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TARGET ENERGY LIMITED

Quarterly Report for the quarter ending 30 June 2015

Permian Basin, Texas

1.1. Fairway Project — Howard & Glasscock Counties (Target 35% - 60% WI)
No new drilling or completions operations were undertaken in Quarter.

1.1.1. Forward Program

In the light of the current commodity prices, the planned 2015 work program
remains on hold.
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Figure 1: Target Energy Fairway Project lease-holdings.
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1.1.2. Leases

Lease extensions were secured for the Bunbury prospect and the undrilled portion of the
Sydney leases. Discussions remain underway for the extension of the balance of the Ballarat
and Taree leases. A 160 acre portion of the Darwin lease lapsed during the reporting period.

Louisiana

1.2, East Chalkley, Cameron Parish (Target 35% WI)

1.2.1. Workovers

The Pine Pasture #3 well has been shut in to address pump problems.
1.3. Section 28 Project, St Martin Parish (Target 25% WI)
1.3.1. Workovers

The SML A#3 well was shut-in in June following depletion of the 1st Marg Tex sand. The
operator has proposed a completion the above-lying “Bol Perca” sand for production.

2. Production (1 Apr—- 30 June 2015)

Gross Gas Cumulative Net Gas Cumulative | Gross Oil  Cumulative Net Qil Cumulative

Project TEX WI Prodn in Gross Gas  Prodnin Net Gas Prodn in Gross Prodn in Net Qil

Period Prodn Period Prodn period Qil Prodn Period Prodn

(mmcf) (mmcf) (mmcf) (mmcf) ((:]0)} ((:]0)) ((:]0)) ((:]0))}

Section 28 25% 21.0 2,493.2 5.2 623.3 63.7 91,879.4 15.9 22,969.8
E. Chalkley* 35% 0.7 60.7 0.3 21.2 104.1 115,810.4 36.4 40,533.6
Merta 25% 13.1 459.3 3.3 114.8 44.0 5,589.0 11.0 1,397.3
Fairway 35%-60% 29.5 329.1 15.3 186.8 11,897.8 180,741.4 5,946.7 100,621.5
Total 64.3 3,342.3 24.0 946.2 12,109.6 394,020.2 6,010.0 165,522.2

*Wells were shut-in at East Chalkley for most of reporting period due to a work-over program.

Net Production is scaled to Target’s Working Interest, before royalties; mmcf = million cubic feet; mmcfgd = million
cubic feet of gas per day; BO = barrels of oil, BOPD = barrels of oil per day, BOEPD = barrels of oil equivalent per
day (Target reports a thermal equivalent when combining gas and oil production, where 1BOE = 6 mcf).
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3. Lease Holdings

Target Energy Leaseholdings

Depth TEX Gross Net
Lease Name County / Ph Description Limits Wi acres acres
Fairway
BOA Howard S12S/2, Block 33 T-2S, A-1353, T&P RR Survey None 50.0% | 320.0 160.0
BOA North Howard S12 N/2, Block 33 T-2S, A-1353, T&P RR Survey None 50.0% | 320.0 160.0
Darwin N/2 Howard S44 N/2, Block 33, T-1S, A-1292, T&P RR Survey None 50.0% | 320.0 160.0
Darwin SW/4 Howard S44 SE/4, Block 33, T-1S, A-1292, T&P RR Survey None 60.0% | 160.0 96.0
Bunbury Howard ;ﬁif;ﬁ;’l S A ST AR, Bled s AIE D None 60.0% | 918.0 550.8
Ballarat Glasscock ijiiﬁz‘:tﬁi’s‘ﬂrii;ﬁ\-gls and A-A483, Waco and None 50.0% | 160.0 80.0
Glasscock S 184 and 185, Bl 28, A-815 and A-A483, Waco and None 60.0% | 195.7 117.4
Northwestern Survey
Taree Glasscock \h'lvo/ rztsvlvii;g:;’jxfjs and A-A483, Waco and None 60.0% | 3200 | 1920
Sydney #1 Glasscock NW/4 S 188 Block 29 A-170 W&NW Survey None 60.0% | 160.0 96.0
Sydney #2 Glasscock E/2 S 188 Block 29 A-170 W&NW Survey None 51.2% | 320.0 163.9
"Section 4" Howard S4, Block 32, T-2-S, A-1354 T & P RR Co Survey None 60.0% | 440.0 264.0
Homar Howard SE/4 S24 Bl 35 A-1640; T&P RR Co Survey None 50.0% | 100.0 50.0
Homar (Robb) Howard SW/4 S26 Bl 35 A-1415; T&P RR Co Survey None 60.0% | 160.0 96.0
Wagga Wagga #1 Glasscock NE/4 S221, Block 29, A-496; W&NW RR Co Survey None 35.0% | 160.0 56.0
Wagga Wagga #2 Glasscock SE/4 S221, Block 29, A-496; W&NW RR Co Survey None 35.0% | 160.0 56.0
Ballarat West Glasscock part NW/4 of 5185, Bl 29, W&NW RR Co. Survey None 50.0% | 123.9 62.0
Merta
Merta No. 1 Well 7,650 ft -
Gas Unit No. 2 Wharton S3 A-219 International and Great Northern RR Co Survey 7,880 ft 25% 303.0 75.7
Section 28
SML #A-1, #A-3 | Production Unit St Martin Ph None 25% 40.0 10.0
SML #A-2 | Production Unit St Martin Ph None 25% 40.0 10.0
East Chalkley
Unit Agreement: 8,000 ft -
CK W RA SU Cameron Ph  S11, 13, 14 &15, T12S-R6W 10,000 ft | 35% 7149 | 250.2
Total 5435.4  2706.0

4. Corporate

4.1.

Legal

As advised to the

Victory Energy Corporation and Aurora Energy Partners (“Victory”, “Aurora”).

market on 12 February 2015, Target subsidiary TELA Garwood LP (“TELA
Garwood”) has filed a lawsuit in the District Court of Harris County (Houston), Texas against

TELA Garwood’s suit charges that Aurora, acting by and through its general partner, Victory,
breached its obligation to purchase certain of TELA Garwood’s interests in the West Texas Fairway
Project (Howard and Glasscock counties) pursuant to a Purchase and Sale Agreement between
TELA Garwood and Aurora dated June 30, 2014 (“PSA”).
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TELA Garwood has also filed suit against the individual directors of Victory for their roles in Victory
causing Aurora to breach its obligations under the PSA. In an effort to deflect TELA Garwood’s
claims, Victory and Aurora have filed counterclaims which TELA Garwood plans to vigorously
oppose. Target has served Victory and Aurora with the requests for production of relevant
documents.

In addition to TELA Garwood’s suit, in January 2015 the operator of the Fairway project also filed a
law suit against Aurora, alleging Aurora’s failure to pay invoices associated with a number of wells
in the Fairway Project. While the suit remains underway, in February 2015 the operator exercised
its rights under the operating agreement to recover Aurora’s outstanding costs, pro-rata, from the
other partners. The Company’s share of these costs was approximately $720,000 (US$545,000).
The Company is contemplating amending it’s current suit to recover these funds from Aurora.

4.2. Capital Raising

4.2.1. Partially Underwritten Entitlement Issue

During the quarter, eligible shareholders were invited to subscribe to a partially underwritten
renounceable pro-rata entitlement issue (Entitlement Issue) to raise up to approximately S5
million on the basis of 5 new shares in Target, for every 3 existing shares held at the record date,
at an issue price of $0.006 per share, together with one free attaching option to acquire a share
for every two shares issued.

Target advised on 25 May 2015 that the Company had received applications under the
Entitlement Issue for 499,160,105 shares and 249,580,100 attaching options for proceeds of
$2,994,960. Subsequent to the end of the quarter, further shortfall applications have been
received for a further 32,358,843 shares and 16,179,422 attaching options for further proceeds of
$194,153, making the total proceeds from the rights issue $3,189,113.

Funds raised from the Entitlement Issue will be used to address payables, provide working capital
and to potentially allow the Company to undertake an asset optimisation program.

4.2.2. Secured Loans

During the previous quarter, entities associated with the Company’s directors collectively
advanced AS0.5m in the form of secured loans to the Company. The Company entered into
settlement and offset deeds to directly offset these loans via the subscription of shares and
options under the Entitlement Issue. The loans have now been fully discharged.

For further information, please contact the company at admin@targetenergy.com.au.

Yours sincerely,

ol ewit/ / /

urence Roe
Managing Director

NOTE: In accordance with ASX Listing Rules, any hydrocarbon reserves and/or drilling update information contained in this report is based on and
fairly represents information and supporting documentation prepared by or under the supervision of Mr Laurence Roe, B Sc, Managing Director
and an employee of Target Energy Limited, who is a member of the Society of Exploration Geophysicists and has over 30 years experience in the
sector. He consents to the reporting of that information in the form and context in which it appears.




