Tap Oil Limited
ABN 89 068 572 341

Appendix 4E
Preliminary Final Report
For the year ended 31 December 2016

Results for announcement to the market USS$ million
Revenue from continuing operations Down 38% to 63.7
Loss from continuing operations after tax Down 73% to 14.9
Net loss for the period attributable to members Down 69% to 16.6
Dividends per share No dividends have been declared or paid.
Record date for determining entitlements to the N/A no dividends have been declared or paid.
dividend

NTA backing 31 December 2016 31 December 2015
Net tangible asset backing per ordinary security US$0.11 US$0.21

(Net assets excluding deferred exploration
expenditure per share)

The attached Financial Report has been audited.

This information should be read in conjunction with the notes and commentary contained in the Financial
Report.
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Operating and Financial Review

Overview

The ongoing low oil price environment during 2016 presented the oil & gas industry and Tap with the most challenging
business conditions for many years. The Company implemented a range of strategies including internal cost cutting,
deferment of non-core activities and supporting the Operator’s focus on the reduction of Manora operating costs.

A positive outcome was achieved at Manora with operating costs for the year being substantially below budget.

Tap had also sought to manage its Australian portfolio through minimising holding costs and deferring operational
activities where possible.

As part of the cost cutting program, the Company’s staffing requirements were significantly reduced, from 18 full time
equivalent staff at the beginning of 2016 to approximately 7 full time equivalent staff at the end of the year.

The prolonged period of lower oil prices significantly impacted the Company’s revenue generated from its interest in the
Manora oil field and impacted its free cash flow. In the first half of the year, the Company renegotiated with its bankers
to reduce the minimum liquidity requirements from US$10 million to US$3 million, providing the Company with additional
funds for working capital. One of the conditions agreed to as part of this reduction in the minimum liquidity amount was
to undertake an equity raising of at least US$5 million. In April 2016, Tap completed a capital raising of A$7.75 million to
raise additional funds to be used for working capital purposes.

Tap had been in dispute with Mr Yenbamroong and Northern Gulf Petroleum Holdings Limited and related entities (NGP)
relating to acquisition payments due under the sale and purchase agreement for Tap’s acquisition of its 30% interest in
the G1/48 Concession. In November 2016 Tap and NGP reached agreement to settle these disputed payments for a
zero settlement sum, to bear their own legal costs and to discontinue the arbitration and any further legal action on this
matter. Tap also agreed to pay NGP a total amount of US$2 million in cash and Tap shares in full and final payment of
all existing and future obligations owing by Tap by way of earn-out payments to NGP, which accrued if Brent was over
US$50/bbl, at the rate of 2% of all revenue from the sale of petroleum from the G1/48 concession. The settlement is a
positive outcome and allows Tap to build on this relationship in developing Tap’s business in the future.

Production and Sales

2016 2016 2015 2015

‘000 boe US$'000 ’000 boe US$'000
Production (net to Tap):
Qil - Manora 1,184 1,493
Sales (net to Tap):
Oil - Manora 1,189 46,058 1,539 75,357
Commodity hedge gain/(loss) (8,660) 4,758
Oil revenue 42,398 80,115
Third Party Gas Sales — 3,281TJ (2015: 3,395TJ) 484 21,284 501 21,914
Total sales 1,673 63,682 2,040 102,029
Average realised oil price US$35.70/bbl US$52.0/bbl
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Manora Oil Field — G1/48 Thailand (30% interest)
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The Manora oil field is located in the G1/48 concession offshore in the Gulf of Thailand and operated by Mubadala
Petroleum (Thailand) Ltd. The Field is located approximately 80 kilometres offshore of Prachuap Khiri Khan Province.

The Manora facilities include a wellhead processing platform with oil stored in a floating storage and offloading (FSO)
vessel and exported via shuttle tanker. The FSO stores the crude oil and also serves as the accommodation hub.

Activities during the year were focussed on maintaining production levels and implementing cost savings initiatives.
As a result operating costs at Manora were reduced from US$22/bbl to US$16/bbl, creating additional cash flow and
providing a strong base to leverage any increases in oil prices.

During the first quarter of 2016, the Operator undertook drilling of 2 planned additional development wells, MNA-15 and
MNA-16, targeting locations in the east fault block. Production commenced from these two wells in the last week of April.

During September 2016, the Manora Joint Venture completed the drilling of MNA-17. The objective was to add further
production at Manora through additional development drilling and to appraise an untested fault block. The MNA-17 (AP)
well path was an appraisal/pilot well that intersected three shallow sands in the primary target, the upper two were water
wet with the lower sand having a 2.1 metre oil column in good porosity reservoir. The deeper Manora West Fault block
target intersected a low porosity reservoir with minor oil shows. The MNA-17(AP) well path was plugged and abandoned.
The well bore was then sidetracked north-east into the Central Fault Block as a new production well. MNA-17 ST1 (AJ)
found 17.4m of oil pay in 4 separate reservoirs. A completion was installed and the well put on production in the first
week of November with cumulative production of 41 MSTB (gross) as of 31 December 2016.

At the end of the year the Manora oil field had 13 producer wells and 4 water injection wells in operation.
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Gross production for the year was 3.948 MMSTB (Tap share 1.184 MMSTB). The average gross production rate for 2016
was 10,787 bopd (Tap share 3,236 bopd). Cumulative field production to 31 December 2016 was 9.4 MMSTB gross
(Tap share 2.82 MMSTB).

In the Manora oil field water injection is used to maintain reservoir pressure and sweep oil to the producers. The injection
system treats seawater combined with produced water. Cumulative injection during 2016 was 6.7MMbbl gross or

on average 18,279 bwpd gross. All the reservoirs into which water has been injected have shown stabilised reservoir
pressure above the oil bubble point pressure, demonstrating the benefit of water injection.

During the last quarter of 2016 workover operations were undertaken on several wells resulting in enhanced water
injectivity, identification of additional bypassed oil zones and additional completions in four separate reservoir horizons.

There were 22 cargo liftings during the year. In December 2015, Tap executed a twelve month crude sale contract to
sell its share of Manora crude domestically in Thailand, at a discount to the Dubai US$ crude oil price. This contract was
terminated in May 2016 and a new twelve month contract executed to enable the sale of the crude internationally, at a
premium to the Dubai US$ crude oil price. International sales are in US$ with a small number of domestic sales allowed
which are paid in Thai Baht. Tap executes foreign exchange hedging to manage the USD/THB sales revenue exposure.

Third Party Gas

Tap has contracts with third parties to buy gas from the John Brookes field and re-sells this gas to customers. Both
the purchase and sale prices are CPI linked and fixed in AUD, thereby avoiding any exposure to changes in commodity
prices. The supply period for the majority of these contracts finished on 31 December 2016 and this is followed by 90
days of inventory recovery period.

The third party gas business generated strong results in 2016, delivering a gross profit of US$13.1 million.

Sales volumes were 3.3% lower than 2015 because of a higher level of inventory banking by customers during the year.
The banked volumes will be recovered during Q1 2017.

Exploration and Appraisal
G1/48 Exploration (30% interest)

Tap holds a 30% direct interest in the G1/48 exploration concession in the northern Gulf of Thailand. The concession is
operated by Mubadala Petroleum (Thailand) Ltd.

The G1/48 Joint Venture applied to the Thailand Department of Minerals and Fuels for a 484 km? Reservation Area within
the expiring G1/48 concession which was approved on 26 December 2016. The remaining area of G1/48 outside of this
Reservation Area was relinquished to the Government of Thailand.

During the year, the Sri Trang-1 exploration well was spud in 40 metres of water by the Atwood Orca jackup drilling unit
and drilled to an extended final total depth of 2,814 metres measured depth. The test results confirmed the presence
of ail in poor quality reservoir sand. The samples collected from three other zones confirmed the presence of water.
Although the oil was not in commercial quantities, the Sri Trang-1 discovery validated the hydrocarbon prospectivity of
the Northern Kra Basin.

In September 2016, an appraisal/pilot well, MNA-17 (AP) was drilled to a total depth of 1916.5 metres total vertical
depth subsea. The well’s purpose was to appraise the 500 series sands and assess a separate untested fault block, the
Manora West Structure, which had the potential to de-risk the Greater Manora West prospective resources.

The MNA-17 (AP) well intersected three sands in the Primary 500 sand target, the upper two were water wet with

the lower sand having a 2.1 metre oil column in good porosity reservoir. The deeper Manora West Fault block target
intersected a low porosity reservoir with minor oil shows.
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Myanmar (95% interest)
Block M-07 Moattama Basin, Offshore Myanmar

Block M-7 is located in the gas and condensate prone Moattama basin, offshore Myanmar. Block M-7 is 160 kilometres
east of the 6.5 TCF Yadana gas field, and 110 kilometres northeast of the 1.5 TCF Zawtika gas field. The Moattama
basin is Myanmar’s most prolific offshore hydrocarbon province, with existing production from two offshore fields and a
third field close to production commencement.

During the year, Tap acquired seismic data from the Myanma Oil and Gas Enterprise (MOGE) Data centre for analysis and
completed the 6 month preparation period, with the IEE Report presented and submitted to MOGE in February 2016.

In March 2016, Tap nominated a Commencement of Operations date of 30 November 2016, which was subsequently
confirmed by MOGE.

Subsequent to the nomination of the Commencement Date, and as part of the Company’s efforts to reduce costs and
future liabilities, Tap has formally requested MOGE approval to withdraw from the Block.

Carnarvon Basin — Offshore Western Australia
WA-351-P/WA-72-R (20% interest)

WA-351-P was an exploration permit in the offshore Carnarvon Basin, Western Australia containing the Tallaganda gas
discovery. The Tallaganda-1 well was a new field gas discovery in the Triassic Mungaroo Formation. The Tallaganda
structure straddles both WA-351-P and WA-335-P to the south. The structure is well defined by modern 3D seismic
data. Tap has booked 45 BCF (49 PJ) as a 2C contingent resource (ASX release 29 January 2013).

In April 2016, after further review of the permits prospectivity, the Joint Venture agreed to not renew WA-351-P and
allow the permit to expire. The Joint Venture applied for a retention lease over the Tallaganda Gas Field, and was granted
retention lease WA-72-R in April 2016.

WA-290-P and WA-49-R (10% interest)

WA-290-P is an exploration permit in the offshore Carnarvon Basin, Western Australia. Previously the Joint Venture drilled
the Zola discovery and had been granted a retention lease, WA-49-R, over the Zola and Antiope discoveries for a period
of five years.

The Greater Zola structure comprises several fault blocks along the Alpha Arch, south of the giant Gorgon gas field. A
single fault block was tested by Zola-1 (the Zola fault block). Within the Greater Zola structure, the Bianchi-1 discovery
well was drilled in 2013 on an independent Triassic prospect some 6.4 kilometres north-northeast of the Zola-1 gas
discovery and 20.8 kilometres south-southwest of the Gorgon-1 gas discovery.

Tap estimates a 2C contingent resource net to Tap of 58.3 BCF (63.8 PJ; ASX Release 22 April 2016) in the retention
lease’s three fields: Antiope, Bianchi and Zola.

During the year the Joint Venture approved the acquisition of the new 688 km? Bianchi 3D seismic survey, which is aimed
at high grading Triassic Mungaroo prospects in these permits. The seismic survey was scheduled to be undertaken in
the first half of 2016, but was delayed due to operational issues and subsequently the May to December Whale migration
blackout period, when seismic operations are not permitted. The survey commenced at the end of January 2017.

WA-320-P and WA-155-P (Part Il)
(9.778% interest in WA-320-P, 6.555% interest in WA-155-P (Part 1))

WA-320-P and WA-155-P (Part ll) are exploration permits in the offshore Carnarvon Basin, Western Australia. The
Palmerston prospect straddles both WA-320-P and WA-155-P (Part lI).

Approximately 310 km?2 of multi-client 3D seismic data from the TGS “Huzzas MC3D seismic survey” has been licensed
by the WA-320-P Joint Venture. During the year, the Huzzas MC3D was reprocessed to enhance the data quality.

The new seismic data was then used to assess the prospectivity of the permits and for planning of an exploration
commitment well which was required to be drilled by Q4 2016 under current license conditions.
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The Driftwood-1 commitment well was drilled in August 2016. The well intersected all of the drilling objectives, however
all were water wet. There were no hydrocarbon shows intersected in the primary and secondary targets, elevated gas
readings were noted from 2,055 metres measured depth to total depth of the well. JX Nippon carried Tap for 5% of the
total well cost.

TL/2 and TP/7 (10% and 12.474% interest)

The TL/2 production licence and TP/7 exploration permit are located in shallow water in the offshore Carnarvon Basin
approximately 40 kilometres north-northeast of Onslow, Western Australia.

The Taunton oil field was discovered in 1991 and straddles the TL/2 and TP/7 permit boundaries. It was subsequently
appraised by three additional wells which encountered oil in the Birdrong Sandstone. Tap has previously recognised a net
2C Contingent Resource of 0.9 MMstb for the Taunton field which is primarily in the Birdrong Sandstone reservoir (2014
Tap Annual Report).

Development options for the Taunton field are being considered.

Other Exploration

WA-8-L (20% interest)

Production License WA-8-L covers an area of 161 km? over 2 graticular blocks and is located within the north-eastern
part of the Dampier sub-basin of the Northern Carnarvon Basin. The licence contains the Talisman and Amulet oil fields in
water depths of 80-85m. Development options are being reviewed for the Amulet Field which contains gross estimated
contingent resources of approximately 7.1 MMSTB.

The Production Licence WA-8-L expires 7 November 2031.

The Joint Venture licensed the Davros Multiclient 3D in 2015 and received the final datasets in December 2016.
Decommissioning Activities

Airlie Island and Chervil oil field platform, TL/2

The TL/2 production license is located in shallow water in the offshore Carnarvon Basin approximately 40 kilometres
north-northeast of Onslow, Western Australia. The production license includes the production and storage facilities in
Airlie island and Cheuvril ail field platform.

During 2016 the Operator mobilised equipment to Airlie Island and completed the removal of the old oil storage tanks
and other production equipment on the island. The Noble Tom Prosser rig was used to plug and abandon the Chervil-5
and Chervil-6 wells. The project was completed successfully and under budget.

Future activities include ongoing environmental monitoring on Airlie Island and a subsea pipeline survey.

Woollybutt, WA-25-L (15% interest)

The WA-25-L production license is located off the northwest coast of Western Australia, approximately 80 kilometres
north of the town of Onslow, and lies in 100m water depth. The Woollybutt oil field was discovered in 1997 and
development of the field started in 2003. The field included subsea wells producing to a floating production, storage and
offloading facility (FPSO).

The field ceased production in May 2012 and the joint venture parties are at the planning stage to decommission the
field. The abandonment of the four subsea wells is expected to occur in 2018.
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Corporate

Financial

Tap’s revenue for 2016 was US$63.7 million (2015: US$102.2 million). Gross profit was US$12.3 million (2015: US$26.6
million). After impairment losses and write-downs of US$9.2 million (2015: US$68.6 million), the net loss before tax was
US$12.0 million (2015: US$54.6 million); and the net loss after tax was US$14.9 million (2015: US$54.5 million).

Net cash inflows from operations were US$27.4 million (2015: US$52.3 million inflow).

Manora oil sales were lower because of a decrease in production volumes and lower realised prices during 2016. Manora
production volumes were approximately 21% lower compared to 2015, with a corresponding 23% reduction in liftings
during the year. The average selling price for 2016 was US$35.70/bbl (2015: US$52.0/bb).

Revenues from third party gas contracts were lower in 2016, driven by a 3.3% decrease in gas sales volumes, partly
offset by more favourable exchange rates.

Manora cash operating costs for 2016 were US$16/bbl (2015: US$22/bbl), substantially lower than 2015.

Depreciation charges relating to 2016 were US$24.9 million (2015: US$35.0 million), all of which relates to the
Manora asset.

Exploration impairment losses and write-downs recorded as at 31 December 2016 were US$9.2 million (2015: US$20.9
million). In 2015 the Company recorded property, plant and equipment impairment loss of US$46.8 million which related
to the Manora development asset (US$43.9 million) and the Airlie development asset (US$2.9 million). The Manora
impairment was substantially related to the decline in oil prices.

Administration costs were higher for the year at US$7.0 million (2015: US$5.2 million). Administration costs were higher
than 2015 due to redundancy costs of US$1.6 million and legal costs related to arbitration proceedings.

Debt Facility

The prolonged period of lower oil prices significantly impacted the Company’s revenue generated from its interest in the
Manora oil field, as well as reducing the Company’s borrowing capacity under the BNP Facility. As a result, discussions
were held in the early part of 2016 with BNP Paribas and Siam Commercial Bank regarding a review of its existing
borrowing base debt facility (BNP Facility).

The reduction in the borrowing capacity under the BNP Facility had resulted in several accelerated debt repayment
obligations arising under that facility. This in turn impacted upon the Company’s free cash flow and the Company’s ability
to remain in compliance with the minimum liquidity requirement of US$10 million under the BNP Facility whilst servicing
these accelerated debt repayment obligations. This placed significant strain on the Company’s financial position.

During Q1 2016, the Company held discussions with BNP Paribas and Siam Commercial Bank regarding a modification
to the terms of the BNP Facility to reduce amounts required to be held by the Company by way of restricted funds.
Reducing the amounts required to be held as restricted funds would provide the Company with additional liquidity

to enable it to service its ongoing working capital requirements. The lenders agreed to reduce the minimum liquidity
amount required to be held by the Company from US$10 million to US$3 million and for softening the debt sizing ratio
requirements, conditional on:

e Tap hedging 50% of forecast 1P Manora production for between 6 and 12 months;

e Tap raising a minimum of US$5 million in additional capital;

e Credit approval being received from Siam Commercial Bank for these proposed modifications to the BNP Facility;
and

e Formal legal documentation being entered into to give effect to these changes to the BNP Facility.
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As part of these arrangements, Tap agreed to pay its debt financiers an arrangement fee and to increase the margin
payable (over Libor) on amounts outstanding under the BNP Facility.

During the year, the outstanding debt balance under the BNP Facility was significantly reduced from approximately
US$36.1 million to US$8.9 million, a reduction of US$27.2 million. The BNP Facility is expected to be completely repaid
by late 2017.

Cost Reductions

The Company implemented a range of strategies including internal cost cutting, deferment of non-core activities and
supporting the Operator’s focus on the reduction of Manora operating costs. As part of these cost cutting initiatives the
Company sought to manage its Australian portfolio through minimising holding costs and deferring operational activities
where possible, and to farmout, defer or materially reduce the Company’s expenditure in Myanmar. The Company has
formally requested MOGE approval to withdraw from the Block.

With the significantly reduced activities of the Company, the Company’s staffing requirements were meaningfully reduced,
from 18 full time equivalent staff to 7 full time equivalent staff with staff reductions commencing in April 2016.

NGP Dispute

In November 2016, Tap reached agreement to settle various outstanding disputes and future payment obligations with
Mr Chatchai Yenbamroong and with Northern Gulf Petroleum Holdings Limited and related entities (collectively NGP).
The disputes related to acquisition payments due under the sale and purchase agreement for Tap’s acquisition of its 30%
interest in the G1/48 Concession.

Tap and NGP agreed to settle these disputed payments for a zero settlement sum, to bear their own legal costs and

to discontinue the arbitration and any further legal action on this matter. Tap also agreed to pay NGP a total amount of
US$2 million in cash and Tap shares in full and final payment of all existing and future obligations owing by Tap by way of
earn-out payments to NGP, which accrued at the rate of 2%, if Brent was over US$50/bbl, of all revenue from the sale of
petroleum from the G1/48 concession.

Capital Raising

In April 2016 Tap completed a pro rata renounceable rights issue of fully paid ordinary shares in the Company to raise up
to A$7.75 million (before costs) (Rights Issue). Under the Rights Issue, eligible shareholders could acquire three (3) New
Shares for every five (5) fully paid ordinary shares they held at the record date at an offer price of A$0.05 per New Share.

Tap Qil received valid applications under the Rights Issue to raise A$7.75 million (before costs) representing 155,052,129
shares. The Rights Issue was oversubscribed by A$0.62m and the oversubscriptions were scaled back based on shares
held at record date. As a result, there was no requirement for underwriting by any party.

Funds raised from the Rights Issue satisfied one of the conditions to the restructure of the Company’s borrowing base
debt facility with BNP Paribas and Siam Commercial Bank, that the Company raise a minimum of US$5 million in
additional capital with the funds ultimately being used for working capital purposes.

The Company’s major shareholders, Risco Energy Investments (SEA) Limited (Risco) and Northern Gulf Petroleum

Holdings Limited (NGP), both subscribed for the full amount of their pro rata entitlement under the Rights Issue, being
approximately A$1.5 million each.
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Directors’ Report

The Directors present their report together with the consolidated financial statements of the Group comprising Tap Ol
Limited (Tap or the Company) and its subsidiaries for the year ended 31 December 2016, and the auditor’s report
thereon. The remuneration report for the year ended 31 December 2016 forms part of the Directors’ Report.

1. Directors

The Directors of the Company at any time during or since the end of the financial year are:

Name

Committee Memberships

Experience

J G Menzies

B.Sc (Geology), M.Sc (GPP)

Non-Executive Director
Appointed 27 May 2016
Executive Chairman

Appointed 15 December 2016

Audit & Risk Committee

Nomination &
Remuneration Committee

Reserves Committee
(Chair)

James Menzies was the founder of Salamander
Energy, an oil and gas business listed on the London
Stock Exchange with activities in South East Asia
that was acquired by Ophir Energy in 2015. Prior to
founding Salamander Energy, James was the Senior
Partner in Lambert Energy Advisory, an upstream

oil and gas corporate finance advisory business.
James has experience in Corporate Development
and Mergers & Acquisitions, and has held various
corporate positions, including in Corporate Affairs,
Strategic Planning and Investor Relations.

Mr Menzies is an independent non-executive director
of Guinness QOil & Gas Exploration Trust Plc and was
previously a director of Salamander Energy Plc until
March 2015.

P J Mansell

B.Comm (LLB), HDIP
(Tax Law)
Non-Executive Director
Appointed 27 May 2016

Audit & Risk Committee
Nomination &
Remuneration Committee
(Chair)

Reserves Committee

Peter Mansell has practiced as a corporate and
resources lawyer in South Africa and Australia and
was previously a partner at Freehills, including the
Managing Partner for over 10 years, the National
Chairman and the Partner responsible for the
integration of the Freehills’ offices during the Freehills’
nationalisation in 2000. Peter has significant, varied
corporate experience as a director and lawyer both
internationally and in Australia. Peter has over 15
years’ experience as a listed company director in
Australia, including chair of two ASX 100 companies,
Zinifex Limited and West Australian Newspapers
Holdings Limited. Amongst other directorships, Peter
currently chairs Energy Resources of Australia Ltd and
is a director of the Aurecon Group Pty Ltd. Mr Mansell
is also a Director of Cancer Research fund Pty Ltd,
Foodbank Australia Ltd, and Z-Filter Pty Ltd.

A Hall
B.Com (LLB), FCA
Non-Executive Director

Appointed 19 OAW ctober 2016

Audit & Risk Committee
(Chair)

Nomination &
Remuneration Committee

Reserves Committee

Andrea Hall is a former KPMG Risk Consulting Partner
with over 20 years’ experience in risk management,
financial management, internal audit, external audit
and board, corporate and operational governance.
Industry segments she has worked with include
healthcare, insurance, mining, transport, mining
services, property and government. Ms Hall is a
board member of Insurance Commission of Western
Australia, Lotteries Commission of WA, ASX listed
Pioneer Credit Limited, Fremantle Football Club,
C-Wise and a Senate member of Murdoch University.
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Name Committee Memberships

Experience

Nomination &
Remuneration Committee

F S Sreesangkom
M.A Econ, B.A.Econ, CFA
Nominee Director

Appointed 27 May 2016 Reserves Committee

Frank Sreesangkom is currently Senior Adviser to
Northern Gulf Petroleum Pte Ltd. His past roles
include CFO at Electricity Generating Pcl, one of the
largest independent power producers in Thailand,
CFO at Glow Company Ltd., a major independent
power producer in Thailand that was part of the Suez
Group, Asian Development Bank Consultant on debt
management for the Ministry of Finance, Executive
Director of Debt Capital Markets for Thailand at

SBC Warburg Dillon Read, and later UBS, Chief
Representative at Credit Suisse First Boston Thailand
Representative Office, Associate at First Boston
Corporation, New York, and Analyst in Investment
Research & Strategy Division at Nikko Securities,
Tokyo.

T L Soulsby Nomination &
B.Bus (Acc), Grad Dip Remuneration Committee
(Asian Studlies)

Nominee Director Reserves Committee

Appointed 1 January 2016

Tom Soulsby has over 25 years’ experience in the oil
and gas and resources sector spanning investment
banking, corporate business development, and
management and leadership roles. Tom was a
founding Director at Indonesian-listed Energy Mega
Persada in 2003 and until 2008, where he was
responsible for the acquisition of assets which added
525 Mmboe to EMP’s 2P reserves — a key growth
driver for the company. Mr Soulsby is also a director
of Lion Energy Limited.

C Newton

B.Sc (Geology), Grad Dip

(App Fin)

Alternate Director for TL Soulsby
Appointed 1 January 2016

Chris Newton has had a 38 year career in oil

and gas covering the spectrum of the industry —

from exploration, development, production and
petroleum economics to strategic planning, business
development and senior leadership. Chris has spent
more than 25 years in leadership and senior resource
industry roles in South East Asia. Roles included
Managing Director for Fletcher Challenge Petroleum in
Brunei, President and GM for Santos in Indonesia and
CEO of Indonesian listed Energy Mega Persada. Chris
was an active Director of the Indonesian Petroleum
Association (IPA) between 2003 to 2008, including
serving as President from 2004 to 2007. Chris is an
oil and gas adviser to the Jakarta-based Castle Asia
Group and an adviser to Northern Oil & Gas Australia.
Mr Newton is also a director of Lion Energy Limited.
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Committee Memberships Experience

D W Bailey

B.Bus (Acc), CPA, ACIS
Non-executive Director

and Chairman

Appointed 11 November 2009
Retired 15 December 2016

Nominations Committee
(Chair)

Audit & Risk Committee
Remuneration Committee

Reserves Committee

T J Hayden

B.Econ, M.Fin

Managing Director/CEO
Appointed 1 December 2010
Resigned 27 May 2016

Nominations Committee

M J Sandy

B.Sc Hons (Geology)
Non-executive Director
Appointed 22 June 2006
Retired 27 May 2016

Audit & Risk Committee
(Chair)

Reserves Committee
(Chair)

Nominations Committee

Remuneration Committee

D A Schwebel

PhD B.Sc (Hons) Geology
Non-executive Director
Appointed 16 February 2012
Retired 27 May 2016

Remuneration Committee
(Chair)

Audit & Risk Committee
Nominations Committee

Reserves Committee

Company Secretary

Chris Bath CA, MAICD, is a Chartered Accountant and a member of the Australian Institute of Company Directors with
significant experience as a senior executive in the energy and resources sector. He was appointed Company Secretary

on 30 June 2016.

Michele Ryan resigned as Company Secretary effective 30 June 2016.

Tap Oil Limited
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Directors’ Meetings

The following table sets out the number of Directors’ meetings (including meetings of committees of the Board of
Directors of Tap Oil Limited) held during the financial year and which each Director of the Company was eligible to attend
and the number of meetings attended by each Director of the Company.

Board of Audit and Risk Remuneration Reserves Nominations

Directors Committee Committee Committee Committee
Directors Held Attended Held Attended Held Attended Held Attended Held Attended
J G Menzies 4 4 1 1 1 1 1 1 1 1
P J Mansell 4 4 1 1 1 1 1 1 1 1
A Hall 2 2 - - 1 1 1 1 - -
F Sreesangkom 4 4 1 1 1 1 1 1 1 1
T L Soulsby 9 9 1 1 1 1 2 2 2 2
C Newton 5 5 - - - - - - - -
D W Bailey 9 8 2 2 1 1 2 2 2 2
T J Hayden 5 5 - - - - - - 2 2
M J Sandy 5 5 1 1 - - 1 1 1 1
D A Schwebel 5 5 1 1 - - 1 1 1 1

Directors’ Interests

The relevant interest of each Director in the shares and rights issued by the Company as notified by the Directors to the
ASX in accordance with s205G(1) of the Corporations Act 2001, at the date of this report are as follows:

Fully paid
Directors ordinary shares Rights
J G Menzies 2,000,000 Nil
P J Mansell 1,000,000 Nil
A Hall Nil Nil
F Sreesangkom Nil Nil
T L Soulsby Nil Nil
C Newton Nil Nil

2. Principal Activities

The Consolidated Entity’s principal activities during the period were oil and gas exploration, production and gas
marketing. There were no significant changes in the nature of the Consolidated Entity’s principal activities during
the period.

3. Consolidated Results
Tap’s revenue for 2016 was US$63.7 million (2015: US$102.2 million). Gross profit was US$12.3 million (2015: US$26.6
million). After impairment losses and write-downs of US$9.2 million (2015: US$68.6 million), the net loss before tax was

US$12.0 million (2015: US$54.6 million) and the net loss after tax was US$14.9 million (2015: US$54.5 million). Net cash
inflows from operations were US$27.4 million (2015: US$52.3 million inflow).
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4. Dividends

The Directors of the Company do not recommend the paying of a dividend for the financial year.
Since the end of the previous financial year, no dividend has been paid or declared.

5. Review of Operations

The Review of Operations for the year ended 31 December 2016 is set out on pages 2 to 8 and forms part of this
Directors Report.

6. Changes in State of Affairs

No significant change in the state of affairs of the Consolidated Entity occurred during the period other than already
referred to elsewhere in this report.

7. Subsequent Events
Since the end of the financial year, the Directors are not aware of any other matter or circumstance not otherwise dealt
with within the financial report that has significantly or may significantly affect the operations of the Consolidated Entity,

the results of those operations or the state of affairs of the Consolidated Entity in subsequent financial years.

8. Future Developments

The Consolidated Entity’s likely developments in its operations in future financial years and the expected results of those

operations have been included generally in the Operation and Financial Review. Other than as disclosed elsewhere,
disclosure of information regarding likely developments in the operations of the consolidated entity in future financial

years and the expected results of those operations is likely to result in unreasonable prejudice to the Consolidated Entity.

Accordingly, this information has not been disclosed.
9. Environmental Regulations

The Consolidated Entity is subject to significant environmental regulation in each jurisdiction in which it operates. In
Australia, the environmental obligations are regulated under both State and Federal law. In Myanmar, the environmental

obligations are regulated under national legislation with the aid of the Ministry of Environmental Conservation and Forestry

(MOECAF).
The Board is not aware of any significant breaches during the period covered by this report.
10. Share Rights

At the date of this report, the details of share performance rights issued are as follows:

Performance Rights Retention Rights
Number Expiry date of rights Number Expiry date of rights
306,596 01-Jan-22 61,287 12-Jan-22
625,446 01-Jan-23 1,024,544 25-May-23
6,359,513 01-Jan-24 124,140 1-Sep-23
7,291,555 1,209,971

All rights vest after three years, expire after seven years and have a nil exercise price.

For more details, please refer to section 15.6 of this report.

Tap Oil Limited
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11. Indemnification and Insurance of Officers

The Company has agreed to indemnify all current Directors and officers of the Company and its controlled entities
against all liabilities to another person (other than the Company or a related body corporate) that may arise from their
position as Directors and officers of the Company and its controlled entities, except where the liability arises out of
conduct involving a lack of good faith. The agreement stipulates that the Company will meet the full amount of any such
liabilities, including costs and expenses.

During the year, the Company paid a premium in respect of a policy insuring the Directors of the Company, the
Company’s secretaries and all executive officers of the Company and any related body corporate against a liability
incurred as such a Director, secretary or officer to the extent permitted by the Corporations Act 2001. The policy of
insurance prohibits disclosure of the nature of the liability and the amount of the premium.

12. Non-Audit Services

During the period the Company’s auditors did not perform any other services in addition to their statutory audit, and half
year review.

Details of amounts paid or payable to the auditor for non-audit services provided during the year by the auditor are
outlined in note F10 to the financial statements.

13. Auditor’s Independence Declaration
The auditor’s independence declaration is included on page 28 of the financial report.
14. Rounding off

The Company is of a kind referred to in ASIC Corporations (Rounding in Financial/Directors’ Reports) Instrument
2016/191 and in accordance with that instrument, amounts in the consolidated financial statements and Directors’
Report have been rounded off to the nearest thousand dollars, unless otherwise indicated.

15. Remuneration Report - Audited
This Remuneration Report is presented in the following sections:

15.1 Introduction

15.2 Governance

15.3 Existing Remuneration Arrangements for Directors and Executives
154 Elements of Remuneration related to Performance

15.5 KMP Remuneration related to Performance

15.6 Other Elements of Director and Executive Remuneration

15.1 Introduction

The Directors present their Remuneration Report for Tap Oil for the year ended 31 December 2016. This remuneration
report outlines the remuneration strategy, policies and practices as it relates to the Directors and other key management
personnel (KMP), in accordance with the requirements of the Corporations Act 2001 and its Regulations. In accordance
with section 308(3C) of the Corporations Act 2001, the Remuneration Report has been audited and forms part of the
Directors’ Report.

During the year, the Company underwent a process of significant organisational restructuring to achieve longer term cost
savings and better align the organisation with the Company’s strategy and goals. Redundancies were an important and
necessary part of the process with savings being achieved in 2017.

KMP includes all Directors and those persons having authority and responsibility for planning, directing and controlling
the activities of the Company and the Consolidated Entity.
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Tap’s Remuneration Policy is designed to ensure that the level and form of compensation achieves certain objectives,
including:

a) attraction and retention of employees and management to pursue the Company’s strategy and goals;
b) delivery of value-adding outcomes for the Company;

) fair and reasonable reward for past individual and Company performance; and
d) incentive to deliver future individual and Company performance.

Remuneration consists of base salary, superannuation, short term incentives and long term incentives. Remuneration is
determined by reference to market conditions and performance. Performance is evaluated at an individual level as well as
the performance of the Company as a whole.

15.2 Governance
15.2.1 The Remuneration Committee

The Remuneration Committee’s role is to review and recommend remuneration for KMP, review remuneration policies
and practices, Company incentive schemes and superannuation arrangements in accordance with the Remuneration
Committee Charter.

The Committee considers independent advice, where circumstances require, on the appropriateness of remuneration to
ensure the Company attracts, motivates and retains high quality people.

The ASX Listing Rules and the Constitution require that the maximum aggregate amount of remuneration to be allocated
among the Non-executive Directors be approved by shareholders in general meeting. In proposing the maximum amount
for consideration by shareholders, and in determining the allocation, the Remuneration Committee takes account of the
time demands made on Directors and such factors as fees paid to Non-executive Directors in comparable Australian
companies.

Remuneration arrangements for Directors and Executives are reviewed by the Remuneration Committee and
recommended to the Board for approval. The Remuneration Committee considers external data and information and
may engage independent advisers where appropriate to establish market benchmarks.

Remuneration arrangements are determined in conjunction with the annual review of the performance of Directors,
Executives and employees of the Company. These evaluations take into account criteria such as the achievement toward
the Company’s performance benchmarks and the achievement of individual performance objectives.

156.3  Existing Remuneration Arrangements for Directors and Executives
15.3.1 Overview of Executive Remuneration Structure

The remuneration arrangements for Directors and Executives of the Company for the year ended 31 December 2016 are
summarised below.

The remuneration structure in place for 2016 applies to all employees, including the Executive Director and Executives of
the Company. The Company’s remuneration structure has five elements:

a) Fixed Annual Remuneration (FAR);
b) Short Term Incentive (STI);
) Long Term Incentive (LTI);
d) retention incentives which encourage new employees to remain in employment for at least three years; and
) special awards which reward individuals for meritorious achievements or retain individuals who are involved in a
critical task that will extend more than one year.
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Each of the ST, LTI, retention incentives and special awards are at risk. The elements are described below.
1. Base Salary or Fixed Annual Remuneration (FAR)

Fixed compensation consists of base compensation (which is calculated on a total cost basis and includes any FBT
charges related to employee benefits), as well as employer contributions to superannuation funds.

The Company compiles competitive salary information on companies of comparable size in the oil and gas industry
from various sources. Information is obtained from surveys conducted by independent consultants and national and
international publications. In the past, the Board has engaged independent advisers to review the remuneration levels
paid to the Company’s KMP. An adviser was not retained for the 2016 review.

FAR will be paid in cash and is not at risk other than by termination. Individual FAR is set each year based on job
description, competitive salary information sourced by the Company and overall competence in fulfilling the requirements
of the particular role.
2. Short Term Incentive Awards (STI)
An STl award is assessed by a performance-based factor multiplied by a benchmark award for the individual’s level in the
Company, multiplied by the individual’s FAR. The STl award is usually made in cash and the amount of the payment is
calculated by the following formula:

Performance Factor x STl Organisational Level Benchmark x Individual’s FAR
An individual employee’s performance factor is assessed against both the individual’s performance and the Company’s
performance over the preceding year. A rating for individual performance is determined on a scale of 1 to 5 based on
how well the individual performs against the individual’s annual goals. The Company’s performance is assessed against a

set of corporate goals, which are in the form of KPIs, which are set by the Board for a given year.

Due to the significant uncertainty during the year and the substantial changes in personnel effective between April and
July 2016, KPIs were not set.

The Board has undertaken to set relevant KPIs for the 2017 year once the strategy for 2017 has been finalised and
approved by the Board.

No STl awards were made in 2016.
3. Long Term Incentive Awards (LTI)

The Company believes that encouraging its employees to become shareholders is the best way of aligning their interests
with those of its shareholders.

LTl awards are made in the form of rights to shares which will have a vesting timeframe of three years. The number of
rights that vest will be based on the Company’s performance over the same three years.

An LTl award will be made by way of the grant of performance rights as soon as practicable after each year-end. Grants
of performance rights will be made each year with effect from 1 January.

The number of performance rights to be granted annually to each employee is calculated by the following formula:
LTI Organisational Level Benchmark x Individual’s FAR + Share Price
The maximum LTI organisational benchmarks (Benchmark) have been established as percentages of individual FARs.

These levels were reviewed and adopted by the Board in January 2017 to reflect the increased involvement of each level
in pursuing and achieving the Company’s goals. These benchmarks are set out in the following table.

Organisational Managing Professional,
Level Director/CEO CFO Management Technical & Support
Benchmark 120% 80% 40% 20%
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The total number of performance rights granted is subject to being reduced proportionately so that the total number of
performance rights is within:

(a) the Board’s determined cap on the total number of performance rights which are issued as LTI awards in a given
year; and
(b) any discretionary cap on the total number of rights on issue at any given time.

The calculation will use the 30-day volume-weighted average share price (VWAP) of the Company’s shares preceding the
first day of each measurement period.

The Board has established an initial guideline that the total number of performance rights to be issued in a single year will
be capped at 1.5% of the fully paid issued capital of the Company as at the end of the prior year. In the event that the
potential total number of performance rights exceeds the cap then all awardees receive a pro-rata reduced number of
performance rights. This cap is at the discretion of the Board and may be altered depending on the prevailing context.

In January 2017, the Board approved the issue of 6,359,513 performance rights for the 2016 LTI award. The rights took
effect from 1 January 2017. The number approved was scaled back to 6,359,513 to be under the policy guideline cap of
1.5% of the shares on issue.

The Board has also set a discretionary cap on the total number of rights on issue at any given time. This cap is currently
set at 6% of the number of issued fully paid shares in the Company.

In January 2017, the Board adopted a revised performance benchmark for vesting. Vesting of up to 100% of the
performance rights depends upon the Company’s relative total shareholder return (RTSR). The RTSR performance
hurdles required to achieve increasing levels of vesting are set by the Board to apply from 1 January of the relevant year.
For the 2017 grant of performance rights, the Board set the following RTSR performance hurdles:

Relative TSR % of Rights which will vest after 3 years
< 50" percentile 0%
= 50" percentile 30%
> 50" percentile and < 90™ percentile Pro rata
> 90" percentile 100%

TSR is commonly used as a relative measure, where the number of shares that vest is dependent upon on the
Company’s TSR over a stated performance period relative to that of its peers. The calculations under this standard
approach are transparent and straight forward, based on a simple ranking method to assess the level of outperformance.

Vesting characteristics of the performance rights are as follows:

(i) performance measurement period is three years, which is consistent with the typical time cycle for an exploration
program;

(i) performance is based on differences in RTSR as measured from the end of one preceding period to the end of the
current (three years) assessment period. The RTSR uses the 30-day VWAP of the Company’s shares up to and
including the last day of each measurement period; and

(i) RTSR will be assessed against a peer group of like companies determined by the Board before the start of each
assessment period or as soon as practical thereafter. In January 2017, the Board determined a peer group of
14 petroleum industry companies which are listed on the ASX and whose market capitalisation ranged from
approximately A$7 million to A$306 million (at 31 December 2016).
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4. Retention Incentive

Retention rights are issued to employees pursuant to the terms of the share rights plan upon or as soon as practical after
commencement of employment. Such rights vest if the employee remains employed by the Company for three years.
The number of retention rights to be issued to a new employee is set at one of three levels reflecting the organisational
level appropriate for the employee’s initial job grade. These levels are outlined in the following table.

Managing Professional,
Organisational Level Director/CEO Management Technical & Support
Organisational Level Subject to employment 359% 159
Benchmarks (Retention) contract negotiations ° °

5. Special Awards

The Board has the discretion to make special awards each year. Special awards can be in the form of cash, and/or
performance rights and/or retention rights. Special awards are granted to individual employees or Executives who are
judged by the Board to have made an extraordinary contribution to the current or future performance of the Company or
who are expected to play a critical role in one of the Company’s activities that could take two to three years to complete,
and where retention of the individual’s services is seen as an important determinant of the success to that activity.

There were no special awards made for the 2016 year.
6. Accounting for Options and Rights Granted to Employees

The values of the rights and options are expensed to profit and loss over the vesting period. No options were granted in
2016 and there are none on issue.

Performance rights granted in 2016 are valued at the date of grant using a Monte Carlo Simulation model to determine
the probability of the absolute return performance hurdles and the relative return performance hurdles being achieved.
Retention rights granted in 2016 are valued using the Black Scholes model at the date of grant. No cash benefit is
received by KMP of the Company until the sale of the resultant shares, which cannot be done unless and until the rights
or options have vested and the shares issued.

7. Executive Director’s Remuneration

As at 31 December 2016, James Menzies was the only Executive Director on the Board. Mr Menzies commenced as
Executive Chairman on 15 December 2016 under an executive employment agreement.

The key terms of Mr Menzies employment agreement are as follows:

(i) There is no fixed term.

(i) FAR is A$250,000 per annum, inclusive of superannuation contributions. This amount is reviewable annually.

(i) The issue of 1,000,000 ordinary fully paid shares in Tap and 1,000,000 performance rights to acquire ordinary fully
paid shares in the Company, with the performance rights vesting at a rate of 166,667 for each month of completed
service with the Company. The issue of these shares and performance rights are subject to obtaining the necessary
shareholder approvals. In the event shareholders do not approve this issue of shares and performance rights, the
Company is required to pay the cash equivalent amount of the value of these shares and performance rights.

(v) The Company or Mr Menzies may terminate the agreement at any time by giving 30 days written notice, except for
the Company’s right to terminate without notice in prescribed circumstances.

The Company has entered into a deed of indemnity, insurance and access with Mr Menzies whereby the Company will
maintain an appropriate level of directors’ and officers’ indemnity insurance and provide access to Company records.
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8. Executives
Key terms and conditions of the service agreements with Executives are as follows:
Remuneration

All service agreements now standardise the Executive’s entitlement to:

iy LTI, and
iv) any other benefits that may be provided by the Company including special awards.

Termination

All service agreements may be terminated under the following circumstances:
) resignation on three months’ notice by the Executive;

i) termination on three months’ notice by the Company;

i) termination without notice by the Company for cause; or
iv) termination by the Company because the Executive’s position is redundant.

—_— = =

9. Non-executive Directors’ Remuneration

In line with Corporate Governance principles, Non-executive Directors of the Company are remunerated solely by
way of fees and statutory superannuation. The annual fee is set to reflect current market levels based on the time,
responsibilities and commitments associated with the proper discharge of their duties as members of the Board. All
Directors of the Company are encouraged to apply a proportion of their fees to purchase shares in the Company. The
maximum total pool of available fees is set by shareholders in general meeting and is currently A$500,000.

The maximum total pool of available fees has not increased since 2010.

Other than statutory superannuation, Non-executive Directors of the Company are not entitled to any retirement benefits
upon retirement from office.

The terms of engagement provide that the Company will maintain an appropriate level of directors’ and officers’
insurance and provide access to Company records in accordance with the terms of deeds of indemnity, insurance and
access entered into between the Company and each of the Non-executive Directors.

The remuneration payable by the Company to Non-executive Directors is shown in the relevant tables.
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15.4 Elements of Remuneration related to Performance

The Corporations Act requires disclosure of the Company’s remuneration policy to contain a discussion of the Company’s
earnings and performance and the effect of the Company’s performance on shareholder wealth in the reporting period
and the four previous financial years. The table below provides a five year financial summary to 31 December 2016. Note
all monetary figures are USD.

12 months ended Dec 16 Dec 15 Dec 14 Dec 13 Dec 12 Notes
Net Loss After Tax (14.9) (54.5) 42.7) (38.1) 8.7) B1
EPS (loss) (cents) Basic 4.1) (22.3) (17.6) (15.8) (1.5) F3
EPS (loss) (cents) Diluted 4.1) (22.3) (17.6) (15.8) (1.5) F3
Year end share price (US$) 0.07 0.14 0.34 0.45 0.64

Shares on Issue (million) 424.0 257.6 243.2 2421 241.3

Market Capitalisation (US$million) 29.7 35.7 83.8 108.3 155.4

1. No dividends were paid during any of the financial years.

2. 2012 to 2013 inclusive were previously stated in AUD and have been translated here to USD at the average rate for the year.
3. 2012 to 20183 inclusive were previously stated in AUD and have been translated here to USD at the year end rate.
4. The opening share price for 2012 was A$0.50 (as at 31 December 2011).

Key Performance Indicators (KPI) Assessment for 2016

During 2016 the Board discussed the factors to be considered in relation to the setting of the 2016 KPIs and determined
that the incoming Board should develop a revised set of 2016 KPIs once a strategy had been agreed for 2016. It was
subsequently agreed that no KPIs would be set and no short term incentives would be awarded for the 2016 year.

The Board has undertaken to review the KPIs to be set for the 2017 early in the 2017 year so that relevant KPIs can be
constructed by reference to an approved business strategy, plan and budget.

15.5 KMP Remuneration related to Performance

FAR for all employees is based on comparisons to similar positions in peer companies and is reviewed annually. An
individual’s performance will have a strong influence on any annual increase, as will any changes in job responsibilities.

The elements of remuneration shown in the columns labelled “Bonus” and “Share-based payment equity settled” in

the tables below are related to Company and individual performance. The elements of remuneration shown in the
remaining columns are not performance related. The performance conditions used in the determination of performance-
based remuneration for Executive Directors and Executives of the Company are explained in detail in the discussion on
remuneration policy in this remuneration report. As noted above, given the company’s performance during 2016, the low
oil price environment and the impact of this on the Company’s cash flow position, the Board determined that there would
be no STl awards for 2016.

The value of options, shares and rights shown in the tables below are the accounting costs accrued in the financial year for
grants in the financial year or in previous financial years. No cash benefit is received by KMP of the Company until the sale
of the resultant shares, which cannot be done unless and until the rights or options have vested and the shares issued. No
cash bonus awards were forfeited because the person did not meet the relevant service or performance conditions.

Mr Bath received an increase in his FAR of A$30,000 per annum effective, 1 January 2017.

15.6  Other Elements of Director and Executive Remuneration

Remuneration packages contain the following key elements:

(@) Short term employee benefits — salary/fees, bonuses and non-monetary benefits, such as car parking.
(b) Post-employment benefits — including superannuation, prescribed retirement benefits and retirement gifts.
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The remuneration of the key management personnel of the Consolidated Entity and the Company is set out below:
Key Management Personnel - Compensation Summary

Details of the nature and amount of each major element of remuneration of each director of the Company, and other
KMP of the Consolidated Entity are:

Post-
Short-term employee benefits employment
Share-
based %
payment Proportion of
equity remuneration
Salary & Non- Super- settled performance
2016 fees Bonus monetary Other® annuation Rights® Total related
Non-executive
Directors - current
A Hall® 12,000 - - - 1,140 - 13,140 -
P J Mansell @ 34,444 - - - 3,272 - 37,716 -
C B Newton® 31,633 - - - - - 31,633 -
T L Soulsby @ 31,633 - - - - - 31,633 -
S Sreesangkom © 37,716 - - - - - 37,716 -
Executive Director
J G Menzies ® 43,384 - - - - - 43,384 -
Executives -
current
CJBath® 113,020 - 2,846 - 8,836 14,094 138,797 10.4%
R M Somerville 215,151 - 4,713 - 12,271 - 232,135 -
Non-executive
Directors - former
D W Bailey ® 110,665 - - - 10,513 - 121,178 -
M J Sandy © 23,655 - - - 2,238 - 25,793 -
D A Schwebel (19 23,655 - - - 2,238 - 25,793 -
Executives - former
T J Hayden (") 238,391 - 4,327 422,819 14,485 258 680,279 -
D J Rich (2 162,490 - 2,344 321,530 7,540 (21,968) 471,935 -
M T Ryan (9 97,759 2,344 114,907 7,256 (11,380) 210,886 -
A C Sudlow (1% 246,621 - 4,327 295,271 13,269 12,592 572,080 2.2%
1,422,017 - 20,901 1,154,527 83,058 (6,404) 2,674,098

(i) Under the rights column, performance rights have been valued using a Monte Carlo Simulation model and retention rights have
been valued using the Black Scholes model. Negative amounts represent a reversal of amounts previously expensed. Further details
of the share rights plan are contained in note F7 to the financial statements.

(i) These amounts relate to payments due under contracts for accrued leave, in lieu of notice and contractual redundancy obligations.

1. A Hall appointed 18 October 2016. 8. D W Bailey resigned 15 December 2016.

2. P J Mansell appointed 27 May 2016. 9. M J Sandy resigned 27 May 2016.

3. C B Newton appointed 1 January 2016. 10. D A Schwebel resigned 27 May 2016.

4. T L Soulsby appointed 1 January 2016 11. T J Hayden resigned as Managing Director 27 May 2016 and
5. S Sreesangkom appointed 27 May 2016. as part time CEO 15 December 2016.

6. J G Menzies appointed as a non executive Director on 27 May  12. D J Rich resigned 1 July 2016.

2016 and subsequently appointed Executive Chairman on 15 13. M Ryan resigned 1 July 2016.
December 2016. 14. A C Sudlow resigned 1 December 2016.
7. C Bath appointed 25 May 2016.
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Post- %
Short-term employee benefits employment  Share-based Proportion of
payment remuneration
Salary Non- Super- equity settled performance
2015 & fees Bonus  monetary Other annuation Rights Total related
Non-executive
Directors
D W Bailey 116,826 - - - 11,099 - 127,925 -
M J Sandy 58,413 - - - 5,649 - 63,962 -
D A Schwebel 58,413 - - - 5,649 - 63,962 -
Executives - current -
T J Hayden 361,918 - 5,066 - 14,332 25,747 407,063 6.3%
D JRich 321,220 - 5,066 - 14,332 72,272 412,890 17.5%
M T Ryan 88,245 - 2,387 - 7,014 11,506 109,152 10.5%
R M Somerville @ 82,970 - 1,485 - 4,769 - 89,224 -
A C Sudlow 276,429 - 5,066 - 14,332 103,709 399,536 26.0%
Executives - former
M J Williams © 186,923 - 3,137 - 10,228 (20,452) 179,836 -
1,551,357 - 22,207 - 87,204 192,782 1,853,550

1. M Ryan appointed 13 Jul 2015.

2. R Somerville appointed 16 September 2015.

3. M J Wiliams resigned 14 August 2015. The salaries and fees amount includes US$16,647 paid for leave accrued. The share-
based payment equity settled amount is negative as the lapsing of Ms Williams’ rights resulted in a reversal of amounts previously
expensed.

Rights over Equity Instruments Granted
Details on rights over ordinary shares in the Company that were granted as compensation to each KMP during the

reporting period are set out below. Note that non executive directors are not able to participate in the current Tap Oil
Limited Share Rights Plan and have not been issued any rights over ordinary shares and are therefore excluded from the

table:
Fair Value of
Fair value per  value per rights Financial
Number of Number of performance  retention granted year in
performance retention Grant date Grant date  right at grant right at during the which
rights granted rights granted  (performance  (retention date grant year rights
2016 during 2016 during 2016 rights) rights) A$ date A$ vest
Executive
Director
J G Menzies - - - - - - - -
Executives -
current
C J Bath - 1,024,544 - 25-May-16 - 0.09 18,936 2019
R M Somerville - - - - - - - -
Executives -
former
T J Hayden - - - - - - - -
D J Rich 985,876 - 01-Jan-16 - 0.04 - 39,362 2019
M T Ryan 290,955 - 01-Jan-16 - 0.04 - 11,617 2019
A C Sudlow 914,022 - 01-Jan-16 - 0.04 - 36,493 2019
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The Tap Oil Limited Share Rights Plan was last approved by shareholders on 27 May 2016. All rights to shares have a
vesting period of three years. The rights granted entitles the holder to one share in the Company upon vesting, have
no exercise price, are exercisable from the date of vesting and the details of vesting periods are set out in note F7 to
the financial statements. All rights expire on the earlier of their expiry date or termination of the individual’s employment.
None of the performance rights granted to KMP vested during the reporting period (2015: 61,454) and 11,168,281
performance rights lapsed (2015: 3,068,763). A total of 505,891 retention rights granted to KMP vested during the
reporting period (2015: nil) and 272,981 lapsed (2015: 373,766).

No cash benefit is received by KMP of the Company until the sale of the resultant shares, which cannot be done unless
and until the rights have vested and the shares issued.

Number
of Fair Value of
retention Fair value per  value per rights Financial
Number of rights performance  retention  granted year in
performance  granted Grant date Grant date  right at grant right at during which
rights granted during (performance (retention date grant the year rights Expiry
2015 during 2015 2015 rights) rights) A$ date A$ vest date
Executive -
current
T J Hayden - - - - - - - - -
D J Rich 758,381 - 01-Jan-15 - 0.08 - 10,514 2018 01-Jan-22
D J Rich - 152,326 - 01-Jan-15 - 0.41 62,526 2016 01-Jan-22
M T Ryan - 272,981 - 13-Jul-15 - 0.36 15,290 2018 13-Jul-22
A C Sudlow 647,834 - 01-Jan-15 - 0.08 — 8,981 2018 01-Jan-22
A C Sudlow - 110,604 - 01-Jan-15 - 0.41 45,400 2016 01-Jan-22
A C Sudlow - 242,961 - 01-Jan-15 - 0.41 66,540 2016 01-Jan-22
Executives -
former
M J Williams 651,235 - 01-dan-15 - 0.08 - - 2018 01-Jan-22
M J Williams - 130,805 - 01-Jan-15 - 0.41 - 2016 01-Jan-22
M J Williams - 242,961 - 01-Jan-15 - 0.41 - 2016 01-Jan-22
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Value of Rights that have vested or lapsed

The following table summarises the number and value of rights that have vested or lapsed during the financial year. Note
that Non-executive Directors are not able to participate in the current Tap Oil Limited Share Rights Plan and have not
been issued any rights over ordinary shares and are therefore excluded from the table:

Number
Value of of ordinary
rights vested shares
at vesting issued as
Number of date Number of a result of Amount Amount
2016 rights vested A$ rights lapsed vesting paid unpaid
Executive
Director
J G Menzies - - - - - -
Executives -
current
C J Bath - - - - - -
R M Somerville - - - - - -
Executives -
former
T J Hayden - - 5,814,538 - - -
D J Rich 152,326 62,695 2,689,538 152,326 - -
M T Ryan - - 563,936 - - _
A C Sudlow 353,565 145,523 2,373,250 353,565 - -
505,891 208,218 11,441,262 505,891 R R
Number
Value of of ordinary
rights vested shares
at vesting issued as
Number of date Number of a result of Amount
2015 rights vested A$ rights lapsed vesting Amount paid unpaid
Executives -
current
T J Hayden 61,454 25,811 1,134,525 61,454 - -
D J Rich - - 352,467 - - -
M T Ryan - - - - - -
R M Somerville - - - - - -
A C Sudlow - - 120,566 - - -
Executives -
former
M J Williams - - 1,834,971 - - -
61,454 25,811 3,442,529 61,454 - -
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Value of Rights — Basis of Calculation

The value of performance rights at the grant date is calculated as the fair value of the rights at grant date, using the
Monte Carlo Simulation model, multiplied by the number of rights granted.

The value of retention rights at the grant date is calculated as the fair value of the rights at grant date, using the Black
Scholes model, multiplied by the number of rights granted.

The value of rights included in remuneration for the year is calculated in accordance with Australian Accounting
Standards. This requires the value of rights to be determined at grant date and thereafter included in remuneration for the
year based proportionately on the vesting period. Where the rights vest fully in the year of grant, the full value of the rights
is recognised in remuneration for that year.

No adjustment is made to the value included in remuneration or the financial results where the right ultimately has a
lesser or greater value than as at the date of grant. The inputs into the fair value calculation of the rights granted are set
out in note F7 to the financial statements.

Key Management Personnel Equity Holdings

The following table summarises the fully paid ordinary shares of Tap Oil Limited held by KMP:

Balance held
directly & Balance held
Balance at Received on Net other indirectly at nominally
1/1/16 vesting of rights change 31/12/16 (indirectly)

2016 No. No. No. No. No.
Non-executive
Directors
A Hall - - - - -
P J Mansell - - 1,000,000 1,000,000 1,000,000
C B Newton - - - - -
T L Soulsby - - - - -
S Sreesangkom - - - - -
Executive Director
J G Menzies - - 1,000,000 1,000,000 -
Executives - current
C J Bath - - - - -
R M Somerville - - - - -
Non-executive
Directors - former
D W Bailey 377,934 - 1,166,761 1,544,695 200,000
M J Sandy 209,472 - (209,472) - -
D A Schwebel 150,000 - - 150,000 150,000
Executives - former
T J Hayden 2,347,653 - 1,408,592 3,756,245 2,045,842
D J Rich - 152,326 (152,326) - -
M T Ryan - - - - -
A C Sudlow 181,964 353,565 350,000 885,529 642,568

3,267,023 505,891 4,563,555 8,336,469 4,038,410
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Balance held
directly & Balance held
Balance at Received on Net other indirectly at nominally
1/1/15 vesting of rights change 31/12/15 (indirectly)

2015 No. No. No. No. No.
Non-executive
Directors
D W Bailey 377,934 - - 377,934 200,000
M J Sandy 209,472 - - 209,472 209,472
D A Schwebel 150,000 - - 150,000 150,000
Executives - current
T J Hayden 2,286,199 61,454 - 2,347,653 650,900
M T Ryan - - - - -
R M Somerville - - - - -
A C Sudlow 181,964 - - 181,964 -
D J Rich - - - - -
Executives - former
M J Williams 177,425 - - 177,425 -

3,282,994 61,454 - 3,344,448 1,210,372

Key Management Personnel - Movement in Rights

The following table summarises the movement in rights in ordinary shares of Tap QOil Limited. Note that Non-executive
Directors are not able to participate in the current Tap Oil Limited Share Rights Plan and have not been issued any rights
over ordinary shares and are therefore excluded from the table:

Balance at Granted as Vested during Lapsed during Balance at
1/1/16 remuneration the year the year 31/12/16
2016 No. No. No. No. No.
Executive Director
J G Menzies - - - - -
Executives - current
C. J. Bath - 1,024,544 - - 1,024,544
R M Somerville - - - - -
Executives - former
T J Hayden 5,814,538 - - (5,814,538) -
D J Rich 1,855,987 985,876 (152,326) (2,689,537) -
M T. Ryan 272,981 290,955 - (5683,936) -
A C Sudlow 1,812,792 914,022 (353,565) (2,373,249) -
9,756,298 3,215,397 (505,891) (11,441,260) 1,024,544
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Balance at Granted as Vested during Lapsed during Balance at
1/1/15 remuneration the year the year 31/12/15
2015 No. No. No. No. No.

Executives - current

T J Hayden 7,010,517 - (61,454) (1,134,525) 5,814,638

M T. Ryan - 272,981 - - 272,981

R M Somerville - - - - -

A C Sudlow 931,959 1,001,399 - (120,566) 1,812,792

D J Rich 1,297,747 910,707 - (352,467) 1,855,987
Executives - former

M J Williams 809,969 1,025,001 - (1,834,970) -

10,050,192 3,210,088 (61,454) (8,442,528) 9,756,298

Other Transactions with Key Management Personnel

There were no other transactions with KMP during the year.

Discretionary Cap on Total Number of Rights

The Board maintains a discretionary cap on the total number of all performance and retention rights on issue to
employees and Executives. Currently the Board has set this cap at 6% of the number of issued fully paid shares in the
Company. This cap provides a margin to cover the issue of rights above the 4.5% maximum level of rights that may be
issued over the three year vesting period of such rights at the guideline maximum rate of 1.5% per annum. The Board will
inform shareholders of exceptions or changes to these guidelines should they occur.

The Board is of the view that such a cap significantly reduces the potential for material dilutionary effects of issues of
rights at low share prices.

A total of 3,863,746 performance rights were issued during the year, effective 1 January 2016, being the award of LTI
performance rights for the year ended 31 December 2015.

The total number of performance and retention rights on issue at 31 December 2016 was 2,328,101, which is 0.55% of
shares on issue at 31 December 2016 and under the policy guideline cap of 6%.

On 1 January 2017, 186,088 performance rights lapsed.

In January 2017, the Board approved the issue of 6,359,513 performance rights for the 2016 LTI award. The rights took
effect from 1 January 2017. This issue was scaled back in order to remain under the 1.5% cap of the shares on issue.

The total number of rights on issue at the time of this report is 8,501,526 which equals 2.0% of the shares on issue at
the time of this report, well under the 6% discretionary cap.

Signed in accordance with a resolution of the Directors:

g 4o

James Menzies
Executive Chairman

West Perth, Western Australia
27 February 2017
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Deloitte Touche Tohmatsu

- ABN 74 490 121 060
D e I o I tte. Tower 2, Brookfield Place
123 St Georges Terrace
Perth WA 6000

GPO Box A46
Perth WA 6837 Australia

Tel: +61 8 9365 7000

Fax: +61 (0) 9365 7001
www.deloitte.com.au

The Board of Directors

Tap Oil Limited

Level 1, 47 Colin Street
WEST PERTH WA 6005

27 February 2017

Dear Board Members
Auditor’'s Independence Declaration to Tap Oil Limited

In accordance with section 307C of the Corporations Act 2001, I am pleased to
provide the following declaration of independence to the directors of Tap Oil Limited.

As lead audit partner for the audit of the financial statements of Tap Qil Limited for
the financial year ended 31 December 2016, I declare that to the best of my
knowledge and belief, there have been no contraventions of:

(i) the auditor independence requirements of the Corporations Act 2001 in
relation to the audit; and

(ii) any applicable code of professional conduct in relation to the audit.

Yours sincerely

Deto e Touwde ohuualiu
DELOITTE TOUCHE TOHMATSU

Leanne Karamfiles
Partner
Chartered Accountants

Liability limited by a scheme approved under Professional Standards Legislation.

Member of Deloitte Touche Tohmatsu Limited
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Deloitte Touche Tohmatsu
e OI e. ABN 74 490 121 060

Tower 2, Brookfield Place
123 St Georges Terrace
Perth WA 6000

GPO Box A46
Perth WA 6837 Australia

Tel: +61 8 9365 7000
Fax: +61 (0) 9365 7001
www.deloitte.com.au

Independent Auditor’s Report to the members of
Tap Oil Limited

Report on the Audit of the Financial Report
Opinion

We have audited the financial report of Tap Oil Limited (the “Entity”) and its subsidiaries (the
“Group”) which comprises the consolidated statement of financial position as at 31 December
2016, the consolidated statement of profit or loss and other comprehensive income, the
consolidated statement of changes in equity and the consolidated statement of cash flows for
the year then ended, and notes to the financial statements, including a summary of significant
accounting policies and other explanatory information, and the director’s declaration as set out
on pages 33 to 91.

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

(i) giving a true and fair view of the Group’s financial position as at 31 December 2016
and of its financial performance for the year then ended; and

(i) 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 confirm that the independence declaration required by the Corporations Act 2001, which
has been given to the directors of Tap Oil Limited, would be in the same terms if given to
directors as at the time of this auditor’s report.

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

Liability limited by a scheme approved under Professional Standards Legislation.

Member of Deloitte Touche Tohmatsu Limited
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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 for 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
Carrying value of the Manora Project

As at 31 December 2016 development
expenditures relating to the Manora project
of $54.7 million (2015: $74.5 million) are
disclosed in note C1.

The evaluation of the recoverable amount of
the asset requires significant judgement in
determining the key assumptions
supporting the expected future cash flows of
the Manora project

The Group’s net assets exceeded its market
capitalisation which represents an
impairment trigger under AASB 136
Impairment of Assets requiring an
assessment of the assets’ recoverable
amount.

How the scope of our audit responded to the
Key Audit Matter
Our procedures included, but were not limited to:

e Engaging our valuation experts to assist with;

o challenging the assumptions and
methodologies used by management

o assessing the discount rate and
projected oil prices used in the cash
flow model by comparing to consensus
forecasts; and

o challenging the forecast production
profile, with reference to historic levels
and project reserve estimates which
underpin the life of field model;

e comparing the project forecasts to the Board
approved budgets and operator forecasts;

e applying sensitivities to the forecast cash flows
to quantify the impact of reasonable changes
in commodity prices, discount rate and
production forecasts, being the factors with the
most significant impact on recoverable value;
and

o testing management’s model for mathematical
accuracy.

We also assessed the appropriateness of the related
disclosures included in note Cl1 to the financial
statements.

Going Concern

As at 31 December 2016 the Group is loss
making and has a net liability position of
$2.2 million as disclosed in note A.

The Group is dependent upon its ability to
generate sufficient cash flows to meet
scheduled loan repayments and covenant
requirements and to meet liabilities as and
when they fall due.

Our procedures included, but were not limited to:

e challenging managements assumptions in the
cash flow forecast for the period under review;

e testing, on a sample basis, the consistency of
key inputs in the cash flow forecast compared
to other financial and operational information,
including management’s valuation model
related to the Manora project which is
underpinned by the current life of field model;

e comparing the project forecasts to the Board
approved budgets and operator forecasts; and

e testing compliance with covenant
requirements at year end and reviewing
management’s forecast covenant compliance
calculations for the period.

We also assessed the appropriateness of the related
disclosures included in note A to the financial
statements.
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Other Information

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 31 December 2016, 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.

Directors’ Responsibilities for the Financial Report

The directors of the Entity 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.

In preparing the financial report, the directors are responsible for assessing the ability of the
Group 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 has 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.

As part of an audit in accordance with the Australian Auditing Standards, we exercise
professional judgement and maintain professional scepticism throughout the audit. We also:

¢ Identify and assess the risks of material misstatement of the financial report, whether
due to fraud or error, design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to provide a basis for our
opinion. The risk of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Group’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the directors.

e Conclude on the appropriateness of the directors’ use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Group’s
ability to continue as a going concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditor’s report to the related disclosures in
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the financial report or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the Group to cease to continue
as a going concern.

e Evaluate the overall presentation, structure and content of the financial report,
including the disclosures, and whether the financial report represents the underlying
transactions and events in a manner that achieves fair presentation.

e Obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities within the Group to express an opinion on the financial
report. We are responsible for the direction, supervision and performance of the Group'’s
audit. We remain solely responsible for our audit opinion.

We communicate with the directors regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

We also provide the directors with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where
applicable, related safeguards.

From the matters communicated with the directors, we determine those matters that were of
most significance in the audit of the financial report of the current period and are therefore the
key audit matters. We describe these matters in our auditor’s report unless law or regulation
precludes public disclosure about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to outweigh the public interest benefits
of such communication.

Report on the Remuneration Report
Opinion on the Remuneration Report

We have audited the Remuneration Report of Tap Oil Limited included in pages 14 to 27 of the
Directors’ report for the year ended 31 December 2016.

In our opinion, the Remuneration Report of the Entity, for the year ended 31 December 2016,
complies with section 300A of the Corporations Act 2001.

Responsibilities

The directors of the Entity 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.

Deto e Toudhe Tolhwualziu
DELOITTE TOUCHE TOHMATSU

Leanne Karamfiles
Partner

Chartered Accountants
Perth, 27 February 2016
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1. In the opinion of the Directors of Tap Oil Limited (the Company):

(a) the consolidated financial statements and notes that are set out on pages 34 to 91 and the Remuneration report
in section 15 in the Directors Report, are in accordance with the Corporations Act 2001, including:

i, giving a true and fair view of the Consolidated Entity’s financial position as at 31 December 2016 and of its
performance for the financial year ended on that date; and
ii. complying with Australian Accounting Standards 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.

(c) the financial statements and notes are in accordance with International Financial Reporting Standards, as stated
in Note A to the financial statements; and

(d) the Directors have been given the declarations required by section 295A of the Corporations Act 2001.

Signed in accordance with a resolution of the Directors:

J G Menzies
Executive Chairman

West Perth, Western Australia
27 February 2017
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Consolidated statement of profit or loss
and other comprehensive income

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

2016 2015

Note Us$’000 US$’000
Continuing operations
Revenue B1(a) 63,682 102,029
Cost of sales B1(b) (51,432) (75,439)
Gross profit 12,250 26,590
Other revenue B1(a) 508 205
Administration expenses B1(c) (6,982) (5,163)
Finance costs B1(d) (3,045) (7,265)
Exploration expenses B1(e) (1,322) -
Impairment losses and write-downs B1(e) (7,873) (68,577)
Other expenses B1(f) (5,503) (412)
Loss before tax (11,967) (54,622)
Income tax (expense)/benefit B3(a) (2,965) 160
Loss for the year (14,932) (54,462)
Other comprehensive income
Items that may be reclassified subsequently to
profit and loss
Unrealised loss on cash flow hedge (1,729) -
Foreign currency translation differences - foreign
operations 21 423
Total comprehensive loss for the year (16,640) (54,039)
Earnings per share from continuing operations:
Basic (cents per share) F3 4.1) (22.3)
Diluted (cents per share) F3 4.1) (22.3)

The consolidated statement of profit or loss and other comprehensive income is to be read in conjunction with the notes
to the financial statements.
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Consolidated statement of financial position

AS AT 31 DECEMBER 2016

2016 2015
Note US$'000 US$'000

Current assets
Cash and cash equivalents F6(a) 6,396 15,581
Trade and other receivables C5 7,650 20,978
Inventories C6 5,847 4,475
Current tax assets B3(b) 90 -
Other current assets C9 1,786 700
Total current assets 21,769 41,734
Non-current assets
Property, plant and equipment C1 54,724 74,557
Exploration and evaluation assets C7 919 3,178
Deferred tax assets B3(c) 16,545 22,108
Other non-current assets C9 = 1,111
Total non-current assets 72,188 100,954
Total assets 93,957 142,688
Current liabilities
Trade and other payables C4 12,351 23,939
Current tax liability B3(b) = 422
Other financial liabilities Cc8 1,742 -
Provisions c2 984 4,907
Loans and borrowings D1 8,874 25,722
Total current liabilities 23,951 54,990
Non-current liabilities
Provisions c2 24,244 21,248
Loans and borrowings D1 = 10,410
Total non-current liabilities 24,244 31,658
Total liabilities 48,195 86,648
Net assets 45,762 56,040
Equity
Issued capital D2 141,524 135,174
Share options reserve 3,526 3,526
Share rights reserve F2 3,180 3,168
Foreign currency translation reserve F2 55,672 55,651
Cash flow hedge reserve F2 (1,729) -
Profit reserve F2 72,940 72,940
Retained earnings F2 (229,351) (214,419)
Total equity 45,762 56,040

The consolidated statement of financial position is to be read in conjunction with the notes to the financial statements.
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Consolidated statement of changes

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

"SJUBLUBIRIS [eIoURUIL 8U) O] S810U 8U1 YlIM Uonounluoo ul peal aq 01 si Ainbs Ul sebueyo Jo JUsLLSIE]S Palepljosuod ey |

"2 910U 0} Jajai seniasay Jo esodund pue ainjeu ayy Jo uonduosep e o4

29L'st (Lge‘622)  0V6'CL 2L9'eS (62L°1) osl‘e 9es’e ves' il

291 - - - - 291 - -

- - - - - (osh) - oSk

002'9 - - - - - - 002'9
(802°1) - - e (6221 - - -

(802°1) - - e 6221 - - -
(ce6'vt)  (ee6'vl) - - - - - -
01095 (6L¥'vic)  oveeL 169'GS - 89L'e 9zs‘e vLL'GEL

69¢ - - - - 69¢ - -

9z - - - - - - 9z

€6'L - - - - - - €61
(£G6L'Y) - - - (£62'%) - - -

.Gy - - - 1Sy - - -

- (,62'01) /6201 - - - - -
(690'79) (e9r'va) - €6¢ - - - -

€62 - - €68 - - - -
(cov'v9) (9r'va) - - - - - -

W20 (0996¥E) €929 862°GS - 008°‘C 9egs’e SlL'eel
000.$SN 000.$SN  000.$SN  000.$SN  000.$SN  000.$SN  000.$SN  000.$SN  ©loN

[elol sbujures (OSSs8I aNIBSal IV () OISl () OISl [endeo

paulelay 1old uone|suely abpay syBu suondo penss|
Aousa.lino MO} yseD aleys a/eys
ublalo

9102 1aqwiaoaq L¢ 1e aouejeq

sjuswAed paseq-aseys JO uonuboosy

S1yBU aleys paisen Jo uondwspey

SeJeys Jo anss|

Jeak 8y} Jo} (SSoj)/ewooul 8AIsusyaIdwoD [e10]
Jeak 8y} Jo} 8LOodUl BAISUBYIAWOD JaYi0

Jeah ey Jo) sSOT

G10g 1oqwiao9a( Lg je douejeg
sjuswiAed paseq-aieys JO Uonubooay
S1yBU aseys paisen Jo uondwepay
SOJeyS JO anss|

abpay Mo} Yseo Jo anjea
Jrey Ul sebueyo uo Buisue uel Jo uoneolsseoay

abpay Moj} YseD JO anfen ey Ul sebueyd uo uies)
aAIBsal 11j0id Jesk 1usiind 0] uoneudoiddy
Jeak 8y} Jo} (SSo))/ewooul aAIsusyaidulod [e1o]
Jeak 8y} Jo} 8WwodUl 8AIsUSYaIdWOD JBYi0

Jeak ey 4o} SSOT

G102 Aienuep | 1e aouejeg

Tap Oil Limited

36




Consolidated statement of cash flows

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

Cash flows from operating activities
Receipts from customers

Payments to suppliers and employees
Interest received

Income taxes paid/(received)

Net cash provided by operating activities

Cash flows from investing activities
Payments for property, plant and equipment
Payments for exploration assets

Payments for restoration expenditure

Net cash used in investing activities

Cash flows from financing activities
Draw down of borrowings

Proceeds from issue of shares
Payment for share issue costs

Repayment of borrowings

Payment of interest and transaction costs related to loans

and borrowings

Net cash used in financing activities

Net (decrease)/increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the

financial year

Effects of exchange rate changes on the balance of cash

held in foreign currencies

Cash and cash equivalents at the end of the

financial year

2016 2015
Note US$’000 US$'000
71,033 101,985

(44,567) (48,187)

98 97

798 (1,576)

Fé(b) 27,362 52,319
(6,403) (13,246)

(2,428) (3,180)

(2,394) (384)

(11,225) (16,810)

- 13,241

6,689 1,973

(490) -

(27,226) (42,794)

2,317) (4,542)

(23,344) (32,122

(7,207) 3,387

15,581 14,034

(1,978) (1,840)

F6(a) 6,396 15,581

The consolidated statement of cash flows is to be read in conjunction with the notes to the financial statements.
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Notes to the financial statements

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

Note Contents

A Statement of compliance and basis of preparation
B Results for the year

B1 Loss for the year from operations
B2 Segment information

B3 Income taxes

C Operating assets and liabilities
C1 Property, plant and equipment
c2 Provisions

C3 Interests in joint operations

C4 Trade and other payables

C5 Trade and other receivables

C6 Inventories

Cr Exploration and evaluation assets
C8 Other financial liabilities

C9 Other assets

D Capital structure and financing costs
D1 Loans and borrowings

D2 Issued capital

D3 Financial instruments

E Group structure

E1 Subsidiaries

E2 Parent entity disclosures

F Other items

F1 Other accounting policies

F2 Reserves

F3 Earnings per share

F4 Commitments for expenditure

F5 Leases

F6 Notes to the cash flow statement
F7 Share-based payments

F8 Key management personnel compensation
Fo Related party transactions

F10 Remuneration of auditors

F11 Contingencies

F12 Subsequent events

F13 General information

38 Tap Oil Limited




Notes to the financial statements

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

REPORTING ENTITY

Tap Oil Limited (the Company) is a for profit company domiciled in Australia.

The Company’s registered office is Level 1, 41-47 Colin Street, West Perth WA 6005. These consolidated
financial statements comprise the Company and its subsidiaries (together referred to as the Group). The Group
is primarily involved in oil and gas exploration and production in the Gulf of Thailand and Carnarvon Basin in the
northwest of Western Australia.

A. BASIS OF PREPARATION

(a) Statement of compliance

The consolidated financial statements are general purpose financial statements which have been prepared in
accordance with Australian Accounting Standards adopted by the Australian Accounting standards Board and
the Corporations Act 2001.

The consolidated financial statements comply with Australian Accounting Standards (AASB) and International
Financial Reporting Standards (IFRS).

The financial statements were authorised for issue by the Board of Directors on 27 February 2017.
(b) Functional and presentation currency

These consolidated financial statements are presented in United States Dollars, which is the Company’s
functional currency, unless otherwise noted.

(c) Basis of measurement

The consolidated financial statements have been prepared on the historical cost basis, except for the
revaluation of financial instruments and the valuation of share based payments.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date, regardless of whether that price is directly
observable or estimated using another valuation technique. In estimating the fair value of an asset or a liability,
the Consolidated Entity takes into account the characteristics of the asset or liability if market participants
would take those characteristics into account when pricing the asset or liability at the measurement date. Fair
value for measurement and/or disclosure purposes in these consolidated financial statements is determined on
such a basis, except for share-based payment transactions that are within the scope of AASB 2 ‘Share-based
Payment’, leasing transactions that are within the scope of AASB 117 ‘Leases’, and measurements that have
some similarities to fair value but are not fair value, such as net realisable value in AASB 102 ‘Inventories’ or
value in use in AASB 136 ‘Impairment of Assets’.

In addition, for financial reporting purposes, fair value measurements are categorised into Level 1, 2 or 3 based
on the degree to which the inputs to the fair value measurements are observable and the significance of the
inputs to the fair value measurement in its entirety, which are described as follows:

e Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the entity
can access at the measurement date;

e Level 2 inputs are inputs, other than quoted prices included in Level 1, that are observable for the asset or
liability, either directly or indirectly; and

e Level 3 inputs are unobservable inputs for the asset or liability.

The Company is of a kind referred to in ASIC Corporations (Rounding in Financial/Directors’ Reports)

Instrument 2016/191 and in accordance with that instrument, amounts in the financial report have been
rounded off to the nearest thousand dollars, unless otherwise indicated.
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FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

A. BASIS OF PREPARATION (CONT’D)

Accounting policies are selected and applied in a manner which ensures that the resulting financial information
satisfies the concepts of relevance and reliability, thereby ensuring that the substance of the underlying
transactions or other events is reported. Apart from changes in accounting policies noted below, the
accounting policies adopted are consistent with those disclosed in the Annual Financial Report for the year
ended 31 December 2015. When the presentation or classification of items in the financial report is amended,
comparative amounts are reclassified unless the reclassification is impracticable.

Going concern

The financial statements have been prepared on the going concern basis, which contemplates the continuity
of normal business activity and the realisation of assets and the settlement of liabilities in the normal course of
business.

The Consolidated Entity has incurred a net loss before tax of $12.0 million (2015: loss before tax of $54.6
million) and had net working capital deficiency of $2.2 million for the year ended 31 December 2016 (2015:
working capital deficiency of $13.3 million).

The Directors have reviewed the Consolidated Entity’s overall position and outlook in respect of the matters
identified above and are of the opinion that the use of the going concern basis remains appropriate. The
consolidated entity is expected to generate sufficient cash flows from its operations to meet its commitments
over the next 12 months as well as satisfy its financing covenants.

(d) Use of estimates and judgements

In the application of the Consolidated Entity’s accounting policies, management is required to make judgments,
estimates and assumptions about carrying values of assets and liabilities that are not readily apparent from
other sources. The estimates and associated assumptions are based on historical experience and various
other factors that are believed to be reasonable under the circumstance, the results of which form the basis of
making the judgments. Actual results may differ from these estimates.

e The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that period,
or in the period of the revision and future periods if the revision affects both current and future periods; and

e Judgments made by management, in the application of the Consolidated Entity’s accounting policies,
that have significant effects on the financial statements and estimates with a significant risk of material
adjustments in the next year are disclosed, where applicable, in the relevant notes to the financial
statements.
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FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

B1. LOSS FOR THE YEAR FROM OPERATIONS

Consolidated

2016 2015
US$'000 US$'000
(a) Revenue
Liquid sales" 42,398 80,115
Gas sales 21,284 21,914
63,682 102,029
Other revenue:
Royalties received 43 25
Interest received 465 180
508 205
64,190 102,234
0 Includes commodity hedge loss of US$3.7 million
(2015: US$4.8 million gain)
(b) Cost of sales
Production costs — Manora 15,165 17,608
Depreciation of capitalised development costs 24,919 34,993
Government royalties 3,805 6,933
Other production costs - Manora® (624) 6,743
43,265 66,277
Production costs — Third party gas 7,954 8,805
Operating costs — Third party gas 136 192
Marketing and sales costs 77 165
8,167 9,162
51,432 75,439

0 Under the terms of the Settlement Agreement with
Northern Gulf Petroleum Holdings Ltd and related
entities (collectively NGP), a payable of US$677,000
representing earn out payments has been reversed in
2016 and offsets Manora production costs.
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FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

B1. LOSS FOR THE YEAR FROM OPERATIONS (CONT’D)

Consolidated

2016 2015
US$’000 US$’000
(c) Administration expenses
Loss before income tax has been arrived at after
charging the following:
Employee benefit expenses:
Post employment benefits:
Superannuation contributions 138 296
Share-based payments:
Equity settled share-based payments 165 368
Other 3,585 2,990
4,063 3,654
Depreciation of office fixed assets 20 42
Operating lease rental payments 582 612
Other expenses, net of recoveries @ 2,317 855
6,982 5,163

O The other expenses are shown net of recoveries. The recoveries represent costs, including time spent by
the Consolidated Entity’s employees on exploration and production interests, which get capitalised to the
applicable exploration and production interests.

(d) Finance costs

Notional interest from unwinding discount on restoration

provisions 774 1,210
Borrowing costs 2,271 6,055
3,045 7,265

(e) Impairment losses and write-downs

Exploration impairment losses @ Cc7 7,873 20,708
Exploration expenditure write-downs @ 1,322 227
9,195 20,935
Property, plant and equipment impairment losses C1 - 46,773
Prepaid gas impairment losses - 869
9,195 68,577

O Exploration impairment losses and exploration expenditure write-downs are recognised when the carrying
amount of the exploration and evaluation assets exceeds the recoverable amount. Refer to note C7 for
further details. Included in Trade receivables in 2015 is US$9 million receivable from Northern Gulf Petroleum
Holdings Ltd and related entities (collectively NGP) representing the carry paid by Tap since 2010 on behalf
of NGP. Under the terms of the Settlement Agreement with NGP, this receivable has been reversed in 2016.
US$1.3 million of this reversal relating to G3/48 Exploration asset was written off.

The exploration impairment losses/write-downs are included in the oil & gas exploration segment.
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LOSS FOR THE YEAR FROM OPERATIONS (CONT’D)

Consolidated

2016 2015

US$'000 US$’000

(f) Other expenses
New venture and Business development expenditure 52 1,339
Foreign exchange differences 1,996 1,209
Rehabilitation/restoration expenses 1,191 (204)
Reversal of provisions @ (107) (1,861)
Woollybutt and Airlie operating costs 332 493
NGP settlement @ 2,000 -
Other 39 (564)
5,503 412

0 1n 2015 this relates to provisions made in previous years in relation to disputes with the FPSO contractor at
the Woollybutt field. There are no claims outstanding so the provision has been reversed.

i Under the terms of the Settlement Agreement between the Company and Mr Chatchai Yenbamroong
and Northern Gulf Petroleum Holdings Ltd and related entities (collectively NGP), the Company has paid
US$500,000 in November 2016, issued 9,973.329 shares with a notional value of US$662,700 and accrued
a final payment of US$837,500 (refer to Note C4) that is payable on or before 31 March 2018, however the
payment becomes due if the Company undertakes an equity raising.

(9) Depreciation

Depreciation charges are included above in cost of sales (b) and administration expenses (d).
Total depreciation for the Consolidated Entity is US$24.9 million (2015: US$35.0 million).

Accounting policy
Revenue recognition

Sale of goods
Revenue from the sale of goods is recognised when the Consolidated Entity has transferred to the buyer the
significant risks and rewards of ownership of the goods.

Dividend and interest revenue
Dividend revenue is recognised on a receivable basis. Interest revenue from a financial asset is recognised when it is
probable that the economic benefits will flow to the Consolidated Entity and the amount can be measured reliably.

Tap Oil Limited 43




Notes to the financial statements

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

B2.

44

SEGMENT INFORMATION

The Consolidated Entity derives its revenue from the sale of oil & gas.

Information reported to the Consolidated Entity’s chief operating decision maker for the purposes of resource
allocation and assessment of performance is focussed on the separate divisions managed by each individual member
of senior management. Based on this, the Consolidated Entity’s reportable segments under AASB 8 are as follows:

e Oil & gas production and development;
e Oil & gas exploration; and
e Third party gas.

The oil & gas production and development segment includes the assets moved from the exploration phase
to the development phase. This segment also includes producing assets. The Manora (G1/48) development
asset is included here as it commenced production during November 2014.

The oil & gas exploration segment includes all the areas of interest still in their exploration phase. This segment
primarily incurs the exploration expenditure in the Consolidated Entity.

The third party gas segment includes the purchases and sale of gas. The gas purchases are based on
contracted quantities and sales are done via agreements with customers or in certain instances via market
sales. The segment is managed by the Commercial Manager/Commercial Analyst.

The following is an analysis of the Consolidated Entity’s revenue and results from continuing operations by
reportable operating segment for the periods under review:

Revenue Segment result

2016 2015 2016 2015
US$’000 US$’000 Us$’000 US$'000
Oil & gas production and development 42,398 80,115 (8,923) (42,412)
Qil & gas exploration - - (9,528) (19,490)
Third party gas 21,284 21,914 12,858 12,308
63,682 102,029 (5,593) (49,594)
Interest revenue - 37
Other income 282 -
Central administration costs (5,864) (4,242)
Foreign exchange gain/(loss) - 95
Other expenses (792) (918)
Loss before tax (11,967) (54,622)
Income tax benefit/(expense) (2,965) 160
Loss for the year from continuing operations (14,932) (54,462)
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FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

B2. SEGMENT INFORMATION (CONT’D)

Segment revenues and results

Segment profit/(loss) represents the profit earned by each segment or loss made by each segment without
the allocation of centralised administration expenses, recoveries of administration expenses recognised on a
Consolidated Entity level, interest revenue, foreign exchange losses and income tax benefits.

The revenue represents oil and gas sales to external customers with no intersegment sales during the period.
US$46.0 million (2015: US$75.4 million) oil revenue was sold to one customer under contract. Included in
revenues arising from direct sales of third party gas of US$21.3 million (2015: US$21.9 million) are revenues of
US$21.1 million (2015: US$21.7 million) which arose from sales to one third party gas customer.

Segment assets and liabilities

The following is an analysis of the Consolidated Entity’s assets and liabilities by reportable operating segment
for the periods under review:

Assets Liabilities
2016 2015 2016 2015

US$’000 US$'000 US$'000 US$’000
Oil & gas production and development 82,722 121,392 26,400 63,131
Oil & gas exploration 5,998 7,426 15,440 15,783
Third party gas 4,295 10,366 5,897 5,439
Total segment assets and liabilities 93,015 139,184 47,737 84,353
Unallocated assets and liabilities 942 3,504 458 2,295
Consolidated total assets and liabilities 93,957 142,688 48,195 86,648

For the purpose of measuring segment performance and allocating resources between segments, the chief
operating decision maker monitors the tangible, intangible and financial assets attributable to each segment.
All assets and liabilities are allocated to reportable segments except for cash and cash equivalents and tax-
related assets and liabilities.
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B2. SEGMENT INFORMATION (CONT’D)

Other segment information

Depreciation and Impairment losses Additions to
amortisation and write-downs non-current assets
2016 2015 2016 2015 2016 2015

US$'000 US$000 US$'000 US$000 US$'000 US$000

Oil & gas production and 24,919 34,993 - 46,773 6,404 21,992

development

Qil & gas exploration - - 7,873 20,935 2,601 4,618

Third party gas - - - 869 - -

Other 20 42 - - - -
24,939 35,035 7,873 68,577 9,005 26,610

In addition to the depreciation and amortisation expense reported above, exploration expenditure write-downs/
impairment losses of US$6.4 million (2015: US$20.9 million) were recognised in respect of exploration and
evaluation assets. No impairment losses were recognised in respect of property, plant and equipment (2015:
US$46.8 million). Both the exploration and evaluation assets and property, plant and equipment write-downs/
impairment losses were attributable to oil & gas exploration and oil & gas production and development. There
were no other material non-cash expenses attributable to individual segments.

Geographical information

The Consolidated Entity operates in two principal geographical areas — Australia and Asia.

Revenue from external

customers Non-current assets

2016 2015 2016 2015
US$'000 US$'000 US$'000 US$'000
Australia 21,284 21,914 4,433 4,127
Asia 42,398 80,115 67,755 96,827
63,682 102,029 72,188 100,954
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FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

B3. INCOME TAXES
Consolidated

2016 2015
US$'000 US$'000
(@) Income tax recognised in profit or loss
Tax (benefit)/expense comprises:
Current tax (benefit)/expense 757 4,781
PRRT refund received (128) (186)
Thailand prior year carried forward losses utilised in the
current year - (1,267)
Adjustments recognised in the current year in relation to
the current tax of prior years
— Under/(over) provision for previous year (857) 74
— Income tax refund received following amendment to
prior year estimates (1,759) -
Deferred income tax relating to the origination and
reversal of temporary differences 5,104 (3,666)
Foreign exchange impact on tax expense (63) (79)
Deferred PRRT tax (credit)/expense (589) 183
Total income tax expense/(benefit) from continuing
operations 2,965 (160)
The prima facie income tax expense on pre-tax accounting
profit from operations reconciles to the income tax expense
in the financial statements as follows:
Loss before tax (11,967) (54,622)
Income tax benefit calculated at 30% (3,590) (16,387)
Expenses not deductible for tax purposes 367 2,203
Unused tax losses, tax offsets and temporary
differences not recognised as deferred tax assets 10,135 18,591
Prior year temporary differences now recognised - 1,058
Thailand prior year carried forward losses utilised in the
current year = (1,267)
Foreign exchange impact on deferred tax expense (1,028) 5,870
Effect of higher foreign tax rate (34) (7,663)
Foreign exchange impact on tax expense (440) (2,609)
PRRT related tax credit (717) 2)
Other 5) (28)
4,688 (234)
Adjustments recognised in the current year in relation to
the current tax of prior years - Australia
— Under/(over) provision for previous years — 36 74
permanent differences
— Income tax refund received following amendment to (1,759) -
prior year estimates
Income tax expense/(benefit) 2,965 (160)

The tax rate used in the above reconciliation is the corporate tax rate of 30% payable by Australian corporate
entities on taxable profits under Australian tax law. There has been no change in the corporate tax rate when
compared with the previous reporting period.

Tap Oil Limited 47




Notes to the financial statements

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

B3. INCOME TAXES (CONT’D)

Consolidated

2016 2015
US$’000 US$'000
(b) Current tax assets and liabilities
Current tax liabilities:
Tax receivable/(payable) 90 (422)
(c) Deferred tax asset/(liability) balances
Deferred tax assets comprise:
Temporary differences — refer below 16,545 22,108
Recognised
Opening Beoogmsed NG Repognlged Exchange Closing
in profitor ~ compre- directly in .
balance : X differences  balance
loss hensive equity
income

US$000  US$'000  US$H000  US$000  US$000  US$000

2016
Temporary differences:
Income tax losses carried

forward - 580 - - - 580
Property, plant & equipment 506 (513) - - 10 8
Deferred exploration (284) 289 - - 5) -
Development 25,331 5,290 - - (671) 29,950
Liquids inventory 479 (818) - - 18 (321)
Restoration provisions 12,731 605 - - (139) 138,197
Borrowing costs 394 530 - - (18) 906
Others 270 68 - 519 ©) 851
39,427 6,031 - 519 811) 45,166

Unrecognised temporary

differences:

Income tax losses carried

forward - (5680) - - - (580)

Property, plant & equipment (506) 498 - - 5 3)

Deferred exploration 284 (281) - - Q) -

Development (6,647) (9,588) - - (839) (16,574)

Restoration provisions (9,786) (16) - - 93 (9,709)

Borrowing costs (394) (516) - - 4 (906)

Others (270) (63) - (519) 3 (849)
(17,319)  (10,546) - (519) 237)  (28,621)
22,108 (4,515) - - (1,048) 16,545
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Bs. INCOME TAXES (CONT’D)

Recognised
Recognised  in other  Recognised

Opening in profit or ~ compre- directly in Exchange Closing
balance i . differences balance
loss hensive equity
income

US$'000  US$'000  US$H000  US$000  US$000  US$000

2015
Temporary differences:
Income tax losses carried forward 1,447 (1,328) - - (119) -
Property, plant & equipment 428 129 - - (51) 506
Deferred exploration (5,561) 4,809 - - 468 (284)
Development 10,370 15,979 - - (1,018) 25,331
Liquids inventory - 494 - - (15) 479
Restoration provisions 13,101 1,076 - - (1,446) 12,731
Borrowing costs - 406 - - (12) 394
Others 567 (244) - - (53) 270
20,352 21,321 - - (2,246) 39,427
Unrecognised temporary
differences:
Property, plant & equipment - (521) - - 15 (506)
Deferred exploration - 292 - - 8) 284
Development - (6,846) - - 199 (6,647)
Restoration provisions - (10,079) - - 293 (9,786)
Borrowing costs - (406) - - 12 (394)
Others - (278) - - 8 (270)
- (17,838) - - 519 (17,319)
20,352 3,483 - - (1,727) 22,108
Consolidated
2016 2015
US$'000 US$’000
Unrecognised deferred tax balances
The following deferred tax assets, have not been
brought to account as assets:
Tax losses — revenue 7,561 7,060
Temporary differences 28,041 17,319
35,602 24,379
Consolidated
2016 2015
AU$’000 AU$000
(d) Franking account balance
On a tax paid basis 69,705 71,789
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INCOME TAXES (CONT’D)
Tax consolidation

Relevance of tax consolidation to the Consolidated Entity

The Company and its wholly-owned Australian resident entities formed a tax-consolidated group with effect
from 1 January 2004 and are therefore taxed as a single entity from that date. The head entity within the tax-
consolidated group is Tap Oil Limited. The members of the tax-consolidated group are identified at note E1.

Nature of tax funding arrangements and tax sharing agreements

Entities within the tax-consolidated group have entered into a tax funding and tax sharing arrangement with
the head entity. Under the terms of the tax funding agreement, each of the entities in the tax-consolidated
group has agreed to pay a tax equivalent payment to or from the head entity based on the current tax liability
or current tax asset of the entity. Such amounts are reflected in amounts receivable from or payable to other
entities in the tax-consolidated group.

The tax sharing agreement entered into between members of the tax-consolidated group provides for the
determination of the allocation of income tax liabilities between the entities should the head entity default on

its tax payment obligations. The effect of the tax sharing agreement is that each member’s liability for tax
payable by the tax consolidated group is limited to the amount payable to the head entity under the tax funding
arrangement.

Accounting policies

Petroleum Resources Rent Tax

PRRT is recognised as an income tax expense on an accruals basis when the corresponding sales are
recognised and an amount calculated in accordance with government legislative requirements will be payable
on those sales.

PRRT is calculated at the rate of 40% of sales revenues less certain permitted deductions and is tax deductible
for income tax purposes.

Goods and services tax
Revenues, expenses and assets are recognised net of goods and services tax (GST), except:

e where the amount of GST incurred is not recoverable from the taxation authority, GST is recognised as part
of the cost of acquisition of an asset or as part of an item of expense; or
e for receivables and payables which are recognised inclusive of GST.

The net amount of GST recoverable from, or payable to, the taxation authority is included as part of receivables
or payables.

Cash flows are included in the cash flow statement on a gross basis. The GST component of cash flows
arising from investing and financing activities which is recoverable from, or payable to, the taxation authority is
classified as operating cash flows.

Current tax

Current tax is calculated by reference to the amount of income tax payable or recoverable in respect of the
taxable profit or tax loss for the period. It is calculated using tax rates and tax laws that have been enacted or
substantively enacted by reporting date. Current tax for current and prior periods is recognised as a liability (or
asset) to the extent that it is unpaid (or refundable).
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FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

B3. INCOME TAXES (CONT’D)

Deferred tax

Deferred tax is accounted for using the balance sheet liability method and is measured at the tax rates that
are expected to apply in the period in which the liability is settled or the asset realised, based on tax rates
(and tax laws) that have been enacted or substantively enacted by the end of the reporting period. Temporary
differences are differences between the tax base of an asset or liability and its carrying amount in the balance
sheet. The tax base of an asset or liability is the amount attributed to the asset or liability for tax purposes.

In principle, deferred tax liabilities are recognised for all taxable temporary differences. Deferred tax assets
are recognised to the extent that it is probable that sufficient taxable amounts will be available against which
deductible temporary differences or unused tax losses and tax offsets can be utilised. However, deferred tax
assets and liabilities are not recognised if the temporary differences giving rise to them arise from the initial
recognition of assets and liabilities (other than as a result of a business combination) which affects neither
taxable income nor accounting profit. Furthermore, a deferred tax liability is not recognised in relation to
taxable temporary differences arising from goodwiill.

The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from
the manner in which the Consolidated Entity expects, at the end of the reporting period, to recover or settle the
carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are offset when they relate to income taxes levied by the same taxation
authority and the Consolidated Entity intends to settle its current tax assets and liabilities on a net basis.

Tax consolidation

The Company and all its wholly-owned Australian resident entities are part of a tax-consolidated group under
Australian taxation law. Tap Qil Limited is the head entity in the tax-consolidated group. Tax expense/income,
deferred tax liabilities and deferred tax assets arising from temporary differences of the members of the tax-
consolidated group are recognised in the separate financial statements of the members of the tax-consolidated
group using the ‘separate taxpayer within group’ approach.

Current tax liabilities and assets and deferred tax assets arising from unused tax losses and tax credits of the
members of the tax-consolidated group are recognised by the Company (as head entity in the tax-consolidated
group).

Due to the existence of a tax funding arrangement between the entities in the tax-consolidated group,
amounts are recognised as payable to or receivable by the Company and each member of the group in
relation to the tax contribution amounts paid or payable between the parent entity and the other members

of the tax-consolidated group in accordance with the arrangement. Further information about the tax
funding arrangement is detailed in note B3 to the financial statements. Where the tax contribution amount is
recognised by each member of the tax-consolidated group for a particular period is different to the aggregate
of the current tax liability or asset and any deferred tax asset arising from unused tax credits in respect of that
period, the difference is recognised as a contribution from (or distribution to) equity participants.
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C1. PROPERTY, PLANT AND EQUIPMENT

Development expenditures Consolidated
2016 2015

US$'000 US$'000
Gross carrying amount - at cost:
Opening balance 248,319 227,367
Additions 6,404 21,992
Adjustment in respect of carry @ (1,272) -
Foreign exchange differences = (957)
Transfer from exploration expenditure - -
Closing balance 253,451 248,402
Accumulated depreciation:
Opening balance 173,832 93,106
Provision for impairment losses Bi(e) - 46,773
Foreign exchange differences = (957)
Depreciation 24,919 34,993
Closing balance 198,751 173,915
Net book value 54,700 74,487
Office improvements, furniture & equipment
Gross carrying amount - at cost:
Opening balance 2,399 2,693
Additions = -
Foreign exchange differences (23) (294)
Asset write-offs (1,680) -
Asset disposal (28) -
Closing balance 668 2,399
Accumulated depreciation:
Opening balance 2,327 2,567
Asset write-offs (1,655) -
Foreign exchange differences (22) (280)
Depreciation 20 42
Asset disposal (26) -
Closing balance 644 2,329
Net book value 24 70
Total - net book value 54,724 74,557

0 Relates to development portion of the carry outstanding from Northern Gulf Petroleum Holdings Ltd and related entities
(collectively NGP) that has been impaired as a result of the Settlement Agreement between the Company and Mr
Chatchai Yenbamroong and NGP.
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PROPERTY, PLANT AND EQUIPMENT (CONT’D)
Impairment of development expenditures

At 31 December 2016, the Consolidated Entity has assessed each cash generating unit to determine whether
an impairment indicator existed. The Airlie development asset was fully impaired by U$2.8 million at 31
December 2015.

The recoverable amount of the Manora development asset of US$61.4 million (2015: US$74.5 million) has
been determined based on a value in use model and did not result in an impairment at 31 December 2016
(2015: impairment of US$43.9 million). The oil price assumption used in the recoverable amount assessment
is based on the average of analysts’ Brent oil price at the date of assessment for 4 years, thereafter fixed. The
average Brent price assumptions for 2017, 2018 and 2019 are US$56.30/bbl, US$60.90/bbl and U$64.00/bbl
respectively. An oil price decrease of US$5/bbls would not result in an impairment. The discount rate used in
the recoverable amount assessment is 12% (2015: 11%).

Critical accounting estimates and assumptions
Impairment of oil & gas assets

In determining the recoverable amount of assets, in the absence of quoted market prices, estimations are made
regarding the present value of future cash flows. For oil and gas assets, expected future cash flow estimation is
based on reserves, future production profiles, commodity prices and costs. These estimates and assumptions
are subject to risk and uncertainty. Therefore, there is a possibility that changes in circumstances will impact
these projections, which may impact the recoverable amount of the oil & gas assets.

Reserves estimates

Estimates of recoverable quantities of proven and probable reserves include assumptions regarding commodity
prices, exchange rates, discount rates and production and transportation costs for future cash flows. It also
requires interpretation of geological and geophysical models in order to make an assessment of the size, shape,
depth and quality of reservoirs and their anticipated recoveries. The economic, geological and technical factors
used to estimate reserves may change from period to period. Changes in reported reserves can impact asset
carrying values, the provision for restoration and the recognition of deferred tax assets, due to changes in
expected future cash flows. Reserves are integral to the amount of depreciation, depletion and amortisation
charged to the income statement and the calculation of inventory.

Accounting policies
Property, plant and equipment

Plant and equipment, leasehold improvements and equipment are stated at cost less accumulated depreciation
and impairment. Cost includes expenditure that is directly attributable to the acquisition of the item, cost of
replacing part of the property, plant and equipment and borrowing cost capitalised.

In the event that settlement of all or part of the purchase consideration is deferred, cost is determined by
discounting the amounts payable in the future to their present value as at the date of acquisition.

Depreciation is calculated on property, plant and equipment, other than capitalised development costs and
leasehold improvement costs, on a straight line basis so as to write off the net cost of each asset over its
expected useful life to its estimated residual value. Leasehold improvements are depreciated over the period of
the lease or estimated useful life, whichever is the shorter, using the straight line method. The estimated useful
lives, residual values and depreciation method are reviewed at the end of each annual reporting period.

The following estimated useful lives are used in the calculation of depreciation:

e Office improvements, furniture & equipment 3-12 years
e Development expenditure Unit of production
¢ Oil & gas facilities Unit of production
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PROPERTY, PLANT AND EQUIPMENT (CONT’D)

Capitalised development costs are amortised from the commencement of production on a unit of production
basis over recoverable reserves. Recoverable reserves are subject to review annually. The recoverable reserves
are estimates calculated from available production and reservoir data and are subject to change. A significant
change in estimate could give rise to a material adjustment to the carrying amounts of assets and liabilities in the
next annual reporting period.

Impairment of assets

At each reporting date, the Consolidated Entity reviews the carrying amounts of its tangible and intangible
assets to determine whether there is any indication that those assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the asset is estimated in order to determine the extent of

the impairment loss (if any). Where the asset does not generate cash flows that are independent from other
assets, the Consolidated Entity estimates the recoverable amount of the cash-generating unit to which the asset
belongs.

Recoverable amount is the higher of fair value less cost of disposal and value in use. In assessing value in

use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of money and the risks specific to the asset for which the
estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount,
the carrying amount of the asset (cash-generating unit) is reduced to its recoverable amount. An impairment
loss is recognised in profit or loss immediately, unless the relevant asset is carried at fair value, in which case the
impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is
increased to the revised estimate of its recoverable amount, but only to the extent that the increased carrying
amount does not exceed the carrying amount that would have been determined had no impairment loss been
recognised for the asset (cash-generating unit) in prior years. A reversal of an impairment loss is recognised
in profit or loss immediately, unless the relevant asset is carried at fair value, in which case the reversal of the
impairment loss is treated as a revaluation increase.
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PROVISIONS
Consolidated
2016 2015
US$'000 US$’000
Current
Employee benefits 86 418
Restoration costs 898 4,489
984 4,907
Non-current
Employee benefits 16 57
Restoration costs 24,228 21,191
24,244 21,248
Restoration costs provision
Reconciliation of movement:
Opening balance 25,680 25,088
Additional provisions raised - 350
Increase resulting from re-measurement 1,191 1,498
Unwinding of discount 774 1,210
Restoration costs incurred (2,394) (384)
Foreign exchange movement (125) (2,082)
Closing balance 25,126 25,680

The provision for restoration costs represents the present value of the Directors’ best estimate of the future
sacrifice of economic benefits that will be required to remove plant and equipment and abandon producing and
suspended wells. The unexpired terms used in the present value calculations are various periods up to the
year 2022 and relate to the Manora, Woollybutt, Airlie and Windoo restoration costs.

Critical accounting estimates and assumptions
Decommissioning costs

Decommissioning costs will be incurred by the Consolidated Entity at the end of the operating life of some

of the Consolidated Entity’s facilities and properties. The Consolidated Entity assesses its decommissioning
provision at each reporting date. The ultimate decommissioning costs are uncertain and cost estimates can
vary in response to many factors, including changes to relevant legal requirements, the emergence of new
restoration techniques or experience at other production sites. The expected timing, extent and amount of
expenditure can also change. Therefore, significant estimates and assumptions are made in determining the
provision for decommissioning. As a result, there could be significant adjustments to the provisions established
which would affect future financial results. The provision at reporting date represents management’s best
estimate of the present value of the future decommissioning costs required.
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PROVISIONS (CONT’D)
Accounting policies
Employee benefits

A liability is recognised for benefits accruing to employees in respect of wages and salaries, annual leave and
long service leave when it is probable that settlement will be required and they are capable of being measured
reliably.

Liabilities recognised in respect of employee benefits expected to be settled within 12 months are measured at
their nominal values using the remuneration rate expected to apply at the time of settlement.

Liabilities recognised in respect of employee benefits which are not expected to be settled within 12 months
are measured as the present value of the estimated future cash outflows to be made by the Consolidated Entity
in respect of services provided by employees up to reporting date.

Contributions to superannuation plans are expensed when incurred.
Provisions

Provisions are recognised when the Consolidated Entity has a present obligation (legal or constructive) as a
result of past event, it is probable that the Consolidated Entity will be required to settle the obligation and the
amount of the provision can be measured reliably.

The amount recognised as a provision is the best estimate of the consideration required to settle the present
obligation at reporting date, taking into account the risks and uncertainties surrounding the obligation. Where a
provision is measured using the cash flows estimated to settle the present obligation, its carrying amount is the
present value of those cash flows.

A restoration provision is recognised and updated at different stages of the development and construction of
a facility and then reviewed on a six monthly basis. When the liability is initially recorded, the estimated cost is
capitalised by increasing the carrying amount of the related exploration and evaluation assets or development
asset.

Where a restoration obligation is assumed as part of the acquisition of an asset or obligation, the liability

is initially measured at the present value of the future cash flows to settle the present obligation as at the
acquisition date. The unwinding of the discount implicit in the present value calculations is included in finance
costs.

Tap Oil Limited



Notes to the financial statements

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

Cs. INTERESTS IN JOINT OPERATIONS

The Consolidated Entity has interests in numerous joint operations in Australia and Asia. The principal activity
of the joint operations is oil & gas exploration and production.

Refer to the table below for a full list of the licences and permits held by the Consolidated Entity.

Working interest (%)

2016 2015
Exploration permits
Western Australia
TP/7 12.47 12.47
WA-8-L 20.00 20.00
WA-33-R 22.47 22.47
WA-34-R 12.00 12.00
WA-49-R 10.00 10.00
WA-290-P 10.00 10.00
WA-320-P 9.78 9.78
WA-155-P 6.57 6.57
WA-351-PM 20.00 20.00
WA-515-Pi 100.00 100.00
WA-516-P0 100.00 100.00
Myanmar
M-70 95.00 95.00
Thailand
G1/48 30.00 30.00
G3/48( - -
Production & Pipeline Licences
Western Australia
T2 10.00 10.00
WA-22-L 15.00 15.00
WA-25-L 15.00 15.00
PL/14 10.00 10.00
TPL/3 10.00 10.00
TPL/4 10.00 10.00
TPL/7 10.00 10.00

0 Tap entered into Production Sharing Contract with Myanma Oil and Gas Enterprise on 26 August 2015.

i Tap was awarded 100% of blocks WA-515-P and WA-516-P on 6 March 2015.

i On 28 December 2015, Tap’s withdrawal from its 30% participating interest in G3/48 concession in the
northern Gulf of Thailand was officially approved by the Minister of Energy for Thailand. The withdrawal is
effective from 6 January 2015.

™ Tap was awarded Retention Lease WA-72-R on 11 April 2016.

The Consolidated Entity has a material joint operation, G1/48, which includes the Manora Oil Development.
The Consolidated Entity has a 30% share in the ownership of Manora (G1/48) located in the northern gulf of
Thailand. The Consolidated Entity is entitled to a proportionate share of oil revenue and bears a proportionate
share of the joint operation’s expenses.
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Cs3. INTERESTS IN JOINT OPERATIONS (CONT’D)
Joint Operations’ net assets

The Consolidated Entity’s share of assets and liabilities in joint operations is detailed below. The amounts are
included in the consolidated financial statements in their respective categories:

Consolidated

2016 2015

US$'000 US$'000
Current assets
Cash 1,559 1,244
Receivables 1,303 4,860
Inventories 5,847 4,475
Total current assets 8,709 10,579
Non-current assets
Property, plant and equipment 54,700 74,557
Exploration and evaluation assets 919 3,178
Total non-current assets 55,619 77,735
Total assets 64,328 88,314
Current liabilities
Trade and other payables 3,362 10,026
Provision for restoration 551 4,489
Total current liabilities 3,913 14,515
Non-current liabilities
Provision for restoration 24,228 21,191
Total non-current liabilities 24,228 21,191
Total liabilities 28,141 35,706
Net assets 36,187 52,608
Revenues 46,100 80,139
Cost of sales (43,597) (66,770)
Other (expenses)/income (285) 661
Profit before income tax 2,218 14,030

Capital commitments and contingent liabilities

The capital commitments arising from the Consolidated Entity’s interests in joint operations are disclosed in
note F4. No contingent liabilities have been identified beyond those set out in note F11.
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C4. TRADE AND OTHER PAYABLES
Consolidated

2016 2015

US$’000 US$'000
Trade payables @ 2,787 9,001
Share of joint operations’ payables 3,362 10,026
Goods and services tax (GST) payable 201 168
Other payables 1,106 371
Income received in advance 4,895 4,373
12,351 23,939

0 The credit period on purchases averages between 7 and 30 days. No interest is charged on trade payables.
The Consolidated Entity has financial risk management policies in place to ensure that all payables are paid
within the credit timeframe. Included in Trade payables in 2015 is US$6.6 million payable to Northern Gulf
Petroleum Holdings Ltd and related entities (collectively NGP) representing 2P Reserves Deferred Payments
and Earnout. In 2016, this payable to NGP has been reversed as a result of the Settlement Agreement between
the Company and Mr Chatchai Yenbamroong and NGP. Under the terms of the Settlement Agreement,
the Company has paid U$500,000 in November 2016, issued 9,973.329 shares with a notional value of
US$662,700 and accrued a final payment of U$837,500 that is payable on or before 31 March 2018, however
the payment becomes due if the Company undertakes an equity raising.

C5. TRADE AND OTHER RECEIVABLES
Consolidated

2016 2015
US$'000 US$'000

Trade receivables 0 6,231 5,771
Allowance for doubtful debts @ - -

6,231 5,771
Joint operations’ debtors 1,303 4,860
Hedge receivable - 1,330
Other receivables @ 116 9,017

7,650 20,978
Movement in the allowance for doubtful debts
Balance at the beginning of the year = 1,446
Doubtful debts charge for the year - (1,276)
Foreign exchange difference = (170)

Balance at the end of the year - -

O Trade receivables relate to gas sales and oil sales from Manora. Gas sales are on terms that result in payment within 30
days from invoice while oil sales are on terms that result in payment 30 days from bill of lading.

M Included in other receivables in 2015 is US$9 million receivable from Northern Gulf Petroleum Holdings Ltd and related
entities (collectively NGP) representing the amount outstanding of the 50% of the carry paid by Tap since 2010 on
behalf of NGP. In 2016, this receivable from NGP has been reversed as a result of the Settlement Agreement between
the Company and Mr Chatchai Yenbamroong and NGP.

i At 31 December 2015 the amount receivable from Apex Gold Pty Ltd of US$1.4 million has been fully written off as
the company went into administration in 2013. There are no material amounts included in the Consolidated Entity’s
trade receivable balance (2015: nil) which are past due, but not considered impaired, at the reporting date. The
Consolidated Entity does not hold any collateral over the accounts receivable balances.
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C6. INVENTORIES

Consolidated

2016 2015

US$ 000 US$'000
Qil in storage — at net realisable value 2,563 1,257
Materials and consumables — at cost 3,284 3,218
5,847 4,475

The cost of inventories recognised as an expense in cost of sales includes US$681,000 (2015: US$948,000) in
respect of write downs of oil inventory to net realisable value.

Accounting policy

Inventories are valued at the lower of cost and net realisable value. Net realisable value represents the estimated
selling price less all estimated costs of completion and costs to be incurred in marketing, selling and distribution.

C7. EXPLORATION AND EVALUATION ASSETS

Consolidated

2016 2015

Note US$'000 US$'000
Exploration and/or evaluation phase
At cost 111,586 106,567
Less: impairment (110,667) (103,389)
Net carrying value 919 3,178
Reconciliation of movement:
Opening balance 3,178 21,083
Current year exploration expenditure 2,601 4,618
Exploration impairment losses/write-downs B1(e) (7,873) (20,935)
Foreign exchange movement - (1,588)
Carry adjustment @ 3,013 -
Closing balance 919 3,178
Movement in the impairment provision:
Balance at the beginning of the year (103,389) (87,927)
Impairment provision (increase) (4,861) (20,708)
Carry adjustment 0 (3,013) -
Foreign exchange movement 596 5,246
Balance at the end of the year (110,667) (103,389)

Relates to exploration portion of the carry outstanding from Northern Gulf Petroleum Holdings Ltd and related
entities (collectively NGP) that has been impaired as a result of the Settlement Agreement between the
Company and Mr Chatchai Yenbamroong and NGP.
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C7. EXPLORATION AND EVALUATION ASSETS (CONT’D)

Ultimate recoupment of this expenditure is dependent upon the continuance of the Consolidated Entity’s right
to tenure of the areas of interest and the discovery of commercially viable oil and gas reserves, their successful
development and exploitation, or, alternatively, sale of the respective areas of interest at an amount at least
equal to book value.

Critical accounting estimates and assumptions

The application of the Consolidated Entity’s accounting policy for exploration and evaluation expenditure
requires judgement in determining whether it is likely that future economic benefits are likely either from
exploitation or sale or where activities have not reached a stage which permits a reasonable assessment of the
existence of reserves. The deferral policy requires management to make certain estimates and assumptions
as to future events and circumstances, in particular whether an economically viable extraction operation can
be established. Any such estimates and assumptions may change as new information becomes available. If,
after expenditure is capitalised, information becomes available suggesting that the recovery of the expenditure
is unlikely, the relevant capitalised amount is written off in profit or loss in the period when the information
becomes available.

Accounting policies
Petroleum exploration and evaluation expenditure

Exploration and evaluation expenditure is brought to account at cost and is classified as tangible assets.

Ongoing costs of acquisition, exploration and evaluation are capitalised in relation to each separate area of
interest in which rights to tenure of the area of interest are current and in respect of which:

e such costs are expected to be recouped through successful development and exploitation of the area or
alternatively by their sale; or

e exploration and evaluation activities in the area have not yet reached the stage which permits a reasonable
assessment of the existence of economically recoverable reserves, and active and significant operations are
continuing.

Exploration and evaluation assets are assessed for impairment when facts and circumstances suggest that the
carrying amount of an exploration and evaluation asset may exceed its recoverable amount.

All exploration permits are treated as separate areas of interest, with certain areas of interest recognised at the
field level.

The Consolidated Entity does not record any expenditure made by a farmee on the Consolidated Entity’s
account in respect of farm-outs. The Consolidated Entity also does not recognise any gain or loss on its
exploration and evaluation farm-out arrangement, but redesignates any costs previously capitalised in relation
to the whole interest as relating to the partial interest retained. Any cash consideration received directly from
the farmee is credited against costs previously capitlalised in relation to the whole interest with any excess
accounted for by the farmor as a gain on disposal.

Once an area of interest enters a development phase, all capitalised acquisition, exploration and evaluation
expenditure is transferred to development costs within property, plant and equipment.
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EXPLORATION AND EVALUATION ASSETS (CONT’D)
Impairment of assets

At each reporting date, the Consolidated Entity reviews the carrying amounts of its tangible and intangible
assets to determine whether there is any indication that those assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the asset is estimated in order to determine the extent of
the impairment loss (if any). Where the asset does not generate cash flows that are independent from other
assets, the Consolidated Entity estimates the recoverable amount of the cash-generating unit to which the
asset belongs.

Recoverable amount is the higher of fair value less cost of disposal and value in use. In assessing value in

use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of money and the risks specific to the asset for which the
estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount,
the carrying amount of the asset (cash-generating unit) is reduced to its recoverable amount. An impairment
loss is recognised in profit or loss immediately, unless the relevant asset is carried at fair value, in which case
the impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is
increased to the revised estimate of its recoverable amount, but only to the extent that the increased carrying
amount does not exceed the carrying amount that would have been determined had no impairment loss been
recognised for the asset (cash-generating unit) in prior years. A reversal of an impairment loss is recognised
in profit or loss immediately, unless the relevant asset is carried at fair value, in which case the reversal of the
impairment loss is treated as a revaluation increase.

OTHER FINANCIAL LIABILITIES

Consolidated

2016 2015
US$’000 US$'000
Foreign exchange hedge 18 -
Commaodity hedge 1,729 -
1,742 -

Accounting policy
(a) Financial assets

Recognition and subsequent measurement

A financial asset shall be recognised when the Consolidated Entity becomes a party to the contractual
provisions of the financial instrument. All recognised financial assets are subsequently measured in their entirety
at either amortised cost or fair value, depending on the classification of the financial assets.

Classification

Financial assets are classified and subsequently measured at amortised cost , fair value through other
comprehensive income or fair value through profit or loss, (except for financial assets that are irrevocably
designated to be measured at fair value through profit or loss on initial recognition), on the basis of both:

— the entity’s business model for managing the financial assets; and
— the contractual cash flow characteristics of the financial asset.
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C8. OTHER FINANCIAL LIABILITIES (CONT’D)

Financial assets at amortised cost

A financial asset is measured at amortised cost if the financial asset is held within a business model whose
objective is to hold financial assets in order to collect contractual cash flows; and the contractual terms of the
financial asset give rise on specified dates to cash flows that are solely payments of principal and interest on
the principal amount outstanding.

Loans to related parties are recorded at the amortised cost amount, with no fixed due date, nor is interest
charged on the outstanding balance.

The effective interest method is a method of calculating the amortised cost of a debt instrument and of
allocating interest income over the relevant period. The effective interest rate is the rate that exactly discounts
estimated future cash receipts (including all fees and points paid or received that form an integral part of the
effective interest rate, transaction costs and other premiums or discounts) through the expected life of the debt
instrument, or, where appropriate, a shorter period, to the net carrying amount on initial recognition. Income is
recognised on an effective interest basis for debt instruments measured subsequently at amortised cost.

Loans and receivables are recorded at the amortised cost amount using the effective interest rate method less
impairment.

Financial assets at fair value through other comprehensive income

A financial asset is measured at fair value through other comprehensive income if the financial asset is held
within a business model whose objective is achieved by both collecting contractual cash flows and selling
financial assets; and the contractual terms of the financial asset give rise on specified dates to cash flows that
are solely payments of principal and interest on the principal amount outstanding.

Financial assets at fair value through profit or loss

A financial asset may be designated as at fair value through profit or loss if:

(@) itis held for trading; or

(b) upon initial recognition if such designation 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 a different basis.

A financial asset is held for trading if:

(@) it has been acquired principally for the purpose of selling it in the near term; or

(b) on initial recognition, it is part of a portfolio of identified financial instruments that the Group manages
together and has evidence of a recent actual pattern of short-term profit-taking; or

(c) itis a derivative that is not designated and effective as a hedging instrument.

Impairment of financial assets

Financial assets, other than those at fair value through profit and loss, are assessed for indications of
impairment at each reporting date. Financial assets are impaired where there is objective evidence that, as a
result of one or more events that occurred after the initial recognition of the financial asset, the estimated future
cash flows of the investment have been impacted.

Derecognition of financial assets

The Consolidated Entity derecognises a financial asset when the contractual rights to the cash flows from the
asset expire, or when it transfers the financial asset and substantially all the risks and rewards of ownership of
the asset to another party.
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OTHER FINANCIAL LIABILITIES (CONT’D)
(b) Financial liabilities and equity instruments

Classification as debt or equity
Debt and equity instruments are classified as either financial liabilities or as equity in accordance with the
substance of the contractual arrangement.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting
all of its liabilities. Equity instruments issued by the Consolidated Entity are recorded at the proceeds received,
net of direct issue costs.

Repurchase of the Company’s own equity instruments is recognised and deducted directly in equity. No gain
or loss is recognised in profit or loss on the purchase, sale, issue or cancellation of the Company’s own equity
instruments.

Financial liabilities
All financial liabilities are subsequently measured at fair value through profit and loss (FVTPL) or amortised cost
using the effective interest method.

(i) Financial liabilities at FVTPL

Financial liabilities are classified as at FVTPL when the financial liability is either held for trading or it is
designated as at FVTPL.

A financial liability is classified as held for trading if:

e it has been incurred principally for the purpose of repurchasing it in the near term; or

e on initial recognition it is part of a portfolio of identified financial instruments that the Consolidated Entity
manages together and has a recent actual pattern of short-term profit-taking; or

e it is a derivative that is not designated and effective as a hedging instrument.

A financial liability other than a financial liability held for trading may be designated as at FVTPL upon initial

recognition if:

e such designation eliminates or significantly reduces a measurement or recognition inconsistency that would
otherwise arise; or

e the financial liability forms part of a group of financial assets or financial liabilities or both, which is managed
and its performance is evaluated on a fair value basis, in accordance with the Consolidated Entity’s
documented risk management or investment strategy, and information about the grouping is provided
internally on that basis; or

e it forms part of a contract containing one or more embedded derivatives, and the entire combined contract is
designated as at FVTPL in accordance with AASB 9.

Financial liabilities at FVTPL are stated at fair value. Any gains or losses arising on remeasurement of financial
liabilities held-for-trading are recognised in profit or loss. The net gains or losses recognised in profit or loss
incorporate any interest paid on the financial liabilities and are included in the ‘other gains and losses’ line item
in the consolidated Statement of Comprehensive Income. Fair value is determined in the manner described in
note D3.

For financial liabilities not held-for-trading that are designated as at FVTPL, the amount of change in the fair
value of the financial liability that is attributable to changes in the credit risk of that liability is recognised in
other comprehensive income, unless the recognition of the effects of changes in the liability’s credit risk in
other comprehensive income would create or enlarge an accounting mismatch in profit or loss. The remaining
amount of change in the fair value of liability is recognised in profit or loss. Changes in fair value attributable
to a financial liability’s credit risk that are recognised in other comprehensive income are not subsequently
reclassified to profit or loss.
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(i) Financial liabilities subsequently measured at amortised cost

Financial liabilities that are not held-for-trading and are not designated as at FVTPL are measured at amortised
cost at the end of subsequent accounting periods. The carrying amounts of financial liabilities that are
subsequently measured at amortised cost are determined based on the effective interest method. Interest
expense that is not capitalised as part of costs of an asset is included in the ‘finance costs’ line item.

The effective interest method is a method of calculating the amortised cost of a financial liability and of
allocating interest expense over the relevant period. The effective interest rate is the rate that exactly discounts
estimated future cash payments (including all fees and points paid or received that form an integral part of

the effective interest rate, transaction costs and other premiums or discounts) through the expected life of the
financial liability, or (where appropriate) a shorter period, to the net carrying amount on initial recognition.

(i) Derecognition of financial liabilities

The Consolidated Entity derecognises financial liabilities when, and only when, the Consolidated Entity’s
obligations are discharged, cancelled or they expire. The difference between the carrying amount of the
financial liability derecognised and the consideration paid and payable is recognised in profit or loss.

(c) Derivative financial instruments

The Consolidated Entity enters into derivative financial instruments to manage its exposure to foreign exchange
rate risk and commodity price risk.

Derivatives are initially recognised at fair value at the date the derivative contract is entered into and are
subsequently remeasured to their fair value at the end of each reporting period. The resulting gain or loss
is recognised in profit or loss immediately unless the derivative is designated and effective as a hedging
instrument, in which event the timing of the recognition in profit or loss depends on the nature of the hedge
relationship.

(i) Hedge accounting

The Consolidated Entity designates certain hedging instruments as either fair value hedges or cash flow
hedges. Hedges of foreign exchange risk on firm commitments are accounted for as cash flow hedges.

At the inception of the hedge relationship, the Consolidated Entity documents the relationship between the
hedging instrument and the hedged item, along with the risk management objectives and its strategy for
undertaking various hedge transactions. Furthermore, at the inception of the hedge and on an ongoing basis,
the Consolidated Entity documents whether the hedging instrument is highly effective in offsetting changes in
fair values or cash flows of the hedged item attributable to the hedged risk.

(i) Fair value hedges

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are recognised
in profit or loss immediately, together with changes in the fair value of the hedged asset or liability that are
attributable to the hedged risk. The change in the fair value of the hedging instrument and the change in
the hedged item attributable to the hedged risk are recognised in profit or loss in the line item relating to the
hedged item.

Hedge accounting is discontinued when the Consolidated Entity revokes the hedging relationship, when

the hedging instrument expires or is sold, terminated, or exercised, or when it no longer qualifies for hedge
accounting. The fair value adjustment to the carrying amount of the hedged item arising from the hedged risk
is amortised to profit or loss from that date.
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(i) Cash flow hedges

The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow
hedges is recognised in other comprehensive income and accumulated under the heading of cash flow
hedging reserve. The gain or loss relating to the ineffective portion is recognised immediately in profit or loss.

Amounts recognised in other comprehensive income and accumulated in equity are reclassified to profit or loss
in the periods when the hedged item affects profit or loss, in the same line as the recognised hedged item.

Hedge accounting is discontinued when the Consolidated Entity revokes the hedging relationship, when
the hedging instrument expires or is sold, terminated, or exercised, or when it no longer qualifies for hedge
accounting. Any gain or loss recognised in other comprehensive income and accumulated in equity at that
time remains in equity and recognised when the forecast transaction is ultimately recognised in profit or
loss. When a forecast transaction is no longer expected to occur, the gain or loss accumulated in equity is
recognised immediately in profit or loss.

C9. OTHER ASSETS

Consolidated

2016 2015

US$'000 US$’000

Prepayments 376 522
Prepaid gas 1,410 1,289
1,786 1,811

Current 1,786 700
Non-current = 1,111
1,786 1,811

D1. LOANS AND BORROWINGS

Consolidated

2016 2015

US$’000 US$’000

Secured bank loans - at amortised cost
Amount drawn 8,874 36,100
Transaction costs = 32
8,874 36,132
Current 8,874 25,722
Non-current = 10,410
8,874 36,132
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ISSUED CAPITAL
Consolidated
2016 2015
US$’000 US$’000
423,967,534 fully paid ordinary shares
(2015: 257,583,738) 141,524 135,174
2016 2015

No. No.

'000 US$’000 '000 US$'000
Fully paid ordinary shares
Balance at beginning of financial year 257,684 135,174 243,187 133,175
Issue of shares under share-based payment
schemes (note F7) 1,358 150 127 26
Shares issued 165,026 6,689 14,270 1,973
Share issue costs - (489) - -
Balance at end of financial year 423,968 141,524 257,584 135,174

During the year, 1,358,338 shares (2015: 127,048) were issued as a result of employee retention share rights.
Fully paid ordinary shares carry one vote per share and carry the right to dividends.

Share performance and retention rights

¢ |n accordance with the provisions of the share-based payment schemes, employees had 2,328,101 (2015:
13,392,065) outstanding performance and retention rights over ordinary shares at 31 December 2016.

e Atotal of 1,358,338 performance and retention rights vested during the year ended 31 December 2016
(2015: 127,048).

e Atotal of 8,047,186 (2015: 1,874,220) performance and retention rights were forfeited during the 2016
financial year. A total of 6,785,156 performance rights lapsed during the year ended 31 December 2016
(2015: 2,260,863).

e The performance and retention rights carry no rights to dividends and no voting rights. Further details of the
share-based payment schemes are contained in note F7 to the financial statements.

FINANCIAL INSTRUMENTS
(a) Capital risk management

The Consolidated Entity manages its capital to ensure that it will be able to continue as a going concern while
maximising the return to stakeholders through the optimisation of the debt and equity balance.

The capital structure of the Consolidated Entity consists of net debt (borrowings as detailed in note D1 offset
by cash and bank balances) and equity attributable to equity holders, comprising issued capital, reserves and
retained earnings as disclosed in the statement of changes in equity.

The Consolidated Entity’s Board of Directors reviews the capital structure on an ongoing basis to ensure there
are sufficient capital facilities in place to meet funding requirements for at least the next 12 months. As a part
of this review the Board of Directors considers the cost of capital and the risks associated with each class of
capital. The debt portfolio is managed by monitoring forecast liquidity against the debt portfolio, to ensure a
minimum equity buffer is accessible at all times.
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D3. FINANCIAL INSTRUMENTS (CONT’D)
(b) Significant accounting policies

Details of the significant accounting policies and methods adopted, including the criteria for recognition, the
basis of measurement and the basis on which income and expenses are recognised, in respect of each class
of financial asset, financial liability and equity instrument are disclosed in note C8 to the financial statements.

(c) Categories of financial instruments

Consolidated

2016 2015

US$’000 US$'000
Financial assets
Cash and cash equivalents (at amortised cost) 6,396 15,581
Trade and other receivables (at amortised cost) 7,650 20,956
Foreign exchange contracts (at fair value through profit
or loss) - 22
(d) Financial liabilities (at amortised cost)
Trade and other payables 12,351 23,939
Loans and Borrowings 8,874 36,132
Foreign exchange contracts (at fair value through profit
or loss) 13 i,

Financial risk management objectives

The Consolidated Entity does not enter into or trade financial instruments, including derivative financial
instruments, for speculative purposes. The use of financial derivatives is governed by the Consolidated Entity’s
policies approved by the Board of Directors, which provide written principles on the use of financial derivatives.

The Consolidated Entity’s operations expose it primarily to the financial risks of changes in crude oil prices
and foreign currency exchange rates. The Consolidated Entity may enter into a variety of derivative financial
instruments to manage its exposure to crude oil price and foreign currency risk, including:

e forward oil price contracts; and
e forward foreign exchange contracts.

(e) Oil price risk management

The Consolidated Entity’s revenue is exposed to oil price fluctuations. Exposure to oil price risk is measured
by monitoring and stress testing the Consolidated Entity’s forecast financial position against sustained periods
of low oil prices. This analysis is regularly performed on the Consolidated Entity’s portfolio and, as required, for
discrete projects and acquisitions.

Commodity hedging may be undertaken where the Board of Directors determines that a hedging strategy is
appropriate to mitigate potential periods of adverse movements in commodity price. This will be balanced against
the desire to expose shareholders to oil price upside. Commodity hedging may also be undertaken when there is
a hedging requirement under a lending facility. During the year, the Consolidated Entity had commodity hedges in
place for 50% of forecast 1P Manora production from 1 April 2016 to 28 February 2017 at an average swap price
of US$42.15/bbl. A portion of the commodity hedge is outstanding at 31 Dec 2016 and is valued at U$1.7 million
(2015: nil). The hedge losses (on derivatives entered into and expired during the financial year) of US$3.7 million
(2015: US$4.8 million gain) are included in revenue.
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FINANCIAL INSTRUMENTS (CONT’D)
(f) Oil price sensitivity

The following table details the impact on revenue (excluding commodity hedges) to a 10% and 20% increase
and decrease in the oil price. Sensitivities to such possible movements are used when reporting oil price risk
internally to key management personnel to represent management’s near term assessment of the possible
change in oil prices. The sensitivity analysis below includes current year sales levels varied by a 10% and
20% increase in the Consolidated Entity’s average oil price. A positive number indicates an increase in profit
and equity where the oil price increases. For a 10% and 20% decrease in the US oil price, there would be a
comparable impact on the profit and equity, and the balances below would be negative.

Consolidated

Qil Price Impact

2016 2015

US$’000 US$'000
Profit or loss: 10% 4,606 7,536
Profit or loss: 20% 9,211 15,072

(g9) Foreign currency risk management

Except for the forward exchange contracts, there were no other foreign currency exposures arising from
financial instruments as at 31 Dec 2016 and 31 Dec 2015. The Consolidated Entity’s exposure shown below
represent the USD value of foreign denominated balances (compared to the presentation currency of USD) at
year end:

Consolidated

Assets Liabilities
2016 2015 2016 2014
US$'000 US$'000 US$'000 US$'000
Australian Dollars 4,863 6,771 7,411 7,218
Thai Baht 2,973 5,751 276 595
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FINANCIAL INSTRUMENTS (CONT’D)
(h) Foreign currency sensitivity

The Consolidated Entity is mainly exposed to Australian dollars (AUD) and Thai Baht (THB).

The following table details the Consolidated Entity’s sensitivity to a 10% and 20% increase and decrease in

the Australian dollar and Thai Baht against the US dollar. Management considers foreign exchange sensitivity
when reporting foreign currency risk internally to key management personnel. Management continually
monitors exchange rate forecasts and assesses the impact of possible changes in foreign exchange rates. The
sensitivity analysis is based on 31 December 2016 year end foreign currency denominated monetary items and
adjusts their translation at the period end for a 10% and 20% strengthening in foreign currency rates. For a
10% and 20% decrease in foreign currency rates, there would be a comparable impact on the profit and equity,
and the balances below would be positive.

Consolidated

US Dollar Impact

2016 2015
$'000 $'000
Australian Dollars:
Profit or loss: 10% (255) (45)
Profit or loss: 20% (5610) (89)
Thai Baht:
Profit or loss: 10% 270 516
Profit or loss: 20% 539 1,031

(i) Foreign exchange contracts

In the current year, the Consolidated Entity had in place short term (settles in less than three months) foreign
exchange contracts to cover THB exposure. Included in Other expenses is a foreign exchange loss of
US$153,800 (2015: US$103,000) incurred on foreign exchange contracts during the year.

The following foreign exchange contracts are outstanding at the end of the year:

Average exchange

rate Foreign currency Notional value Fair value
2016 2015 2016 2015 2016 2015 2016 2015
THB’000 THB’'000 US$000 US$000 US$H000 US$H000
Buy USD:
Less than
3 months 35.98 36.37 106,000 86,000 2,946 2,365 13 23

(i) Interest rate risk management

Interest rate risk is the risk that the Consolidated Entity’s financial position will fluctuate due to changes in
market interest rates. The Consolidated Entity’s exposure to the risk of changes in market interest rates relates
primarily to long term debt obligations, cash and short term deposits.

The Consolidated Entity’s exposure to interest rate risk is measured by monitoring the interest rate ratio within
the current and forecast debt portfolio to determine the current and forecast fixed rate debt to total debt
interest rate ratio. In general, the forecast fixed rate debt to total debt interest rate ratio is managed through
the appropriate choice of funding instrument, but when this cannot be prudently achieved, the Board of
Directors may authorise the implementation of interest rate hedge transactions. There were no interest rate
hedges undertaken during the year.
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FINANCIAL INSTRUMENTS (CONT’D)
(k) Interest rate sensitivity

The sensitivity analysis below has been determined based on exposure to interest rates at the reporting date
and the stipulated change taking place at the beginning of the financial year and held constant throughout the
year. Varying sensitivities are used when reporting interest rate risk internally to key management personnel
that represent management’s assessment of the possible change in interest rates.

At the reporting date, if interest rates had been 50 basis points higher or lower and all other variables were held
constant, the Consolidated Entity’s profit or loss and equity for the year will be impacted as follows:

Consolidated

Interest Rate Impact

2016 2015
US$'000 US$'000
Profit or loss: 50 basis points increase (40) (121)
Profit or loss: 50 basis points decrease 40 121

(I) Credit risk management

Credit risk is the risk that a contracting entity will not complete its obligation under a financial instrument,
resulting in a financial loss to the Consolidated Entity. Credit risk arises from the financial assets of the
Consolidated Entity, which comprise trade and other receivables and deposits with banks and financial
instruments.

The Consolidated Entity has adopted a policy of only dealing with creditworthy customers and counterparties.
Receivable balances are monitored on an ongoing basis with the result that the Consolidate Entity’s exposure
to bad debts is not significant.

The Consolidated Entity may at times have a high credit risk exposure to a single customer in relation to oil
liftings or gas sales. The above-mentioned credit risk management procedures are followed in these instances.
Of the total trade receivables balance of US$6.231 million in the Consolidated Entity at 31 December 2016
(2015: US$5.771 million), all (2015: US$5.771 million) relate to the two (2015: two) largest customers.

The credit risk on liquid funds and derivative financial instruments is limited as the counterparties are banks with
high credit ratings assigned by international credit-rating agencies.

The carrying amount of financial assets recorded in the financial statements, net of any allowances for losses,
represents the Consolidated Entity’s maximum exposure to credit risk.

(m) Liquidity risk management

Liquidity risk is the risk that the Consolidated Entity will not have sufficient funds available to meet its financial
commitments as and when they fall due. Liquidity is monitored and managed on an ongoing, forward-looking
basis with day-to-day liquidity requirements met by drawing on internally generated cash flows, existing cash
balances and existing debt facilities. Refer also to Note A Going Concern and Note D1 Borrowings.
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DS3. FINANCIAL INSTRUMENTS (CONT’D)
(n) Maturity profile of financial instruments

The tables have been drawn up based on the undiscounted cash flows of financial liabilities based on the
earliest date the Consolidated Entity can be required to pay. The following table details the Consolidated
Entity’s exposure to liquidity risk:

Consolidated

Weighted
interest
rate
% US$000 US$O000 USH000 US$O000  US$ 000

2016
Financial Assets
Non-interest bearing 13,205 - = - 13,205
Variable interest rate 3.76% 819 - = - 819
Fixed interest Rate 2.59% = - 22 - 22

14,024 - 22 . 14.046
Financial Liabilities
Non-interest bearing 12,351 - = - 12,351
Variable interest rate 7.50% = - 8,874 - 8,874

12,351 - 8,874 - 21,225
2015
Financial Assets
Non-interest bearing 15,572 - 8,9800 - 24,552
Variable interest rate 0.78% 11,844 - = - 11,844
Fixed interest Rate 5.89% = - = 164 164

27,416 - 8,980 164 36,560
Financial Liabilities
Non-interest bearing 17,369 - 6,5700 - 23,939
Variable interest rate 7.42% = - 26,972 10,617 37,589

17,369 - 33,642 10,617 61,528

O These represent US$9 million receivable from Northern Gulf Petroleum Holdings Ltd and related entities
(collectively NGP) representing 50% of the carry paid by Tap since 2010 and payable to NGP of US$6.6
million relating to 2P Reserves deferred payments and Earnout. In 2016, the payable to NGP has been
reversed and the receivable impaired as a result of the Settlement Agreement between the Company and Mr
Chatchai Yenbamroong and NGP.
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D3. FINANCIAL INSTRUMENTS (CONT’D)
(o) Fair value of financial instruments

Except as detailed in the following table, the directors consider that the carrying amount of financial assets and
financial liabilities recorded in the financial statements approximates their fair values.

The following table details the fair value of financial assets and financial liabilities, which represents a reasonable
approximation of the carrying value of the financial assets and liabilities:

Consolidated

Carrying amount Fair value
2016 2015 2016 2015
US$’000 US$'000 US$'000 US$'000

Financial assets
Cash and cash equivalents 6,396 15,581 6,396 15,581
Trade and other receivables 7,650 20,978 7,650 20,978

14,046 36,559 14,046 36,559
Financial liabilities
Trade and other payables 12,351 23,939 12,351 23,939
Loans and borrowings 8,874 36,132 8,874 36,132

21,225 60,071 21,225 60,071

Financial assets and financial liabilities fair values are determined based on Level 1 inputs as set out in the
Basis of preparation in note A. There are no fair values based on Level 2 and Level 3 inputs.

Fair value of the Consolidated Entity’s financial assets and liabilities that are measured at fair value on a
recurring basis

The fair values of forward foreign exchange contracts included in Trade and other payables (Note: C4) are
calculated using discounted cash flow analysis based on observable forward exchange rates at the end of
the reporting period and contract forward rates discounted at a rate that reflects the credit risk of the various
counterparties. The instruments are classified in the fair value hierarchy at level 2.

The fair values of oil derivative contracts are calculated using discounted cash flow analysis based on

observable oil market prices at the end of the reporting period discounted at an appropriate rate that reflects
the credit risk of the various counterparties. The instruments are classified in the fair value hierarchy at level 2.
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E1. SUBSIDIARIES
Ownership interest

% %
Parent entity
Tap Oil Limited © Australia
Subsidiaries @
Tap West Pty Ltd Australia 100 100
Tap (Shelfal) Pty Ltd Australia 100 100
Tap (New Zealand) Pty Ltd Australia 100 100
Tap Qil (Philippines) Pty Ltd Australia 100 100
Tap (Ghana) Pty Ltd Australia 100 100
Tap QOil (Ghana) Ltd Ghana - 100
Tap Energy (Rangkas) Pty Ltd Australia 100 100
Tap Bass Pty Ltd ™ Australia 100 100
Tap Energy (Thailand) Pty Ltd Australia 100 100
Tap (Zola) Pty Ltd ¥ Australia 100 100
Tap (WA Gas) Pty Ltd Australia 100 100
Tap Energy (Finance) Pty Ltd Australia 100 100
Tap Kendrew Pty Ltd * Australia 100 100
Tap (Shale) Pty Ltd Australia 100 100
Tap (Maitland) Pty Ltd Australia 100 100
Tap (SCB) Pty Ltd v Australia 100 100
Tap (NCB) Pty Ltd ™ Australia 100 100
Tap (Alpha) Pty Ltd @ Australia 100 100
Tap (Bonaparte) Pty Ltd ® Australia 100 100
Tap Energy (Australia) Pty Ltd Australia 100 100
Tap Energy (SE Asia) Pte Ltd Singapore 100 100
Tap Energy (M-7) Pte Ltd *V Singapore 100 100

O Tap Qil Limited is the head entity of the tax-consolidated group.

- All subsidiaries incorporated in Australia are members of the tax-consolidated group.

i Tap Oil (Ghana) Ltd, a wholly owned subsidiary of Tap (Ghana) Pty Ltd, was liquidated on 15 June 2016.
™ Tap Bass Pty Ltd is a wholly owned subsidiary of Tap Energy (Australia) Pty Ltd.

¥ Tap (Zola) Pty Ltd is a wholly owned subsidiary of Tap Energy (Australia) Pty Ltd.

¥ Tap Kendrew Pty Ltd is a wholly owned subsidiary of Tap Energy (Australia) Pty Ltd formed on 28 October 2015.
v Tap (Maitland) Pty Ltd is a wholly owned subsidiary of Tap Energy (Australia) Pty Ltd.

i Tap (SCB) Pty Ltd is a wholly owned subsidiary of Tap Energy (Australia) Pty Ltd.

™ Tap (NCB) Pty Ltd is a wholly owned subsidiary of Tap Energy (Australia) Pty Ltd.

¥ Tap (Alpha) Pty Ltd is a wholly owned subsidiary of Tap Energy (Australia) Pty Ltd.

® Tap (Bonaparte) Pty Ltd is a wholly owned subsidiary of Tap Energy (Australia) Pty Ltd.

&) Tap Energy (M-7) Pte Ltd is a wholly owned subsidiary of Tap Energy (SE Asia) Pte Ltd.

The principal activity of all the subsidiaries is oil and gas exploration and production, except for Tap (WA Gas)
Pty Ltd where the principal activity is the purchase and sale of gas.
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E2. PARENT ENTITY DISCLOSURES

The accounting policies of the parent entity, which have been applied in determining the financial information
shown below, are the same as those applied in the consolidated financial statements. Refer to note F1 for a
summary of the significant accounting policies relating to the Consolidated Entity.

Parent Entity

2016 2015

US$'000 US$'000
Financial Position of parent entity at year end
Assets
Current assets 1,560 3,478
Non-current assets 43,870 52,713
Total assets 45,430 56,191
Liabilities
Current liabilities 465 1,720
Non-current liabilities 362 408
Total liabilities 827 2,128
Net assets 44 603 54,063
Total equity of the parent entity comprising
of:
Issued capital 141,524 135,174
Retained earnings (74,833) (67,157)
Share option reserve 3,526 3,526
Share rights reserve 3,180 3,168
Foreign Currency Translation Reserve (98,909) (90,763)
Profit reserve 70,115 70,115
Total equity 44 603 54,063
Results of the parent entity
(Loss)/profit for the year (7,676) 11,830
Total comprehensive income (7,676) 11,830
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PARENT ENTITY DISCLOSURES
Guarantees entered into by the parent entity

Parent company guarantees are extended on a case by case basis. Tap Oil Ltd has provided a number
of performance guarantees for subsidiaries under the terms of joint operations operating agreements and
agreements with Governments pertaining to oil & gas exploration.

Tap Oil Limited has parent company guarantees in place which guarantee the obligations of Tap Energy
(Thailand) Pty Ltd under the Petroleum Concessions for the G1/48 Permit Area, Thailand.

Tap Oil Limited has parent company guarantees in place which guarantee the obligations of Tap (WA Gas) Pty
Ltd under gas sale agreements.

Tap Oil Limited has parent company guarantees in place which guarantee the obligations of Tap Energy (M-7)
Pte Ltd under the Production Sharing Contract for the Block M-07 offshore Myanmar.

Tap Oil Ltd guarantees to BNP Paribas the punctual performance by Tap Energy (Thailand) Pty Ltd of its
obligations under an ISDA Master Agreement with BNP Paribas.

Each of Tap Oil Limited, Tap Energy (Thailand) Pty Ltd and Tap (WA Gas) Pty Ltd jointly and severally guarantee
to BNP Paribas and Siam Commercial Bank the punctual performance by Tap Oil Ltd; Tap Energy (Thailand)
Pty Ltd and Tap (WA Gas) Pty Ltd of their obligations under the Borrowing Base facility with BNP Paribas and
Siam Commercial Bank and associated finance documents.

Contingent liabilities of the parent entity

The parent entity did not have any contingent liabilities as at 31 December 2016 other than those disclosed in
note F11.

Lease commitments of the Parent entity
Operating leases
Leasing arrangements

The Parent Entity has non-cancellable operating leases for office premises (the premises lease expires on 31
January 2018) and Office equipment (the copy management plan expires on 30 November 2017).

Parent Entity

2016 2015
US$'000 US$'000
Non-cancellable operating lease commitments
Not longer than 1 year 409 586
Longer than 1 year and not longer than 5 years 33 663
Longer than 5 years = -
442 1,249
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OTHER ACCOUNTING POLICIES
(a) Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and entities
(including structured entities) controlled by the Company (the parent entity) and its subsidiaries. Control is
achieved when the Company:

¢ has power over the investee;
* is exposed, or has rights, to variable returns from its involvement with the investee; and
* has the ability to use its power to affect its returns.

The Company reassesses whether or not it controls an investee if facts and circumstances indicate that there
are changes to one or more of the three elements of control listed above.

A list of subsidiaries is included in note E1 to the financial statements. Consistent accounting policies are
employed in the preparation and presentation of the consolidated financial statements.

On acquisition, the assets, liabilities and contingent liabilities of a subsidiary are measured at their fair values at
the date of acquisition. Any excess of the cost of acquisition over the fair values of the identifiable net assets
acquired is recognised as goodwill. [f, after reassessment, the fair values of the identifiable net assets acquired
exceed the cost of acquisition, the deficiency is credited to profit and loss in the period of acquisition.

The consolidated financial statements include the information and results of each subsidiary from the date on
which the Company obtains control and until such time as the Company ceases to control such entity.

In preparing the consolidated financial statements, all intercompany balances and transactions, and unrealised
profits arising within the Consolidated Entity are eliminated in full.

(b) Foreign currency

All foreign currency transactions during the financial year are brought to account using the exchange rate in
effect on the dates of the transactions.

At each reporting date, monetary items denominated in foreign currencies are retranslated at the rates
prevailing on the reporting date. Non-monetary items carried at fair value that are denominated in foreign
currencies are retranslated at the rates prevailing at the date when the fair value was determined. Non-
monetary items that are measured in terms of historical cost in a foreign currency are not retranslated.

Exchange differences are recognised in profit or loss in the period in which they arise.

The individual financial statements of each group entity are presented in its functional currency being the
currency of the primary economic environment in which the entity operates. For the purposes of the
consolidated financial statements, the results and financial position of each entity are expressed in US dollars,
which is the presentation currency for the consolidated financial statements.

The functional currency of all the entities in the Consolidated Entity is Australian dollars except for Tap
Energy Thailand Pty Ltd which has a functional currency of United States dollars. The financial statements of
subsidiaries whose functional currency is in a currency other than United States dollar have been converted
into the presentation currency as follows:

(i) assets and liabilities are translated to the presentation currency at exchange rates at the reporting date.
Income and expenses are translated to the presentation currency at exchange rates at the dates of the
transactions; and

(ii) foreign currency differences are recognised in other comprehensive income, and presented in the
foreign currency translation reserve in equity.
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OTHER ACCOUNTING POLICIES (CONT’D)

(c) Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which
are assets that necessarily take a substantial period of time to get ready for their intended use or sale, are
capitalised as part of the cost of those assets, until such time as the assets are substantially ready for their
intended use or sale.

Investment income earned on the temporary investment of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.

New and revised Standards and Interpretations affecting amounts reported and/or disclosures in the
financial statement

In the current year the Consolidated Entity has adopted all of the new and revised Standards and
Interpretations issued by the Australian Accounting Standards Board that are relevant to its operations and
mandatorily effective for an accounting period that begins on or after 1 January 2016. The following Standards
and Interpretations were adopted:

— AASB 14 Regulatory Deferral Accounts, AASB 2014-1 Amendments to Australian Accounting Standards
(Part D — Consequential Amendments arising from AASB 14 Regulatory Deferral Accounts);

— AASB 1057 Application of Australian Accounting Standards and AASB 2015-9 Amendments to Australian
Accounting Standards — Scope and Application Paragraphs;

— AASB 2014-3 Amendments to Australian Accounting Standards — Accounting for Acquisitions of Interests
in Joint Operations;

— AASB 2014-4 Amendments to Australian Accounting Standards — Clarification of Acceptable Methods of
Depreciation and Amortisation;

— AASB 2014-9 Amendments to Australian Accounting Standards — Equity Method in Separate Financial
Statements;

— AASB 2015-1 Amendments to Australian Accounting Standards — Annual Improvements to Australian
Accounting Standards 2012-2014 Cycle;

— AASB 2015-2 Amendments to Australian Accounting Standards — Disclosure Initiative: Amendments to
AASB 101; and

— AASB 2015-5 Amendments to Australian Accounting Standards — Investment Entities: Applying the
Consolidation Exception.

The adoption of these standards did not result in changes in accounting policies or adjustments to the

amounts recognised in the financial statements. The standards only affected disclosures in the notes to the
financial statements.
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Adoption of new and revised Accounting Standards

At the date of authorisation of the financial report, a number of Standards and Interpretations were on issue but
not yet effective:

Effective for annual Expected to be initially

Standard/Interpretation reporting periods applied in the financial
beginning on or after year ending

AASBQ Financial Instruments’, and the relevant 1 January 2018 31 December 2018
amending standards
AASB 15 ‘Revenue from Contracts with Customers’, AASB
2014-5 ‘Amendments to Australian Accounting Standards
arising from AASB 15, AASB 2015-8 ‘Amendments
to Australian Accounting Standards — Effective date of 1 January 2018 81 December 2018
AASB 15" and AASB 2016-3 Amendments to Australian
Accounting Standards — Clarifications to AASB 15
AASB 16 Leases 1 January 2019 31 December 2019

AASB 2014-10 Amendments to Australian Accounting

Standards — Sale or Contribution of Assets between an

Investor and its Associate or Joint Venture and AASB 2015- 1 January 2018 31 December 2018
10 Amendments to Australian Accounting Standards —

Effective Date of Amendments to AASB 10 and AASB 128

AASB 2016-1 Amendments to Australian Accounting
Standards — Recognition of Deferred Tax Assets for 1 January 2017 31 December 2017
Unrealised Losses

AASB 2016-2 Amendments to Australian Accounting
Standards — Disclosure Initiative: Amendments to AASB 1 January 2017 31 December 2017
107

AASB 2016-5 Amendments to Australian Accounting
Standards — Classification and Measurement of Share- 1 January 2018 31 December 2018
based Payment Transactions

At the date of authorisation of the financial report, the following IASB Standards and IFRIC Interpretations were
also in issue but not yet effective, although Australian equivalent Standards and Interpretations have not yet

been issued.

Effective for annual Expected to be initially
Standard/Interpretation reporting periods applied in the financial

beginning on or after year ending

IFRS 1.F|rst—t|me Adoption of International Financial 1 January 2018 31 December 2018
Reporting Standards
IFRS 12 Disclosure of Interests in Other Entities 1 January 2017 31 December 2017
IAS 28 Investments in Associates and Joint Ventures 1 January 2018 31 December 2018

The Directors note that the impact of the initial application of the Standards and Interpretations is not yet
known or is not reasonably estimable. These Standards and Interpretations will be first applied in the financial
report of the Consolidated Entity that relates to the annual reporting period beginning on or after the effective
date of each pronouncement.
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RESERVES
Nature and purpose of reserves
Share options and rights reserve

The share options reserve and the share rights reserve reflect the cost of share related share-based payments
— refer note F7 explaining the grant date fair value of options and rights issued to employees but not exercised.

The reserve comprises the credit to equity for equity-settled share-based payment arrangements under AASB 2 —
Share-based payments. The standard requires that the expense be charged to the profit and loss component of
the statement of comprehensive income, while a credit needs to be raised against equity over the vesting period.

For further information on the share-based payment schemes refer note F7.

Consolidated

2016 2015
Share rights reserve US$'000 US$'000
Balance at beginning of year 3,168 2,800
Recognition of share based payment 12 368
Balance at end of year 3,180 3,168

Foreign currency translation reserve

Used to record foreign exchange differences arising from the translation of the financial statements of foreign
entities from their functional currency to the Consolidated Entity’s presentation currency. The reserve is
recognised in the Statement of Comprehensive Income when the net investment is disposed.

Consolidated

2016 2015
US$’000 US$’000
Balance at beginning of year 55,651 55,258
Exchange differences arising on translating foreign
operations 21 393
Balance at end of year 55,672 55,651

Profit reserve

A profit reserve has been created in selected entities within the tax consolidated group (refer note E1). The
balance represents an appropriation of amounts from retained earnings for the payment of future dividends.

Consolidated

2016 2015
US$’000 US$'000
Balance at beginning of year 72,940 62,643
Transfer to profit reserve = 10,297
Balance at end of year 72,940 72,940

Consolidated

2016 2015
Retained earnings US$’000 US$’000
Balance at beginning of year (214,419) (149,660)
Loss for the year (14,932) (54,462)
Transfer to profit reserve - (10,297)
Balance at end of year (229,351) (214,419)

Tap Oil Limited



Notes to the financial statements

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

F3. EARNINGS PER SHARE

Consolidated

2016 2015
Cents per share Cents per share
Basic and diluted earnings per share 4.1) (22.3)
Basic earnings per share:
The earnings and weighted average number of ordinary
shares used in the calculation of basic earnings per 2016 2015
share are as follows: Us$’000 US$'000
Earnings used in the calculation of basic earnings per
share from continuing operations (14,932) (54,462)
2016 2015
No.’000 No.’000
Weighted average number of ordinary shares for the
purposes of basic earnings per share 368,038 243,859
Diluted earnings per share: Consolidated
The earnings and weighted average number of ordinary
shares used in the calculation of diluted earnings per 2016 2015
share are as follows: Us$’000 US$'000
Earnings used in the calculation of diluted earnings per
share from continuing operations (14,932) (54,462)
2016 2015
No.’000 No.’000
Weighted average number of ordinary shares for the
purposes of diluted earnings per share (a) 368,038 243,859
(a) The weighted average number of ordinary shares for
the purposes of diluted earnings per share reconciles
to the weighted average number of ordinary shares
used in the calculation of basic earnings per share as 2016 2015
follows: No.’000 No.’000
Weighted average number of ordinary shares used in
the calculation of diluted EPS 368,038 243,859

There are 2,328,101 (2015: 13,392,065) rights on issue at year end that could further dilute the basic earnings
per share and diluted earnings per share in future.
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F4. COMMITMENTS FOR EXPENDITURE

Consolidated

2016 2015
US$ 000 US$’000
(a) Capital expenditure commitments
Committed expenditures that have not been provided
for in the financial statements:
Property, plant and equipment
Not longer than 1 year 3,497 4,905
Longer than 1 year and not longer than 5 years - -
Longer than 5 years - -
3,497 4,905
Exploration expenditure
Not longer than 1 year 2,303 4,773
Longer than 1 year and not longer than 5 years 341 1,059
Longer than 5 years - -
2,644 5,832
FSO lease at Manora
Not longer than 1 year 5,424 5,439
Longer than 1 year and not longer than 5 years 19,436 21,710
Longer than 5 years - 3,150
24,860 30,299

These commitments represent Tap’s share of joint operations’ commitments. The commitments for exploration
expenditure include the minimum expenditure requirements of various government regulatory bodies and joint
operations that the Consolidated Entity is required to meet in order to retain its present permit interests. These
obligations may be subject to renegotiation, may be farmed out or may be relinquished.

The property, plant and equipment commitments represent Tap’s share of the G1/48 Joint operation
commitments in respect of the Manora Development.

Under the terms of a Good Standing Agreement (GSA) entered into with NOPTA (on behalf of the Joint
Authority) in relation to T/47P on 1 October 2013, Tap is required to spend A$5.8 million on qualifying permits
in order to maintain its good standing with the Joint Authority. Any expenditure to be credited against this
GSA obligation must be expended on field activities within the primary terms of agreed qualifying permits in
Australian waters. Qualifying Permits include both prime gazetted areas acreage and re-release gazetted areas
and must be obtained by the completion of the 2015 Acreage Release.

Since the GSA was entered into, Tap has bid for acreage releases with total primary term commitments as bid

for, being greater than A$5.8 million. Tap believes that there are no commitments or contingencies in relation to
the GSA and hence no amount is included in the commitments table above for the GSA.
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LEASES
Operating leases
Leasing arrangements

The Consolidated Entity has non-cancellable operating leases for the following:

(i) Office premises — the premises lease expires on 31 January 2018
(i) Office equipment — the copy management plan expires on 30 November 2017.

Consolidated

2016 2015
US$'000 US$’000
Non-cancellable operating lease commitments
Not longer than 1 year 409 586
Longer than 1 year and not longer than 5 years 33 663
Longer than 5 years = -
442 1,249

Accounting policy

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and
rewards of ownership to the lessee. All other leases are classified as operating leases.

Operating lease payments are recognised as an expense on a straight-line basis over the lease term.

NOTES TO THE CASH FLOW STATEMENT

Consolidated

2016 2015
Us$’000 Us$’000
(a) Reconciliation of cash and cash equivalents
For the purposes of the consolidated statement of cash
flow, cash and cash equivalents includes cash on hand
and in banks and cash held in joint ventures.
Cash and cash equivalents 1,956 4,006
Restricted cash and cash equivalents® 4,440 11,575
6,396 15,581

O Under the terms of the BNP borrowing base facility,
as at 31 December 2016 these funds can only be
used toward the assets secured under the facility
(Manora and G1/48 commitments and the third party
gas assets). This also includes a deposit for the office
lease.
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F6. NOTES TO THE CASH FLOW STATEMENT (CONT’D)

Consolidated

2016 2015
US$'000 Us$’000
(b) Reconciliation of loss for the period to net
cash flows from operating activities
Loss for the year - continuing operations (14,932) (54,462)
Depreciation and amortisation of non-current
assets 24,939 35,035
Foreign exchange loss 2,003 1,207
Commaodity hedge payable/(receivable) 13 (1,330)
Equity settled share-based payments 162 368
Property, plant and equipment impairment - 46,773
Exploration impairment losses/write-downs 9,195 20,935
Timewriting charged to exploration assets (882) -
Prepaid gas impairment - 869
Loss on sale of property, plant and equipment 25 -
Non-cash interest income - (108)
Non-cash interest expense (81) 2,723
Reversal of provisions = (2,425)
Finance costs paid - -
Rehabilitation/restoration expense adjustments 1,843 1,848
(Decrease)/increase in current tax balances (511) 422
Increase/(decrease) in deferred tax balances 5,563 (1,755)
Changes in net assets and liabilities:
(Increase)/decrease in assets:
Current receivables 4,035 (905)
Other assets (1,390) 1,622
(Decrease)/increase in liabilities:
Current payables (8,192 1,099
Employee provisions - 6
Unearned revenue 522 497
Net cash provided by operating activities 27,362 52,319

Accounting policy
Cash and cash equivalents comprise cash on hand, cash in banks, demand deposits, the Consolidated Entity’s
share of joint operations bank balances and investments in money market instruments. Cash equivalents are

short-term, and highly liquid investments.

Any bank overdrafts are shown within borrowings in current liabilities in the balance sheet.
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F7. SHARE-BASED PAYMENTS

Tap currently has the Tap Share Rights Plan as its share-based payment scheme. This plan was first approved
by shareholders on 30 April 2010 and again on 22 May 2013.

Performance Rights

Long-term incentive awards are made in the form of rights to shares which will have a vesting timeframe of
three years. The rights have a total legal life of seven years from the grant date. The number of rights that vest
will be based on the Consolidated Entity’s performance over the same three years. The long-term incentive
awards are made by way of the grant of Performance Rights as soon as practicable after each year end.
Grants of Performance Rights will be made each year with effect from 1 January.

Vesting of up to 50% of the Performance Rights depends upon the Consolidated Entity’s Absolute Total
Shareholder Return (ATSR) over three years and up to 50% depends upon Relative Total Shareholder Return
(RTSR). The ATSR and RTSR performance hurdles required to achieve increasing levels of vesting will be set
by the Board to apply from 1 January of the relevant year. The Board has set the following ATSR and RTSR
performance hurdles:

Assess 50% of Rights Assess 50% of Rights
Against ATSR Against RTSR
Relative TSR
Average Annual ATSR % of Rights which will (Relative Percentile % of Rights which will
over 3 years vest after 3 years Ranking of TSR against vest after 3 years
peers over 3 years)
<5% 0% <P50% 0%
=5% 12.5% =P50% 12.5%
=15% 25% =P62.5 25%
>25% 50% >P75% 50%

Vesting characteristics of the Performance Rights are as follows:
1. Service condition of three years.

2. Performance measurement period is three years, which is consistent with the typical time cycle for an
exploration program and the Consolidated Entity’s strategic emphasis on exploration.

3. Performance is based on differences in ATSR and RTSR as measured from the end of one preceding
period to the end of the 3-year assessment period. The ATSR and RTSR use the 30-day VWAP of the
Consolidated Entity’s shares preceding and including the last day of each measurement period.

4. RTSR is assessed against a peer group of like companies determined by the Board before the start of each
assessment period or as soon as practical thereafter. In 2016, the Consolidated Entity used a group of 29
(2015: 30) petroleum industry companies (including Tap) which are listed on the ASX and whose market
capitalisation ranged from approximately AUD$4 million to AUD$335 million (at 1 January 2016).

Retention Rights

Retention Rights are issued to staff pursuant to the terms of the Share Rights Plan upon or as soon as
practicable after commencement of employment. Such rights would vest if the employee remains employed
by the Consolidated Entity for three years. The rights have a total legal life of seven years from the grant
date. Retention Rights are valued at 100% of the 30-day volume-weighted average share price (VWAP) of the
Consolidated Entity’s shares preceding the date of grant.
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F7. SHARE-BASED PAYMENTS (CONT’D)

Special Awards

The Board retains the discretion to make Special Awards each year. Special Awards can be in the form

of Performance Rights and/or Retention Rights. Special Awards are granted to individual staff or Group
Executives who are judged by the Board to have made an extraordinary contribution to the current or future
performance of the Consolidated Entity or who are expected to play a critical role in one of the Consolidated
Entity’s activities that could take 2-3 years to complete and where retention of the individual’s services is seen
as an important determinant of the success to that activity.

: Exercise price Fairvalue at

Grant date Number Vesting date AUS grant date
AU$

2016
Performance Rights
01/01/2016 3,863,746 01/01/2019 - 0.04
Retention Rights
25/05/2016 1,024,544 25/05/2019 - 0.09
01/09/2016 124,140 01/09/2019 - 0.09
2015
Performance Rights
01/01/2015 3,383,211 01/01/2018 = 0.08
Retention Rights
01/01/2015 958,298 01/01/2016 = 0.40
01/01/2015 850,362 01/07/2016 = 0.40
12/01/2015 61,287 12/01/2018 - 0.42
13/07/2015 272,981 13/07/2018 = 0.40

The volume weighted average fair value of the performance rights granted in 2016 is $0.04 (2015: $0.08).
Performance rights issued are valued using a Monte Carlo Simulation model. The Monte Carlo Simulation
model is a computer based technique where a large sample of iterations is performed, based on random
numbers and their associated probabilities determined by a specified probability distribution function. The
Monte Carlo Simulation model is used to determine the probability of the absolute return performance hurdles
and the relative return performance hurdles being achieved.

The performance rights have no exercise price and vesting occurs after three years if the employee remains
employed by the Consolidated Entity. Expected volatility for the ATSR performance hurdle is based on the
volatility of historical 3-year performance period returns using 30-day VWAP share price data. Expected
volatility for the RTSR performance hurdle is based on the volatility of historical 3-year performance period
returns using 30-day VWAP share price data of Tap Oil Limited shares compared to its peer group.
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The volume weighted average fair value of the retention rights granted in 2016 is A$0.09 (2015: A$0.40).
Retention rights are valued using the Black Scholes model with the life of the rights assumed to be three

years, which is the same as the vesting period of the retention rights (based on employees remaining in the
Consolidated Entity’s employment for three years as the condition for rights vesting). The retention rights

have no exercise price and no other performance conditions, except that the employees need to be in the
Consolidated Entity’s employment after a period of three years, resulting in the fair value of the retention rights
being equal to the 30-day VWAP share price at the date of grant (the volatility and risk-free rate included as
inputs to the Black Scholes model will be irrelevant). Expected volatility is based on the historical 30-day VWAP
share price volatility over a 3-year performance period and the risk free interest rate based on the Reserve Bank
of Australia’s 3-year government bond rate, both as quoted on the date of grant of the retention rights.

Inputs into the model

Grant
Rights series S Vesting Exermse Expected Vesting Dividend B|sk—free
(oy vesting date) SUEERN obabiity P70 ISl ™ Of ield nterest
y 9 price P Y AUS y rights y rate
AU$
2016
Performance Rights
01/01/2019 $0.15 24% $0.00 24% 3yr - N/A
Retention Rights
25/05/2019 $0.09 N/A $0.00 38% 3yr - 1.63%
01/09/2019 $0.09 N/A $0.00 38% 3yr - 1.41%
Inputs into the model
Grant
Rights series date Vesting Exermse Expected Vesting Dividend Rlsk—free
(oy vesting date) share ) papiity P yolatilty €™M Of ol Interest
4 9 price P y AU$ y rights Y rate
AU$
2015
Performance Rights
1/01/2018 $0.42 11% $0.00 11% 3yr - N/A
Retention Rights
12/01/2018 $0.38 N/A $0.00 38% 3yr - 1.89%
01/01/2016 $0.42 N/A $0.00 38% 1yr - 2.15%
01/07/2016 $0.42 N/A $0.00 38% 1yr - 2.15%
13/07/2018 $0.34 N/A $0.00 38% 3yr - 1.92%
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The following reconciles the outstanding share rights granted at the beginning and end of the financial year:

2016 2015
Weighted Weighted
Number of average Number of average
: exercise . exercise
rights : rights )
price price
AUS AUS
Balance at beginning of the financial year 13,392,065 - 12,128,057 -
Granted during the financial year 5,126,716 - 5,526,139 -
Forfeited during the financial year (8,047,186) - (1,874,220) -
Vested during the financial year @ (1,358,338) - (127,048) -
Lapsed during the financial year (6,785,156) - (2,260,863) -
Balance at end of the financial year @ 2,328,101 - 13,392,065 -

(i) Vested during the financial year

No performance rights vested during the 2016 financial year (2015: 61,454). A total of 1,358,338 retention
rights vested during the 2016 financial year (2015: 65,594).

(i) Balance at end of the financial year

The performance rights and retention rights outstanding at the end of the financial year had no exercise
prices and had a weighted average remaining contractual life of 2,153 days (2015: 1,819 days).

(iii) Exercised during the financial year

There were no options exercised during the 2016 financial year (2015: nil).

Accounting Policy

Equity-settled share-based payments are measured at fair value at the grant date. Fair value is measured
under the Black Scholes model for options and retention rights and the Monte Carlo Simulation Model for
performance rights in circumstances where the value cannot be determined based on the service being
delivered. The fair value determined at the grant date of the equity-settled share-based payments is expensed
on a straight-line basis over the vesting period, based on the Consolidated Entity’s estimate of the number

of options and shares that will eventually vest. At the end of each reporting period, the Consolidated Entity
revises its estimate of the number equity instruments expected to vest. The impact of the revision of the original
estimates, if any, is recognised in profit or loss such that the cumulative expense reflects the revised estimate,
with a corresponding adjustment to the share rights reserve.
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KEY MANAGEMENT PERSONNEL COMPENSATION

After consideration of the nature of each employee’s role within the Consolidated Entity, in the opinion of the
Board the Consolidated Entity had the following key management personnel during the financial year:

Non-Executive Directors - current

e A Hall (appointed 18 October 2016)

P J Mansell (appointed 27 May 2016)

C B Newton (appointed 1 Jan 2016)

T L Soulsby (appointed 1 Jan 2016)

S Sreesangkom (appointed 27 May 2016)

Executive Director - current

¢ J G Menzies (appointed non-executive Director 27 May 2016 and subsequently appointed Executive
Chairman on 15 December 2016)

Non-Executive Directors - former

e D W Bailey (Chairman resigned 15 Dec 2016)
* M J Sandy (retired 27 May 2016)
e D A Schwebel (retired 27 May 2016)

Senior Executives - current

e C J Bath (Chief Financial Officer appointed 25 May 2016)
* R M Somerville (Exploration Manager appointed 16 September 2015)

Senior Executives - former

e T J Hayden (Managing Director resigned 27 May 2016 and resigned as CEO on 15 Dec 2016)

e D J Rich (Chief Financial Officer resigned 1 Jul 2016)

e M T Ryan (General Counsel/Company Secretary appointed 13 July 2015 and resigned 1 Jul 2016)
e A C Sudlow (Commercial Manager resigned 1 Dec 2016)

The aggregate compensation of the key management personnel of the Consolidated Entity is set out below:

Consolidated

2016 2015
US$000 US$000
Short-term employee benefits 1,443 1,574
Post-employment benefits 83 87
Other long-term benefits - -
Termination benefits 1,155 -
Share-based payments 6) 193
2,675 1,854
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RELATED PARTY TRANSACTIONS
(a) Key management personnel compensation

Details of key management personnel compensation are disclosed in note F8 to the financial statements and in
the remuneration report disclosed in the Directors report.

(b) Transactions with other related parties

Other related parties include the parent entity, joint operations in which the entity is a venturer and subsidiaries.

Amounts receivable from and payable to parties within the Tap Oil Limited Group eliminate on consolidation.
All loans advanced to and payable to related parties are unsecured, have no fixed repayment dates and are
interest-free. The outstanding balances related to joint operations are disclosed in note C3 to the financial
statements.

On 22 December 2016 the Company entered into a consulting agreement with Risco Management Advisory
Limited (Risco), a Company associated with T Soulsby and C Newton, Directors of Tap. Under the agreement
Risco will assist with managing the Manora asset and provide financial advisory services. A fee of A$29,000
per month is payable. The agreement terminates on 30 June 2017.

During 2016 the Consolidated Entity paid US$192,000 to Risco for financial advisory services, including review
of existing financing arrangements and assistance with BNP negotiations.

During 2016, the Company paid Risco Energy Investments (SEA) Ltd, a Company associated with T Soulsby
and C Newton fees of $158,000 related to the capital raising completed in April 2016.

REMUNERATION OF AUDITORS Consolidated

2016 2015
US$'000 US$’000

Audit services
Auditor of the parent entity — Deloitte Touche Tohmatsu
— Audit and review of financial reports 108 142

Overseas Deloitte Touche Tohmatsu firms

— Audit of financial report - 5
108 147

Other auditors
— Audit of financial report 27 38
135 185

Other services

Other auditors
Taxation services 357 143

357 143
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F11. CONTINGENCIES

As at 31 December 2016 the consolidated entity did not have any contingent liabilities.
F12. SUBSEQUENT EVENTS

There have been no matters or circumstances occurring subsequent to the financial year that has significantly

affected, or may significantly affect, the operations of the Consolidated entity, the results of those operations,
or the state of affairs of the Consolidated entity in future years.
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