 were US$ 34,556,022 (2016: US$ 32,983,540). At
31 December 2017 the Group had a cash balance of US$ 8,933,365 (2016: US$ 7,145,597).

STATE OF AFFAIRS

Other than maftters 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 oil and gas assets in PNG, and since its float in late 2011, has raised over US$ 48 million with nearly
US$ 2 million cash on hand at the end of 2017. As it has always done, Kina continues to leverage its large
exploration position fo support growth related activity in its licenses. This is despite the two to three year period
preceding the date of this report presenting significant challenges because of a well documented decline in
Oil price, coupled with uncertainty over the timing of extension of licenses which are foundations of our
acreage portfolio.

At the beginning of the year oil prices were still languishing at US$50/bbl and dropped below US$45/bbl at mid
year, but since then have risen steadily and at the end of the year closed at around US$70/bbl. Despite this
recent rebound, the last 3 years of low prices has caused Kina and our industry to cut exploration activities
and costs and to revisit strategies in the very difficult and uncertain conditions that prevail.

Over the last 3 years Kina has cut its costs by reducing manpower, freezing salaries and most importantly
restructured our exploration obligations. But even more importantly, Kina has focused on our discovered
assetfs, addressed their resource size, their cost of development and their viability of development in a
US$50/bbl oil price environment.

In eastern PNG where Kina is the operator and 100% equity holder of its licences, the company has had its
work commitments restructured via extension of PPLs 338 and 340 and the issue of 4 new licences - PPLs 581,
596, 597 and 598. This has been achieved by close and open dialogue with the Department of Petroleum and
Energy in Port Moresby, with Kina keeping the Department abreast of the company’s strategy and goals.

Only in our non-operated licences are we yet to have our work programs restructured, although confirmation
of the extension of PPL 339 is imminent.

In western PNG Kina has built a large exposure to the Fly Platform oil and gas clastic play. PRL 21 is very much
central to Kina's strategy for commercialization of the play. PRL 21 was awarded in 2011 with é successful
intersections of the wet gas reservoir within the licence, 4 of which were drilled by the current joint venture. The
success of the PRL 21 driling campaign from 2011 — 2013 highlighted the potential of the play but rapid
commercidlisation of the play has been hampered by the recent period of low oil prices. This situation is being
addressed by the joint venture.

PRL 21 is not only the lynch-pin of the Fly Platform play - it is fundamental to Kina's future and therefore the
company has been actively considering commercialisation opftions for the licence. The Board and
Management contfinue to work on value maximisation strategies.

As with eastern PNG, the existing work programs for the company’s Western Province exploration licences -
PPLs 435, 436 and 437 - have work programs which are legacies of the US$100/bbl oil price environment. We
continue to work with the DPE to re-calibrate these to the current and near term industry environment.

Kina's infegrated technical work for these Western Province PPLs has highlighted a number of very large oil
targets in Western Province which lead us to apply for APPL 611 to secure tenure over the whole play trend. In
advance of future seismic programs Kina undertook scouting of the proposed work areas in late 2017.
Because the prospects cover a large area, the proposed seismic survey will be of a similar scale. Kina's
screening studies suggest a program of about 420km over the top ranked prospects in PPLs 435,436 and 437
would cost US$26.5million at an average cost of around US$52,000/km if technology currently on offer in PNG
was used. The company views this as unacceptably high based on management’s experience of surveys
carried out previously in the Aramia area of Western Provence, where per kilometre cost of less than
US$20,000/km were achieved. Part of Kina's restructuring of its work program will address current nodal seismic
technology and its applicability o the Fly Platform Play.
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Existing Projects

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

License
PPL 338/581/
596/597/598

PPL 339
PPL 340
PPL 435
PPL 436
PPL 437
PRL 21

PRL 38

Prospect
Triceratops

Extension / lviri

South
Kalangar

In progress

In progress

In progress
Malisa South
Elevala/Tingu
and Ketu Fields
Pandora Fields

Ownership
Kina 100%.

Kina 30%.
Kina 100%
Kina 100%
Kina 100%
Kina 57.5%
Kina 16.75%

Kina 25%

Overview of PNG Exploration Activities

Operator
Kina

QOil Search
Kina

Kina

Kina

Kina

Horizon Qil Ltd

Repsol

The majority of the Company’'s tenements are 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.
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Exploration and Development activities conducted on these projects during the period together with planned
activities are reported in the following sections.

PRL 21 (Kina 16.75%)

Throughout the year the Joint Working Team (with PDL 10) has remained focused on monetising hydrocarbons
from Elevala, Ketu, Stanley (the latter in PDL 10, in which Kina has no infterest) and a number of smaller
discoveries in PPL 235 (Kina has no inferest) via a pipeline to Daru. PRL 21 remains the foundation asset for this
aggregated LNG project and Kina believes the high liquids content of the gas in PRL21 presents a potential
early development opportunity.

Coincident with studies that Kina is undertaking with respect to commercialisation options, the company is in
the process of an independent resource certification exercise for the licence's discovered hydrocarbons. It is
expected that the results of this exercise will be finalised during 2018 and integrated with the economic
evaluation work (which incorporates expected capital costs and infrastructure requirements).

PRL 38 (Kina 25%)

The Pandora gas discovery is located offshore Daru Island and 90 km from the recently successful Pasca A4
well in APDL 14 (Kina has no interest in APDL 14). Pandora will in all likelihood need to be aggregated with
nearby discoveries in the Gulf of Papua in some form of floating LNG project or tied back to an on-shore/near-
shore facility.

With the success of the nearby Pandora A4 well, an aggregated floating LNG project has been elevated in
our thinking as an attractive development option and with Twinza's dominant position in APDL 14 and its 40%
equity in PRL 38 some form of cooperative development of the two fields will be investigated by Kina.

As a precursor to any such considerations Kina has undertaken its own interpretation of the 3D and 2D seismic

and well data in PRL 38 and has identified 3 new prospects and upgraded its knowledge of the field. Kina is
also undertaking a resource certification exercise for its inferest in PRL 38.

PPL 338 (Kina 100%)

The extension of the PPL 338 licence, along with the granting of new licences PPLs 581, 596, 597 and 598, took
place during 2017. The licences lie in the centfre of the Miocene carbonate play between the Elk Anfelope
discovery in the north east and Uramu discovery in the south west. The table below summarises the prospect
and lead inventory and their location.

The PPL 338 Extension contains the Triceratops West, Triceratops North, Mangrove, Nipa and Crocodile
Prospects. All identified prospects require addifional seismic and some gravity control prior to high grading
them to drillable status. Phase 1 of the high grading process has commenced with the company’s
commitment to purchase gravity gradiometry data over the prospects where additional coverage is required.
It is Kina's aim to merge new, existing and open file gravity data to establish a betfter understanding of
structure and the age of potential carbonate build-ups in advance of seismic acquisition.

Prospect Licence  Gravity
Triceratops West PPL 338 yes
Triceratops North PPL 338 yes
Mangrove PPL 338 ho
Nipa PPL 338 no
Crocodile PPL 338 no
Snake PPL 581 no
Snake South PPL 581 no
Waxhill PPL 597 no
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Seismic scouting was undertaken during the year and available technology and costs are now being assessed
for suitability in these licence areas.

Kina has purchased all available open file well and seismic control as part of its effort to map critical sequence
boundaries, timing of fault movements and optimal areas for mid and late Miocene carbonate development.
The integrated gravity gradiometry and seismic data sets will afford better understanding and ranking of the
inventory prior to acquisition of the new seismic acquisition.

The Snake, Snake North and Waxbill Prospects are poorly constrained with 1960s vintage seismic data. The
purchase of the gravity gradiometry data will help rank these for follow up work.

PPL 339 (Kina 30%)

PPL 339 is located in the eastern Papuan Basin, approximately 50km south and east of Antelope. The PPL 339
extension process being managed by licence Operator Oil Search (PNG) Limited has been negotiated and
awaits Ministerial signature.

The forward work program is focused on Eclectus/Kalangar Prospect located in the western portion of PPL 339,
approximately 80km south and along trend from Antelope. It is located on an ancestral high believed to
separate the early mid Miocene Aure Trough with the Plio-Pleistocene foreland basin to the west. Oil and gas
discharge is indicated by numerous seeps to the west of Kalangar which are likely generated by late Tertfiary
loading of the low that separates Kalangar from the Uramu/Nipa gas discoveries further to the west.

The nature and orientation of the possible barrier reef system active during the early to middle Miocene is not
well understood and understanding its genesis and shape is aggravated by poor seismic data quality caused
by multiple tectonic episodes in the Miocene and Plio-Pleistocene.

Gravity gradiometry data acquired several years ago first highlighted the possibility of relatively shallow, high
density bodies but seismic acquisition has been unable to high-grade a driling location. The joint venture
infends to acquire magneto-telluric (MT) data over Kalangar/Eclectus to determine if the shallow high density
bodies exhibit a resistivity signature, which would be supportive of presence of carbonate. Subject to the
results of the MT Survey, further geophysical fieldwork may occur prior to drilling.

This additional delineation work presents a cost exposure to Kina, and in view of the prospect’s risk profile the
Company elected to farm out its equity in the licence tfo limit its financial exposure. In December 2017 Kina
announced it had farmed out 20% of PPL 339 to Santos Ltd. On completion of this fransaction, and subject to
Santos opting to retain its interest in the licence, Kina will retain a 10% participating interest in the licence with
cost exposure to a future Kalangar/Eclectus well covered (up to an agreed amount of costs) by its farmout
arrangement with Oil Search.

PPL 340 (Kina 100%)

PPL 340 is in the eastern Papuan Basin, located northwest of Port Moresby in an area of easy access from Port
Moresby. The extension for PPL 340 was granted in March 2017.

Technical efforts continue to focus on the potential for development of early Miocene reefs located only a
matter of kilometres from the PNGLNG Plant at the Lizard Prospect which is located less than 90 km from
outcrop of reef debiris flows near the plant at Port Moresby.

The seismic evidence for structure and possible carbonate build up at Lizard Prospect is reasonable but
Lizard’s relatively close proximity fo the recently unsuccessful Wahoo-1 well, which intersected mid Miocene
shales at Total Depth, requires further investigation and explanation. Unfortunately there is no direct seismic tie
from the Wahoo well into Lizard and the seismic correlations carried from Wahoo to Lizard are far from clear.

Kina's attention remains focused on Lizard but the structural history and geological explanation for the
presence of a potential reef at Lizard remains unclear. Kina is addressing the technical rationale for the
prospect and a work program to reduce the attendant risks of the prospect.
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With the licence now extended Kina has commenced a farm out effort to cover the cost of the technical
appraisal work.

PPLs 435 and 436 (Kina 100% in both licences)

PPL 435 and 436 are two large licences located in the Western Province, at the southern edge of the Papuan
Foreland on the Fly Platform.

The Fly Platform Play runs from Elevala Ketu in the north to the Fly Delta in the south east with both oil and gas
targets reservoired in Jurassic and early Cretaceous sandstones. The number of reservoir targets increases to
the south but at its southern limit the regional seal, the leru shale is fruncated at the base of the Tertiary
carbonate sequence due to early Tertiary restructuring of the Fly Platform. The loss of seal is responsible for the
prolific Panakawa oil seep which was measured to be flowing at 5 barrels of oil per day af surface in 2006.
Panakawa lies close to and just south of the truncation edge of the leru Shale and the prospects identified in
PPLs 436 are up dip of the early Cretaceous and Jurassic sands intersected in Panakawa-1 drilled by New
Guinea Energy Ltd in 2009 and based on correlations out of Adiba-1 have sealing leru shale present. Clearly
the Fly Platform Play has significant oil potential south of the Panakawa seep.

A number of large structural features are recognized along the southern margin of the Fly Platform and it is
structural closures along the Fly River Fault that Kina is targeting to mature to drillable status.

The closures are poorly controlled by seismic data but appear to be associated with a number of north east
faults that transect the Fly Platform orthogonal to the Fly River Fault. Interestingly, the orientation of the Fly and
Strickland Rivers, and the northern edge of the Fly Delta are confrolled by some of the latter faults. The Sturt
and Crocodile Prospects are large fault bounded targets with potential for multiple pay zones in the early
Cretaceous, late Jurassic and early Jurassic sandstones. Closure for the Sturt and Crocodile Prospects is
created by the intersection of the north easterly North Fly Delta Fault and orthogonally directed north westerly
frending faults the Fly River Fault System. The areas of closure are very large and based on Kina's gravity data
set lie at the culmination of the Fly Platform.

The North Fly Delta Fault strikes to the north east and sets up further sealed structures at the southern end of the
Fly Platform extending east of the PPL 436 licence boundary. Kina has made application for APPL411 to
capture 2 along frend structures to Crocodile; Barramundi and Saratoga Prospects.

The Fly Platform dips to the north west towards the Lake Murray 1 gas discovery. Late Cretaceous and possibly
Tertiary movement on the Fly River Fault has set up the Aiambak and Aiambak South closures up dip of Lake
Murray 1. In fact as presently mapped the early Cretaceous reservoir at Aiambak Prospect could be up dip of
the gas tested in Lake Murray 1 in 1973. The Aiambak and Aiambak South Prospects are not within the fetch
area of the kitchen generating oil at Panakawa and based on the flow of gas from Lake Murray-1 are
considered to be gas prone. However they are broad flat structures and could host a multi-TCF resource
immediately adjacent to the Aiambak Port on the Fly River.

Terrain and access to PPL 435, 436 and APPL 611 are good and seismic exploration costs will be lower than the
very high cosfs (reported to be several hundred thousand dollars per kilometre) to the north of the Fly Platform.
Kina management has experience operating elsewhere in the Fly Platform area and seismic costs for the
Awapa Seismic Survey in the Aramia River catchment were of the order of US$20,000/km.

Kina scouted the PPL 435 and PPL 436 Prospects in October 2017 to determine scoping estimates for a future
Southern Fly Platform Seismic Survey which will form part of Kina's multi-licence farm out effort.

Initial cost estimates using technology currently available in country suggest a range of US$40,000 to
US$45,000/km. The costs are higher than the Aramia area because several of the proposed lines cross the Fly
River and will present logistical challenges. However modern node technology is lighter and removes the need
for any cables. Kina is investigating brands not currently in country that are water proof and may present
further cost savings for the survey.

Alligator remains the largest prospect in Kina's prospect portfolio and if costs can be reduced to levels
achieved by the Aramia Seismic Survey it will form the key opportunity for Kina's proposed Fly Platform Farm
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Out Effort. Kina presented a portfolio of opportunities at the Chamber of Mining and Petroleum Conference
end November, 2017 and has received expressions of interest in the Western Province Play.

PPL 437 (Kina 57.5%)

PPL 437 is located in the Western Province of PNG, immediately north of PRL 21 (Ketu-Elevala) and south of
Hides, Muruk, Juha and P'nyang. In these fields, the primary exploration objectives have traditionally been the
Elevala and Toro Sandstones, sealed by the leru Shale below the Tertiary carbonates that form the primary
objective and the proven hydrocarbon play in PPLs 338, 339 and 340.

PPL 437 is located at the northern margin of the Fly Platform bounded to the north by the Papuan Fold Belt.

Inferpretation of Kina's regional well and seismic data set has highlighted a number of structural and
stratigraphic similarities between PPLs 437, 435 and 436. They are linked by their structural sefting at the margins
of the Fly Platform which itself is anomalous lying at the leading edge of the fold belt, an area of active
present day mountain building.

The Fly Platform is a large structural entity at the northern edge of Australion craton and due to its internal
strength is resisting normal foreland basin development being imposed by Plio-Pleistocene uplift from the north.
As a consequently the Fly Platform has undergone a number of tectonic movements which commenced in
the Albian with uplift of the Australian craton to its south and a number of intermittent movements throughout
the Tertiary which has led to its current structural form.

PPL 437 is at the northern margin of the Fly Platform and the imposed stress and loading are causing present
day migration of oil and gas from the north into PPL 437 and then south to PRL 21.

Multiple reservoirs are recognized in the northern platform area and Kina has invested considerable time
mapping key sequence boundaries across the platform to define reservoir fairways and to determine timing of
structural movements critical to the Fly Platform Petroleum System.

Elevala and Ketu Fields host some of the wettest gas intersected in PNG and contain sufficient liquids to
underpin a standalone project in PRL 21. PPL 437 contains structures analogous to Elevala and Ketu and offer
similar drilling and potential development opportunities to the Elevala and Ketu discoveries

Kina has identified 3 significant prospects: Malisa, Ebony and Mango Prospects which if successful could be
brought on stream quickly in the event the gas has the same wetness characteristics as the fields in PRL21.

Kina has defined a seismic program of 150km over the Mango and Ebony Prospects to mature them to
drillable status. Based on recent experience in PPL 437 cost estimates for the seismic program are estimated to
be US$60,000/km but Kina believes these costs can be significantly reduced using state of the art node
technology.

An electronic data room has been established to assist in the farm out proposal for PPL 437 which was
announced at the PNG Chamber of Mining and Petroleum held in Port Moresby in late Nov 2017.

ENVIRONMENTAL ISSUES

The Company is in material compliance with all 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 set out below.

Remuneration Policy and Practices

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

Non-Executive Directors

The Board’s policy is fo remunerate non-executive directors at market rates for comparable companies
for fime, commitment and responsibilities. The Board determines payments to 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 9
March 2010 the maximum aggregate remuneration amount fo be $350,000 per year. The Directors have
resolved that the cash fees payable to non-executive directors for all Board activities are $185,000 per
year plus, where required, superannuation guarantee contributions of 9% per annum as required by
legislation. Additionally, and subject to shareholder approval, non-executive directors may receive an
annual allocation of ordinary shares in the company. That allocation shall be $A 30,000 ($US 22,998,
2016: $US 21,949) worth for the Chairman and $A 20,000 ($US 15,332, 2016: $US 14,633) for each non-
executive director.

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 qualifications, 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 executive
remuneration sfructure or predetermined performance conditions to be safisfied. However, ad-hoc
grants of equity compensation (through issuance of stock options) have previously been made fo 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
shareholders, directors and executives.

Director and Executive Shares and Options

There were no Director or Executive Options outstanding at 31 December 2017. All previously issued Director
options were exercised in 2013 and all previously issued Executive options had expired by 31 December 2015.
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Remuneration of Directors and Key Management for the year to 31 December 2017

Short-term benefits Post employment Share-based payments Total
remuneration
Cash represented
salary Short term Super- Termination by options
and fees incentives  annuation benefits Options Shares! Total and shares
uss us$ us$ uss uss uss uss %
Directors
Richard
Schroder 206,995 - 23,000 - - - 229,995 -
Richard
Robinson 15,812 - - - - 9,372 25,184 37
Barry Tan 34,499 - - - - 15,201 49,700 31
Dr lla Temu 37,055 - - - - 17,465 54,520 32
David Vance 36,735 - - - - 17,590 54,325 32
Alain Vinson 10,062 - - - - 4,653 14,715 32
Total Directors 341,158 - 23,000 - - 64,281 428,439 15
Key
Management
A Mitchell 180,929 - 16,736 - - 15,101 212,766 7
Total Key
Management 180,929 - 16,736 - - 15,101 212,766
Total 522,087 - 39,736 - - 79,382 641,205 12

1 The annual remuneration of non executive directors has, since 16 May 2013, included an equity component. Issuing of the shares is subject
to shareholder approval at the company’s AGM. The value of the shares shown in this table reflects the value of the shares to which
directors have become entitled between 1 January 2017 and 31 December 2017. The value of the shares has been expensed annually and
reflected in a corresponding increase in reserves.

Remuneration of Directors and Key Management for the year to 31 December 2016

Short-term benefits Post employment Share-based payments Total
remuneration
Cash represented
salary Short term Super- Termination by options
and fees incentives  annuation benefits Options Shares! Total and shares
uss uss uss uss uss uss uss %
Directors
Richard
Schroder 180,623 - 23,856 - - - 204,479 -
Richard
Robinson 34,761 - - - - 21,949 56,710 39
Barry Tan 28,441 - - - - 14,633 43,074 34
Drlla Temu 28,441 - - - - 14,633 43,074 34
David Vance 28,441 - - - - 14,633 43,074 34

Total Directors 300,707 - 23,856 - - 65,848 390,411 17
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Key

Management

A Mitchell 153,173 14,168 - - - 167,341 -
Total Key

Management 153,173 14,168 - - - 167,341 -
Total 453,880 38,024 - - 65,848 557,752 12

Directors’ securities holdings

As at the date of this report, the relevant interests

follows:

Year to 31 December 2017

Richard Robinson
Richard Schroder
Barry Tan

Dr lla Temu

Alain Vinson
David Vance

Year to 31 December 2016

Richard Robinson
Richard Schroder
Barry Tan

Drlla Temu

David Vance

of the Directors in the securities of the Company were as

Number

Fully Paid Ordinary Shares

Held at end of Entittement!  Entitlement! Issued  Entitlement!
year atbeginning Accruing  during year at end of
of year during year year
- 201,403 30,271 (231,674) -
15,752,381 - - - -
17,735,526 193,461 53,333 (215,525) 31,269
725,525 193,461 61,256 (215,525) 39,192
28,744,029 - 60,822 - 60,822
146,693 123,053 66,067 (146,693) 42,427
63,104,154 711,378 271,749 (809.417) 173,710
Number
Fully Paid Ordinary Shares

Held at end of Entittement!  Entitlement!  Entitlement!

year atbeginning Accruing at end of

of year during year year
300,000 128,233 73,170 201,403 -
15,752,381 - - - -
17,520,001 140,128 53,333 193,461 -
510,000 140,128 53,333 193,461 -
- 65,910 57,143 123,053 -
34,082,382 474,399 236,979 711,378 -

1 Non Executive Directors are entitled to shares as part of their approved remuneration arrangements. The issue of these shares is subject to
shareholder approval and the amount of these shares is not included in the amounts noted as being held at year end.
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SHARE OPTIONS

At the end of 2017 and 2016 the number of options over unissued ordinary shares at the date of this report was
nil.

MEETINGS OF DIRECTORS

Attendances by each director to meetings of directors (including committee of directors) during the year to
31December 2017 were as follows:

Board Meetings Audit Committee Meetings
Number eligible Number Number eligible Number
o attend attended to attend attended
2017
Richard Schroder 15 15 - -
Barry Tan 15 14 3 2
Drlla Temu 15 11 3 3
Richard Robinson 5 5 - -
Alain Vinson 6 6 - -
David Vance 15 15 3 3
2016
Richard Schroder 13 12 - -
Barry Tan 13 11 3 2
Dr lla Temu 13 8 3 3
Richard Robinson 13 13 - -
David Vance 13 12 3 3

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

INDEMNIFYING OFFICERS

During the year the Company paid a premium of USD equivalent $16,865 (2016: $24,851) in respect of a
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.

MATTERS SUBSEQUENT TO THE END OF THE FINANCIAL YEAR

There were no other material events occurring post balance date.
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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 general standard of independence for auditors and do not compromise the general
principles relating to auditor independence.

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.

Mr Richard Schroder
Managing Director

Dated this 23rd day of March 2018
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The Company has adopted a comprehensive system of control and accountability as the basis for the administration of
corporate governance. The Board is responsible to Shareholders for the overall management of the Company’s business
and affairs. The Directors’ overriding objective is to increase Shareholder value within an appropriate framework, which
profects 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 (3rd edition) with 2014 Amendments
(“*Principles and Recommendations”), which are as follows:

Recommendation 1 Lay solid foundations for management and oversight;
Recommendation 2 Structure the Board to add value;

Recommendation 3 Act ethically and responsibly;

Recommendation 4 Safeguard integrity in corporate reporting;
Recommendation 5 Make fimely and balanced disclosures;
Recommendation 6 Respect the rights of security holders;
Recommendation 7 Recognise and manage risk;

Recommendation 8 Remunerate fairly and responsibly;

There is no prescriptive, legislative approach but instead, ASX listed companies are required to explain why they choose to
depart from the Principles and Recommendations. The following policies and procedures have been implemented and are
available in full on the Company website at www .kinapetroleum.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 its subcommittees, codes of conduct and other policies and procedures relating to the Board and its
responsibilities. To the extent that they are relevant to the organisation, the Company has adopted the eight Corporate
Governance Principles 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,

P&R? why not2 P&R!? why not?
Recommendation 1.1 v | Recommendation 4.2 v
Recommendation 1.2 v | Recommendation 4.3 v
Recommendation 1.3 v | Recommendation 5.1 v
Recommendation 1.4 v | Recommendation 6.1 v
Recommendation 1.5 v | Recommendation 6.2 v
Recommendation 1.6 v | Recommendation 6.3 v
Recommendation 1.7 v | Recommendation 6.4 v
Recommendation 2.1 v | Recommendation 7.1 v
Recommendation 2.2 v | Recommendation 7.2 v
Recommendation 2.3 v | Recommendation 7.3 v
Recommendation 2.4 v | Recommendation 7.4 v
Recommendation 2.5 v | Recommendation 8.1 v
Recommendation 2.6 v | Recommendation 8.2 v
Recommendation 3.1 v | Recommendation 8.3 v
Recommendation 4.1 v |
Notes
1 Indicates where the Company has followed the Principles and Recommendations.
2 Indicates where the Company has provided "if not, why not" disclosure.
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Principle 1 - Lay solid foundations for management and oversight

Recommendation 1.1: A listed entity should disclose (a) the respective roles and responsibilities of its board and
management, and (b) those matters expressly reserved to the board and those delegated to management

The Company has adopted a Board Charter, which discloses the specific responsibilities of the Board and a summary of
the Company's Board Charter is available on the Company's website at www .kinapetroleum.com under the section
marked Corporate Governance.

Recommendation 1.2: A listed entity should (a) undertake appropriate checks before appointing a person or putting
forward to security holders a candidate for election as a director, and (b) provide security holders with all material
information in its possession relevant to a decision on whether or not to elect or re-elect a director.

The Company has adopted a Board Charter which deals specifically with Board nominations and appointment of
directors.

Recommendation 1.3: A listed entity should have a written agreement with each directfor and senior executive setting out
the terms of their appointment.

The company has such agreements in place.

Recommendation 1.4: The company secretary of a listed entity should be accountable directly to the board, through the
chair, on all matters to do with the proper functioning of the board.

The company secretary is accountable to the board through the chair.
Recommendation 1.5: The company should have and disclose a diversity policy, including measureable objectives for
achieving gender diversity, its progress towards achieving those objectives and the respective proportions of men and
women on the board, in senior executive positions and across the whole organisation.

Notification of Departure from Principles:

Whilst the company has established a diversity policy which is available for review at the company's website

www kinapetroleum.com, incorporating the concept of measurable objectives in respect of the policy, such
measurable objectives have not been disclosed.

Explanation for Departure:

Given the phase of the company’s development and the current economic environment within the oil and gas industry,
the company has no requirement for human resourcing levels beyond the existing key management roles. Accordingly,
implementing a diversity policy at this time over such a small workforce is unlikely fo be able to be achieved without
sacrificing core management skills and accordingly, is viewed as counterproductive and contrary to the best interests of
the company.

Recommendation 1.6: The company should (a) have and disclose a process for periodically evaluating the performance of
the board, its committees and individual directors, and (b) disclose, in relation to each reporting period, whether a
performance evaluation was undertaken in the reporting period in accordance with that process.

The Company has adopted a Board Charter, which discloses the process by which board evaluation takes place. This is
available on the Company's website at www kinapetroleum.com under the section marked Corporate Governance.

During 2016, a Board evaluation process was undertaken. Conducted by the Chairman with the assistance of the Group
Secretary, the evaluation process commenced with the Directors providing responses to a range of questions
(formulated by the Australian Institute of Company Directors) relating to Board performance and function. These
responses were then reviewed by the Chairman and subsequently discussed as a full Board group. Unanimity of positive
views existed on most issues and where there was a divergences of views, it was accepted by the Board that this was (i)
a function of factors beyond the Company’s control and impacting all industry participants in PNG, notably the recent
low oil price environment and the fiming of regulatory approvals, and therefore (i) something expected to have a
limited short-term impact for which it is reasonable to assume there will be a consensus of positive opinion amongst
Board members when addressed in future Board evaluations.

2017 was a year of Board renewal and consistent with the levels of activity envisaged in 2018, it is expected that the next
formal evaluation of the Board will occur either at the end of 2018 or some time in 2019.

Recommendation 1.7: A listed entity should (a) have and disclose a process for periodically evaluating the performance of

its senior executives, and (b) disclose, in relation to each reporting period, whether a performance evaluation was
undertaken in the reporting period in accordance with that process.

16


http://www.kinapetroleum.com/

KINA PETROLEUM LIMITED - ANNUAL REPORT FOR THE YEAR ENDED 31 DECEMBER 2017

CORPORATE GOVERNANCE STATEMENT

The Company’s Corporate Governance Plan includes a Board Charter which discloses that the Chairman will review the
performance of all senior executives on an ongoing basis by way of informal meetings and reporting his findings to the
board. This occurred throughout the reporting period, including via discussion with external auditors at meetings of the
Audit Committee

Principle 2 - Structure to the Board to add value
Recommendation 2.1: The board of a listed entity should have a nomination committee which has at least 3 members, the
majority of whom are independent, is chaired by an independent director and disclose the charter of the committee, the

members of the committee and the number of times throughout the reporting period that the committee has met.

If a listed entity does not have a committee, it should disclose that fact and how it deals with matters that would otherwise
be considered by a nomination committee.

Notification of Departure from Principles:

The Company has not established a separate Nomination Committee.

Explanation for Departure:

The full Board considers those matters that would usually be the responsibility of a nomination committee.

Given the size of the Board and the Company's current operations, the Board considers that no efficiencies or other
benefits would be gained by establishing a separate committee. ltems that are usually required to be discussed by a
Nomination Committee are marked as separate agenda items at Board meetings when required. When the Board
convenes as the Nomination Committee it will operate under the Nomination Committee Charter. The Nomination

Committee Charter provides for the Board to meet at least annually and otherwise as required.

Recommendation 2.2: A listed entity should have and disclose a skills matrix setting out the mix of skills and diversity that the
board currently has or is looking to achieve in its membership.

The company’s skills matrix is shown in the Board Charter, available on the Company’s website www kinapetroleum.com
under the section marked Corporate Governance.

Recommendation 2.3: A listed entity should disclose (a) he names of the directors considered by the board to be
independent, (b) if a director has an interest, position, association or relationship which might otherwise suggest non-
independence but the board is of the opinion that it does not compromise the independence of the director, then an
explanation of why the board is of that opinion, and (c) the length of service of each director.

The Directors’ report notes the length of each director’s service and whether they are independent. Mr David Vance,
despite being a nominee of the company’s largest shareholder is considered independent because in discharging his
responsibilities as a director he applies an independent frame of mind.

Recommendation 2.4: A majority of the Board should be Independent Directors
Notification of Departure from Principles:
The company has five directors, two of which are considered independent.
Explanation for Departure:

The Company's Constitution requires that the minimum number of Directors is 3. The Company presently has five Directors
consisting of four Non-Executive