Rules 4.7.3 and 4.10.31

Appendix 4G

Key to Disclosures
Corporate Governance Council Principles and Recommendations

Name of entity:

MEC Resources Limited
ABN / ARBN: Financial year ended:
44113900020 30 June 2015

Our corporate governance statement? for the above period above can be found at:?
] These pages of our annual report:

This URL on our website: http://www.mecresources.com.au/newsroom/corporate-governance.html

The Corporate Governance Statement is accurate and up to date as at 31 August 2015 and has been approved by the
board.

The annexure includes a key to where our corporate governance disclosures can be located.

Date:31 August 2015

Name of Director or Secretary authorising
lodgement:

P A g

Deborah Ambrosini

" Under Listing Rule 4.7.3, an entity must lodge with ASX a completed Appendix 4G at the same time as it lodges its annual report with ASX.

Listing Rule 4.10.3 requires an entity that is included in the official list as an ASX Listing to include in its annual report either a corporate
governance statement that meets the requirements of that rule or the URL of the page on its website where such a statement is located. The
corporate governance statement must disclose the extent to which the entity has followed the recommendations set by the ASX Corporate
Governance Council during the reporting period. If the entity has not followed a recommendation for any part of the reporting period, its corporate
governance statement must separately identify that recommendation and the period during which it was not followed and state its reasons for not
following the recommendation and what (if any) alternative governance practices it adopted in lieu of the recommendation during that period.

Under Listing Rule 4.7 4, if an entity chooses to include its corporate governance statement on its website rather than in its annual report, it must
lodge a copy of the corporate governance statement with ASX at the same time as it lodges its annual report with ASX. The corporate governance
statement must be current as at the effective date specified in that statement for the purposes of rule 4.10.3.

2 “Corporate governance statement” is defined in Listing Rule 19.12 to mean the statement referred to in Listing Rule 4.10.3 which discloses the
extent to which an entity has followed the recommendations set by the ASX Corporate Governance Council during a particular reporting period.
3 Mark whichever option is correct and then complete the page number(s) of the annual report, or the URL of the web page, where the entity’s
corporate governance statement can be found. You can, if you wish, delete the option which is not applicable.

Throughout this form, where you are given two or more options to select, you can, if you wish, delete any option which is not applicable and just
retain the option that is applicable. If you select an option that includes “OR” at the end of the selection and you delete the other options, you can
also, if you wish, delete the “OR” at the end of the selection.
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ANNEXURE - KEY TO CORPORATE GOVERNANCE DISCLOSURES

Corporate Governance Council recommendation

We have followed the recommendation in full for the whole of the
period above. We have disclosed ...

We have NOT followed the recommendation in full for the whole
of the period above. We have disclosed ...*

PRINCIPLE 1 - LAY SOLID FOUNDATIONS FOR MANAGEMENT AND OVERSIGHT

1.1 | Alisted entity should disclose: ... the fact that we follow this recommendation: [J  an explanation why that is so in our Corporate Governance
(@)  the respective roles and responsibilities of its board and in our Corporate Governance Statement OR Statement OR
management; and [ . . .
(b)  those matters expressly reserved to the board and those [ atfinsert location] e are ?n extemally managed entity and this recommendafion
delegated to management. ... and information about the respective roles and responsibilities of s therefore not applicable
our board and management (including those matters expressly
reserved to the board and those delegated to management):
L1 at[insert location]
1.2 | Alisted entity should: ... the fact that we follow this recommendation: [0 an explanation why that is so in our Corporate Governance
(a) undfartake appropriate qhecks before apppinting a person, or in our Corporate Governance Statement OR Statement OR
putting forward to security holders a candidate for election, . . .
as a director: and O at[insert location] L1 we are an externally managed entity and this recommendation
(b)  provide security holders with all material information in its Is therefore not applicable
possession relevant to a decision on whether or not to elect
or re-elect a director.
1.3 | Alisted entity should have a writtcra]n agreem?nr: with each director ... the fact that we follow this recommendation: [0 an explanation why that is so in our Corporate Governance
and senior executive setting out the terms of their appointment. in our Corporate Governance Statement OR Statement OR
O] atlinsert location] L] we are an externally managed entity and this recommendation
is therefore not applicable
1.4 The company secretary of a listed entity should be accountable ... the fact that we follow this recommendation:

directly to the board, through the chair, on all matters to do with the
proper functioning of the board.

in our Corporate Governance Statement OR

L0 at[insert location]

] an explanation why that is so in our Corporate Governance
Statement OR

[ we are an externally managed entity and this recommendation
is therefore not applicable

4 If you have followed all of the Council's recommendations in full for the whole of the period above, you can, if you wish, delete this column from the form and re-format it.
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Corporate Governance Council recommendation

We have followed the recommendation in full for the whole of the
period above. We have disclosed ...

We have NOT followed the recommendation in full for the whole
of the period above. We have disclosed ...*

1.5 | Alisted entity should: ... the fact tha.t we have a diversity policy that complies with an explanation why that is so in our Corporate Governance
(a)  have a diversity policy which includes requirements for the paragraph (a): Statement OR
board or a relevant committee of the board to set in our Corporate Governance Statement OR ) ) )
measurable objectives for achieving gender diversity and to P = O we are an externally managed entity and this recommendation
assess annually both the objectives and the entity’s progress | LI at[insert location] is therefore not applicable
in achieving them; ... and a copy of our diversity policy or a summary of it:
isclose that poli fit;
(b) dfsc ose that policy or a summary o I ;and ) http://www.mecresources.com.au/newsroom/corporate-
(c) disclose as at the end of each reporting period the
o T - governance.html
measurable objectives for achieving gender diversity set by o o o
the board or a relevant committee of the board in accordance | --- and the measurable objectives for achieving gender diversity set by
with the entity’s diversity policy and its progress towards the board or a relevant committee of the board in accordance with our
achieving them and either: diversity policy and our progress towards achieving them:
(1) the respective proportions of men and women on the in our Corporate Governance Statement OR
board, in senior executive positions and across the 0 ) .
whole organisation (including how the entity has defined at [insert focation]
“senior executive” for these purposes); or ... and the information referred to in paragraphs (c)(1) or (2):
(2) if the entity is a “relevant employer” under the Workplace in our Corporate Governance Statement OR
Gender Equality Act, the entity’s most recent “Gender
Equality Indicators”, as defined in and published under O  at[insert location]
that Act.
16 A listed entity should: ... the evaluation process referred to in paragraph (a): [0 an explanation why that is so in our Corporate Governance
(@)  have and disclose a process for per!odically e\./algalting the in our Corporate Governance Statement OR Statement OR
performance of the board, its committees and individual . . .
directors: and O] atlinsert location] L] we are an externally managed entity and this recommendation
(b)  disclose, in relation to each reporting period, whether a ... and the information referred to in paragraph (b): s therefore not applicable
performance evaluation was undertaken in the reporting .
period in accordance with that process. in our Corporate Governance Statement OR
L1 at{[insert location]
1.7 A listed entity should: ... the evaluation process referred to in paragraph (a):

(@)  have and disclose a process for periodically evaluating the
performance of its senior executives; and
(b)  disclose, in relation to each reporting period, whether a

performance evaluation was undertaken in the reporting
period in accordance with that process.

in our Corporate Governance Statement OR

L1 at[insert location]
... and the information referred to in paragraph (b):

in our Corporate Governance Statement OR

O at[insert location]

[J  anexplanation why that is so in our Corporate Governance
Statement OR

[J  we are an externally managed entity and this recommendation
is therefore not applicable
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Corporate Governance Council recommendation

We have followed the recommendation in full for the whole of the
period above. We have disclosed ...

We have NOT followed the recommendation in full for the whole
of the period above. We have disclosed ...*

PRINCIPLE 2 - STRUCTURE THE BOARD TO ADD VALUE

2.1 The board of a listed entity should: [If the entity complies with paragraph (a):] an explanation why that is so in our Corporate Governance
(@)  have a nomination committee which: ... the fact that we have a nomination committee that complies with Statement OR
iori hs (1) and (2):
(1) has at least three merpbers, a majority of whom are paragraphs (1) and (2) 1  we are an externally managed entity and this recommendation
independent directors; and (] in our Corporate Governance Statement OR is therefore not applicable
(2) is chaired by an independent director, , )
: L0 at[insert location]
and disclose: d tthe charter of th itiee:
(3) the charter of the committee; -~ andacopy orine charier ot fhe commitee:
(4) the members of the committee; and L1 at{insert location]
(5) as at the end of each reporting period, the number of | ... and the information referred to in paragraphs (4) and (5):
times the committee met throughout the period and ] in our Corporate Governance Statement OR
the individual attendances of the members at those o P b -
meetings; or O at[insert location]
(b)  ifitdoes not have a nomination committee, disclose that [If the entity complies with paragraph (b):]
fact and.the_processes it employs to address board ... the fact that we do not have a nomination committee and the
succession issues and to ensure that the board has the
aporopriate balance of skills. knowledae. experience processes we employ to address board succession issues and to
in%% gn dence and diversit ‘to enablegi’t t’o dir')s, char e‘its ensure that the board has the appropriate balance of skills,
dutieps and responsibilities )c;ffectivel 9 knowledge, experience, independence and diversity to enable it to
P y. discharge its duties and responsibilities effectively:
in our Corporate Governance Statement OR
L1 at[insert location]
2.2 A listed entity should have and disclose a board skills matrix ... our board skills matrix:

setting out the mix of skills and diversity that the board currently
has or is looking to achieve in its membership.

in our Corporate Governance Statement OR

L1 at[insert location]

[0 an explanation why that is so in our Corporate Governance
Statement OR

[J  we are an externally managed entity and this recommendation
is therefore not applicable

Page 4




Corporate Governance Council recommendation

We have followed the recommendation in full for the whole of the
period above. We have disclosed ...

We have NOT followed the recommendation in full for the whole
of the period above. We have disclosed ...*

2.3 A listed entity should disclose: ... the names of the directors considered by the board to be [0 an explanation why that is so in our Corporate Governance
(@)  the names of the directors considered by the board to be | independent directors: Statement
independent directors; in our Corporate Governance Statement OR
(b) if adirector has an interest, position, association or 0 , )
relationship of the type described in Box 2.3 but the board at [insert focation]
is of the opinion that it does not compromise the ... and, where applicable, the information referred to in paragraph (b):
independence of the director, the nature of the interest, .
position, association or relationship in question and an in our Corporate Governance Statement OR
explanation of why the board is of that opinion; and 1 at{insert location]
(c)  the length of service of each director. ... and the length of service of each director:
in our Corporate Governance Statement OR
L0 at[insert location]
2.4 A majority of the board of a listed entity should be independent ... the fact that we follow this recommendation: [0 an explanation why that is so in our Corporate Governance
directors, in our Corporate Governance Statement OR Statement OR
O at|insert location] ] we are an externally managed entity and this recommendation
is therefore not applicable
2.5 The chair of the board of a listed entity should be an independent | ... the fact that we follow this recommendation: [0 an explanation why that is so in our Corporate Governance
dC||rEeOctg][ tz:]r;dé:;iglértlcular, should not be the same person as the in our Corporate Governance Statement OR Statement OR
O] atlinsert location] [J  we are an externally managed entity and this recommendation
is therefore not applicable
2.6 Alisted entity should have a program for inducting new directors | ... the fact that we follow this recommendation:

and provide appropriate professional development opportunities
for directors to develop and maintain the skills and knowledge
needed to perform their role as directors effectively.

in our Corporate Governance Statement OR

L0 at[insert location]

[0 an explanation why that is so in our Corporate Governance
Statement OR

[ we are an externally managed entity and this recommendation
is therefore not applicable

PRINCIPLE 3 - ACT ETHICALLY AND RESPONSIBLY

3.1

A listed entity should:

(@) have a code of conduct for its directors, senior executives
and employees; and

(b) disclose that code or a summary of it.

... our code of conduct or a summary of it:

in our Corporate Governance Statement OR

L0 at[insert location]

[]  an explanation why that is so in our Corporate Governance
Statement
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Corporate Governance Council recommendation

We have followed the recommendation in full for the whole of the
period above. We have disclosed ...

We have NOT followed the recommendation in full for the whole
of the period above. We have disclosed ...*

PRINCIPLE 4 - SAFEGUARD INTEGRITY IN CORPORATE REPORTING

41 The board of a listed entity should: [If the entity complies with paragraph (a):] an explanation why that is so in our Corporate Governance
(@)  have an audit committee which: ... the fact that we have an audit committee that complies with Statement
(1) has at least three members, all of whom are non- paragraphs (1) and (2):
independent directors; and ' ‘
(2) is chaired by an independent director, who is not the [ atfinsert location]
chair of the board, ... and a copy of the charter of the committee:
and disclose: L0 at[insert location]
(3) the charter of the committee; ... and the information referred to in paragraphs (4) and (5):
(4) the relevant qualifications and experience of the 0
members of the committee: and in our Corporate Governance Statement OR
(5) in relation to each reporting period, the number of L1 at[insert location]
times the committee met throughout the period and [If the entity complies with paragraph (b):]
the individual attendances of the members at those y comp paragrap o .
meetings; or ... the fact that we do not have an audit committee and the processes
- . . ' we employ that independently verify and safeguard the integrity of our
(b) gr:tddt(r):as ?gég:;’::}?eamucj:gc:r;:gt'titﬁgéd::r%?rﬁl th:;rfi?;;n d corporate reporting, including the processes for the appointment and
proces - employ pendently : removal of the external auditor and the rotation of the audit
safeguard the integrity of its corporate reporting, including :
; engagement partner:
the processes for the appointment and removal of the
external auditor and the rotation of the audit engagement in our Corporate Governance Statement OR
partner. . .
L1 at[insert location]
4.2 The board of a listed entity should, before it approves the entity’s | ... the fact that we follow this recommendation:

financial statements for a financial period, receive from its CEO
and CFO a declaration that, in their opinion, the financial records
of the entity have been properly maintained and that the financial
statements comply with the appropriate accounting standards
and give a true and fair view of the financial position and
performance of the entity and that the opinion has been formed
on the basis of a sound system of risk management and internal
control which is operating effectively.

in our Corporate Governance Statement OR

L1 at[insert location]

[0 an explanation why that is so in our Corporate Governance
Statement
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Corporate Governance Council recommendation

We have followed the recommendation in full for the whole of the

period above. We have disclosed ...

We have NOT followed the recommendation in full for the whole
of the period above. We have disclosed ...*

4.3 A listed entity that has an AGM should ensure that its external ... the fact that we follow this recommendation: [  an explanation why that is so in our Corporate Govemance
auditor attends its AGM and is available to answer questions . Statement OR
from security holders relevant to the audit. in our Corporate Governance Statement OR —

O atlinsert location] 1  we are an externally managed entity that does not hold an
annual general meeting and this recommendation is therefore
not applicable

PRINCIPLE 5 - MAKE TIMELY AND BALANCED DISCLOSURE

51 A listed entity should: ... our continuous disclosure compliance policy or a summary of it: [0 an explanation why that is so in our Corporate Governance

disclosure obligations under the Listing Rules; and ' ‘

(b) disclose that policy or a summary of it. [ atinsert location]

PRINCIPLE 6 - RESPECT THE RIGHTS OF SECURITY HOLDERS

6.1 Alisted entity should provide information about itself and its ... information about us and our governance on our website: (3 an explanation why that is so in our Corporate Governance
governance to investors via its website. at http://www.mecresources.com.au/newsroom/corporate- Statement

governance.html

6.2 A listed entity should design and implement an investor relations | ... the fact that we follow this recommendation: [0 an explanation why that is so in our Corporate Governance
&rsg;?OTsto facilitate effective two-way communication with in our Corporate Governance Statement OR Statement

[ at[insert location]

6.3 A listed entity should disclose the policies and processes ithasin | ... our policies and processes for facilitating and encouraging [0 an explanation why that is so in our Corporate Governance
place to facilitate and encourage participation at meetings of participation at meetings of security holders: Statement OR
security holders. . —

in our Corporate Governance Statement OR [0 we are an externally managed entity that does not hold

O  at|[insert location] periodic meetings of security holders and this recommendation
is therefore not applicable

6.4 A listed entity should give security holders the option to receive ... the fact that we follow this recommendation: [  an explanation why that is so in our Corporate Governance

communications from, and send communications to, the entity
and its security registry electronically.

in our Corporate Governance Statement OR

L0 at[insert location]

Statement
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Corporate Governance Council recommendation

We have followed the recommendation in full for the whole of the
period above. We have disclosed ...

We have NOT followed the recommendation in full for the whole
of the period above. We have disclosed ...*

PRINCIPLE 7 - RECOGNISE AND MANAGE RISK

71 The board of a listed entity should:
(@) have a committee or committees to oversee risk, each of
which:

(1) has at least three members, a majority of whom are
independent directors; and

(2) is chaired by an independent director,
and disclose:

(3) the charter of the committee;

(4) the members of the committee; and

(5) as at the end of each reporting period, the number of
times the committee met throughout the period and
the individual attendances of the members at those
meetings; or

(b) ifit does not have a risk committee or committees that
satisfy (a) above, disclose that fact and the processes it
employs for overseeing the entity’s risk management

[If the entity complies with paragraph (a):]

... the fact that we have a committee or committees to oversee risk
that comply with paragraphs (1) and (2):

L] in our Corporate Governance Statement OR

L0 at[insert location]

... and a copy of the charter of the committee:

L0 at[insert location]

... and the information referred to in paragraphs (4) and (5):
(1 in our Corporate Governance Statement OR

L1 at[insert location]

[If the entity complies with paragraph (b):]

... the fact that we do not have a risk committee or committees that
satisfy (a) and the processes we employ for overseeing our risk
management framework:

an explanation why that is so in our Corporate Governance
Statement

framework.
in our Corporate Governance Statement OR
L1 at[insert location]
7.2 The board or a committee of the board should: ... the fact that board or a committee of the board reviews the entity’s

(@)  review the entity’s risk management framework at least
annually to satisfy itself that it continues to be sound; and

(b) disclose, in relation to each reporting period, whether such
a review has taken place.

risk management framework at least annually to satisfy itself that it
continues to be sound:

in our Corporate Governance Statement OR
L1 at[insert location]

... and that such a review has taken place in the reporting period
covered by this Appendix 4G:

in our Corporate Governance Statement OR

L0 at[insert location]

[J  anexplanation why that is so in our Corporate Governance
Statement
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Corporate Governance Council recommendation

We have followed the recommendation in full for the whole of the
period above. We have disclosed ...

We have NOT followed the recommendation in full for the whole
of the period above. We have disclosed ...*

7.3 A listed entity should disclose: [If the entity complies with paragraph (a):] an explanation why that is so in our Corporate Governance
(@) ifit has an internal audit function, how the function is ... how our internal audit function is structured and what role it Statement
structured and what role it performs; or performs:
(b) ifit does not have an internal audit function, that fact and (] in our Corporate Governance Statement OR
the processes it employs for evaluating and continually _
improving the effectiveness of its risk management and [ at{insert location]
internal control processes. [If the entity complies with paragraph (b):]
... the fact that we do not have an internal audit function and the
processes we employ for evaluating and continually improving the
effectiveness of our risk management and internal control processes:
in our Corporate Governance Statement OR
L1 at[insert location]
7.4 A listed entity should disclose whether it has any material ... whether we have any material exposure to economic,

exposure to economic, environmental and social sustainability
risks and, if it does, how it manages or intends to manage those
risks.

environmental and social sustainability risks and, if we do, how we
manage or intend to manage those risks:

in our Corporate Governance Statement OR

L1 at[insert location]

[J  anexplanation why that is so in our Corporate Governance
Statement
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Corporate Governance Council recommendation We have followed the recommendation in full for the whole of the | We have NOT followed the recommendation in full for the whole

period above. We have disclosed ... of the period above. We have disclosed ...4
PRINCIPLE 8 - REMUNERATE FAIRLY AND RESPONSIBLY
8.1 The board of a listed entity should: [If the entity complies with paragraph (a):] an explanation why that is so in our Corporate Governance
(@) have a remuneration committee which: ... the fact that we have a remuneration committee that complies with Statement OR
o hs (1) and (2):
(1) has at least three members, a majority of whom are paragraphs (1) and (2) 1 we are an externally managed entity and this recommendation is
independent directors; and (1 in our Corporate Governance Statement OR therefore not applicable
(2) is chaired by an independent director, ) )
and disclose L0 at[insert location]
i :
(3) the charter of the committee; ... and a copy of the charter of the committee:
(4) the members of the committee; and (I at[insert location]
(5) as at the end of each reporting period, the number of | ... and the information referred to in paragraphs (4) and (5):
times the committee met throughout the period and 1 in our Comorate Governance Statement OR
the individual attendances of the members at those o P b -
meetings; or O at[insert location]

(b)  ifitdoes not have a remuneration committee, disclose that | [If the entity complies with paragraph (b):]
fact and the processes it employs for setting the level and
composition of remuneration for directors and senior
executives and ensuring that such remuneration is
appropriate and not excessive.

... the fact that we do not have a remuneration committee and the
processes we employ for setting the level and composition of
remuneration for directors and senior executives and ensuring that
such remuneration is appropriate and not excessive:

in our Corporate Governance Statement OR

[ at[insert location]

8.2 A Iistgd entity shlould separately di.sclose its poIicieg andl separatgly our remunera?ion policies and practices regafding the ] an explanation why that is so in our Corporate Governance
practices regarding the remuneration of non-executive directors remuneration of non-executive directors and the remuneration of Statement OR
and the remuneration of executive directors and other senior executive directors and other senior executives: -
executives. 1 we are an externally managed entity and this recommendation

in our Corporate Governance Statement OR . .
is therefore not applicable

L0 at[insert location]

8.3 Ahlistleif entity which has an equity-based remuneration scheme ... our policy on this issue or a summary of it: (3 an explanation why that is so in our Corporate Governance
should: _ N . in our Corporate Governance Statement OR Statement OR
(@) have a policy on whether participants are permitted to n . . .
enter into transactions (whether through the use of 1 atlinsert location] we do not ha\{e ap equity-based remqneratlon scheme and this
derivatives or otherwise) which limit the economic risk of recommendation is therefore not applicable OR
participating in the scheme; and ] we are an externally managed entity and this recommendation

(b)  disclose that policy or a summary of it. is therefore not applicable
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Corporate Governance Council recommendation

period above. We have disclosed ...

We have followed the recommendation in full for the whole of the

We have NOT followed the recommendation in full for the whole
of the period above. We have disclosed ...*

ADDITIONAL DISCLOSURES APPLICABLE TO EXTERNALLY MANAGED

LISTED ENTITIES

Alternative to Recommendation 1.1 for externally managed listed
entities:

The responsible entity of an externally managed listed entity

should disclose:

(a) the arrangements between the responsible entity and the
listed entity for managing the affairs of the listed entity;

(b)  the role and responsibility of the board of the responsible
entity for overseeing those arrangements.

... the information referred to in paragraphs (a) and (b):

(1 in our Corporate Governance Statement OR

L at[insert location]

[1  an explanation why that is so in our Corporate Governance
Statement

Alternative to Recommendations 8.1, 8.2 and 8.3 for externally
managed listed entities:

An externally managed listed entity should clearly disclose the
terms governing the remuneration of the manager.

] in our Corporate Governance Statement OR

L0 at[insert location]

... the terms governing our remuneration as manager of the entity:

(]  an explanation why that is so in our Corporate Governance
Statement
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Corporate Governance

MEC Resources Ltd and its conftrolled entities

The Board of Directors of MEC Resources Limited (*MEC or “the company”) is responsible for
the corporate governance of the economic entity. The Board guides and monitors the business
and affairs of the company on behalf of the shareholders by whom they are elected and to
whom they are accountable.

To ensure that the Board is well equipped to discharge its responsibilities, it has established
guidelines and accountability as the basis for the administration of corporate governance.

CORPORATE GOVERNANCE DISCLOSURES

MEC and the Board are committed to achieving and demonstrating the highest standards of
corporate governance. The Board continues to review the framework and practices to ensure
they meet the interests of shareholders. The company and its controlled entities together are
referred to as the Group in this statement.

COMPOSITION OF THE BOARD

The composition of the Board is determined in accordance with the following principles and
guidelines:

e the Board should comprise a majority or at least 50% of the Board will comprise
independent non-executive directors;

¢ the Board should comprise at least one director with an appropriate range of qualifications
and expertise; and

¢ the Board shall meet atf regular intervals and follow meeting guidelines set down to ensure
all directors are made aware of, and have available all necessary information, to
participate in an informed discussion of all agenda items.

When a vacancy exists, through whatever cause, or where it is considered that the Board
would benefit from the service of a new director with particular skills, the Board selects a
candidate or panel of candidates with the appropriate expertise.

The Board then appoints the most suitable candidate, who must stand for election at the next
general meeting of shareholders. The company does not have a formal Nomination
Committee.

REMUNERATION AND NOMINATION COMMITTEES

The company does not have a formal Remuneration or Nomination Committees. The full Board
attends to the matters normally attended to by a Remuneration Committee and a Nomination
committee. Remuneration levels are set by the company in accordance with industry
standards to attract suitably qualified and experienced Directors and senior executives.

AUDIT COMMITTEE

The company does not have a formal Audit Committee. The full Board carries out the functions
of an Audit Committee. Due to the status of the company and the relatively straight forward
accounts of the company, the Directors believe that there presently would be no additional
benefits obtained by establishing such a committee. The Board follows the Audit Committee
Charter, a copy of which is available on request.



Corporate Governance

MEC Resources Ltd and its conftrolled entities

BOARD RESPONSIBILITIES

As the Board acts on behalf of and is accountable to the shareholders, it seeks to identify the
expectations of the shareholders, as well as other regulatory and ethical expectations and
obligations. In addition, the Board is responsible for identifying areas of significant business risk
and ensuring arrangements are in place to adequately manage those risks. The Board seeks
to discharge these responsibilities in a number of ways.

The responsibility for the operation and administration of the economic entity is delegated by
the Board to the Managing Director. The Board ensures that the Managing Director is
appropriately qualified and experienced to discharge his responsibilities, and has in place
procedures to assess the performance for the company’s officers, employees, contractors and
consultants on at least an annual basis.

The Board is responsible for ensuring that management’s objectives and activities are aligned
with the expectations and risks identified by the Board. It has a number of mechanisms in place
to ensure this is achieved, including the following:

e Board approval of a strategic plan, designed to meet shareholder needs and manage
business risk;

¢ Implementation of operating plans and budgets by management and Board monitoring
progress against budget; and

e Procedures to allow directors, in the furtherance of their duties, to seek independent
professional advice at the company’s expense.

Decisions reserved specifically for the board relate to those that have a fundamental impact
on the company such as material acquisitions of investments.

MONITORING OF THE BOARD'’S PERFORMANCE

In order to ensure that the Board continues to discharge its responsibilities in an appropriate
manner, the performance of all directors is to be reviewed annually by the chairperson.
Directors whose performance is unsatisfactory are asked to retire. While a formal review was
not undertaken in the current period informal meetings have been held and feedback has
been provided.

BEST PRACTICE RECOMMENDATION

Outlined below are the 8 Essential Corporate Governance Principles as outlined by the ASX
and the Corporate Governance Council. The company has complied with the Corporate
Governance Best Practice Recommendations except as identified below.

Action taken and reasons
if not adopted

Principle 1: Lay solid foundations for management and oversight

The relationship between the Board and senior management is critical fo the Group's long-term success.
The directors are responsible to the shareholders for the performance of the Group in both the short and
the longer ferm and seek to balance sometimes competing objectives in the best interests of the Group
as a whole. Their focus is to enhance the interests of shareholders and other key stakeholders and to

ensure the Group is properly managed.



Corporate Governance

MEC Resources Ltd and its conftrolled entities

Action taken and reasons
if not adopted

The responsibilities of the Board include:

 providing strategic guidance to the Group including contributing to the development of and
approving the corporate strategy;

e reviewing and approving business plans, and financial plans including major capital expenditure
initiatives;

- overseeing and monitoring:
» organisational performance and the achievement of the Group’s strategic goals and
objectives; and
e progress of major capital expenditures and other significant corporate projects including any
acquisitions or divestments;

* monitoring financial performance including approval of the annual and half-year financial reports;
* appointment, performance assessment and, if necessary, removal of the Managing Director;

* rafifying the appointment and/or removal and contributing to the performance assessment for the
members of the senior management team including the CFO and Company Secretary (Deborah
Ambrosini);

e ensuring there are effective management processes in place and approving major corporate
initiatives;

* enhancing and protecting the reputation of the organization; and

e overseeing the operation of the Group's system for compliance and risk management reporting to
shareholders.

Day to day management of the Group's affairs and the implementation of the corporate strategy and
policy initiatives are formally delegated by the Board to the Managing Director and senior executives.

The company has a formal process for evaluating performance of senior executives which involves a
performance and development review cycle where responsibilities and performance objectives are
defined and performance measured against these defined responsibilities and objectives and regular
feedback is provided through meetings. While a formal performance evaluation was not conducted
during the period under review, informal meetings were held with senior executives and feedback on
their performance was provided.

The company required reference checks prior to appointing a director or putting that person forward as
a candidate to ensure that person in competent and experienced.

The company provides relevant information to shareholders for their consideration about the attributes
of candidates in order to enable them to make a decision on whether or not to appoint a director.

The company enters info employment confracts with each newly appointed senior executive, setting
out in detail the tferms of their appointment and the responsibilities specifically delegated to them. The
role and responsibilities for each Director are set out in service contracts that are required to be
executed at appointment.
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Principle 2: Structure the Board to add value

The Board operates in accordance with the broad principles set out in its charter. The charter details the
Board’'s composition and responsibilities.

The Board seeks to ensure that :

e af any point in time, its membership represents an appropriate balance between directors
with experience and knowledge of the Group and directors with an external or fresh
perspective; and

e the size of the Board is conducive to effective discussion and efficient decision-making.

The board’s skills matrix indicates the mix of skills, experience and expertise that are considered
necessary at the Board level for optimal performance of the Board. The matrix reflects the Board’s
objective to have appropriate mix of industry and professional experience including skills such as
leadership, governance, strategy, finance, and international business. The board continuously monitors
its collective skills and attributes to ensure it maintains the following skills and attributes in its membership:

Skills and Attributes
Senior management positions (past and present)
Experience and knowledge of the oil and gas industry
Strategy — growth of business
Governance procedures
Other past and present executive or non-executive director roles of ASX and non ASX listed
companies

As at 30 June 2015 the board believes that its membership adequately represents the required skills as
set out in the above matrix.

New directors undertake an induction process coordinated by the company secretary and managing
director who briefs and informs the directors on all relevant aspects of the company’s operations and
background.

Directors’ independence

The Board has adopted specific principles in relation to directors’ independence. These state that when
determining independence, a director must be a non-executive and the Board should consider whether
the director:

¢ is a substantial shareholder of the company or an officer of, or otherwise associated directly with, a
substantial shareholder of the company;

e is or has been employed in an executive capacity by the company or any other Group member within
three years before commencing fo serve on the Board;

* within the last three years has been a principal of a material professional adviser or a material
consultant to the company or any other Group member, or an employee materially associated with the
service provided;

* has a material contractual relationship with the company or a controlled entity other than as a director
of the Group; and

e is free from any business or other relationship which could, or could reasonably be perceived to,
materially interfere with the director's independent exercise of their judgement.
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Materiality for these purposes is determined on both quantitative and qualitative bases. A transaction of
any amount or a relationship is deemed material if knowledge of it may impact the shareholders’
understanding of the director’s performance.

The Board assesses independence each year. To enable this process, the directors must provide all
information that may be relevant to the assessment.

Board members

Details of the board of directors is as follows:

Name Appointment Date | Length of Service | Executive Status Independence
David Breeze 20 April 2005 10 Years Executive Independent
Goh Hock 17 November 2006 | 9 Years Non- Executive Independent
KO Yap 1 December 2005 10 Years Non- Executive Independent
Deborah Ambrosini | 15 February 2010 5 Years Executive Independent

Details of the members of the Board, their experience, expertise, qualifications, term of office,
relationships affecting their independence and their independent status are set out in the directors’
report under the heading "Information on directors". At the date of signing the directors’ report, there
are two non-executive directors and two executive directors, all four of whom have no relationships
adversely affecting independence and so are deemed independent under the principles set out
above.

* Mr Breeze has business dealings with the Group as disclosed in note 23 to the financial report.

Term of office

The company’s Constitution specifies that all non-executive directors must retire from office no later than
the third annual general meeting (AGM) following their last election. Where eligible, a director may stand
for re-election, subject to the following limitations:

e on attaining the age of 72 years a director will retire, by agreement, at the next AGM and will not seek
re-election.

Chair and Managing Director

The Chair is responsible for leading the Board, ensuring directors are properly briefed in all matters
relevant to their role and responsibilities, facilitating Board discussions and managing the Board’s
relationship with the company’s senior executives. In accepting the position, the Chair has
acknowledged that it will require a significant time commitment and has confirmed that other positions
will not hinder his effective performance in the role of Chair.

The Managing Director is responsible for implementing Group strategies and policies.

Committees

The number of meetings of the company’s Board of Directors and of each Board committee held during
the year ended 30 June 2015 and the number of meetings attended by each director is disclosed on
page 9 of the annual financial report in the section directors report.

It is the company's practice to allow its executive directors to accept appointments outside the
company. No appointments of this nature were accepted during the year ended 30 June 2015.

The company is not of a size at the moment that justifies having a separate Nomination Committee.
However, maftters typically dealt with by such a committee are dealt with by the Board.

Notices of meetings for the election of directors comply with the ASX Corporate Governance Council’s
best practice recommendations.
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Principle 3: Promote ethical and responsible decision making

The company has developed a statement of values which has been fully endorsed by the Board and
applies to all directors and employees. The Statement is regularly reviewed and updated as necessary
fo ensure it reflects the highest standards of behaviour and professionalism and the practices necessary
fo maintain confidence in the Group's integrity and to take into account legal obligations and
reasonable expectations of the company's stakeholders.

The Statement requires that at all times all company personnel act with the utmost integrity, objectivity
and in compliance with the leftter and the spirit of the law and company policies.

The company'’s share trading policy is set out on the company’s website.
The purchase and sale of company securities by directors and employees is monitored by the Board.
The company’s policy regarding diversity is set out on the company’s website.

The company'’s diversity policy does not include measurable objectives as the Board believes that the

company will not be able to successfully meet these given the size and stage of development of the

company. If the company’s activities increase in size, nature and scope in the future, the suitable

measurable objectives will be agreed and put into place. The company is committed to Diversity and

Equal Opportunity within its workforce, placing particular focus on the level of gender diversity at senior

levels of the organisation. The company ensures this is achieved by :

e ensuring recruitment and selection practices enable the availability of a diverse candidate pool for
appointments at senior levels;

e development of high potential women;

e implementation of flexible working arrangements; and

e ensuring remuneration practices are free from gender bias.

Given the size of the company the Directors do not consider it appropriate to set and include
measurable objectives in relation to diversity within the annual report. Notwithstanding this, the company
strives to provide the best possible opportunities for current and prospective employees of all
backgrounds in such a manner that best adds to overall shareholder value and which reflects the values,
principles and spirit of the Company’s Diversity Policy.

At conclusion of the reporting year, one of MEC's four directors is female.
Principle 4: Safeguard integrity in financial reporting

Adopted except as follows:-

The company does not have a separate Audit Committee. The full Board carries out the functions of an
Audit Committee. The Board has the authority, within the scope of its responsibilities, to seek any
information it requires from any employee or external party.

Due to the status of the company and the relatively straight forward accounts of the company, the
Directors at the moment can see no additional benefits to be obtained by establishing such a
committee.

The Board follows the Audit Committee Charter, a copy of which is available on request.

The company is not of a size at the moment that justifies having an internal audit division.
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External auditors

The Board’s policy is to appoint external auditors who clearly demonstrate quality and independence.
The performance of the external auditor is reviewed annually and applications for tender of external
audit services are requested as deemed appropriate, taking into consideration assessment of
performance, existing value and tender costs. Nexia was appointed as the external auditor in 2012. It is
the Corporation Act's policy to rotate audit engagement partners on listed companies at least every
five years. A partner should not be re-assigned to a listed entity audit engagement if this equates to the
partner serving in this role for more than 5 out of 7 successive years.

An analysis of fees paid to the external auditors, including a break-down of fees for non-audit services,
is provided in the directors’ report and in note 4 to the financial statements. The external auditors provide
an annual declaration of their independence to the Board.

The external auditor will attend the annual general meeting and be available to answer shareholder
questions about the conduct of the audit and the preparation and content of the auditf report.

Principle 5&6: Make timely and balanced disclosures and respect the rights of shareholders
Continuous disclosure and shareholder communication

The company has policies and procedures on information disclosure that focus on continuous disclosure
of any information concerning the Group that a reasonable person would expect to have a

material effect on the price of the company’s securities. These policies and procedures also include the
arrangements the company has in place to promote communication with shareholders and encourage
effective participation at general meetings.

The company will holds its AGM before 30 November 2015 and the chairman and company secretary
will engage with shareholders in advance of the AGM, as appropriate. The board encourages full
participation of shareholders at the AGM to ensure a high level of accountability and identification with
the company’s strategy and goals. Shareholders who are unable to attend the AGM are encouraged
to vote on the proposed motions by appointing a proxy via the proxy form accompanying the Notice
of Meeting. The company will publish the results of the meeting to the ASX on its website following the
conclusion of the AGM.

The company recognises the importance of its relationships with investors and analysts. The managing
director is primary contact for communicating with the investment community.

The Company Secretary has been nominated as the person responsible for communications with the
ASX. This role includes responsibility for ensuring compliance with the continuous disclosure requirements
in the ASX Listing Rules and overseeing and co-ordinating information disclosure to the ASX, analysts,
brokers, shareholders, the media and the public.

All information disclosed to the ASX is posted on the company’s website as soon as it is disclosed to the
ASX. When analysts are briefed on aspects of the Group's operations, the material used in the
presentation is released to the ASX and posted on the company's web site. Procedures have also been
established for reviewing whether any price sensitive information has been inadvertently disclosed and,
if so, this information is also immediately released to the market.

All shareholders receive a copy of the company’s annual (full or concise) and half-yearly reports. In
addition, the company seeks to provide opportunities for shareholders to participate through electronic
means. Recent initiatives to facilitate this include making all company announcements, media briefings,
details of company meetings, and financial reports available on the company’s website.
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Principle 7: Recognise and manage risk

The Board and senior executives are responsible for ensuring there are adequate policies in relation to
risk management, compliance and internal confrol systems. In summary, the company policies are
designed to ensure strategic, operational, legal, reputational and financial risks are identified, assessed,
effectively and efficiently managed and monitored to enable achievement of the Group's business
objectives.

Considerable importance is placed on maintaining a strong control environment. There is an
organisation structure with clearly drawn lines of accountability and delegation of authority. The Board
actively promotes a culture of quality and integrity.

The responsibility for the operation and administration of the economic entity is delegated by the Board
to the Managing Director. The Board ensures that the Managing Director is appropriately qualified and
experienced fo discharge his responsibilities, and has in place procedures to assess the performance for
the company’s officers, employees, confractors and consultants. The Board receives monthly updates
as to the effectiveness of the company's management of material risks that may impede meeting
business objectives.

The Board is responsible for ensuring that management’s objectives and activities are aligned with the
expectations and risks identified by the Board. It has a number of mechanisms in place to ensure this is
achieved, including the following:

e Board approval of a strategic plan, designed to meet shareholder needs and manage business risk;

¢ Implementation of operating plans and budgets by management and Board monitoring progress
against budgeft; and

e Procedures to allow directors, in the furtherance of their duties, to seek independent professional
advice at the company’s expense.

Control procedures cover management accounting, financial reporting, project appraisal, IT security,
compliance and other risk management issues. The Managing Director is required to ensure that
appropriate controls are in place to effectively manage the identified risks. This is monitored by the Board
on a monthly basis.

The environment

Information on compliance with significant environmental regulations is set out in the directors’ report of
the annual financial report.

Corporate reporting
The Managing Director and CFO have made the following certfifications to the Board:

e that the company'’s financial reports are complete and present a true and fair view, in all
material respects, of the financial condition and operational results of the company and Group
and are in accordance with relevant accounting standards; and

e that the above statement is founded on a sound system of risk management and internal
compliance and control which implements the policies adopted by the Board and that the
company’s risk management and internal compliance and control is operating efficiently and
effectively in all material respects in relation to financial reporting risks.
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Principle 8: Remunerate fairly and responsibly

The company is not of a size at the moment that justifies having a separate Remuneration Committee.
However, matters typically dealt with by such a committee are dealt with by the Board.

The Board makes specific recommendations on remunerafion packages and other terms of
employment for executive directors, other senior executives and non-executive directors. The board also
reviews gender pay equity on an annual basis to ensure equality.

The company’s policy is to remunerate non-executive directors at a fixed fee and it is not linked to
individual performance.

Each member of the senior executive team signs a formal employment contract at the fime of their
appointment covering a range of matters including their duties, rights, responsibilities and any
entitlements on tfermination. The standard confract refers to a specific formal job descripfion.

Further information on directors’ and executives’ remuneration, including principles used to determine
remuneration, is set out in the annual financial report in the section directors’ report under the heading
"Remuneration report". In accordance with Group policy, participants in equity-based remuneration
plans are not permitted to enter into any transactions that would limit the economic risk of options or
other unvested entitlements.

The Board with the Managing Director also assumes responsibility for overseeing management
succession planning, including the implementation of appropriate executive development programmes
and ensuring adequate arrangements are in place, so that appropriate candidates are recruited for
later promotion to senior positions.




