LEIGH CREEK ENERGY LIMITED ANNUAL REPORT 2018

isea [OT rO Wth

LEIGH CREEK ENERGY






@ Approved @ Approval Pending

Statement of Environmental Activity Notifications (AN)
Objectives (SEO) » -

- Gasifier commissioning
Activity Notifications (AN) and operation
- Facility construction

- Drilling of UCG process and
monitoring wells

Facility testing

el
=
=3
N
~
[a
S}
Q.
w
c
~
=
=)
=
=
<<
Q
w
~
=
=
=
~
>~
]
3
w
=
w
x
w
w
53
()
£
S
=
w
~

Community Benefit PCD Plant

@ Room nights @
Copley + Leigh Creek:

Economic benefit
to local community: @

Economic benefit to SA

$5I43ml||ion : ® © 0 0 & 0 0 0 0 0 0 0 0 0 0 0 0 0 00
@ - Drilling
E Groundwater
PCD Area . monitoring
- . & geological baseline
Area of PCD: . ; .
o investigation wells
r 34,000 me . drilled:
Area of PEL 650: . ISG process wells
93,400,000 m? : drilled:

comp any Overview Listed on the Australian Stock Exchange - ASX code: LCK
Licence: Petroleum Exploration Licence 650 (PEL 650)
Head Office: Adelaide, South Australia
Project Location: Telford Basin, Leigh Creek Coalfield - Leigh Creek, South Australia
Operation: Leigh Creek Energy Project
Project Stage: Pre-Commercial Demonstration Plant (PCD)

Employees and contractors: 80+



Energy Project

Leigh Creek Energy (LCK) is the owner and proposed
operator of the Leigh Creek Energy Project (LCEP),
located at Leigh Creek in South Australia, 550 km north
of Adelaide. The project is located on Petroleum
Exploration Licence 650 (PEL 650), which contains the
Leigh Creek Coalfield, and will develop the deep coal
resources that are unable to be accessed by open-cut
mining through in situ gasification (1ISG).

The ISG process converts coal from its solid state into
a gaseous form, resulting in the production of synthesis
gas (syngas) containing methane, hydrogen and
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Demonstration Phase — Through a Pre-Commercial
Demonstration Facility (PCD) we will demonstrate ISG at
the LCEP using a low cost rapid deployment technique.
This will provide environmental and gas quality data to
inform regulators and determine commercial project
design and feasibility study direction.

Commercial Phase - Conduct engineering design and
feasibility studies to support the selected commercial
deployment of ISG at the LCEP. LCK intends to use
existing technologies and develop enhanced techniques
for our specific location and geology.

Aboveground
demonstration plant at

Leigh Creek.
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Chairman’s Letter

It is with great pleasure that | have the opportunity to
provide our shareholders with a summary of the last
year’s progress at Leigh Creek Energy.

This year has been a challenging, rewarding and
ultimately a defining year for LCK. We started the
2017/2018 financial year having completed our
environmental baseline drilling program ready to lodge
our environmental documents for assessment. At that
time, our steadfast focus was on operation of the
demonstration plant before the end of 2017. We believed
that the quality of data we provided to the regulator

and the baseline studies were sufficient to gain the
requisite approvals.

Due to the regulators requirement
for more information this required
us to undertake additional

drilling, delaying the approvals
process. During the approvals
process, LCK required a period of
public consultation for our
Environmental Impact Report
(EIR) and accompanying
Statement of Environment Objectives (SEO). The public
consultation ran for 30 business days and by the time
public consultation had finished we found ourselves in a
unique position of the Government being in caretaker
mode for the 17 March 2018 election.

employees.

The then sitting Government was replaced with a new
Liberal Government. This change of Government
required the new government and their ministers to
become familiar with their new portfolios. Unfortunately,
all this meant that the approvals we had hoped for by the
end of 2017 were delayed until April 2018.

The great news for our Company and shareholders is

The achievement of the
approvals, construction and
drilling was a team effort

by all Leigh Creek Energy

that the environmental approvals we sought were given.
Our EIR and our SEO were approved by the Regulator,
and the SEO was gazetted on 19 April 2018. Following
receipt of the environmental approval, the Company was
required to submit a number of operational approval
documents, referred to as Activity Notifications. Within
three months of the operational approvals for
construction and drilling we were able to complete
construction of the demonstration plant and the drilling of
the inlet and outlet wells at the site. In addition to these
process wells, a large network of environmental
monitoring wells were installed on site to help our team
monitor the underground environment during operations.

The achievement of the
approvals, construction and
drilling was a team effort by all
Leigh Creek Energy employees.
Their work has been of the
highest quality. Our team
working with the regulators have
delivered on every work
requirement. The operations
team which consists of engineering, geology,
environment, stakeholder relations, procurement and
commercial studies team have all helped deliver on the
construction of the Demonstration Facility. Our finance
team, human resources, legal, company secretary and
business development have also been crucial and great
supports to the corporate side of the business.

Construction site for the
demonstration plant at

Leigh Creek.



It is also the time to thank our shareholders who have
been extremely supportive of the Company, frustrated by
the delays, but ultimately understanding of the need to
comply with all regulatory requirements. We have a
diverse range of shareholders, with many being long
term shareholders and some have become shareholders
in the recent capital raise. It was reassuring that the
capital raise was oversubscribed, the Share Purchase
Plan was successful and the placement of the shortfall
was also successful. It was a great show of support by
our shareholders.

Finally, I am looking forward to being able to update the
market on the progress of our demonstration facility, the
production of gas and us having a 2P gas resource. This
is what we have been working towards for several years,
and it will be a great day when | can report to the market
the successful completion of this phase of the

Company’s progress. As a Company we then move into
the next phase, where we have to secure commercial
approvals, funding for a commercial project and working
with our strategic partners to achieve commercial
success and deliver on revenue.

// Mr Justyn Peters
Executive Chairman

demonstration plant.

The great news for our Company
and shareholders is that the
environmental approvals we
sought were given.

On site at Leigh Creek,
Justyn Peters overlooking
the construction of the
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Managing Director’s Report

Commercial focus

In a time of rapid change for LCK, the focus remains on
producing first gas at the PCD. This milestone has been
front and centre to LCK for some time now. As we
achieve this milestone we are moving away from a
demonstration focus to a project development and
commercial focus. Before we delve too deeply into our
commercial ambitions, let’s reflect on the past years
challenges, and of course, achievements.

Year in review - the challenge, and opportunity, remains
The past year for LCK was filled with ups and downs,
twists and turns, and of
course a lot of success as
we moved forward with
the PCD. One year ago,
we began the year
determined to gain our
environmental approvals
and commission the PCD.
Although we didn’t
achieve our goal of
operation by December
2017, we successfully had our Statement of

Environmental Objectives approved and gazetted by the

State Government — a fantastic result which many
thought would be beyond us. We are now focussed on
operation and with our funding in place, paired with the
right people and culture, the operation of the PCD is
imminent in Q3 2018, subject to final approvals.

... We are an unusual project in the
resources and energy sphere in that
the product from our ISG process

- syngas - has multiple potential
commercial development pathways.

A changing landscape

As this report is prepared, LCK is experiencing an
immediate and rapid change as we move closer to
initiation and first gas flow at the Leigh Creek Energy
Project. This will be, for many reasons, a momentous
occasion in the short history of LCK. The outside view of
LCK is that of a company hopeful of turning a potentially
large resource into an economic project with much doubt
placed on our success. The imminent production of first
gas is expected to change this perception dramatically,
with many seeing gas production as the final hurdle in
proving that LCK is a real
company with a game
changing project. This will
be further solidified with
the expected and
subsequent conversion of
a large portion of our 2C
resource to a 2P reserve.

Internally this is reflected
by a change in emphasis
as we lift our heads from
the immediate view of gas production to the future
horizons — we now focus on the commercial outcomes
for the project.

Congratulations, to our
team on the achievements
to date and we look forward
to the opportunities that our

future success will bring.



Forward looking

The forward steps for LCK are to move from pre-
commercial demonstration plant to small-scale
commercial and ultimately to full-scale commercial.

The market fundamentals that will
underpin our long-term success

are outstanding.
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The small-scale commercial stage will be of limited
capital expenditure. It will further demonstrate the
commercial application of the technology proven by the
PCD. It is intended that this small-scale commercial
project will be of a scale that is able to be funded by LCK
itself. This project will play a large part in de-risking the
development of the large-scale commercial development.

In considering the future full-scale commercial pathway
we are an unusual project in the resources and energy
sphere in that the product from our ISG process - syngas
- has multiple potential commercial development
pathways. The selection of the preferred commercial
pathway depends on many factors which ultimately all
distil down to risk and return. This selection process has
been ongoing for some time with a concerted effort being
made by our small studies team. The outcomes will be
known in the very near future and, thanks to the

work already done, the decision will be based on sound
market research and professional foresight.

It is worth noting that, whatever commercial pathway is
settled on, each potential market is in desperate need of
our products. The market fundamentals that will underpin
our long-term success are outstanding.

Building success through people and culture

It is customary in a report such as this to thank the
employees, contractors and consultants that have
worked hard to get us to this stage. Ultimately those
messages often sound, to me at least, superficial and
formula driven. In our case it has to be recognised that
our people have been through a tough year. The highs
and lows of the year have made it challenging for the
team to retain its focus at times, but they have done so
with integrity and professionalism. It is a credit to the
whole team that, in the face of the recent challenges, we
have consistently displayed these values. We would not
be here without that focus and effort.

So not thanks, but congratulations, to our team on the
achievements to date and we look forward to the
opportunities that our future success will bring.

There is a long road ahead before we can rightfully claim
to be successful — by this | mean commercial success
which drives returns to our employees, community and
investors. All our stakeholders can rest assured that this
team will continue to be focussed on bringing that
commercial success to LCK.

Phil Staveley
Managing Director

construction team.

The Leigh Creek Energy
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2017/18 Achievements

Regulatory Approvals

e Statement of Environmental Objectives approved and
gazetted — April 2018

e Activity Notification (Facility Construction) approved
—May 2018

e Activity Notification (Drilling of ISG Process and
Monitoring Wells) approved — May 2018

e Activity Notification (Facility Testing) approved —
June 2018

Cultural Heritage

o Regular Board meeting updates with the
Adnyamathanha Traditional Lands Association
(ATLA)

o Workshop with ATLA — August 2017

o Work Area Clearance (with 8 Adnyamathanha cultural
advisors) cleared PCD area on grounds of Cultural
Heritage — August 2017

® Flora and Fauna survey completed with
Adnyamathanha cultural advisor

o Cultural Heritage Risk Management Plan
implemented across the operation

o Heritage Discovery Procedure implemented across
the operation

Environment

e Monthly sampling of groundwater, enabling a solid
understanding of baseline conditions at the
operational site

e Groundwater and Soil Vapour Monitoring Plan
completed

e Air Quality Monitoring Plan completed
o Rehabilitation Management Plan completed
Drilling

e 3 ISG demonstration wells (inlet, outlet and
observation well)

e 3 geological investigation wells

® 5 piezometer monitoring wells

e 10 groundwater monitoring wells

o 11 shallow groundwater monitoring wells

e 11 shallow soil vapour investigation wells

Engineering

e Completed the detailed design of the PCD above
ground plant, including modular plant, vessels,
piping, thermal oxidiser, cold vent and gas analysis
package

e Package equipment and modular plant fully
completed and tested offsite

e All equipment & plant delivered and installed on site

e Site acceptance testing completed

Operations
e Standard Operating Procedures implemented for
plant operations

e Operations personnel mobilised to site for testing
and commissioning of the plant

Stakeholder Relations
e Community engagement ongoing for life of project
e Employment of local people (both indigenous and

non-indigenous) and ongoing commitment to use
local contractors and people where possible

e Workshops, Open Days and one on one meetings
educating community members and government in
the Leigh Creek area and Port Augusta

Procurement

e Over 30 local, interstate and international specialist
contractors engaged

e Focus on local and Upper Spencer Gulf expertise
where possible




Financing
o Capital raising event — June 2018

o Cornerstone investor, China New Energy committed
to project
® Further extension and increase in the facility limit with

the CBA, extended until December 2019 and
increased to $10.5m

Commercial Studies

e Three Scoping Studies completed on urea fertiliser
and methanol to align to prior studies on pipeline
methane and power production

e Pre-Feasibility Study on small scale power plant up
to 30MW (net) in advanced stage

LEIGH CREEK ENERGY LIMITED ANNUAL REPORT 2018

e Studies addressed a broad range of disciplines
including; engineering, water supply, waste
management, regulatory approvals and commercial
agreements

e Selection of preferred products nearing completion
and will reflect the lowest risk and best return for
shareholders, in addition to providing employment
opportunities for South Australians and low-cost
products for South Australian industries

The Leigh Creek Energy
Project - demonstration
plant at Leigh Creek.
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The ISG Process
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How does the ISG (in situ gasification)
process work?

The ISG process converts coal, through
a chemical reaction, from its solid state
into a gaseous form, resulting in the
generation of syngas.

Syngas comprises methane, hydrogen
and carbon monoxide energy gases
with variable amounts of inert gases,
carbon dioxide and nitrogen.

1.

QOutlet well is drilled to intersect
coal seam.

Inlet well is drilled and steered to
link up with Outlet well.

Initiation tool is placed down the
inlet well to heat the coal and starts
the gasification process.

Addition of air and water creates a
series of chemical conversions
transforming coal to syngas.

Process is controlled by using inlet
and outlet wells to manage the flow
of air and water.

Syngas will flow up through the
outlet well and is analysed on the
surface.

Process is stopped by turning off air
and water supply from the inlet well.

Why 1SG?

The remaining resource in the Telford Basin

at Leigh Creek is deep and no longer
economic to mine using open cut mining
methods.

ISG technology is able to access the deep

coal via a system of drilled linked wells.

Syngas can be used to make other products
such as; electricity, synthetic natural gas,

ammonia and derivatives (fertilisers or
explosives), methanol and diesel.

500m

MO14 231V M /1Y (e o

12m

R
4
©

MAIN SERIES

COAL SEAM

Diagram not to scale

EAST
LOWER
MAIN
SERIES PIT AU

O3 SYNGAS FLOW

GASIFIER
CHAMBER

ISG process showing the below ground single ISG gasifier chamber.

Equivalant amount of syngas when converted from electricity

%

ISG of
1t LC coal

CiHonts

30
9kg LPG
gas bottles

eed

H,CO,
CH,CO

ISG of
1t LC coal

0

CH,

200

days of natural
gas to fuel a hot
water service for
30 mins/day

20

wheelbarrows
of fertiliser

=)

CuHantz

1000

km of fuel for
an average car

days of
electricity to
run an average
household




Tenement Schedule

Petroleum and Mineral Tenement Schedule

Petroleum Exploration Licence 650 100% 18 November 2014 Leigh Creek
Petroleum Exploration Licence Application 582 100% Application Approved Finniss Springs
Petroleum Exploration Licence Application 643 100% Application Approved Callabonna
Petroleum Exploration Licence Application 644 100% Application Approved Roxby Downs
Petroleum Exploration Licence Application 647 100% Application Approved Leigh Creek
Petroleum Exploration Licence Application 649 100% Application Approved Oakdale

Gas Storage Exploration Licence 662 100% 5 February 2016 Leigh Creek

LEIGH CREEK ENERGY LIMITED ANNUAL REPORT 2018

PEL 650 Coal Resource Analysis

Inherent Fixed
Tenement  Working Thickness moisture Ash Volatiles carbon Density Volume Tonnage
block section (m) (ad%) (ad%) (ad%) (ad%) (RD) (m) ()
PEL650 — FG1-G2-H1  2.0-16.0 200-366 152171 6.2-20.6 239-295  336-475 14 159 11,300,000
ISG WS-G Av.7.1 Av. 276 Av.15.8 Av.10.8 Av. 27.7 Av.42.9 15.8
Block 1
PEL650 — FG1-G2-H1  2.0-71 200-301 171-17.8  116-12.8 27.8-27.9 414-422 14 24 900,000 1.3
ISG WS-G Av. 3.68 Av. 245 Av.17.7 Av. 12.6 Av. 27.9 Av. 41.6
Block 2
PEL650 — L1 2.0-6.3 200-392 - - - - 1.4 204 6,140,000 8.5
ISG WS-L1 Av. 3.68 Av. 245
Block 1
PEL650 — K2 2.0-6.7 200-413 - - - - 1.4 301 9,970,000 13.9
ISG WS-K2 Av. 3.3 Av. 307
Block 1
PEL650 — 01-Q2-Q3 2.0-29.9 200-831 20.9-23.0  11.0-11.2  249-251  409-423 1.4 1069 170,800,000 239
ISG WS-Q Av. 15.97 Av. 477 Av. 22.5 Av. 111 Av. 24.9 Av. 41.2
Block 1
PEL650 — V1-V2-V3-v4  2.0-13.7 201-866 18.4-18.8  159-174  252-254  37.0-37.8 14 990 52,800,000 74
ISG WS-V Av. 5.4 Av. 517 Av.18.4 Av. 16.0 Av25.3 Av37.7
Block 1
PEL650 — W1 2.0-5.3 292-870 - - - - 1.4 503 17,200,000 24.1
ISG WS-W1 Av. 3.4 Av. 527
Block 1

I1SG-Project Total 376.6
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Tenement Schedule

Coal and Gas Resources

The Company’s Inferred Coal Resource and equivalent Syngas Resource as at 30 June 2018, reported in accordance with
2012 Edition of the Australasian Code for Reporting of Exploration Results, Mineral Resources and Ore Reserves (JORC
Code) guidelines in the 2007 Society of Petroleum Engineers (SPE) Petroleum Resources Management System (PRMS)

guidelines (respectively), are:

Tenement Coal Resource | Coal Resources
Category 2018 | (Mt) 2018
Petroleum Leigh Creek Inferred 376.6

Exploration
Licence 650

Coal Resources | Syngas Resource

Syngas Energy | Syngas Energy

(Mt) 2017 Classification 2018 | (P) 2018 (Fj) 2017
376.6 1C 2,747.7 2,747.7
20 2,963.9 2,963.9
3C 3,303.1 3,303.1

Mineral Resource and Syngas Resource Governance and
Disclosures

Mineral Resources estimated in accordance with the
requirements of the JORC Code, by qualified competent
persons who are consultants to Leigh Creek Energy.

Syngas Resources are estimated in accordance with the
requirements of the Petroleum Resources Management
System (PRMS) approved by the Society of Petroleum
Engineers, by qualified petroleum reserves and resources
evaluators who are consultants to Leigh Creek Energy.

The Minerals Resource and Syngas Resource Statements
in the 2018 Annual Report are reviewed by qualified
consultants described below. For Mineral Resources, this
is the qualified competent person, and for the Syngas
Resources, the qualified petroleum reserves and
resource evaluator.

Notes on Coal Resources: For the purposes of ASX Listing
Rule 5.23, Leigh Creek Energy confirms that it is not
aware of any new information or data that materially
affects the information included in the 8 December 2015
Resources Statement and that all material assumptions
and technical parameters underpinning the estimates in
the Resources Statement continue to apply and have not
materially changed. A review of coal quality data and
resource modelling is currently in progress and is
expected to be completed in the next quarter.

The coal resources reported herein, insofar as they relate
to mineralisation, are based on information compiled by
Mr Warwick Smyth of GeoConsult Pty Ltd. Mr Smyth is a
Member of the Australasian Institute of Mining and
Metallurgy and the Australian Institute of Geoscientists,
who has more than 25 years’ experience in the field of
activity being reported. Mr Smyth has sufficient
experience which is relevant to the style of mineralisation
and type of deposit under consideration and to the
activity he is undertaking to qualify as a Competent
Person as defined in the 2012 Edition of the “Australasian
Code for Reporting Exploration Results, Mineral
Resources and Ore Reserves”. Mr Smyth consents to the
inclusion in the report of coal resources estimates

based on his information in the form and context in which
it appears.

Notes of Gas Resources: For the purposes of ASX Listing
Rule 5.43, Leigh Creek Energy confirms that it is not
aware of any new information or data that materially
affects the information included in the 8 January 2016
Resources Statement and that all material assumptions
and technical parameters underpinning the estimates in
the Resources Statement continue to apply and have not
materially changed.

The Gas Resource estimates stated herein are based on,
and fairly represent, information and supporting
documentation prepared by Timothy Hower of MHA
Petroleum Consultants LLC, Denver USA. Mr Hower is a
member of the Society of Petroleum Engineers and has
consented to the use of the Resource estimates and
supporting information contained herein in the form and
context in which it appears. All estimates are based on
the deterministic method for estimation of petroleum
resources.
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Directors’ Report

Leigh Creek Energy Limited is a public company
incorporated and domiciled in Australia and listed on the
Australian Securities Exchange.

The directors present their report together with the
financial statements of the consolidated entity, being
Leigh Creek Energy Limited (“the Company” or “Leigh
Creek Energy”) and its controlled entities (“the Group”)
for the year ended 30 June 2018.

Directors
The names of the directors in office at any time during or
since the end of the year are:

Daniel Justyn Peters (appointed 28.11.2014)

Zhe Wang (appointed  1.7.2017)

Zheng Xiaojiang (appointed  5.12.2017)

Directors have been in office since the start of the
financial year to the date of this report unless otherwise
stated.

Information on Continuing Directors
Daniel Justyn Peters LLB, BA (Politics/Jurisprudence) GDLP

Executive Chairman

Audit and Risk Committee Member

Director since 2014

Mr Peters joined Linc Energy soon after its listing on the ASX
when Linc Energy was considered a world leader in underground
coal gasification. In his six years at Linc Energy Mr Peters held
the positions of General Manager Environment and Government
Relations, General Manager Business Development, Executive
General Manager North Asia and finished as Executive General
Manager of Investor Relations. His experience across a broad
range of business units within Linc Energy will prove invaluable in
developing the Leigh Creek Energy project.

Previously Mr Peters was employed at the Queensland
Environmental Protection Authority (EPA) as head of
Investigations and Compliance and then acting Director of Central
and Northern Regions. He managed the integration of the
environmental regulation of the Queensland Mining Industry into
the EPA.

Emperor Energy Limited

None

Phillip Staveley cPa, BA (Acc) (Hons), Dipl Btr

Managing Director

Director appointed effective from 5.12.2017

Mr Staveley is a qualified Accountant who has 30 years’
experience working in the resources sector.

He started his career in the oil and gas sector working for
Schlumberger in London, followed by a number of years with
SAGASCO and SAQG (South Australian Oil and Gas Company).
He spent almost ten years with Normandy Mining Ltd. Whilst with
Normandy he fulfilled a number of planning, finance, M&A and
commercial roles, including the establishment of a Group Supply
Function and three years based in Rio de Janeiro as the CFO of
TVX Normandy Americas.

Since 1998 he has been involved in mining and contracting
companies in the position of CFO and more latterly, CEO roles
with an emphasis on strategy and corporate finance.

None

Oakdale Resources Limited




Gregory D English LLB, B.Eng (Mining)

Non-Executive Director

Audit and Risk Committee Member

Director since 2015

Mr English is an experienced and qualified mining engineer and
lawyer with over 25 years of involvement in the resources
industry. As a mining engineer he has worked on underground
and open pit coal mines, including working as a mining engineer
at the Leigh Creek Coalfield where he lived in the Leigh Creek
town. As a lawyer Greg has acted for numerous oil and gas
companies and advised on numerous gas marketing, gas
transportation and similar transactions.

Greg’s experience in the coal industry, and in particular his
knowledge of the Leigh Creek Coalfield, and experience and
contacts in the oil and gas industry is a significant asset to the
Company.

Archer Exploration Limited and Core Exploration Limited

None

Murray K Chatfield B Com Ag (Economics and
Marketing), MBA, ACT, MAICD

Non-Executive Director

Audit and Risk Committee Chair

Director since 2016

Mr Chatfield has extensive experience within finance with nearly
30 years’ experience within investment banking, hedge funds and
corporate finance both in Australia and internationally. He was a
senior Economist with the New Zealand government before joining
Bankers Trust in London. He then moved into Hedge Funds
initially as European Treasurer and then as a Partner and COO in a
Relative Value Hedge Fund. He was the COO and Partner in an
Australian based fund focussed on Global Macro events. He has
been and is still, actively involved as a Director of several unlisted
companies in the Commodity and Marketing areas. Mr Chatfield’s
career covers finance, treasury, accounting, operational
efficiency, risk management (business, market, tax and
regulatory), legal and regulatory compliance and direct financial
market interaction.

None

None

Zhe Wang B.Sc (Thermal Dynamics)
M.Eng (Energy Engineering and Thermal Physics)

Non-Executive Director

Director appointed effective from 1.7.2017

Zhe joined the Leigh Creek Energy Board as a Non-Executive
Director on 1 July 2017.

Zhe is a Chinese based Energy and Thermal Physics Engineer,
and nominee of China New Energy Group Limited (one of Leigh
Creek Energy’s major shareholders). He has over 8 years
Executive Management experience. Zhe also sits on the Board of
Beijing Raise Mind Technology Ltd. Zhe’s key areas of expertise
include; Coal Combustion; Renewable Energy Applications and
Steel Sinter. He has a Bachelor of Thermo Dynamics, Renewable
Energy Applications as well as a Masters in Energy Engineering
and Thermal Physics, Coal Combustion.

None

None

Zheng Xiaojiang B Com

Non-Executive Director

Zheng joined the Leigh Creek Energy Board as Non-Executive
Director on 5 December 2017.

Zheng is a senior finance executive and brings wide experience in
the finance sector in both Australia and China. His experience
includes having been a senior official for The People’s Bank of
China in Australia and New Zealand. Zheng was responsible for
facilitating the investment in LCK by China New Energy, LCK’s
largest shareholder.

None

None

LEIGH CREEK ENERGY LIMITED ANNUAL REPORT 2018
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Directors’ Report

Company Secretary

Jordan Mehrtens is a qualified lawyer, and has other
qualifications in finance and urban and regional planning.
Jordan has worked with Leigh Creek Energy since its
commencement, providing regulatory, compliance and
other analytical advice. Jordan is a member of the
Governance Institute of Australia and performs the
secretarial role in the Company. Jordan has been

the Company Secretary of Leigh Creek Energy Limited
since 2015.

Principal Activities
The principal activity of the Group was advancing the
development of its Leigh Creek Energy Project (LCEP).

Review of operations and financial results

The Company continued its progress towards full
regulatory approval, above and underground
construction and subsequent operation of the pre-
commercial demonstration (PCD) at the LCEP. PCD
operation is scheduled to commence in the third quarter
of 2018.

During the year the Company received approval of its
Statement of Environmental Objectives (SEO) for the
Company’s PCD stage of the LCEP. This constitutes the
environmental approval for PCD operations and follows
completion of the public consultation stage for the PCD.
These are key documents required for Government
approvals for the PCD operations. LCK must submit three
Activity Notifications to advise the Regulator of the
specific activities that are to be undertaken under the
framework of the SEO. The status of the these is as
follows:

1. PCD Process well drilling — received 15 May 2018;

2. PCD Aboveground plant construction — received 29
May 2018; and

3. PCD Operations including operating,
decommissioning and monitoring - pending.

The key LCEP activities undertaken on site during the
period included the completion of a 15 hole monitoring
well drilling program and the advancement of the PCD
process well drilling and aboveground plant construction,
both of which have been completed in the third quarter of
2018. Upon receipt of the final Activity Notification
approval from Government for PCD Operations, the
LCEP is expected to progress rapidly to production of
first syngas.

The construction and operation of the PCD facility is a
major de-risking event for LCK and a significant step
toward commercialisation plans for the LCEP. With the
on-site construction of the PCD effectively complete, the
operations phase will:

1. Demonstrate the production of syngas from LCK’s
gasification technology at Leigh Creek

2. Demonstrate that LCK can operate the ISG gasifier
safely and in an environmentally responsible manner

3. Deliver the economic parameters for final design and
planning of the commercial plant

4. Provide environmental and process data required for
commercial scale approvals

5. Provide the information required for the review of the
existing SPE-PRMS 2C 2963.9 PJ resource and the
expected partial conversion from contingent resources
to reserves (refer ASX announcement 8 January 2016)

In parallel to the PCD approvals and construction the
Company has been developing plans to generate
electricity from a small gas fired power station ahead of
its full-scale commercial project. This small-scale project
will enable the larger scale project stage by providing the
following benefits:

Manageable project size;

Low CAPEX and operational risk;

Simple design;

No redundant capital - power plant is used for large-
scale project;

Minimal offsite infrastructure requirement;

Early cash flows;

Importantly a commercial stepping stone, providing
proof of commerciality on the path to the large scale
project.

Information provided by operating the PCD under
different parameters will inform the design of this phase
of the LCEP.



The consolidated operating loss of the financial year to
30 June 2018 was $6,018,850 (2017: ($5,758,760)).
Expenditure incurred on the LCEP capitalised as
Exploration expenditure, net of 2016/17 R&D tax offset
rebates received ($2,173,372) and R&D rebates
receivable for 2017/18 ($9,010,220), was $10,414,426
(2017: $3,535,245).

The Company has a working capital facility with the
Commonwealth Bank of Australia (CBA) to bring forward
access to refundable R&D tax concessions (refer Note 10
for Borrowings). This has provided LCK with the flexibility
to bring forward its tax offsets by providing a draw down
on eligible expenditure and for CBA to be repaid from the
company’s taxation return rebate. In June 2018 LCK
extended the Facility to December 2019 and the facility
limit was increased to $10.5m. Following receipt of the
2017/18 ATO rebate and clean down of the Facility the
limit will decrease to $3.6m to match anticipated 2018/19
tax rebates. A total of $3,830,000 was drawn under the
extended facility as at 30 June 2018.

In March 2017, Leigh Creek Energy signed a subscription
agreement with China New Energy Group Limited (CNE)
for the issue of 136.3 million Leigh Creek Energy Limited
Ordinary Shares in three tranches at an average issue
price of $0.147 per share. On 27 October 2017, China
New Energy Group Limited (CNE) completed the final
tranche of their $20 million investment in the Company
increasing their interest to 32.78% of capital on issue.

In June 2018 the Company successfully launched a
capital raising incorporating a private placement of 36.9m
new fully paid ordinary shares in the Company on 25th
June to institutional, sophisticated and professional
investors at an issue price of A$0.16 per Share. The other
components of the raising included:

a Share Purchase Plan (SPP) of up to 18,750,000
Shares launched on 25 June 2018 giving shareholders
the opportunity to purchase up to $15,000 of Shares
at a price of $0.16 each;

a SPP shortfall facility;

on completion of these steps and shareholder
approval, a CNE placement enabling it to return to its
percentage shareholding pre-capital raising of 32.78%.

Upon shareholders approving the final tranche and the
shares being placed to CNE the capital raising will total
$13.24 million (before fees) - the placement of 27,126,447
shares to China New Energy Group Limited (CNE) at 16
cents per share to raise $4.34m being the final tranche.
This placement is subject to shareholder approval at a
General Meeting of shareholders on 22 August 2018.

In July 2017 the Company appointed Zhe Wang as Non-
Executive Director and CNE delegate (on completion of
the second tranche of the CNE investment CNE were
granted the right to a seat on the Board of Directors) and
subsequently announced on 6 December 2017 the
appointments of Mr Zheng Xiaojiang as Non-Executive
Director and Mr Phillip Staveley as Managing Director,
further strengthening the board.

The Chairman’s report contains further information on the
detailed operations of the Group during the year.

Dividends

The Directors do not recommend the payment of a
dividend and no amount has been paid or declared since
the end of the previous financial year.

Significant changes in state of affairs

No significant change in the state of affairs of the Group
occurred during the financial year, other than as already
referred to in this report.

Likely developments, prospects and business strategies

Final operational approvals are currently being sought for
the pre-commercial development phase of the project
with operations scheduled to commence in the third
quarter of 2018. In the context of the current and forecast
gas, electricity and fertilizer markets, it is anticipated that
the Company will then become an attractive business
partner.

The Group will require further capital to sustain its
activities.

After reporting date events

1. Atotal of 9,510,000 new ordinary shares were issued
to participating shareholders at A$0.16 per share
under the SPP on 20 July 2018. The Company
reserved the right to place the unsubscribed balance
of the SPP.

2. On 30 July 2018 a total of 9,240,000 new ordinary
shares were issued to institutional and sophisticated
investors who are primarily existing shareholders of
the Company at $0.16 per Share, to place the shortfall
from the SPP.

3. Employee Share Options were issued on 18 July 2018
— total of 5,790,000 options issued at an exercise price
of $0.251, expiring on 16 July 2022.

4. A General Meeting was held on 22 August 2018 to
approve a placement to CNE of 27,126,447 shares at
16 cents per share to raise $4.34m. Upon approval
and placement, CNE return to its percentage
shareholding pre-capital raising of 32.78%. In addition,
shareholders were asked to approve the issue of
4,000,000 unlisted options to directors and 1,000,000
to the Company Secretary at an exercise price of
$0.35 expiring on 17 April 2023, and 5,000,000
unlisted options to executive directors at an exercise
price of $0.246 expiring on 3 July 2022.

LEIGH CREEK ENERGY LIMITED ANNUAL REPORT 2018

19



Directors’ Report

Meetings of Directors

During the financial year, the number of meetings held at
which a director was eligible to attend and the number
actually attended by each director were:

Board meetings Audit & Risk Committee

Meetings ~ Meetings Meetings Meetings
held attended held attended
D J Peters 10 10 4 4
PJStaveleys ............ 5 ................. .............. .......

GDEng“Sh ............... 10 ........... 10 ................ 4 .............. 4 .......

s M K Chamem ............. 1 0 ........... 10 ................ 4 .............. 4 .......

s Z Wan g ................... 10 ........... 10 ................ .............. .......

leaojlang5 ............ 5 ................. .............. .......

Unissued shares under options

At the date of this report, the unissued ordinary shares of
Leigh Creek Energy Limited under unlisted and listed
options are as follows:

Grant Date Date of Exercise Number
expiry price under option

14 October 2015 14 October 2019 $0.212 1,000,000
O 20ls  Ocoer220  $025 1000000
Db 205 Stwya2) SIS0 1000000
\Decembr 05 MNovwmbe220  $030 8000
i 27Junezo16 .......... 3 10m0ber 2018 O $020 ........... 1 500000 .
i 27June2016 .......... 3 mmober 2018 O $022 ........... 1 500000 .
i 27Jun82016 .......... 3 10m0ber 2018 O $024 ........... 1 500000 .

27 June 2016 31 October 2018 $0.26 1,500,000

11 July 2016 30 November 2020 $0.49 27,500

15 July 2016 11 May 2019 $0.30 1,500,000

15 July 2016 8 May 2021 $0.30 800,000

4 October 2016 10 October 2021 $0.35 2,000,000

4 October 2016 10 October 2021 $0.45 2,000,000

10 July 2017 30 November 2020 $0.30 306,000

17 July 2018 16 July 2022 $0.251 5,790,000
i Tm, .............................................................. 2951 3500 .

Options forfeited during the period up to and including
the date of this report include 680,000 cancelled upon
resignation and a further 977,500 options having expired
due to vesting conditions not being met.

Options granted during the period up to and including
the date of this report to employees and consultants
include 636,000 with an expiry date of 30 November 2020
(330,000 subsequently cancelled upon resignation) and
5,790,000 with an expiry date of 16 July 2020 .

Options granted but not yet issued at the date of this
report include 4,000,000 director options and 1,000,000
company secretary options (related party) granted 18th
April 2018 with issue subject to shareholder approval on
22nd August 2018. In addition, 5,000,000 director options
were granted 4th July 2018 with issue also subject to
shareholder approval on 22nd August 2018.

A number of listed options (17,687,463 at an exercise
price of $0.50) were issued as part of the prospectus for
the capital raising finalised in May 2016. The listed
options lapsed unexercised on the 6th June 2018 and as
such there are nil listed options over shares of the Group
at the end of the financial year.

During the year ended 30 June 2018, and to the date of
this report no ordinary shares of Leigh Creek Energy
Limited were issued on the exercise of options. None of
the options on issue entitles the holders to participate, by
virtue of the options, in any dividend or share issue of the
Company.

Proceedings

The Company is not currently a party to legal
proceedings brought against it or initiated by it at the
date of this report.

Environmental issues

The Company and subsidiaries are required to comply
with various Commonwealth and State environmental
legislation in relation to its planned exploration activities
and future development at the Leigh Creek site.

No notification of any breach of any environmental
regulation has been received in respect of any of the
Company’s exploration activities during the year.

Indemnities given to, and insurance premiums paid for, officers
During the year, the company paid a premium to insure
officers of the Group. The officers of the Group covered
by the insurance policy include all Directors.

The liabilities insured are legal costs that may be incurred
in defending civil or criminal proceedings that may be
brought against the officers in their capacity as officers of
the Group, and any other payments arising from liabilities
incurred by the officers in connection with such
proceedings, other than where such liabilities arise out of
conduct involving a willful breach of duty by the officers
or the improper use by the officers of their position or of
information to gain advantage for themselves or someone
else to cause detriment to the Group.



Details of the amount of the premium paid in respect of
insurance policies are not disclosed as such disclosure is
prohibited under the terms of the contract.

The Group has not otherwise, during or since the end of
the financial year, except to the extent permitted by law,
indemnified or agreed to indemnify any current or former
officer of the Group against a liability incurred as such by
an officer.

Non-audit services

During the year, Grant Thornton Audit Pty Ltd, the
Company’s auditors, did undertake a review of the
Employee Share Option Plan in addition to their statutory
audit duties. Grant Thornton Corporate Finance Pty Ltd
(Sydney) prepared an Independent Expert Report in July
2017. The amounts paid for non-audit services are
$55,750.

Auditor’s Independence Declaration

The Auditor’s Independence Declaration for the year
ended 30 June 2018 can be found on page 29 and forms
part of the Directors’ Report.

Proceedings on behalf of the Company

No person has applied to the Court under section 237 of
the Corporations Act 2001 for leave to bring proceedings
on behalf of the Company, or to 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 part of those proceedings.
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Remuneration Report — audited

1. Principles used to determine the nature and amount of
remuneration
The remuneration policy is designed to align the
objectives of the Key Management Personnel with
shareholder and business objectives by providing a
fixed remuneration package to non-executive Directors
and time based remuneration to Executive Directors.
The Board of Leigh Creek Energy believes the policy
to be appropriate and effective in attracting and
retaining the best Directors and Executives to manage
and direct the Group, as well as create goal
congruence between Directors, Executives and
shareholders.

The Company’s policy for determining the nature and
amounts of emoluments of board members and other
Key Management Personnel of the Company is as
follows.

The Company’s Constitution specifies that the total
amount of remuneration of non-executive Directors
shall be fixed from time to time by a general meeting.
The current maximum aggregate remuneration of
non-executive Directors has been set at $750,000 per
annum (as approved by shareholders on 22 August
2018). Directors may apportion any amount up to this
maximum amount amongst the non-executive
Directors as they determine. Directors are also entitled
to be paid reasonable travelling, accommodation and
other expenses incurred in performing their duties as
Directors.

Non-executive Director remuneration is by way of fees
and statutory superannuation contributions. Non-
executive Directors do not participate in schemes
designed for remuneration of executives but they may
receive options or bonus payments subject to
shareholder approval and are not provided with
retirement benefits other than salary sacrifice and
statutory superannuation.

The Company’s remuneration structure is based on a
number of factors including the particular experience
and performance of the individual in meeting key
objectives of the Company. The Board is responsible
for assessing relevant employment market conditions
and achieving the overall, long term, objective of
maximising shareholder benefits through the retention
of high quality personnel.

The Board may approve the payment of cash bonuses
from time to time in order to reward individual
executive performance in achieving key objectives as
considered appropriate by the Board.

The Company also has an Employee Share Option
Plan, approved by shareholders, that enables the
Board to offer eligible employees options to acquire
ordinary fully paid shares in the Company. Under the
terms of the Plan, options to acquire ordinary fully paid
shares may be offered to the Company’s eligible
employees at no cost unless otherwise determined by
the Board in accordance with the terms and conditions
of the Plan. The objective of the Plan is to align the
interests of employees and shareholders by providing
employees of the Company with the opportunity to
participate in the equity of the Company as an
incentive to achieve greater success for the Company
and to maximise the long term performance of the
Company, and can also be used as a reward for
performance.

As the Company is developing an energy asset which
is not yet in production, in the opinion of the Board,
the Company’s earnings and the consequences of the
Company’s performance on shareholder wealth are
not related to the Company’s remuneration policy.

Voting at 2017 AGM

Of the total valid available votes lodged, Leigh Creek
Energy received 83.67% “yes” votes on its
remuneration report for the 2017 financial year with the
motion carried unanimously on a show of hands as an
ordinary resolution. The Company did not receive any
specific feedback at the AGM on its remuneration
practices.

Use of remuneration consultants

The Company has engaged and sought
benchmarking advice from remuneration consultants.
In 2018 independent consultants were engaged to
undertake market benchmarking to provide
information on KMP remuneration.

The Corporations Act 2001 requires companies to
disclose specific details regarding the use of
remuneration consultants. The mandatory disclosure
requirements only apply to those advisors who
provide a “remuneration recommendation” as defined
in the Corporations Act 2007. The Board did not
receive any remuneration recommendations during
the reporting period.



2. Details of remuneration

Details of the nature and amount of each element of the remuneration of each Key Management Personnel (KMP)
of the Group are shown in the table below:

Post employment Termination | Share based
Short term benefits benefits benefits payments

Directors ~ Salary and Other  Non-monetary Super Options 2
fees wages benefits ! contributions $

Executive directors

D J Peters 2018 - 309,790 - 4,402 27,470 - 4,723 346,385
2017 - 300,000 - 6,262 28,500 - 5,655 340,417
P J Staveley® 2018 - 324,877 - 3,926 28,268 - 13,792 370,863
2017 - 275,000 - - 26,125 - 63,658 364,783
D K Shearwood® 2018 - - - - - - - -
2017 - 68,750 - 8,267 6,531 305,163¢ (5,306) 383,405
Non-executive directors
G D English 2018 50,000 - - - 4,750 - - 54,750
2017 50,000 - - - 4,750 - (97,942)%  (43,192)
M Chatfield 2018 50,000 - - - 4,750 - - 54,750
2017 50,192 - - - 4,768 - (91,171)8  (36,211)
Z Wang® 2018 29,168 - 21,019 - 2,771 - 114,161 167,119
2017 - - - - - - - -
7 Xiaojiang® 2018 28,782 - 115,000° - 2,734 - 114,161 260,677
2017 - - - - - - - -
Other key management personnel
J Haines 2018 - 282,500 - 892 26,838 - 13,792 324,022
2017 - 275,000 - 1,247 26,125 - 63,658 366,030
M Terry” 2018 - 257,000 - - 24,415 - 6,896 288,311
2017 - 250,000 - - 23,750 - 31,829 305,579
G Marsden 2018 - - - - - - - -
2017 - 72,917 - - 6,927 12,498 6,803 99,145
Total 2018 157,950 1,174,167 136,019 9,220 121,996 - 267,525 1,866,877
2017 100,192 1,241,667 - 15,776 127,476 317,661 (22,816) 1,779,956
Notes

1

2

IS

Non monetary benefits include benefits provided to the KMP on which Fringe Benefits tax is paid.

In accordance with the Accounting Standards, remuneration includes a proportion of the notional value of the options granted or outstanding during the year.
The notional value of options is determined as at the issue date and is progressively allocated over the vesting period. The amount included as remuneration
is not indicative of the benefit (if any) that the employee may ultimately realise should the option vest. The notional value of the options as at the issue date
has been determined in accordance with the accounting policy Employee Remuneration Note 11.

Mr Shearwood was made redundant on 30 September 2016.
Under the terms of Mr Shearwood’s termination, he received a redundancy payment of $293,000 plus unused leave.

Options were granted on a provisional basis to Non-Executive Directors on 18th April 2018. As the remuneration is required to be approved by shareholders,
the options will be granted and issued following approval at General Meeting in August 2018. Under accounting rules, the options were expensed in the
financial year based on the provisional grant date

Mr Xiaojiang provided consulting services during the year.
Mr Terry resigned effective 17 August 2018.

Options were approved at the AGM in September 2016 for these directors. Under accounting rules, the options were expensed in the previous financial year
using 30 June 2016 as the provisional grant date. An adjustment to accounting expense has been completed in this financial year to true-up the expense
based on the actual grant date price.
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Remuneration Report — audited

3. Service agreements

Remuneration and other terms of employment for the
Executive Directors and other Key Management
Personnel are formalised in a Service Agreement. The
major provisions of the agreement relating to
remuneration are set out below:

Employee Term of agreement | Notice period

D J Peters $309,790 Ongoing 3 months

P J Staveley! $350,000 Ongoing 6 months

J Haines $282,500 Ongoing 12 months

M Terry $255,000 Ongoing 3 months
Notes

1 Salary effective from 5 December 2017 being date of appointment as
Managing Director.

2 Service agreements are presented as at 30 June 2018.

. Share-based remuneration

Unlisted options are granted to Directors and Key
Management Personnel as part of their remuneration.
The options are not granted subject to performance
criteria, but are issued to the relevant directors and
Key Management Personnel of the Group to increase
goal congruence between executives, directors and
shareholders. All options refer to options over ordinary
shares of the Company, which are exercisable on a
one-for-one basis under the terms of the agreements.
Options granted during this financial year:

Number | Grant Number | Vestingand | Last

granted | date vested | first exercise | exercise
date date
18 April - - 17 April
2018 2023
/ Xiaojiang " - 18 April - - 17 April
2018 2023
Total -
Note:

" Options were granted on a provisional basis to Non-Executive Directors on
18th April 2018. As the remuneration is required to be approved by
shareholders, the options will be granted and issued following approval at
General Meeting in August 2018. Under accounting rules, the options were
expensed in the financial year based on the provisional grant date.

The options were provided at no cost to the recipients.
All options expire on the earlier of the expiry date or
cessation of the individual‘s employment (except
retiring directors).

Options issued in previous financial years that lapsed
or were forfeited during the current financial year:

Number of options Financial year in

forfeited (lapsed) which those options
during the year were granted

M Chatfield 25,000 2016

Notes:

' Mr Chatfield acquired 25,000 Listed Options in the May 2016 share placement
which lapsed unexercised during the period.



5. Other information

The number of options to acquire ordinary shares in the Company held during the 2018 reporting period by each of
the Group’s Key Management Personnel, including their related parties, is set out below:

Balance at Granted as Other changes | Closing balance Vested and Vested and
start of year remuneration

exercisable at unexercisable

the end of the at the end of the
reporting period reporting period

D J Peters 750,000 = - - 750,000 250,000 -
PJSlaveIeyZOOO[)OO .................. = R 2 0000001000000 ...................... -
GDEnghshZOOOOOO .................. = N 2 0000002000000 ...................... =
MChamemwzozsooo .................. R (25000) ............ 20000002000000 ......................
Zwanw ........................ e SECREEEEER = RN I R -
ZX|ao]|ang2 .................... oo SEC R = s I s =
JHamesZ(]()()OOU .................. . R 2 0000001000000 ......................
MTerry1000000 .................. = : 1000000 ............ 500000 ...................... -
Total 9,775,000 - - (25,000) 9,750,000 6,750,000 -
Notes:

"Mr Chatfield acquired 25,000 Listed Options in the May 2016 share placement which lapsed unexercised during the period.

2 Options that form part of Non-Executive Director remuneration package have been granted on a provisional basis subject to approval of shareholders in August 2018,
and as such are not reported in this table.

The number of ordinary shares in the Company during the 2018 reporting period held by each of the Group’s Key
Management Personnel, including their related parties, is set out below:

Balance at Granted as Received on Other changes’ Held at the end
start of year remuneratione exercise of the reporting

D J Peters

PJS[ave|ey2 ......................................... 550000 ..................... I [ 550000
GDEnghsh ..................... B [
MChamemz ....................................... 1308914 ..................... . 1303914
zwang ..................... I R B
znao“angs ..................... B [
JHameS ..................... . [ B
MTerry ..................... I I B
Total 1,858,914 - - - 1,858,914
Notes:

T Other changes include purchases, sales or transfers during the financial year
2 M Chatfield and P Staveley both acquired shares under the SPP in July 2018.

8 Xiaojiang has an interest in 12,470,921 shares held by Crown Ascent Development Limited due to having a 25% interest in Crown.
Date of change was 29 May 2018.

LEIGH CREEK ENERGY LIMITED ANNUAL REPORT 2018

25



26

Remuneration Report — audited

At balance date, the Group does not have any
outstanding receivables relating to loans to employees or
Key Management Personnel.

Piper Alderman lawyers were paid $82,909 (2017:
$78,015) for legal services rendered to the Group. Greg
English is a partner at Piper Alderman lawyers;

ARK Energy Ltd had a service agreement in place with
the Company for facilities and accounting services. Fees
rendered to the Company were $14,700 (2017: $32,586),
of which $9,432.85 remans unpaid at the date of this
report. Prior to joining the LCK Board, Mr Philip Staveley
resigned on 5 December from being a director of ARK
Energy Ltd prior to joining the LCK Board;

Investment Company Services Pty Ltd were paid $60,116
(2017: $Nil) for providing investor relations services to
the Group. The party is related to Mr Peters, Executive
Chairman. A market capitalisation performance fee is
payable under the contract to a maximum value of
$500,000, less any fees earned, payable in shares. This
fee is only payable if the average weighted share price
exceeds $0.30 for a consecutive 45 day period prior to
31 December 2018. The contract expires on 31
December 2018;

A related party incurred travel reimbursements totalling
$1,553. The related party, Allied Resources Partners Pty
Ltd, is related to Mr Peters, Executive Chairman;

End of audited remuneration report



Auditor’s Independence

Grant Thornton Audit Pty Ltd continues in office in

accordance with Section 327 of the Corporations Act 2001.

The auditor has not been engaged during the year for any
non-audit services which may have impaired the auditor’s

independence. The auditor’s independence declaration for

the year ended 30 June 2018 has been received and is
included in this report.

Signed in accordance with a resolution of the Board.

D J Peters
Director

Dated at Adelaide, South Australia this 22nd day of
August 2018

Corporate Governance Statement

The Board of Directors (the Board) of Leigh Creek
Energy Limited (the Company) is committed to achieving
and demonstrating the highest standard of Corporate
Governance.

The Board guides the affairs of the Company on behalf of
the shareholders by whom they are elected and to whom
they are accountable. The Board has responsibility for
the overall Corporate Governance of the Company
including its strategic direction, establishment of goals
for its management and monitoring the achievement of
those goals.

The individual Directors recognise that their primary
responsibility is to the owners of the Company, its
shareholders, while simultaneously having regard for the
interests of all stakeholders and the broader community.

The statement outlines the Company’s Corporate
Governance Practices in place during the financial year.

The Company’s statement is made based on the ASX
Corporate Governance Councils Corporate Governance
Principles and Recommendations (3rd Edition).

Although the ASX Corporate Governance Council’s
Recommendations are not mandatory, under listing rule
4.10.3 companies are required to provide a statement
disclosing the extent to which they have followed the
recommendations in the reporting period, identifying any
principles which have not been followed with reasons for
not having done so.

The statement of revised principles and the Company’s
compliance with each principle are set out in the
Company’s website www./cke.com.au
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Directors’ Declaration

1. In the opinion of the Directors of Leigh Creek Energy Limited:

a. The consolidated financial statements and notes of the company are in accordance
with the Corporations Act 2001, including:

i. Giving a true and fair view of the financial position as at 30 June 2018 and of the
performance of the Group for the year ended on that date; and

ii. Complying with Australian Accounting Standards (including the Australian
Accounting Interpretations) and the Corporations Regulations 2001; and

b. There are reasonable grounds to believe that the company will be able to pay its
debts as and when they become due and payable.

2. The Directors have been given the declarations required by Section 295A of the
Corporations Act 2001 from the Chief Executive Officer and Chief Financial Officer for
the financial year ended 30 June 2018.

3. Note 1 confirms that the consolidated financial statements also comply with
International Financial Reporting Standards.

This declaration is made in accordance with a resolution of the Board of Directors.

D J Peters
Director

Dated at Adelaide, South Australia this 22nd day of August 2018



Auditor’s Independence Declaration

° GrantThornton

Grant Thornton House
Level 3

170 Frome Street
Adelaide SA 5000

Correspondence to:
GPO Box 1270
Adelaide SA 5001

T +61 8 8372 6666
F +61 8 8372 6677
E info@sa.au.gt.com

W www.grantthornton.com.au

Auditor’s Independence Declaration

To the Directors of Leigh Creek Energy Limited

LEIGH CREEK ENERGY LIMITED ANNUAL REPORT 2018

In accordance with the requirements of section 307C of the Corporations Act 2001, as lead auditor for the audit of Leigh Creek
Energy Limited for the year ended 30 June 2018, | declare that, to the best of my knowledge and belief, there have been:

a no contraventions of the auditor independence requirements of the Corporations Act 2001 in relation to the audit; and

b no contraventions of any applicable code of professional conduct in relation to the audit.

Z / ,ém 22

Grant Thorr Audit Pty Ltd
Chartered Accountants

I'S Kemp

Partner — Audit & Asglirance

Adelaide, 22 August 2018

Grant Thornton Audit Pty Ltd ACN 130 913 594 www.grantthornton.com.au
a subsidiary or related entity of Grant Thornton Australia Ltd ABN 41 127 556 389

‘Grant Thornton’ refers to the brand under which the Grant Thornton member firms provide assurance, tax and advisory services to their clients
and/or refers to one or more member firms, as the context requires. Grant Thornton Australia Ltd is a member firm of Grant Thornton International
Ltd (GTIL). GTIL and the member firms are not a worldwide partnership. GTIL and each member firm is a separate legal entity. Services are
delivered by the member firms. GTIL does not provide services to clients. GTIL and its member firms are not agents of, and do not obligate one
another and are not liable for one another’s acts or omissions. In the Australian context only, the use of the term ‘Grant Thornton’ may refer to
Grant Thornton Australia Limited ABN 41 127 556 389 and its Australian subsidiaries and related entities. GTIL is not an Australian related entity to
Grant Thornton Australia Limited.

Liability limited by a scheme approved under Professional Standards Legislation.

29






N3 X334 HII31




32

Consolidated Statement Of Profit Or Loss And Other Comprehensive Income

Total comprehensive (loss) for the year

Earnings per share

Basic (cents per share)

Diluted (cents per share)

The accompanying notes form part of these financial statements.

2a 55,000
2 (2,711,097)
(39,951)

11 (3192,731)
(5,888,779)

3 180,645
3 (310,716)
(6,018,850)

4 )
(6,018,850)
(6,018,850)

20 (0.02)
20 (0.02)




Consolidated Statement Of Financial Position

Notes 2018 2017
$ $

Assets

Current

Total Current Assets

Non-current

Property, plant and equipment

18,825,253

282,658

11,116,539

LEIGH CREEK ENERGY LIMITED ANNUAL REPORT 2018

220,720

Total assets

Liabilities
Current

35,508,062

17,322,984

Net assets

Equity

Equity attributable to owners of the parent:

25,382,215

13,827,468

Total equity

The accompanying notes form part of these financial statements.

25,382,215

13,827,468
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Consolidated Statement Of Changes In Equity

Share Retained Share option Total
capital losses reserve equity
) $ $ $
Balance 1 July 2017 41,100,034 (28,728,710) 1,456,144 13,827,468
Total comprehensive income
Total profit or (loss) - (6,018,850) - (6,018,850)
Other comprehensive income - - - -
Total comprehensive income - (6,018,850) (6,018,850)
Transactions with members in their capacity as owners:
Issued of share capital (net of costs) 17,227,020 - - 17,227,020
Employee share based payment options - - 346,577 346,577
Total transactions with owners 17,227,020 - 346,577 17,573,597
Balance at 30 June 2018 58,327,054 (34,747,560) 1,802,721 25,382,215
Balance 1 July 2016 32,361,720 (22,969,950) 1,395,284 10,787,054
Total comprehensive income
Total profit or (loss) - (5,758,760) - (5,758,760)
Other comprehensive income - - - -
Total comprehensive income - (5,758,760) - (5,758,760)
Transactions with members in their capacity as owners:
Issued of share capital (net of costs) 8,738,314 - - 8,738,314
Employee share based payment options - - 60,860 60,860
Total transactions with owners 8,738,314 - 60,860 8,799,174
Balance at 30 June 2017 41,100,034 (28,728,710) 1,456,144 13,827,468

The accompanying notes form part of these financial statements.



Consolidated Statement Of Cash Flows

Notes 2018 2017
$ $

Cash flows from operating activities

Sundry income received

Net cash (used in) operating activities

Cash flows from investing activities

Purchase of property, plant & equipment

Net cash (used in) investing activities

Cash flow from financing activities

Issue of shares

Net cash from / (used in) financing activities

Net change in cash and cash equivalents

Cash and cash equivalents, end of year

The accompanying notes form part of these financial statements.

(15,505,604)

18,414,559

19,206,253

565,861

(4,574,659)

(126,955)

(5,709,014)

9,315,764

8,757,787
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Notes to the Financial Statements for the year ending June 30, 2018

1. Summary of significant accounting policies

The principal activity of the Group was pursuing the
development of its Leigh Creek Energy Project.

The consolidated general purpose financial
statements have been prepared in accordance with
the Corporations Act 2001, Australian Accounting
Standards and other authoritative pronouncements of
the Australian Accounting Standards Board (AASB).
Compliance with Australian Accounting Standards
results in full compliance with the International
Financial Reporting Standards (IFRS) as issued by the
International Accounting Standards Board (IASB).
Leigh Creek Energy is a for-profit entity for the
purposes of preparing the financial statements. The
financial report has been presented in Australian
dollars.

Leigh Creek Energy Limited is the Group’s Ultimate
Parent Company. Leigh Creek Energy Limited is a
listed public company, incorporated and domiciled in
Australia. The address of the registered office and its
principal place of business is Level 11, 19 Grenfell
Street, Adelaide SA 5000.

The consolidated financial statements for the year
ended 30 June 2018 were approved and authorised
for issue by the Board of Directors on 22nd August
2018.

The consolidated financial statements have been
prepared on an accruals basis and are based on
historical costs modified by the revaluation of selected
non-current assets, financial assets and financial
liabilities for which the fair value basis of accounting
has been applied.

The Group financial statements consolidate those of
the Parent Company and all of its subsidiaries as of 30
June 2018. The Parent controls a subsidiary if it is
exposed, or has rights, to variable returns from its
involvement with the subsidiary and has the ability to
affect those returns through its power over the
subsidiary. All subsidiaries have a report date of 30
June. The controlled entities are disclosed in Note 17
to the financial statements.

All inter-company balances transactions and balances
between Group companies are eliminated on
consolidation. Amounts reported in the financial
statements of subsidiaries have been adjusted where
necessary to ensure consistency with the accounting
policies adopted by the Group.

A number of new and revised standards became
effective for the first time to annual periods beginning
on or after 1 July 2017. Information on the more
significant standards is presented below.

The amendments to AASB 116 prohibit the use of a
revenue-based depreciation method for property,
plant and equipment. Additionally, the amendments
provide guidance in the application of the diminishing
balance method for property, plant and equipment.

The amendments to AASB 138 present a rebuttable
presumption that a revenue-based amortisation
method for intangible assets is inappropriate. This
rebuttable presumption can be overcome (i.e., a
revenue-based amortisation method might be
appropriate) only in two (2) limited circumstances:

a. The intangible asset is expressed as a measure of
revenue, for example when the predominant limiting
factor inherent in an intangible asset is the
achievement of a revenue threshold (for instance,
the right to operate a toll road could be based on a
fixed total amount of revenue to be generated from
cumulative tolls charged); or

b. When it can be demonstrated that revenue and the
consumption of the economic benefits of the
intangible asset are highly correlated.

The adoption of these amendments has not had a
material impact on the Group.



1. Summary of significant accounting policies continued

The Standard makes amendments arising from the
IASB’s Disclosure Initiative project. The amendments:

clarify the materiality requirements in AASB 101,
including an emphasis on the potentially
detrimental effect of obscuring useful information
with immaterial information

clarify that AASB 101’s specified line items in the
statement(s) of profit or loss and other
comprehensive income and the statement of
financial position can be disaggregated

add requirements for how an entity should present
subtotals in the statement(s) of profit and loss and
other comprehensive income and the statement of
financial position

clarify that entities have flexibility as to the order in
which they present the notes, but also emphasise
that understandability and comparability should be
considered by an entity when deciding that order

remove potentially unhelpful guidance in AASB 101
for identifying a significant accounting policy

The adoption of these amendments has not had a
material impact on the Group.

This amendment inserts scope paragraphs into
AASB 8 Operating Segments and AASB 133 Earnings
per Share in place of application paragraph text in
AASB 1057.

In July and August 2015, the AASB reissued AASB 8,
AASB 133 and most of the Australian Accounting
Standards that incorporate IFRSs to make editorial
changes. The application paragraphs in the previous
versions of AASB 8 and AASB 133 covered scope
paragraphs that appear separately in the
corresponding IFRS 8 and IAS 33. In moving those
application paragraphs to AASB 1057 when AASB 8
and AASB 133 were reissued in August, the AASB
inadvertently deleted the scope details from AASB 8
and AASB 133. This amending Standard puts the
scope details into those Standards, and removes the
related text from AASB 1057. There is no change to
the requirements or the applicability of AASB 8 and
AASB 133.

The adoption of these amendments has not had a
material impact on the Group.

The accounting standards that have not been early
adopted for the year ended 30 June 2018, but will be
applicable to the Group in future reporting periods are
detailed below. Apart from these standards, we have
considered other accounting standards that will be
applicable in future reporting periods, however they
have been considered insignificant to the Group.

This amendment alters AASB 107 Statement of Cash
Flows to require entities preparing financial
statements in accordance with Tier 1 reporting
requirements to provide disclosures that enable users
of financial statements to evaluate changes in
liabilities arising from financing activities, including
both changes arising from cash flows and non-cash
changes.

When this standard is first adopted for the year ending
30 June 2019, there will be no material impact on the
transactions and balances recognised in the financial
statements.
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Notes to the Financial Statements for the year ending June 30, 2018

1. Summary of significant accounting policies continued

AASB 9 introduces new requirements for the
classification and measurement of financial assets and
liabilities. These requirements improve and simplify the
approach for classification and measurement of
financial assets compared with the requirements of
AASB 139. The main changes are:

a. Financial assets that are debt instruments will be
classified based on:

(i) the objective of the entity’s business model for
managing the financial assets; and

(i) the characteristics of the contractual cash flows.

b. Allows an irrevocable election on initial recognition
to present gains and losses on investments in
equity instruments that are not held for trading in
other comprehensive income (instead of in profit or
loss). Dividends in respect of these investments that
are a return on investment can be recognised in
profit or loss and there is no impairment or recycling
on disposal of the instrument.

c. Introduces a ‘fair value through other
comprehensive income’ measurement category for
particular simple debt instruments.

d. Financial assets can be designated and measured
at fair value through profit or loss at initial
recognition if doing so eliminates or significantly
reduces a measurement or recognition
inconsistency that would arise from measuring
assets or liabilities, or recognising the gains and
losses on them, on different bases.

e. Where the fair value option is used for financial
liabilities the change in fair value is to be accounted
for as follows:

- the change attributable to changes in credit risk
are presented in Other Comprehensive Income
(‘ocr)

- the remaining change is presented in profit or loss

If this approach creates or enlarges an accounting
mismatch in the profit or loss, the effect of the
changes in credit risk are also presented in profit or
loss.

Otherwise, the following requirements have
generally been carried forward unchanged from
AASB 139 into AASB 9:

- classification and measurement of financial
liabilities; and

- derecognition requirements for financial assets
and liabilities.

AASB 9 requirements regarding hedge accounting
represent a substantial overhaul of hedge accounting
that enable entities to better reflect their risk
management activities in the financial statements.

Furthermore, AASB 9 introduces a new impairment
model based on expected credit losses. This model
makes use of more forward-looking information and
applies to all financial instruments that are subject to
impairment accounting.

When this standard is first adopted for the year ending
30 June 2019, there will be no material impact on the
transactions and balances recognised in the financial
statements.

This Standard amends AASB 2 Share-based Payment,
clarifying how to account for certain types of share-
based payment transactions. The amendments provide
requirements on the accounting for:

The effects of vesting and non-vesting conditions on
the measurement of cash-settled share-based
payments

Share-based payment transactions with a net
settlement feature for withholding tax obligations

A modification to the terms and conditions of a share-
based payment that changes the classification of the
transaction from cash-settled to equity-settled.

When this standard is first adopted for the year ending
30 June 2019, there will be no impact on the
transactions and balances recognised in the financial
statements.

replaces AASB 117 Leases and some lease-related
Interpretations;

requires all leases to be accounted for ‘on-balance
sheet’ by lessees, other than short-term and low
value asset leases;

provides new guidance on the application of the
definition of lease and on sale and lease back
accounting;

largely retains the existing lessor accounting
requirements in AASB 117; and

requires new and different disclosures about leases

As this Standard will be first adopted for the year
ending 30 June 2020, the company is yet to undertake
a detailed assessment of the impact of AASB 16.
Based on the company’s preliminary assessment
however, the Standard is not expected to have a
material impact on the transactions and balances
recognised in the financial statements when it is first
adopted for the year ending 30 June 2020.



. Summary of significant accounting policies continued

replaces AASB 118 Revenue, AASB 111
Construction Contracts and some revenue-related
Interpretations:

establishes a new revenue recognition model

changes the basis for deciding whether revenue
is to be recognised over time or at a point in time

— provides new and more detailed guidance on
specific topics (e.g. multiple element
arrangements, variable pricing, rights of return,
warranties and licensing)

expands and improves disclosures about
revenue

As this Standard will be first adopted for the year
ending 30 June 2019, there will be no material impact
on the transactions and balances recognised in the
financial statements.

There are no other standards that are not yet effective
and that are expected to have a material impact on
the entity in the current or future reporting periods and
on foreseeable future transactions.

At each reporting date, the group reviews the carrying
values of its assets to determine whether there is any
indication that those assets have been impaired. If
such an indication exists, the recoverable amount of
the asset, being the higher of the asset’s fair value
less costs to sell and value in use, is compared to the
asset’s carrying value. Any excess of the asset’s
carrying value over its recoverable amount is
expensed to the statement of profit or loss and other
comprehensive income. Where it is not possible to
estimate the recoverable amount of an individual
asset, the group estimates the recoverable amount of
the cash-generating unit to which the asset belongs.

The Board has considered the requirements of AASB
8 Operating Segments and the internal reports that
are reviewed by the chief operating decision maker
(the Board) in allocating resources and has concluded
at this time that there are no separately identifiable
segments.

Revenues, expenses and assets are recognised net of
the amount of GST, unless the GST incurred is not
recoverable from the Australian Tax Office. In these
circumstances the GST is recognised as part of the
cost of acquisition of the asset or as part of an item of
the expense.

Receivables and payables in the statement of financial
position are shown inclusive of GST. The net amount
of GST recoverable from the Australian Tax Office is
included with other receivables in the statement of
financial position.

Cash flows are presented in the cash flow statement
on a GST inclusive basis.

Unless otherwise required by an accounting standard
comparative information is disclosed in respect of the
previous corresponding period, including for narrative
and descriptive information. To the extent that items
are amended or reclassified comparative amounts are
also amended or reclassified. Prior period errors are
retrospectively corrected in the next financial report
following discovery.
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Notes to the Financial Statements for the year ending June 30, 2018

1. Summary of significant accounting policies continued

When preparing the financial statements, management
undertake a number of judgements, estimates and
assumptions about the recognition and measurement
of assets, liabilities, income and expenses. The areas
involving significant estimates and assumptions are
listed below:

Judgement is required to ensure that the carrying
value of Exploration and Evaluation assets does not
exceed the recoverable amount. Factors considered
in this judgement are:

a) the period for which the entity has the right to
explore in the specific area has expired or will
expire in the near future;

b) substantive expenditure on further exploration for
and evaluation of mineral resources in the
specific area is neither budgeted nor planned;

c) exploration for and evaluation of mineral
resources in the specific area have not led to the
discovery of commercially viable quantities of
mineral resources and the entity has decided to
discontinue such activities;

d) sufficient data exists to indicate that, although a
development in the specific area is likely to
proceed, the carrying amount of the exploration
and evaluation asset is unlikely to be recovered
in full from successful development or by sale.

Management has made a judgement that, given
these factors, the balance of Exploration and
Evaluation assets is not impaired.

The valuation for accounting purposes of Share
Based Payments relies on a number of factors that
cannot be accurately measured. These include:

a) the volatility of the LCK share value;

b) the probability that vesting conditions/milestones
will be met;

c) the probability that the employee will remain
employed with the company until the expiry date
of the options;

d) the probability that the employee will exercise
their options.

Final judgement about vesting of the options is
retained by the Board. Management has assessed
each of these factors and made judgements on
what factors are used for the calculation.



2. Other revenue and expenses

Other revenue is recognised on an accruals basis and is recognised at the time the right to receive payment is
established.

Other expenses represent costs incurred for the administration of the business. Costs relating to the project have
been capitalised to Exploration and Evaluation expenditure (as shown in Note 8).

2018 2017
$ $

a) Other revenue

Grants 55,000 20,000
— Fa. rva| Ue .t.o. P&L ( fmanm a| assets) ............................................................................................. e 1 0875 .
— D|sposa| Of f |xed assets .......................................................................................................... e 2 2856 .
— '|' mal Ot her r eve nue .................................................................................................... 55 000 ................. 53731 .

b) Other expenses

Accounting and audit 164,948 142,343
_— Commumcanons Costs .................................................................................................... 52292 .................. 5 4905
- Corporate adwsory ....................................................................................................... 574330 ................ 371302
_— s(mwar e & . Other ........................................................................................................... 4 7619 .................. 8 7506 .
_— Consu |t|ngandlega| expense .......................................................................................... 4236 27 ................ 424631 .
- |nsurance ................................................................................................................. 11 07 04 .................. 7 1553 .
_— |nvestor re|anons ......................................................................................................... 259169 ................ 3311 76 .
_— L|st|ng & reg|stry f ees ................................................................................................... 11 87 08 .................. 5 11 40 .
_— Occupancy expense ..................................................................................................... 3587 53 ................ 44 9651 .
- Pr |nt|ng and Oﬁl Ce Supp“es ............................................................................................... 52840 .................. 2 7828 .
- T rave |. and accommOda“ On ............................................................................................. 2985 03 ................ 34 6772 .
_— Sundry .................................................................................................................... 244604 ................ 212877
_— T ota| Ot her expense s ............................................................................................... 27 11 097 ............. 2 581 694 .
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Notes to the Financial Statements for the year ending June 30, 2018

3. Finance income and finance costs

Finance income includes interest revenue which is recognised on an accruals basis taking into account
the interest rates applicable. It is recognised at the time the right to receive payment is established.

Finance costs include interest paid and amortised borrowing costs from financing arrangements. Costs
incurred in relation to the arrangement are amortised using the effective interest method, over the life of
the loan.

2018 2017
$ $

a) Finance income
Interest earned 180,645 54,011

Total finance income 180,645 54,011

b) Finance costs

Interest paid - 5,288
Amortised borrowing costs 310,716 72,817
Total finance costs 310,716 78,105

42



4. Income tax

Deferred taxes are not recognised in the accounts. As the Group has significant carried forward tax losses, it
does not have sufficient taxable temporary differences which will result in taxable amounts against which the
unused tax losses can be utilised.

The amount of benefits which may be realised in the future is based on the assumption that no adverse

change will occur in income taxation legislation and the anticipation that the economic entity will derive

sufficient future assessable income to enable the benefit to be realised and comply with the condition of
deductibility imposed by the law.

Leigh Creek Energy Limited and its wholly owned Australian subsidiaries are part of a tax-consolidated
group under Australian taxation law.

2018 2017
$ $

a) Numerical reconciliation of income tax expense to prima facie tax payable
Loss before income tax (6,018,850) (5,758,760)

Permanent differences:

Entertainment non deductible 16,687 10,986
N s hareba%d paymems ................................................................................................ 95309 .................. 1 6736 .
......... Fa|rva|uead1ustmemformvestmems(2985)
..... Movementmunrecogmsedtaxassetsand||ab|||t|es666949(386139)
—_ TaX lossnm r ecogm sab|e ............................................................................................... 804335 .............. 1 425033 g
—_ Under/(o\/er) pro\”dedm pnoryear ...................................................................................... 71 \ 904 ................ 519028
—_ Aggregal .P; mcomem expense .............................................................................................. e -

b) Tax losses

Unused tax losses for which no deferred tax asset has been recognised

Revenue losses 16,775,866 15,819,969

Capital losses 50,729 50,729

The Group considers that in the future it will be generating taxable income to utilise carried forward tax
losses, however, it does not meet the recognition criteria. Additionally, the carried forward tax losses can
only be utilised in the future when taxable income is being generated, if the continuity of ownership test is
passed, or failing that, the same business test is passed.
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Notes to the Financial Statements for the year ending June 30, 2018

5. Cash assets

Cash and cash equivalents include cash on hand, deposits held at call and term deposits with banks.

2018 2017
$ $

Bank balances 1,087,392 307,787
Term deposits' 8,236,256 8,450,000
Cash and cash equivalents in the statement of cashflows 9,323,648 8,757,787
Notes:

" Includes $480,138 of restricted cash to support a bond and credit card facility.
2 Term deposits comprise cash balances with an original maturity of less than three months.

6. Trade and other receivables

Trade receivables are recognised initially at fair value. At balance date, no receivables were considered to be
outstanding or impaired.

2018 2017
$ $

Trade debtors 9,433 26,400

.G ST recoveram .e .............................................................................................................. 2501 65 ................ 127032 .
.P. repaym em S .................................................................................................................... 51 697 .................. 2 31 42 .
.F.{ &D tax mcemlverecewable ............................................................................................. 901 0220 .............. 2135457 .
.(.) ther debtors ................................................................................................................... 37656 .................. 4 6721 .
Tm a | Trade an d ome ”ecewables .................................................................................. 9’3 59’ 171 ............. 2’358’ 752 .



7. Property, plant and equipment

Each class of property, plant and equipment is carried at cost, where applicable, less any accumulated
depreciation and impairment losses.

Plant and equipment are shown at historical cost less accumulated depreciation and accumulated impairment.
Cost includes expenditure that is directly attributable to the acquisition of the assets.

The carrying amount of plant and equipment is reviewed annually to ensure it is not in excess of the recoverable
amount from these assets. The recoverable amount is assessed on the basis of the expected net cash flows that
will be received from the asset’'s employment and subsequent disposal. The expected net cash flows have been
discounted to their present values in determining recoverable amounts.

Depreciation is calculated using the straight-line method to allocate their cost over their estimated useful lives,
as follows:

e Plant and equipment 5-33%
. MOt Or Veh|(;|es ........................................................................................................................................... 15%
. Leasehm d lmprovemem ................................................................................................................................. 4 5% -

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each reporting date. Gains
and losses on disposal of property, plant and equipment are determined as the difference between the disposal
proceeds and the carrying amount of the assets (including impairment provision) and are recognised in the profit or
loss with Other Income or Other Expenses.

2018 2017
$ $

Cost

Balance at 1 July 2017 506,172 515,695
Add mons ...................................................................................................................... 11 7894 ................ 126956 y
Transfers ............................................................................................................................... 115
.[.) |sposa|s .............................................................................................................................. e (136594)
Balanceat3ﬂ,jun32(]18624066 ............... 505172
Accumulated depreciation & impairment

Balance at 1 July 2017 285,452 303,470

.l mpaument ba|ance ................................................................................................................... s 9 9285 y
.[.) epremahon .................................................................................................................... 56016 .................. 3 9873
Transfers ............................................................................................................................... 115
.l mpa"mem m ovemem ................................................................................................................ R (55963) .
.D. |3posa|3 ........................................................................................................................... (60) .............. (101323)
Ba|anceat3u,junezo1s341403 ............... 285452
Carrying amounts

At1 July 2017 220,720 -
/.\t 30 Ju ne 201 g ............................................................................................................. 232558 ................ 220720 y
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Notes to the Financial Statements for the year ending June 30, 2018

8. Exploration and evaluation expenditure

Exploration and evaluation expenditure incurred is accumulated in respect of each identifiable area of
interest. These costs are only carried forward to the extent that right of tenure is current and those costs are
expected to be recouped through the successful development of the area (or, alternatively by its sale) or
where activities in the area have not yet reached a stage which permits reasonable assessment of the
existence of economically recoverable reserves and operations in relation to the area are continuing.

When production commences, the accumulated costs for the relevant area of interest are amortised over the
life of the area according to the rate of depletion of the economically recoverable reserves.

Accumulated costs, in relation to an abandoned area, are written off in full against profit in the period in
which the decision to abandon the area is made.

2018 2017
$ $

Balance at opening 5,985,725 2,450,480

|_|cence fees ..................................................................................................................... 8748 ................... 71 93 .
.C. ostscapn a||sedforFeas|b| m y smd|es ................................................................................... 915489 ................ 503937
Costscap|ta||sedfor|_CEP18537324 .............. 5950201
Less R&D tax concessmn rebates ....................................................................................... (9 0481 35) ............ (29261 41 ) .
malexplora“o“andevalua“onexpend“ure16400151 ............. 5935725

During the year the Company applied for R&D Tax Incentives through Auslindustry in relation to eligible
research expenditure incurred during 2017/18 for the Leigh Creek Energy Project. The tax incentive received
during the year is a refundable tax credit and has been credited to Exploration and Evaluation capitalised
expenditure ($2,173,372). Additionally, the Company has booked a receivable ($9,010,220) in relation to
eligible R&D expenditure for the period up to and including 30 June 2018 which has been reviewed
externally to ensure it is in accordance with the relevant criteria.

. Trade and other payables

Trade and other payables consist of the following:

2018 2017
$ $

Trade payables 1,410,581 1,036,393

6 ther payables ................................................................................................................. 53594 .................. 4 5942 .
.A. ccrua|s ..................................................................................................................... 4 2930 83 ................ 574633 .
m a | Trade and Otherpava b|es ...................................................................................... 57 57 253 ............. 1556 968 .



10. Borrowings

Borrowings are recognised initially at fair value less attributable transaction and finance costs.

Subsequent to initial recognition, Borrowings and loans are stated at amortised cost, with any difference
between cost and redemption value being recognised in the profit or loss over the period of the loan on
an effective interest basis. Loans with a determinable payment due less than twelve months from reporting
date are classified as current liabilities.

Transaction and finance costs include ancillary costs incurred in connection with the arrangement of
loans, interest payable and facility line fees payable on the loan.

2018 2017
$ $

Current

R&D working capital facility 3,830,000 1,540,049
'rm a | |o ans ................................................................................................................ 33 30 000 ............. 1540 049 y
Loans

R&D working capital facility — available 6,500,000 2,000,000
.F.{ &D Workmg Cap|ta| fam m y,und rawn ................................................................................. (2 670000) .............. (390000) .
Loansm awn ........................................................................................................... 3330 000 ............. 1510000
LeSS unamo msed t ransact. On Costs ................................................................................................ R (69951) .
.(.: a"v' ng amoum at3|],junezo18 ................................................................................... 33 30 000 ............. 1540049 ;

The Company has a working capital facility with the Commonwealth Bank of Australia (CBA) to bring
forward access to refundable R&D tax concessions. This has provided LCK with the flexibility to bring
forward its tax offsets by providing a draw down on eligible expenditure and for CBA to be repaid from the
company’s taxation return rebate. In June 2018 LCK extended the Facility to December 2019 and the
facility limit was increased to $10.5m. Following receipt of the 2017/18 ATO rebate and clean down of the
Facility the limit will decrease to $3.6m to match anticipated 2018/19 tax rebates. A total of $3,830,000 was
drawn under the extended facility as at 30 June 2018. The receivable due from the R&D rebate is
$9,010,220 for the year.
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Notes to the Financial Statements for the year ending June 30, 2018

11. Employee remuneration

2018 2017
$ $

Wages, salaries (inc. on-costs) 2,651,217 2,890,950

é uper annuanon ............................................................................................................... 1949 37 ................ 21 9642 .
.S. harebased payments ...................................................................................................... 346577 .................. 6 0360 .
m a | employee be nem expense ..................................................................................... 31 92 731 ............. 3171 452 .

Under the Company’s Accounting for Exploration policy, labour costs relating to the LCEP are capitalised.
The total staff cost was $5,759,766 (2017 : $5,208,931).

Share based compensation benefits are provided to employees of the Company. The fair value of the
options granted under the plan is recognised as an employee benefit expense with a corresponding
increase in equity (Share Option Reserve). The fair value is measured at grant date and recognised over
the period during which the employees become entitled to the underlying options.

The fair value at issue date is calculated using the Trinomial option pricing model that takes into account
the share price at issue date, the exercise price, the term until expiry, estimate of implied volatility, the
vesting and performance criteria and the non-tradeable nature of the option. At each balance sheet date,
the Company revises its estimate of the number of options that are expected to become exercisable.

2018 2017

Outstanding at beginning of the year 16,445,000 14,250,000

Forfened ...................................................................................................................... (7287 50 ) ............ (2000000) .

.l Ssued s SR 6360 00 .............. 4195000 .

Exer C |sed ............................................................................................................................... e B

15352250 ........... 15445000
Notes:

" Excludes 4,000,000 director options and 1,000,000 company secretary options (related party) granted 18th April 2018, with issue
subject to shareholder approval on 22nd August 2018, expensed during the period in accordance with accounting standard.



11. Employee Remuneration continued E
N
&
(@)
Q.
B :
Grant date 15 October 2015 1 December 2015 1 December 2015 §
....................................................................................................................................................................... =
Number issued 2,000,000 2,000,0000 10,250,000 E
....................................................................................................................................................................... [
Share price at grant date $0.17 $0.23 $0.23 §
Volatility (average)® 70% 70% 70% §
....................................................................................................................................................................... :
Fair value at issue date $0.08 $0.02 $0.04 -
....................................................................................................................................................................... w
Exercise price $0.2121, $0.25? $1.50 $0.30 3
....................................................................................................................................................................... =
Exercisable from 22 October 2015 31 July 20163 31 July 2016° 2
Exercisable to 14 October 2020* 31 July 2020 30 November 2020
Notes:

" Exercise price for Tranche 1 was the greater of $0.20 and 10% premium to the 5 day VWAP up to 26 May 2015.
2 Exercise price for Tranche 2 was the greater of $0.25 and 20% premium to the 5 day VWAP up to 26 May 2015.

3 Options vest at 25% per year on 31 July 2016, 31 July 2017, 31 July 2018 and 31 July 2019 if vesting
conditions (milestones) are achieved.

“Tranche 1 expiry date is 14 October 2019, and Tranche 2 expiry date is 14 October 2020.

5 A volatility curve was used for calculations.

Grant date 11 July 2016 4 Qctober 2016 10 July 2017
Number |33ued ............................................................................... 1950004000000 .................... 536000
.S. harepr .Ce at gramdate ....................................................................... $o 1 9 ...................... $0 13 ....................... $01 .1. y
v0|at|||ty(average)3 ............................................................................... 70%70% ......................... 70%
Fa” Va|ue at .ssuedate ......................................................................... $004 ...................... $0 03 ....................... $002 y
Exemlsep”ce ............................................................................ $049$030$035$045 ....................... $030
Exer c|sab|e from ....................................................................... 1 1 JU |y20 1 61 .......... 1 0 october 2016 .............. 31 Ju|y20 1 82 .
Exerusameto30November2020 ......... 1ooct0ber202130November2020

Notes:

! gcpr:iigC:dYESt at 25% per year on 31 July 2016, 31 July 2017, 31 July 2018 and 31 July 2019 if vesting conditions (milestones) are

2 Options vest at 33% per year on 31 July 2018, 31 July 2019 and 31 July 2020 if vesting conditions are achieved.
3 A volatility curve was used for calculations.
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11.

12.

Employee Remuneration continued

Provision is made for the Group’s liability for employee benefits arising from services rendered by
employees to reporting date. These benefits include wages, salaries and annual leave. Where these
benefits are expected to be settled within 12 months of the reporting date, they are measured at the
amounts expected to be paid when the liabilities are settled. The provision has been recognised at the
undiscounted amount expected to be paid.

In relation to employee benefits arising for employees directly involved in the exploration project, these
indirect costs have been capitalised to the project.

2018 2017
$ $

Liability for annual leave 288,019 198,569
Provision for bonus 250,565 99,930
Total employee benefit liability 538,584 298,499

Issued Capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares
is shown in equity as a deduction from the proceeds.

The company has granted unlisted options to employees in respect of their employment contracts. The
fair value of the options granted is recognised as an employee benefits expense with a corresponding
increase in equity (Share Option Reserve). The fair value is measured at grant date and recognised over
the period during which the employees become unconditionally entitled to exercise the option. Fair value
is determined by the use of a Trinomial option pricing model.

Ordinary shares participate in dividends and the proceeds on winding up of the parent entity in proportion
to the number of shares held. At the shareholders’ meeting each ordinary share is entitled to one vote
when a poll is called, otherwise each shareholder has one vote on a show of hands. All issued shares are
fully paid. All unissued shares are ordinary shares of the Company.

2018 2017
$ $

452,780,603 (2017 : 332,368,051)

Ordinary shares 61,423,690 43,009,130
Share issue costs (3,096,636) (1,909,096)
Total issued capital 58,327,054 41,100,034

Additional shares were issued during 2018 in relation to capital raising activities. In March 2017, Leigh
Creek Energy signed a subscription agreement with China New Energy Group Limited (CNE) for the issue
of 136.3 million Leigh Creek Energy Limited Ordinary Shares in three tranches at an average issue price of
$0.147 per share. On 27 October 2017, China New Energy Group Limited (CNE) completed the final
tranche of their $20 million investment in the Company increasing their interest to 32.78% of capital on
issue. CNE are a related party. Additionally, the Company has placed 36.9 million shares with
sophisticated and professional investors.



12.  lIssued Capital continued 2
Q
=

Type of share issue Date of issue No of ordinary shares Issue price Share capital &
on issue $ $ ;

>

Opening balance 1 July 2017 332,368,051 41,100,034 g
Share issue 16 August 2017 17,000,000 $0.15 2,550,000 E
....................................................................................................................................................................... s
Share issue 27 October 2017 66,544,905 $0.15 9,981,736 E
....................................................................................................................................................................... >
Share issue 25 June 2018 36,867,647 $0.16 5,882,824 E
....................................................................................................................................................................... =
Share issue costs (1,187,540) E
....................................................................................................................................................................... o
Issued capital 452,780,603 58,327,054 :
S

]

at the end of the financial year, unissued shares of the Group under option are:

Expiry date Exercise price Number of shares

31 October 2018 $0.20 1,500,000

310Ct0ber2018$022 .................... 1500000
31oct0ber2018$024 .................... 1500000
3100t0ber2018$026 .................... 1500000
11May2019$030 .................... 1500000
140Ct0ber2019$0212 .................. 1000000
140Ct0ber2020$025 .................... 1000000
31JU|y2020$150 .................... 1250000
30November2020$030 .................... 8655000
30November2020$049 ...................... 141250
BMay2021$030 ...................... 800000
1ooct0ber2021$035 .................... 2000000
100Ct0ber2021$045 .................... 2000000
30N0V€mber2020$030 ...................... 306000
Tm .a. | ............................................................................................................................................... 24,652, 250 .

Options granted under the Employee Share Option Plan will typically expire on the earlier of the expiry date or
termination of the employee’s employment (unless the employee is a retiring director). For employees that are
made redundant, their future unvested tranches are still able to vest (if conditions are met).

A number of listed options (17,687,463 at an exercise price of $0.50) were issued as part of the prospectus for
the capital raising finalised in May 2016. These options lapsed unexercised on the 6th June 2018 and as such
there are nil listed options over shares of the Group at the end of the financial year.

Management objectives when managing capital are to ensure that the Group can fund the development of its
operations.

The Group manages the capital structure and makes adjustments to it in light of the forecast cash requirements
of the development programme. To that end, internal capital rationing is complemented by capital raising
activities as required to ensure funding for development activities is in place.

There are no externally imposed capital requirements.
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13. Reserves

The share option reserve is used to recognise the fair value of options granted to employees and
consultants but not exercised. Upon exercise of the options, the proceeds are allocated to share capital.

2018 2017
$ $

Share option reserve 1,802,721 1,456,144

Total reserves 1,802,721 1,456,144

A breakdown of the share option reserve is as follows':

No of Options 2018
$

Directors 6,750,000 247,314

Employees .................................................................................................................. 5 8860 00 ................ 507644 .

For mer employees ......................................................................................................... 3 71 5250 ................ 353845 .

.C. Onsu“ ams ................................................................................................................. 8 300000 ................ 588918

Tota|24552250 ............. 1802721
Notes:

' Director and employee components include expense related to 4,000,000 director options and 1,000,000 company secretary
options (related party) granted 18th April 2018, with issue subject to shareholder approval on 22nd August 2018, expensed during
the period in accordance with accounting standard.

14. Commitments for expenditure

Lease payments for operating leases, where substantially all the risks and benefits remain with the
lessor, are charged as expenses in the periods in which they are incurred. The Company does not
have any leases over property, plant or equipment where lease arrangements would be classed as
finance leases.

2018 2017
$ $

Operating lease commitment
Not longer than 1 year 249,261 296,687

Longer than 1 year and not longer than 5 years 12,529 31,043

The Group has no contingent liabilities at the year end.

Capital commitments relates to expenditure commitments for the Leigh Creek Energy Project
(LCEP) outstanding at balance date.

2018 2017
$ $

Leigh Creek Energy Project 1,037,042 1,344,730



14 Commitments for expenditure continued

The company held bank guarantees with the Minister for Mineral Resources and Energy of $184,000 dated
3 January 2018, and $170,000 dated 7 May 2018, the Department of State Development of $50,000 dated
13 July 2018, and Knight Frank of $69,803 dated 7 September 2017. Under the terms of tenement
registration and renewal, tenements have commitments to work requirements. The commitment to work
requirements at Leigh Creek is included above.

15.

There are no other commitments at balance date for expenditure by the Group.

Financial assets and liabilities

Financial assets and financial liabilities are recognised when the Group becomes a party to the
contractual provisions of the financial instruments, and are measured initially at fair value adjusted
by transactions costs, except for those carried at fair value through profit or loss, which are
measured initially at fair value. Subsequent measurement of financial assets and financial liabilities
are described below.

Financial assets are derecognised where the contractual rights to receipt of cash flows expires or
the asset is transferred to another party whereby the entity no longer has any significant continuing
involvement in the risks and benefits associated with the asset. Financial liabilities are derecognised
where the related obligations are either discharged, cancelled or expire. The difference between the
carrying value of the financial liability extinguished or transferred to another party and the fair value
of consideration paid, including the transfer of non-cash assets or liabilities assumed, is recognised
in the profit or loss.

At each reporting date, the group assesses whether there is objective evidence that a financial
instrument has been impaired. In the case of available-for-sale financial instruments, a prolonged
decline in the value of the instrument is considered to determine whether impairment has arisen.
Impairment losses are recognised in the profit or loss.

The carrying amount of financial assets and liabilities in each category are as follows:

Financial assets Notes Assets at fair value Financial assets at Total
through profit or loss amortised cost

30 June 2018

Trade and other receivables - 9,359,171 9,359,171

Cashandcashequ|va|ems ......................................... 59323648 ................... 9323648
B R 13632319 ................ 13632319

through profit or loss

30 June 2018

Current borrowings 10 - 3,830,000 3,830,000

Tradeandotherpayames ........................................... 95757263 ................... 5757253
B R g 537253 .................. 9537263

LEIGH CREEK ENERGY LIMITED ANNUAL REPORT 2018
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15. Financial assets and liabilities continued

Financial assets Notes Assets at fair value Financial assets at Total
through profit or loss amortised cost

30 June 2017

Trade and other receivables - 2,358,752 2,358,752
Cashandcashequwa|ems ......................................... 5 ............................... 3757787 ................... 8757787
B R S 11116539 ................ 11116539

through profit or loss

30 June 2017

Current borrowings 10 - 1,610,000 1,610,000
Trade and Other payames ........................................... 9 ............................... 1 533405 ................... 1533405
3148405 .................. 3143405

Financial assets at FVTPL include financial assets that are either classified as held for trading or that meet
certain conditions and are designated at FVTPL upon initial recognition. Assets in this category are
measured at fair value with gains or losses recognised in profit or loss. The fair values of financial assets
in this category are determined by reference to active market transactions.

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market and are stated at amortised cost.

The risk management of treasury functions is managed by the Audit and Risk Committee.

The Group’s financial instruments are exposed to a variety of financial risks, being Market risk (Interest
rate and Price risk), Credit risk and Liquidity risk. The Group operates mainly in Australia and as such is
not subject to foreign exchange risk.

The Group’s exposure to interest rate risk, which is the risk that a financial instrument’s value will
fluctuate as a result of changes in market interest rates on classes of financial assets and liabilities, is
summarised in the table above.

Sensitivity: At June 30, 2018, if interest rates on cash and term deposits had changed by -/+ 10 basis
points from the year end rates with all other variables held constant post tax loss and total equity would
have been $19,926 more/less as a result of lower/higher interest income.

At June 30, 2018, if interest rates on borrowings had changed by -/+ 10 basis points from the year end
rates with all other variables held constant post tax loss and total equity would have been $944 more/
less as a result of lower/higher interest expense.

Exposure to credit risk relating to financial assets arises from the potential non-performance by
counterparties of contract obligation that could lead to a financial loss to the Group. The Group’s
maximum exposure to credit risk is its cash and cash equivalents and receivables as noted in the table
above. The group manages its credit risk by depositing with reputable licenced banks.



15. Financial assets and liabilities continued

Liquidity risk arises from the possibility that the Group might encounter difficulty in settling its debts or
otherwise meeting its obligations related to financial liabilities. The Group manages liquidity risk by
monitoring forecast cash flows and ensuring that adequate sources of funding are available.

Maturity of the group’s financial liabilities is within 1 year.

16. Notes to the Statement of Cash Flows

For the purposes of the statement of cash flows, cash includes cash on hand and in banks and
investments in money market instruments. Cash at the end of the financial year as shown in the statement
of cash flows is reconciled to the related items in the statement of financial position as follows:

2018 2017
$ $

Bank balances and short term deposits 9,323,648 8,757,787

LEIGH CREEK ENERGY LIMITED ANNUAL REPORT 2018

The weighted average effective interest rate on bank deposits is 1.36% (2017: 1.88%). All deposits are for less than
12 months.

2018 2017
$ $

Loss after income tax (6,018,850) (5,758,760)

Cash flows excluded from loss attributable to operating activities:

Non-cash flows in operating loss

Depreciation expense 39,951 35,251
- snarebased paymems .................................................................................................... 346577 .................. 6 0860 .
- |mpa| rmem Change ................................................................................................................. e (55968) .
Fa| rva|ue assets Change ........................................................................................................... s (1 0 875)

Change in assets and liabilities

Decrease/(Increase) in receivables / prepayments (1,905,283) (13,407)
- |ncrease/( Decrease) m payables ....................................................................................... 4 162733 ................ 994260 g
- |ncrease/( Decrease) m prowsms ........................................................................................ 240034 ................ 173930 .
Net Cash (used in) / provided by operating activites (3134788)  (4574,659)
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17. Parent entity disclosures

Country of incorporation | Class of share Interest held

Bonanza Gold Pty Ltd Australia Ordinary

Le|gh Cr eekoperanons Pty |_td 2000 NN A .U.S.t.r.a.l.ié ....................... Ordmary .............................................................................
$ $

Parent Entity

Asset

Current assets 18,086,987 10,953,732

Noncurremassmsﬁ560147 .............. 4407387

Tota|assetszgs47134 ........... 15351119

Liabilities

Current liabilities 4,996,516 2,265,234

.N Oncurrem ||ab| m |es ................................................................................................................ R -

m a | " ab| |mes ........................................................................................................... 49 96 515 ............. 2255 234 .

Equity

Issued capital 56,717,813 65,640,664

.S. hare 0pt|0nreserve ....................................................................................................... 1 302721 ............... 1 51 8294 .

Accumu|ated|osses(33869916) .......... (54163073)

Shareholderequny24650618 ........... 13095885

Financial performance

Profit (loss) for the year (6,018,063) (5,758,760)
Other comprehensive income - -
Total comprehensive income (6,018,063) (5,758,760)

The parent entity has not entered into a deed of cross guarantee nor are there any contingent liabilities
at the year end.



18. Related party transactions

Key management of the Group are the executive members of the Group’s Board of Directors and
members of the management team. Key management personnel remuneration includes the following

expenses:
$ $
Total short term employee benefits 1,477,356 1,357,635
Tota| postem p |oyment benems ............................................................................................ 121 996 ................ 4451 37 .
.S. harebased payments ...................................................................................................... 267525 ................. (22816)
Tot a | Remu neramn .................................................................................................... 18 55 877 ............. 1779 955 g

The amounts disclosed in the table are the amounts recognised as an expense during the reporting year.

Transactions between related parties are on normal commercial terms and conditions no more favourable
than those to other parties, unless otherwise stated:

i) Piper Alderman lawyers were paid $82,909 (2017: $78,015) for legal services rendered to the Group.
Greg English is a partner at Piper Alderman lawyers;

i) ARK Energy Ltd had a service agreement in place with the Company for facilities and accounting
services. Fees rendered to the Company were $14,700 (2017: $32,586). Mr Philip Staveley resigned
on 5 December from being a director of ARK Energy Ltd;

i) Investment Company Services Pty Ltd were paid $60,116 (2017: $Nil) for providing investor relations
services to the Group. The party is related to Mr Peters, Executive Chairman. A market capitalisation
performance fee is payable under the contract to a maximum value of $500,000, less any fees earned,
payable in shares. This fee is only payable if the average weighted share price of $0.30 for 45 days is
exceeded. The contract expires on 31 December 2018;

iV

—

A related party incurred travel reimbursements totalling $1,553. The related party, Allied Resources
Partners Pty Ltd, is related to Mr Peters, Executive Chairman.

LEIGH CREEK ENERGY LIMITED ANNUAL REPORT 2018
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19. Auditor’s remuneration
During the year the following fees were paid or payable for services provided by the Auditor of the Group:

Other services 55,750 -

During the year, Grant Thornton Audit Pty Ltd, the Company’s auditors, did undertake a review of the
Employee Share Option Plan in addition to their statutory audit duties. Grant Thornton Corporate
Finance Pty Ltd (Sydney) prepared an Independent Expert Report in July 2017.

20. Earnings per share

Basic earnings per share is calculated by dividing the profit (loss) attributable to equity holders
excluding any costs of servicing equity other than ordinary shares, by the weighted average number
of ordinary shares outstanding during the year.

Diluted earnings per share adjusts the figures used in the determination of basic earnings per share to
take into account the weighted average number of shares assuming conversion of all dilutive potential
ordinary shares.

The calculation of basic loss per share at 30 June 2018 was based on the loss attributable to ordinary
equity holders of $6,018,850 (2017: $5,758,760) and a weighted average number of ordinary shares
outstanding during the 12 months of 392,533,489 (2017: 279,894,514).

The calculation of diluted loss per share at 30 June 2018 is the same as basic diluted loss per share.
In accordance with AASB 133 Earning per share, as potential ordinary shares may result in a situation
where their conversion results in a decrease in the loss per share, no dilutive effect has been taken
into account. Potential ordinary shares relating to listed and unlisted options at 30 June 2018 totalled
24,652,250 (2017: 42,432,463).

2018 2017
$ $

Loss used to calculate basic EPS (6,018,850) (5,758,760)
Basic earnings per share — cents per share (0.02) (0.02)
Diluted earnings per share — cents per share (0.02) (0.02)

Weighted average number of shares used as denominator

Weighted average number of ordinary shares outstanding during the year

used in calculating basic EPS 392,533,489 279,894,514

Shares deemed to be issued for no consideration n respect of share based payments 24652500 24,745,000
|_|3ted 0pt|0ns |ssued for no con3|der a“ On ......................................................................................... . 17687463 .
Weighted average number of shares used in diluted earnings per share M7185739 322326977



21. Matters subsequent to the end of the year
A total of 9,510,000 new ordinary shares were issued to participating shareholders at A$0.16 per
Share under the SPP on 20 July 2018. The Company reserved the right to place the unsubscribed
balance of the SPP.

1. On 30 July 2018 a total of 9,240,000 new ordinary shares were issued to institutional and
sophisticated investors who are primarily existing shareholders of the Company at A$0.16 per
Share, to place the shortfall from the SPP.

2. Employee Share Options were issued on 18 July 2018 — total of 5,790,000 options issued at an
exercise price of $0.251, expiring on 16 July 2022.

3. A General Meeting was held on 22 August 2018 to approve a placement to CNE of 27,126,447
shares at 16 cents per share to raise $4.34m. Upon approval and placement, CNE return to its
percentage shareholding pre-capital raising of 32.78%. In addition, shareholders were asked to
approve the issue of 4,000,000 unlisted options to directors and 1,000,000 to the Company
Secretary at an exercise price of $0.35 expiring on 17 April 2023, and 5,000,000 unlisted options to
executive directors at an exercise price of $0.246 expiring on 3 July 2022.

LEIGH CREEK ENERGY LIMITED ANNUAL REPORT 2018

22. Company details
The registered office and principal place of business is:

Leigh Creek Energy Limited
Level 11, 19 Grenfell Street
Adelaide, South Australia 5000
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Independent Audit Report

GrantThornton

Grant Thornton Audit Pty Ltd
Grant Thornton House

Level 3

170 Frome Street

Adelaide, SA

5000

T +61 8 8372 6666
F +61 8 8372 6677

Independent Auditor’s Report

To the Members of Leigh Creek Energy Limited

Report on the audit of the financial report

Opinion

We have audited the financial report of Leigh Creek Energy Limited (the Company) and its subsidiaries (the Group), which
comprises the consolidated statement of financial position as at 30 June 2018, the consolidated statement of profit or loss
and other comprehensive income, consolidated statement of changes in equity and consolidated statement of cash flows
for the year then ended, and notes to the consolidated financial statements, including a summary of significant accounting
policies, and the Directors’ declaration.

In our opinion, the accompanying financial report of the Group is in accordance with the Corporations Act 2001, including:

a giving a true and fair view of the Group’s financial position as at 30 June 2018 and of its performance for the year
ended on that date; and

b complying with Australian Accounting Standards and the Corporations Regulations 2001.

Basis for opinion

We conducted our audit in accordance with Australian Auditing Standards. Our responsibilities under those standards are
further described in the Auditor’'s Responsibilities for the Audit of the Financial Report section of our report. We are
independent of the Group in accordance with the auditor independence requirements of the Corporations Act 2001 and
the ethical requirements of the Accounting Professional and Ethical Standards Board’s APES 110 Code of Ethics for
Professional Accountants (the Code) that are relevant to our audit of the financial report in Australia. We have also fulfilled
our other ethical responsibilities in accordance with the Code.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Grant Thornton Audit Pty Ltd ACN 130 913 594 www.grantthornton.com.au
a subsidiary or related entity of Grant Thornton Australia Ltd ABN 41 127 556 389

‘Grant Thornton’ refers to the brand under which the Grant Thornton member firms provide assurance, tax and advisory services to their clients
and/or refers to one or more member firms, as the context requires. Grant Thornton Australia Ltd is a member firm of Grant Thornton International
Ltd (GTIL). GTIL and the member firms are not a worldwide partnership. GTIL and each member firm is a separate legal entity. Services are
delivered by the member firms. GTIL does not provide services to clients. GTIL and its member firms are not agents of, and do not obligate one
another and are not liable for one another’s acts or omissions. In the Australian context only, the use of the term ‘Grant Thornton’ may refer to
Grant Thornton Australia Limited ABN 41 127 556 389 and its Australian subsidiaries and related entities. GTIL is not an Australian related entity to
Grant Thornton Australia Limited.

Liability limited by a scheme approved under Professional Standards Legislation.



o Grant Thornton

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the financial
report of the current period. These matters were addressed in the context of our audit of the financial report as a whole, and in
forming our opinion thereon, and we do not provide a separate opinion on these matters.

Key audit matter How our audit addressed the key audit matter

Exploration and evaluation assets — Note 8

At 30 June 2018, the carrying value of exploration and Our procedures included, amongst others:
evaluation assets was $16,400,151.

e obtaining the management reconciliation of capitalised
In accordance with AASB 6 Exploration for and Evaluation of exploration and evaluation expenditure and agreeing to
Mineral Resources, the Group is required to assess at each the general ledger;
reporting date if there are any triggers for impairment which e reviewing management's area of interest considerations
may suggest the carrying value is in excess of the recoverable against AASB 6;

value. e conducting a detailed review of management’s
assessment of trigger events prepared in accordance with

The process undertaken by management to assess whether AASB 6 including;

there are any impairment triggers in each area of interest o tracing projects to exploration licenses and third

involves an element of management judgement. party confirmations to determine whether a right of

tenure existed;

This area is a key audit matter due to the significant o enquiry of management regarding their intentions to

judgement involved in determining the existence of carry out exploration and evaluation activity in the

impairment triggers. relevant exploration area, including review of

management’s budgeted expenditure;

o understanding whether any data exists to suggest
that the carrying value of these exploration and
evaluation assets are unlikely to be recovered
through development or sale;

e evaluating the competence, capabilities and objectivity of
management’s experts in the evaluation of potential
impairment triggers; and

e assessing the appropriateness of the related financial
statement disclosures.

Information other than the financial report and auditor’s report thereon

The Directors are responsible for the other information. The other information comprises the information included in the
Group’s annual report for the year ended 30 June 2018, but does not include the financial report and our auditor’s report
thereon.

Our opinion on the financial report does not cover the other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the financial report, our responsibility is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the financial report or our knowledge obtained in the audit or
otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this other information, we are
required to report that fact. We have nothing to report in this regard.

Responsibilities of the Directors’ for the financial report

The Directors of the Company are responsible for the preparation of the financial report that gives a true and fair view in
accordance with Australian Accounting Standards and the Corporations Act 2001 and for such internal control as the Directors
determine is necessary to enable the preparation of the financial report that gives a true and fair view and is free from material
misstatement, whether due to fraud or error.

LEIGH CREEK ENERGY LIMITED ANNUAL REPORT 2018
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In preparing the financial report, the Directors are responsible for assessing the Group’s ability to continue as a going concern,
disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless the
Directors either intend to liquidate the Group or to cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial report

Our objectives are to obtain reasonable assurance about whether the financial report as a whole is free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit conducted in accordance with the Australian Auditing
Standards will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions
of users taken on the basis of this financial report.

A further description of our responsibilities for the audit of the financial report is located at the Auditing and Assurance
Standards Board website at: http://www.auasb.gov.au/auditors_responsibilities/ar1.pdf. This description forms part of our
auditor’s report.

Report on the remuneration report

Opinion on the remuneration report

We have audited the Remuneration Report included in the Directors’ report for the year ended 30 June 2018.

In our opinion, the Remuneration Report of Leigh Creek Energy Limited, for the year ended 30 June 2018 complies with
section 300A of the Corporations Act 2001.

Responsibilities

The Directors of the Company are responsible for the preparation and presentation of the Remuneration Report in accordance
with section 300A of the Corporations Act 2001. Our responsibility is to express an opinion on the Remuneration Report,
based on our audit conducted in accordance with Australian Auditing Standards.

A %/‘/ /:—/\,

GRANT THORNTON AUDIT PTY LTD
Chartered Accountants

i&'«/\ %A :
I S Kemp
urance

Partner — Audit & A:

Adelaide, 22 August 2018



Shareholder Information

Substantial shareholders at August 7, 2018

China New Energy Group Limited 136,333,334 28.91

Distribution of shareholdings at 7 August 2018
Number of security holders by size of holding:

Range Total holders Number of Total holders Number of
shares shares listed options listed options

1-1,000 222,928

1001 - 5000 ..................................................................... 698 ............ 19841 07 ....................................
5001 - 10 000 ................................................................... 449 ............ 3590744 ....................................
10 001 7100 000 .............................................................. 1 089 ........... 40 829983 ....................................
100 001 andover ................................................................. 443 ......... 424 902841 ....................................
Tm a | ............................................................................ 3,1 23 ........ 471 ,53 0’6 03 ....................................

The issued capital of the Company is fully paid ordinary shares (entitling the holders to participate in
dividends and proceeds on winding up of the Company in proportion to the number of shares held)
and listed options. On a show of hands every holder of the shares present at a meeting in person or by

proxy is entitled to one vote and upon a poll each share counts as one vote.

At 7 August 2018 a marketable parcel constituted 3,030 shares. The number of shareholders holding

less than a marketable parcel was 881 (1,105,161 shares).
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Shareholder information

Twenty largest shareholders at August 7, 2018

Fully paid % of issued
ordinary shares capital

China New Energy Group Limited 136,333,334 28.91

C|t|c/.\ustra||aptyUd17242855 ..................... 3 55
Mr George Andrew Raftopulos -+ Mrs Elizzbeth Athena Rafopulos <The Omega Super AC> 12650090 - 268
CrownAscemDevempmemL.mned12470921 ...................... 2 64
.I_.I SBCCUSt Ody N Ommees (Austra“a) leltEdA/C 2 .................................................................. 9 129390 ..................... 1 94 y
Mr Davig Shearwood + Mr Harry Shearwood <D K Shearwood Diy SF AC> sr02427 185
.R. ub| |-|o|d|ngs Pty |_1 d <J0hn Rmeo S/F A/(;> ....................................................................... 7 500000 ..................... 1 59 y
.d neDeS|gn & s km Sa||3 Pty |_t d < | WBr Own Super FundA/c > .................................................... 5 250337 ..................... 1 12
|\/|r B ruce Warr | ngton |-| 0|m an ............................................................................................. 4 535539 ..................... 0 95 y
.F.< |Ver . Propeny |nve3t mems Pty Ltd ....................................................................................... 3 9400 00 ..................... 0 34 y
th “eJOhnEmbrey Eng mee”ng Pty Ltd ................................................................................... 3 825598 ..................... 0 81 .
|\/|r |\/| |Chae |. Du“ ga| ......................................................................................................... 3 5710 21 ...................... 0 73 y
.J. P Morgan NommeeSAustra“a lelted ................................................................................. 3 5595 44 ..................... 0 75 y
Mamn & Ahson C romme Pty |_td <Cr Omme s uper fundA/C> ....................................................... 3 5544 50 ..................... 0 75 y
Ms Nichola Marguerite Clutirbuck - Ms Nell Merguerite Wharton <Wharton Family S/F AC> 2718029 056
Mr Bruce Warringon Holman -+ Mrs Amanda Louise Holman <Holman Home Des SF AG> 2715497 056
.B. ar 1 Pr Opert .es Pty Ltd <scon F|ynn Fam || y A/C> .................................................................... 2 5555 65 ..................... 0 57 y
|\/|r5 Am andaHmman ...................................................................................................... 2 558673 ..................... 0 54 y
.S. |ade Teohnomg.espty Ltd<EmbreYFam”y g/F A/C> .............................................................. 2 530750 ..................... 0 54 y
|\/|r N |ch0|as James REd path .............................................................................................. 2 5289 99 ..................... 0 54 y
TOI a |s(op 20 .......................................................................................................... 24 80 96 770 ................... 5 2 62 y
Tm a | rema. mn g homeera |ance ................................................................................. 22 34 33 833 ................... 4 733 y

Unissued equity securities m

Unlisted options 23,723,500

Securities exchange
The Company is listed on the Australian Securities Exchange.
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Corporate Directory

.................................................................................... Principal Lawyer
Piper Alderman
Level 16, 70 Franklin Street
Adelaide, South Australia, 5000

Directors Company Secretary E
Daniel J Peters Executive Chairman Jordan Mehrtens E
.................................................................................... <
Phillip Staveley Managing Director Registered & Principal Business Office é
.................................................................................... LeVel 11‘ 19 Grenfe” Street :(1
Gregory D English Non-Executive Director Adelaide, South Australia, 5000 E
.................................................................................... =
Murray K Chatfield Non-Executive Director Bankers 2
.................................................................................... Commonwealth Bank Of AUStralia %
Zhe Wang Non-Executive Director 96 King William Street -
.................................................................................... Adelaidey South Australia, 5000 %’:
Zheng Xiaojiang Non-Executive Director =
R
[
o
b
S
5

Auditors

Grant Thornton Audit Pty Ltd
Level 3, 170 Frome Street
Adelaide, South Australia, 5000

Share Registrar

Computershare Registry Services Pty Ltd
Level 5, 115 Grenfell Street
Adelaide, South Australia, 5000

Investor enquiries: 1300 556 161
International: +61 3 9415 4000

Leigh Creek Energy Limited
ABN 31 107 531 8
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