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DIRECTORS’ REPORT

The Directors submit their report on South Pacific Resources Ltd (formerly Coral Sea Petroleum Ltd) (the “Company” or
“SPR”) and its controlled entities (the “Group”) for the year ended 30 June 2015.

1. DIRECTORS

The names and details of the Company’s Directors in office during the financial year and until the date of this report are as
follows:

Name Length of Service
Domenic Martino 3 years
Joseph Goldberg 3 years
Alvin Tan 15 years
Julian Sandt’ 12 years

' Resigned on 29 April 2015

Domenic Martino - Managing Director
Mr Martino is a Chartered Accountant and an experienced director of ASX listed companies. Previously CEO of Deloitte
Touch Tohmatsu in Australia, he has significant experience in the development of "micro-cap" companies.

Mr Martino is a key player in the re-birth of a broad grouping of ASX companies including Cokal Limited, Pan Asia
Corporation Limited, Clean Global Energy Limited (renamed Citation Resources Ltd) and NuEnergy Capital Limited. He
has a strong reputation in China, with a lengthy track record of operating in Papua New Guinea (PNG) and Indonesia,
where he has successfully closed key energy and resources deals with key local players. He has a proven track record
in capital raisings across a range of markets.

Mr Martino was a recipient of the Centenary Medal 2003 for his service to Australian society through business and the
arts.

During the past three years Mr Martino held the following directorships in other ASX listed companies:

Australasian Resources Ltd (27 November 2003-Current), Citation Resources Ltd (9 October 2009-13 December 2012),
Cokal Ltd (24 December 2010-Current), ORH Limited (6 May 2009-Current), Pan Asia Corporation Ltd (24 December
2010-Current) and Synergy Plus Limited (7 July 2006-Current).

Joseph (Yosse) Goldberg — Non-Executive Director

In the early 1960s Mr Goldberg joined Denis Silver and formed Silver Goldberg and Associates. The practice grew and
became a leading architectural office, based in Perth and expanding its activities throughout Australia, Asia and Iran.
The practice is operating today, after almost 60 years, under the name Silver, Hanley Thomas.

In mid 1970s Mr Goldberg became a property developer and designed, built, owned and operated, either on his own or
in partnership, four medium-sized suburban shopping centres, apartments, a modern pig farm, 6PR radio station,
managed land subdivisions and established a horse racing and breeding farm (Jane Brook Stud and Shamrock Park)
providing agistment/training for 250-300 horses.

In later years he lived in the UK, Spain, USA and Canada where he helped Australian companies in establishing
operations in those countries.

On his return to Australia he became a consultant and major shareholder in a number of companies and helped
companies create a foothold in countries such as PNG, Indonesia, Cameroon, South Africa and Turkey. Mr Goldberg
has also consulted to Sydney Gas Limited, Blue Energy Limited, Kimberley Diamond Company NL, Sundance
Resources Limited, CuDeco Limited, Gindalbie Metals Ltd about resource projects such as iron ore, oil

and gas bed methane and copper. Recently Mr Goldberg has been engaged in establishing a major thermal, cooking oil
and gas project in Indonesia requiring major infrastructure and financing.

During the past three years Mr Goldberg has held no other directorships in ASX listed companies.
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DIRECTORS’ REPORT (CONTINUED)

Alvin Tan - Non-Executive Director

Alvin Tan has over 16 years corporate experience in Australia and Asia, including mergers, acquisitions, capital raisings
and listings (on ASX, the Alternative Investments Market (AIM) of the London Stock Exchange, Kuala Lumpur Stock
Exchange (KLSE) and the German Stock Exchange). Mr Tan studied at the University of Western Australia, gaining a
Bachelor of Commerce with honours, and subsequently was employed by KPMG in Kuala Lumpur from 1993-1995 as a
financial consultant.

Returning to Australia, Mr Tan worked with the stockbroking firm of DJ Carmichael before pursuing other business
interests. He was a founding director of various companies which are now listed on ASX.

Mr Tan currently serves on the board of ASX listed Advanced Share Registries Ltd and BKM Management Ltd. He also
has interests in companies in exploration, property development, plantation and investment holdings.

During the past three years Mr Tan held the following directorships in other ASX listed companies:
Non- Executive Director of Advanced Share Registry Ltd (11 September 2007-Current) and BKM Management Limited
(5 February 2002-Current).

Julian Sandt - Non-Executive Director (resigned 29 April 2015)

Mr Sandt was a director of CSP since 2003. From 2004-2005, as Senior Partner with Aegis Private Capital Pte Ltd in
Singapore, Mr Sandt raised and managed a Private Equity Fund investing in Asian Pre-IPO companies, outperforming
applicable benchmarks. From 2000-2003, he was the Managing Partner of TFG Capital (Asia) Pte Ltd in Singapore, the
Asian arm of a public-listed German Private Equity firm, and led various investee companies to IPOs or trade sales.
From 1993-2000, Mr Sandt held various positions with Commerzbank AG in Frankfurt, Paris and Singapore, his last
position being Manager, Capital Markets and Syndications.

Mr Sandt holds a German MBA from Koblenz Business School (“WHU Koblenz”). During the past three years Mr Sandt
has held no other directorships in ASX listed companies.

2. COMPANY SECRETARY

Louisa Martino - Company Secretary
Ms Martino provides company secretarial and accounting services through Transaction Services Pty Ltd. Prior to this
she was the Chief Financial Officer of a private company during its stage of seeking investor financing.

Ms Martino previously worked for a corporate finance company, assisting with company compliance (ASIC and ASX)
and capital raisings. She also has experience working for a government organisation in its Business Development
division where she performed reviews of business opportunities and prepared business case documents seeking
Government funding.

Ms Martino previously worked for a major accounting firm in Perth, London and Sydney where she provided corporate
advisory services, predominantly on IPOs and mergers and acquisitions and also performed due diligence reviews. She
has a Bachelor of Commerce from the University of Western Australia, is a member of the Institute of Chartered
Accountants in Australia and a member of the Financial Services Institute of Australasia (FINSIA).
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3. DIRECTORS’ SHAREHOLDINGS

The following table sets out each current Director’s relevant interest in shares of the Company or a related body corporate
as at the date of this report.

Fully Paid
Ordinary Shares

Mr Martino 11,250,000
Mr Goldberg 11,250,000
Mr Tan 423,190
4, DIVIDENDS

No dividend has been paid during the financial year and no dividend is recommended for the current year.

5. DIRECTORS’ MEETINGS

The number of Directors’ meetings either attended in person or by telephone during the financial year and the number of
meetings attended by each Director during the financial year are:

No. Eligible No.
to Attend Attended
Mr Martino 2 2
Mr Goldberg 2 2
Mr Tan 2 2
Mr Sandt’ 2 1

" Number until resignation on 29 April 2015

For details of the function of the Board, Audit Committee and Remuneration Committee, please refer to Corporate
Governance Statement.

6. PRINCIPAL ACTIVITIES

The principal activities of the Group during the year were oil and gas exploration.

7. REVIEW OF OPERATIONS

The operating loss after income tax of the Group for the year ended 30 June 2015 was $1,566,672 (30 June 2014: loss
$3,298,274). The loss for the year ended 30 June 2015 includes an impairment provision for exploration expenditure of
$688,766 (30 June 2014: $2,209,336). This provision has been raised as a result of the uncertainty surrounding the
veracity of the exploration licences held by the Company’s 100% owned subsidiary, Coral Sea Petroleum (PNG) Limited
(“CSP (PNG)”) and their commitments. Once confirmation has been received from the PNG Department of Petroleum
and Energy as to the standing of the licences, directors may consider reversing the provision, thereby re-instating the
exploration expenditure as an asset on the statement of financial position. CSP (PNG) has also commenced the process
of identifying third parties for potential joint venture or farm-in arrangements.

At a General Meeting held in February 2015, shareholders approved a resolution to change the Company’s name from
Coral Sea Petroleum Limited to South Pacific Resources Limited.
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The Group is seeking to build a successful, sustainable, oil and gas entity, with a regional focus. The Group aims to be
a significant oil and gas business in Papua New Guinea and plans to achieve this through the pursuit, exploration and
development of the prospecting licences, while continuing to identify and target new projects via proven relationships
and networks in Papua New Guinea.

The Group operates, and currently holds a 100% working interest, in five Petroleum Prospecting Licenses in PNG
(‘PPL’). These cover an area of 11,972km? in both onshore and offshore settings (Figure 1). Four of the licenses (PPL
356, 357, 366 & 367) are in the Papuan Basin close to existing oil and gas fields and the associated production
infrastructure. The fifth (PPL 358) is in the underexplored offshore frontier Cape Vogel Basin where natural oil and gas
seepages have been reported.

Figure 1 Location of the five PPLs (on Google Earth image)
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To date South Pacific Resources Ltd has built and interpreted an extensive technical database and now has a solid basis
for future exploration activities. More recently, South Pacific Resources Ltd has focussed on its strategic and financial
direction. The Company has commenced the process of identifying third parties for potential joint venture or farm-in
arrangements.

New Opportunities

New opportunities will be sought principally within Papua New Guinea. Target opportunities will include exploration for
hydrocarbons as well as participation in developing selected high quality discovered oil and gas assets. These can
provide value for shareholders and offer an exciting blend of projects consistent with the clear metrics embodied in the
Company’s mission statement.

8. SIGNIFICANT CHANGES IN STATE OF AFFAIRS

There have been no other significant changes in the Group’s state of affairs during the year ended 30 June 2015.
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9. MATERIAL AND AFTER BALANCE SHEET DATE EVENTS

There are no significant events after balance date likely, in the opinion of the Directors of the Group, to affect
significantly the operations of the Group, the results of those operations, or the state of affairs of the Group in future
financial years except as follows:

The Company has announced a placement for $200,000, comprising of 4,000,000 shares issued at $0.05 per share with
a free option for every two shares (2,000,000 options). The options will be unlisted and have an exercise price of $0.05
and an expiry date three years from the date of issue. The Company will issue a further 2,000,000 options, exercisable
at $0.05 and with an expiry date three years from issue, as a placement fee.

10. FUTURE DEVELOPMENTS, PROSPECTS AND BUSINESS STRATEGIES

The Group will continue to pursue its mission to be a significant oil and gas entity in Papua New Guinea and to grow
shareholder value by exploring for, developing and producing oil and gas principally in PNG.

The Group has identified, evaluated and ranked a portfolio of possible new hydrocarbon projects in PNG and has
proactively positioned itself to secure any of them should they eventuate. These projects can fulfil some near and long
term growth objectives. Details of any such new initiatives will be released to the market in due course if any are
secured.

In a relatively short time the Group has developed excellent relationships with the relevant Government Agencies and
with a number of established players in the PNG petroleum industry. Such relations offer the possibility for undertaking
joint studies, initiatives and operations where appropriate and for sharing knowledge, experience and costs.

11. ENVIRONMENTAL ISSUES
The Group is not subject to any significant environmental regulations under either Commonwealth or State legislation.
The Board is not aware of any breach of environmental requirements as they apply to the Group.
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12. REMUNERATION REPORT (Audited)

The information provided in this remuneration report has been audited as required by section 308(3C) of the
Corporations Act 2001. There were no company executives and other key management personnel who were not also
Directors of the Company for the financial year.

The remuneration report is set out under the following main headings:

Remuneration Philosophy

Remuneration Structure

Remuneration Approvals

Remuneration and Performance

Details of Directors’ Remuneration

Compensation Options Granted, Exercised or Lapsed During the Financial Year

Share-based Compensation

I @G m m o O W >

Equity Instruments Issued on Exercise of Remuneration Options

The remuneration arrangements detailed in this report are for Chairman (this position is currently vacant), Managing
Director and Non-Executive Directors during the financial year as follows:

Domenic Martino Managing Director

Alvin Tan Non-Executive Director
Joseph Goldberg Non-Executive Director
Julian Sandt Non-Executive Director
Chris Haiveta ° Non- Executive Chairman

' Resigned on 29 April 2015
?Resigned on 14 February 2014

The previous remuneration report was considered at the Company’s last Annual General Meeting held on 24 November
2014. There were no comments on the previous remuneration report that were discussed at the 2014 Annual General
Meeting and shareholders approved the remuneration report.

A Remuneration Philosophy

Key management personnel have authority and responsibility for planning, directing and controlling the activities of the
Group. Key management personnel comprise the Directors of the Company. The performance of the Group depends
upon the quality of its key management personnel. To prosper the Group must attract, motivate and retain appropriately
skilled directors and executives.

The Group’s broad remuneration policy is to ensure the remuneration package properly reflects the person’s duties and
responsibilities and that remuneration is competitive in attracting, retaining and motivating people of the highest quality.
The Group does not have an employee share option scheme and no remuneration options or shares have been issued
to Directors.

A remuneration consultant has not been employed by the Group to provide recommendations in respect of the
remuneration, given the size of the Group and its current structure.
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B Remuneration Structure

There are no formal agreements with Directors. Directors are paid on a month to month basis. All Directors are paid via
their director-related entity, with the exception of Mr Martino who is paid directly and whose remuneration includes
superannuation.

Executive Director

Mr Martino’s employment with the Company is on a month to month basis at $120,000 plus superannuation for the
financial year (2014: $120,000).

Non-Executive Directors

Mr Goldberg, Non-Executive Director, accrues on a month to month basis at $120,000 for the financial year
(2014: $120,000).

Mr Tan, Non-Executive Director, accrues on a month to month basis at $36,000 for the financial year (2014: $36,000).

Mr Sandt, Non-Executive Director, accrued until his resignation on 29 April 2015, on a month to month basis at $30,000
for the financial year (2014: $36,000).

Mr Haiveta, accrued until his resignation on 14 February 2014, on a month to month basis at $Nil for the financial year
(2014: $60,000).

No other agreements with key management personnel or their controlled entities during the financial year have been
entered into.

The Group currently does not offer any variable remuneration incentive plans or bonus schemes to Executive Directors
or any retirement benefits and, as such, there are no performance related links to the existing remuneration policies.

The following table shows the gross revenue, profit/(losses), share prices and dividends of the Company at the end of
the respective financial years.

30 June 2011 30 June 2012 30 June 2013 30 June 2014 30 June 2015
Company Company Consolidated Consolidated Consolidated
Revenue ($) 167,011 44,765 28,511 34,570 13,965
Net loss ($) (279,855) (796,055) (1,210,035) (3,298,274) (1,566,672)
Share price (cents) 4.2 N/A 17.0 7.0 5.6
Dividend ($) Nil Nil Nil Nil Nil
Return of capital Nil Nil Nil Nil Nil

! The Company was suspended from trading as at 30 June 2012, awaiting re-listing as an oil and gas entity. At this time the Company consolidated
its share capital on the basis 1 share for every 4 shares held.

DIRECTORS’ REPORT (CONTINUED)

C Remuneration Approvals

Remuneration of Executive Directors is based on fees approved by the Board of Directors and is set at levels to reflect
market conditions and encourage the continued services of the Directors.

Non-Executive Directors receive fees which are determined by the Board within the aggregate limit set by the
shareholders at a General Meeting. The current limit is $500,000 per annum as resolved at the 2012 Annual General
Meeting.
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D Remuneration and Performance

Director remuneration is currently not linked to either long term or short term performance conditions. The Board feels
that the shares currently on issue to the Directors are a sufficient, long term incentive to align the goals of the Directors
with those of the shareholders to maximise shareholder wealth, and as such, has not set any performance conditions for
the Directors of the Company. The Board will continue to monitor this policy to ensure that it is appropriate for the Group

in future years.

E Details of Directors’ Remuneration
Trtfatal
erform-
Short-Term Post employment I;::rg' ?)2:::!- TOTAL pr:Ir:t::d
payments
o g, O | S Rettonen  Temnaten | neenie | o
$ $ $ $ $ $ $ $ $ $ %
Directors
Mr Martino 120,000 - - - 11,400 - - - - 131,400 -
Mr Goldberg 120,000 - - - - - - - - 120,000 -
Mr Tan 36,000 - - - - - - - - 36,000 -
Mr Sandt ' 30,000 - - - - - - - . 30,000 -
Sub-total 306,000 - - - 11,400 - - - - 317,400 -
Other key
management
personal
None - - - - - - - - - - -
Sub-total - - - 3 - 3 3 3 3 - -
Total 306,000 - - - 11,400 - - - - 317,400 -

' Mr Sandt resigned on 29 April 2015

* All directors’ fees were paid to the Directors’ entity, with the exception of Mr Martino.
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Total
Share- perform-
Short-Term Post employment I;::'rg' based TOTAL ance
payments related
Cash Other Super- . Termination .
2014 ?alar*y bonus Non- annuatio Retlrement benefits Incentive Options
ees monetary n benefits plans
$ $ $ $ $ $ $ $ $ %
Directors
Mr Martino 120,000 - - - 11,100 - - - 131,100 -
Mr Goldberg 120,000 - - - - - - - 120,000 -
Mr Sandt 36,000 - - - - - - - 36,000 -
Mr Tan 36,000 - - - - - - - 36,000 -
Mr Haiveta1 60,000 - - - - - - - 60,000 -
Sub-total 372,000 - - - 11,100 - - - 383,100 -
Other key
management
personal
None - - - - - - - - - -
Sub-total - - - 3 - 3 3 3 - -
Total 372,000 - - - 11,100 - - - 383,100 -
' Mr Haiveta resigned on 14 February 2014
F. Compensation Options Granted, Exercised or Lapsed During the Financial Year
There were no options issued to Directors as part of their remuneration in the past 12 months. There were no

compensation options that were exercised or lapsed during the year.

Details of compensation options held directly, indirectly or beneficially by key management personnel and their

associated entities during the year ended 30 June 2015 are as follows:

Granted Total Vested
Company Directors Opening as Options Net Change Closing |and Exercisable| Unvested as
and associated entities Balance Remuneration| Acquired Other' Balance | as at Year End | at Year End
$ $ $ $ $ $ $
Mr Martino 2015 - - - - - - -
2014 - - - - - - -
Mr Goldberg 2015 - - - - - - -
2014 - - - - - - -
Mr Tan 2015 - - - - - - -
2014 437,500 R - (437,500) - - R
Mr Sandt’ 2015 - - - - - - -
2014 250,000 R - (250,000) - - R

! During the 2014 financial year, the options issued lapsed.
2Mr Sandt resigned on 29 April 2015.

10
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G Share-based Compensation

The Company may reward Directors for their performance and align their remuneration with the creation of shareholder
wealth by issuing share options and or shares. Share-based compensation is at the discretion of the Board and no
individual has a contractual right to participate in any share-based plan or to receive any guaranteed benefits. No share
based compensation has occurred in 2015 or 2014.

(i) Options

There were no options granted to Directors during the financial year, nor were shares issued upon exercise of options.
As at the date of this report no options have been exercised.

(i) Shares

During the financial year, no shares were issued to Directors.

(i) Link to Performance

The Company does not offer any variable remuneration incentive plans or bonus schemes to Executive Directors or any
retirement benefits and, as such, there are no performance related links to the existing remuneration policies.

H Equity Instruments Issued on Exercise of Remuneration Options

No shares were issued during the financial year to Directors or key management as a result of exercising remuneration
options.

There are currently no contractual arrangements with directors, they are engaged on a month to month basis.
END OF REMUNERATION REPORT

13. OPTIONS

At the commencement of the financial year, the Company had on issue 3,000,000 options with an exercise price of
$0.20 and expiry date of 20 August 2015. These options have not been exercised and lapsed post year end.

During the 2015 financial year, the Company issued 13,674,357 options as part of its $$956,000 capital raising. These
options have an exercise price of $0.20 and various expiry dates as follows:

Expiry Date Number of Options
25 February 2016 5,383,332
19 July 2016 1,333,333
19 August 2016 4,500,000
21 November 2016 2,307,692
25 November 2016 150,000

On 20 February 2015, the Company issued 7,500,000 options to consultants in PNG. These options have an exercise
price of $0.075 and an expiry date of 19 February 2018.

The Company has held General Meetings that propose a fully underwritten option placement of 30 million options
issued at $0.05 each, exercisable 18 months from the date of issue and with an exercise price of $0.20 per option to
raise $1.5 million in working capital. Should the option placement complete, the underwriter will receive 1 million
options, with an exercise price of $0.20 and an expiry date 18 months from the date of issue for a nil issue price.

11
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14. PROCEEDINGS ON BEHALF OF THE COMPANY

No person has applied to the Court under section 237 of the Corporations Act 2001 for leave to bring proceedings on
behalf of the Company or its controlled entities, or to intervene in any proceedings to which the Company or its
controlled entities are a party, for the purposes of taking responsibility on behalf of the Company or its controlled entities
for all or part of those proceedings.

15. INDEMNIFYING OFFICERS

During the financial year, the Company paid a premium in respect of a contract insuring all its Directors and current and
former executive officers against a liability incurred as such a director or executive officer to the extent permitted by the
Corporations Act 2001. The contract of insurance prohibits disclosure of the nature of the liability and the amount of the
premium.

The Group has not otherwise, during or since the financial year, indemnified or agreed to indemnify an officer or auditor
of the Group against a liability incurred as such an officer or auditor.

16. NON-AUDIT SERVICES

The Board of Directors, at the date of this report, is satisfied that the provision of non-audit services during the 30 June
2015 financial year was compatible with the general standard of independence for auditors imposed by the Corporations
Act 2001. The Directors are satisfied that the services disclosed below did not compromise the external auditor's
independence for the following reasons:

* All non-audit services are reviewed by the Board prior to commencement to ensure they do not adversely affect
the integrity and objectivity of the auditor; and

* The nature of the services does not compromise the general principles relating to auditors independence as set
out in APES 110 Code of Ethics for Professional Accountants.

Details of the amounts paid or payable to the auditor for audit and non-audit services provided during the year are set
out below:

Audit services

Pitcher Partners Corporate & Audit (WA) Pty Ltd $32,800
Non-audit services - Taxation
Pitcher Partners (WA) Pty Ltd $7,200

12
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17. AUDITOR’S INDEPENDENCE DECLARATION

The auditor’s independence declaration for the year ended 30 June 2015 has been received and can be found on page
55.

Signed in accordance with a resolution of the Board of Directors

Domenic Martino
Director

Date: 30" day of September 2015

13
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CORPORATE GOVERNANCE STATEMENT

The Board of Directors of South Pacific Resources Ltd (the “Company” or “SPR”) is responsible for the corporate
governance of the Company, having regard to the ASX Corporate Governance Council’s Corporate Governance
Principles and Recommendations (3™ edition). The Board guides and monitors the business and affairs of SPR on
behalf of the shareholders by whom they are elected and to whom they are accountable.

The Corporate Governance Council’s principles are summarised as follows:

Principle 1 Lay solid foundations for management and oversight
Principle 2 Structure the board to add value

Principle 3 Act ethically and responsibly

Principle 4 Safeguard integrity in corporate reporting

Principle 5 Make timely and balanced disclosure
Principle 6 Respect the rights of security holders
Principle 7 Recognise and manage risk
Principle 8 Remunerate fairly and responsibly

This statement outlines the main corporate governance practices in place during the year ended 30 June 2015, which
comply with the ASX Corporate Governance Council recommendations, except where noted.

This Corporate Governance Statement is current as at 30 September 2015 and has been adopted by the Board.

To ensure that the Board is well equipped to discharge its responsibilities, it has established guidelines for the
nomination and selection of directors and for the operation of the Board.

COMPOSITION OF THE BOARD

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

the Board should comprise a minimum of three directors, with a majority of non-executive directors;

the Chairman should be a non-executive director;

the Board should comprise directors with an appropriate range of qualifications and expertise; and

the Board shall meet at 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.

BOARD SKILLS MATRIX

The Board uses a skills matrix to guide its assessment of the skills and experience of current Directors, and those skills
that the Board considers will complement the effective functioning of the Board. Current Directors posses a range of
rofessional skills summarised in the following table:

Corporate governance and compliance 66%
Strategy / business analysis 100%
Mining / exploration industry experience 100%
Geographic experience - Asia Pacific 100%
Financially knowledgeable 66%
M&A experience / equity / capital markets 100%
Risk management skills / experience 66%
Other for profit directorship experience 66%

14
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CORPORATE GOVERNANCE STATEMENT (continued)

REMUNERATION COMMITTEE

Given the current size of the Company and size and composition of the Board, the Board believes that no efficiencies or
other benefits would be gained by establishing a separate remuneration committee. All decisions regarding
remuneration of Directors, executives and key employees are made by the full Board. As the Board has not established
a separate remuneration committee, it does not have a remuneration committee charter. The Company has a standing
agenda item at each Board meeting to deal with any remuneration related matters that would normally be carried out by
a remuneration committee.

The Board will periodically review the Company’s circumstances and a remuneration committee will be discussed and
formed if deemed necessary by the Directors, should the Company experience a change in structure and Board
membership. The Company recognises that formal and transparent remuneration and nomination policies assist in
promoting understanding and confidence in remuneration and nomination decisions.

The Company has established a remuneration policy that states:

* non executive Directors are to receive fees which are determined by the Board within the aggregate limit set by
the shareholders at a general meeting; and

e executive Directors’ remuneration is determined by the Board with reference to current market rates and
remuneration paid to executives in comparable listed companies determined by the size and nature of
operations.

Remuneration levels are set by the Board in accordance with industry standards to attract suitable qualified and
experienced directors and senior management.

AUDIT COMMITTEE

The Board is of the view that given the current size of the Company and the size and composition of the board, that
there would be no efficiencies or other benefits gained by having a separate audit committee. However, the issues
relevant to the integrity of the Company’s financial reporting typically dealt with by such a committee are dealt with by
the full Board. The Company has as a standing agenda item at each Board meeting to deal with any audit related
matters that would normally be carried out by an audit committee.

The Company will assess the need to form an audit committee on a regular basis.
As the Board has not established an audit committee, it does not have a formal audit committee charter.

The Company has appointed external auditors who have clearly demonstrated quality and independence. The
performance of the external auditors 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.

BOARD AND SENIOR EXECUTIVE 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 Company has a board charter that discloses the specific responsibilities of the Board, and those delegated to senior
executives. The responsibility for the operation and administration of the Company 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,
contractors and consultants. Senior executives are responsible for reporting all matters which fall within the Company’s
materiality thresholds at first instance to the Managing Director or, if the matter concerns the Managing Director, directly
to the Chairman. If there is no Chairman in place, the matter is to be reported to the independent directors.

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:

* 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.
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MONITORING OF BOARD AND SENIOR EXECUTIVE PERFORMANCE

In order to ensure that the Board continues to discharge its responsibilities in an appropriate manner, the performance
of the Board and all individual directors is to be reviewed annually by the Chairman or independent directors. Directors
whose performance is unsatisfactory are asked to retire.

CODE OF CONDUCT

A formal code of conduct for the Company applies to all directors and employees. The code aims to encourage the
appropriate standards of conduct and behaviour of the directors, employees and contractors of the Company. All
personnel are expected to act with integrity and objectivity, striving at all times to enhance the reputation and
performance of the Company.

The directors, managers and employees are expected to act with the utmost integrity and objectivity, observe the
highest standards of behaviour and business ethics and strive at all times to enhance the good reputation and
performance of the Group by acting in the best interests of the Group, being responsible and accountable for their
actions and observing the ethical principles of fairness, honesty and truthfulness, including disclosure of potential
conflicts.

The Group has developed an extensive code of conduct which is encapsulated in the corporate governance policies and
the Company’s terms and conditions of employment. Conduct guidelines apply to all employees which address the
values and vision of the Company, business ethics and protocol, policies and procedures, employee entitlements,
responsibilities and expectations of both the Group and employees and compliance with relevant legal, shareholder and
stakeholder obligations.

All employees have position descriptions that reinforce their duties, rights and responsibilities and all are required to
participate in performance reviews to ensure the Group expectation is aligned with employee goals and key
performance indicators. Actual performance is reviewed annually and, if necessary, more frequently. The Company
encourages regular feedback, review and continuous improvement so as to maintain and enhance the desired corporate
culture and standard of ethical behaviour.

SHAREHOLDER COMMUNICATION POLICY

The Board encourages shareholder communication and ensures that shareholders are kept up to date with the
Company’s activities.

The Company has established procedures to provide shareholders with important information in a timely manner via
electronic communication. All information, including financial information, disclosed to the ASX is posted to the
Company’s website as soon as practicable after release to the market. A copy of the Company’s annual report is issued
to shareholders who have requested one and is posted on the Company’s website as soon as practicable after
disclosure to the ASX has been made and confirmation of receipt has been received.
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BEST PRACTICE RECOMMENDATION

Outlined below are the 8 Principles of Good Corporate Governance and Best Practice Recommendations as outlined by

the ASX Corporate Governance Council (3rOI edition).

Best Practice Recommendation

Action Taken

Principle 1: Lay solid foundation for management and oversight
1.1 Alisted entity should disclose:

(a) The respective roles and responsibilities of its board and
management; and

(b) Those matters expressly reserved to the board and those
delegated to management

1.2 A listed entity should:

(a) Undertake appropriate checks before appointing a person, or
putting forward to security holders a candidate for election, as a
director; and

(b) Provide security holders with all material information in its
possession relevant to a decision on whether or not to elect or
re-elect a director.

1.3 A listed entity should have a written agreement with each
director and senior executive setting out the terms of their
employment.

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

1.5 A listed entity should:

(a) have a diversity policy which includes requirements for the board
or a relevant committee of the board to set measurable
objectives for achieving gender diversity and to assess annually
both the objectives and the entity’s progress in achieving them;

(b) disclose that policy or a summary of it; and

(c) disclose as at the end of each reporting period the measurable
objectives for achieving gender diversity set by the board or a
relevant committee of the board in accordance with the entity’s
diversity policy and its progress towards achieving them and
either:

(1) the respective proportions of men and women on the
board, in senior executive positions and across the whole

organisation (including how the entity has defined “senior
executive” for these purposes); or

(2) if the entity is a “relevant employer” under the Workplace
Gender Equality Act, the entity’s most recent “Gender Equality
Indicators”, as defined in and published under that Act.

1.6 A listed entity should:

(a) have and disclose a process for periodically evaluating the
performance of the board, its committees and individual
directors; and

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

The Company’s corporate governance policies include a board charter
that discloses the specific responsibilities of the Board, and those
delegated to senior executives. The responsibility for the operations
and administration of the Company is delegated by the Board to the
Managing Director. Refer page 15, Board and Senior Executive
Responsibilities.

The Board identifies potential candidates and may take advice from an
external consultant. Potential new directors are subject to appropriate
and prudent background and screening checks prior to appointment.
Board candidates must stand for election at the next general meeting
of shareholders following such appointment, where information is set
out to shareholders including; biographical details, other material
directorships, any material adverse information revealed by checks
and details of interest, position, association or relationship that might
have influence.

The Company does not adhere to letters of appointment for directors.
Their service is on a month to month basis. The performance of all
senior executives is reviewed annually by the Chairman or
independent directors which includes measuring actual performance
against planned performance. There were no senior executives
employed by the Company during the year.

The Company Secretary reports directly to the Board and supports the
Board by advising on governance matters, monitoring implementation
of policy and procedures, co-ordinating and timely despatch of Board
papers and ensuring minutes accurately capture the business
conducted at Board meetings.

The Company continues to strive towards achieving objectives
established towards increasing diversity. It does not propose to
establish measurable gender diversity objectives in the future as:
. The Group’s Directors and senior executives is a small,
stable team of experienced personal. There is no intention
to make changes in the near future; and

. The Group is committed to making all selection decisions on
the basis of merit. Setting specific objectives for such a small
team would potentially influence decision making to the
detriment of the Group.

At the end of the reporting period (30 June 2015), the Board of
Directors consisted of three men and the Company Secretary is
female.

Evaluations of the Board, committees and executives (if any) occurred
during the year. The Company has not disclosed the basis of such
evaluation processes. The Board takes ultimate responsibility for
these matters and does not consider disclosure of performance
evaluation necessary at this stage.
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Action Taken

1.7 Alisted entity should:

(a) have and disclose a process for periodically evaluating the
performance of its senior executives; and

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

Principle 2: Structure the Board to add value
2.1 The board of a listed entity should:

(a) have a nomination committee 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

if it does not have a nomination committee, disclose that fact and
the processes it employs to address board succession issues
and to ensure that the board has the appropriate balance of
skills, knowledge, experience, independence and diversity to
enable it to discharge its duties and responsibilities effectively.

(b

~

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

2.3 Alisted entity should disclose:

(a) the names of the directors considered by the board to be
independent directors;

(b) if a director has an interest, position, association or relationship
of the type described in Box 2.3 but the board is of the opinion
that it does not compromise the independence of the director,
the nature of the interest, position, association or relationship in
question and an explanation of why the board is of that opinion;
and

(c) the length of service of each director.

2.4 A majority of the board of a listed entity should be
independent directors.

The Managing Director is responsible for annual evaluations of senior
executives (if any). There are no senior executives (who are not
directors) and therefore no evaluations of senior executives took place
during the year, nor has the Company disclosed the basis of such
evaluation processes adopted by the Company. The Board takes
ultimate responsibility for these matters and does not consider
disclosure of performance evaluation necessary at this stage.

The Company is not of a size that justifies having a separate
nomination committee. However, matters typically dealt with by such a
committee are dealt with by the full Board.

As part of its usual role, the full Board oversees the appointment and
induction process for directors, and the selection, appointment,
evaluation and succession planning process of the Company’s
directors and senior executives. When a vacancy exists or there is a
need for a particular skill, the Board determines the selection criteria
that will be applied. The Board then identifies suitable candidates, with
assistance from an external consultant if required, and will interview
and assess the selected candidates.

Refer “Board Skills Matrix” above.

Two (Messer’s Goldberg and Tan) of the three Board members are
considered independent.

Not applicable

The length of service of each director is set out in the Directors’
Report, specifically on page 2 of the Annual Report.

The majority of the board is independent. To assist the Directors with
independent judgement, it is the Board’s policy that if a director
considers it necessary to obtain independent professional advice to
properly discharge the responsibility of their office as a director then,
provided the director first obtains approval from the Chairman or
independent directors for incurring such expense, the Company will
pay the reasonable expenses associated with obtaining such advice.

There is currently no Chairman of the Company, however it is
anticipated that the position will be filled within the next 6 months.
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Action Taken

2.5 The chair of the board of a listed entity should be an
independent director and, in particular, should not be the
same person as the CEO of the entity.

2.6  Alisted entity should have a program for inducting new
directors and provide appropriate professional development
opportunities for directors to develop and maintain the skills
and knowledge needed to perform their role as directors
effectively.

The Managing Director is Mr Domenic Martino who is not independent.

The Group has an informal process to educate new directors about the
nature of the business, current issues, the corporate strategy and the
expectations of the Group concerning performance of directors.
Directors also have the opportunity to visit the Group’s areas of
interest and meet with management to gain a better understanding of
business operations. Directors are encouraged to undertake continuing
professional education and, if this involves industry seminars and
approved education courses, where appropriate, this is paid for by the
Company.

Principle 3: Act Ethically and Responsibly
3.1 Alisted entity should:

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

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

The Company recognises the need for Directors and employees to
observe the highest standards of behaviour and business ethics in
conducting its business activities and intends to maintain a reputation
of integrity. The Company has subscribed to a general Code of
Conduct. The Code of Conduct lists the standards of ethical behaviour
that are expected to be met by the Directors and employees of the
Company. Such persons are also expected to meet the ethical
standards of any professional bodies they belong to. Any breaches of
the Code of Conduct are to be reported to the Chairman for notification
to the Board. The Board will decide on appropriate disciplinary action
and may report breaches to the appropriate authorities.

All Directors, managers and employees are required to act honestly, in
good faith and in the best interests of the Company while exercising
due care and diligence, recognising and respecting their responsibility
to shareholders and other stakeholders of the Company. All Directors,
managers and employees of the Company are required to act in an
ethical manner at all times, avoiding conflicts of interest and observing
the principals of independence in decision-making.
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Principle 4: Safeguard integrity in corporate
reporting

4.1

The board of a listed entity should:

(a) have an audit committee which:

(b

~

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

(2) is chaired by an independent director, who is not the chair
of the board,

and disclose:
(3) the charter of the committee;

(4) the relevant qualifications and experience of the members
of the committee; and

(5) in relation to each reporting period, the number of times
the committee met throughout the period and the
individual attendances of the members at those meetings;
OR

if it does not have an audit committee, disclose that fact and
the processes it employs that independently verify and
safeguard the integrity of its corporate reporting, including the
processes for the appointment and removal of the external
auditor and the rotation of the audit engagement partner

4.2 The board of a listed entity should, before it approves the

entity’s 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.

4.3 A listed entity that has an AGM should ensure that its external

auditor attends its AGM and is available to answer questions
from security holders relevant to the audit.

The Board is of the view that given the current size of the Company and
the size and composition of the Board, that there would be no
efficiencies or other benefits gained by having a separate audit
committee. However, the issues relevant to the integrity of the
Company’s financial reporting typically dealt with by such a committee
are dealt with by the full Board. The Company has as a standing agenda
item at each Board meeting to deal with any audit related matters that
would normally be carried out by an audit committee.

The Managing Director and Chief Financial Officer (CFO) provide a
certification to the Board on the integrity of the Company’s external
financial reports for the half-year and full year. The Managing Director
and CFO also provide assurance to the Board that the declaration
provided in accordance with section 295A of the Corporations Act 2001
is founded on a sound system of risk management and internal control,
and that the system is operating effectively in all material respects in
relation to financial reporting risks. In addition reporting of the
management of the Company’s material business risks, forms part of
routine management reporting to the Board.

The Company receives assurances from the Managing Director and
CFO in respect of the yearly and half-yearly financial statements. Given
the volume of accounting transaction and the size of the management
team, quarterly assurances are not considered necessary

The performance of the external auditor is reviewed annually. It is both
the Company’s and the auditor's policy to rotate audit engagement
partners at least every five years.

The external auditor provides an annual declaration of their
independence to the Board. The external auditor is requested to attend
annual general meetings and be available to answer shareholder
guestions about the conduct of the audit and the preparation and content
of the audit report.

Principle 5: Make timely and balanced disclosure

5.1 A listed entity should:

(@) have a written policy for complying with its
continuous disclosure obligations under the Listing

Rules; and

(b)

disclose that policy or a summary of it.

SPR has a formal written policy for the continuous disclosure of any
price sensitive information concerning the Company. The Board has
also adopted a formal written policy covering arrangements to promote
communications with shareholders and to encourage effective
participation at general meetings.

The Managing Director and the Company Secretary have been
nominated as the Company’s primary disclosure officers.

SPR is committed to providing shareholders and stakeholders with
extensive, transparent, accessible and timely communications on the
Company’s activities, strategy and performance.
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Principle 6: Respect the rights of security holders

6.1

6.2

6.3

6.4

A listed entity should provide information about itself and its
governance to investors via its website.

A listed entity should design and implement an investor
relations program to facilitate effective two-way
communication with investors.

A listed entity should disclose the policies and processes it
has in place to facilitate and encourage participation at
meetings of security holders.

A listed entity should give security holders the option to
receive communications from, and send communications to,
the entity and its security registry electronically.

The Company maintains a website that contains it's corporate
governance policies (www.southpacificresourceslimited.com).

The Company does not currently have an investor relations program,
however shareholders are able to contact the company secretary or
board directly should they have any queries / comments.

The Board encourages full participation of shareholders at the Annual
General Meeting, to ensure a high level of accountability and
identification with the Group’s strategy and goals.

The Company does not currently have the facilities to send and
receive correspondence electronically with shareholders. The
directors will review this option, in light of the cost associated with
maintaining the electronic system for communication

Principle 7: Recognise and manage risk

7.1
()

7.2
()

(b)

7.3

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

if it 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 framework.

The board or a committee of the board should:

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

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

A listed entity should disclose:

(a) if it has an internal audit function, how the function is structured

(b)

and what role it performs; OR

if it does not have an internal audit function, that fact and the
processes it employs for evaluating and continually improving
the effectiveness of its risk management and internal control
processes.

The Group is not currently considered to be of a size, nor are its affairs
of such complexity to justify the establishment of a separate risk
management committee. Instead, the Board, as part of its usual role
and through direct involvement in the management of the Group’s
operations ensures risks are identified, assessed and appropriately
managed. Where necessary, the Board draws on the expertise of
appropriate external consultants to assist in dealing with or mitigating
risk.

The Group has in place policies and procedures, including a risk
management framework (as described in the Company’s Risk
Management Policy), which is developed and updated to help manage
these risks. The Risk Management Policy is located on the Company’s
website.

The Company’s risk management policy is designed to provide the
framework to identify, assess, monitor and manage the risks
associated with the Company’s business.

Main areas of risk include fluctuating commodity prices and exchange
rate fluctuation, political and economic climate, exploration and
development and continuous disclosure obligations. Regular
consideration is given to these matters by the Board.

The Company has in place an internal control framework to assist in
identifying, assessing, monitoring and managing risk. This framework
includes quarterly financial reporting, maintenance of and adherence
to the Company’s continuous disclosure policy and regular informal
operations reports provided by the Managing Director for the Board.

The Company’s internal control system is monitored by the Board and
assessed regularly to ensure effectiveness and relevance to the
Company’s current and future operations.

The Company has a small management team who interact with
directors on a regular basis and ensures constant communication of
material business risks.

The Group does not have a formally established internal audit function.
The Board ensures compliance with the internal controls and risk
management procedures previously mentioned.
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7.4

A listed entity should disclose whether it has any material
exposure to economic, environmental and social sustainability
risks and, if it does, how it manages or intends to manage
those risks.

The Group undertakes minerals exploration and mining development
in PNG and, as such, faces risks inherent to its business, including
economic, environmental and social sustainability risks, which may
materially impact the Group’s ability to create or preserve value for
security holders over the short, medium or long term.

The Group views sustainable and responsible business practices as
an important long term driver of performance and shareholder value
and is committed to transparency, fair dealing, responsible treatment
of employees and partners and positive interaction with the
community.

Principle 8: Remunerate fairly and responsibly

8.1

The board of a listed entity should:

(a) have a remuneration committee which:

(b)

8.2

8.3

(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

if it does not have a remuneration committee, disclose that
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.

A listed entity should separately disclose its policies and
practices regarding the remuneration of non-executive
directors and the remuneration of executive directors and
other senior executives.

A listed entity which has an equity-based remuneration
scheme should:

(a) have a policy on whether participants are permitted to enter into

transactions
otherwise) which limit the economic risk of participating in the
scheme; and

(whether through the use of derivatives or

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

The Board has not established a formal remuneration committee. The
full Board attends to the matters normally attended to by a
remuneration committee.  Remuneration levels are set by the
Company in accordance with industry standards to attract suitable
qualified and experienced directors and senior executives.

For full discussion of the Company’s remuneration philosophy and
framework and the remuneration received by directors and executives
in the current period, please refer to the Remuneration Report, which
is contained within the Directors’ Report.

Non-executive Directors receive fees which are determined by the
Board within the aggregate limit set by the shareholders at a general
meeting.

Executive Directors’ remuneration is determined by the Board with
reference to current market rates and remuneration paid to executives
in comparable listed companies determined by the size and nature of
operations.

Remuneration for all Directors and key management personnel has
been disclosed in the Directors’ Report.

There is no formal equity-based remuneration scheme, however
shares and options can be issued as part remuneration. Securities
can only be issued to Company Directors under a resolution at a
general meeting of shareholders. The Directors and senior executives
who participate in equity-based remuneration are prohibited from
entering into transactions or arrangements that limit the economic risk
of participating in unvested entittlements or entittements subject to a
holding lock.
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FOR THE YEAR ENDED 30 JUNE 2015

Continuing Operations

Other income

Profit on sale of financial asset

Net unrealised gain from held-for-trading investments
Total other income

Total Revenues and other income

Consultancy and other professional fees

Computer and office expenses

Travel and entertainment expenses

Impairment provision against exploration expenditure
Net foreign exchange gain / (losses)

Other expenses

Total Expenditure

Loss from ordinary activities before income tax expenses
Income tax expenses relating to ordinary activities
Loss for the year

Other Comprehensive Income

Other comprehensive income, net of income tax:

Items that may be reclassified subsequently to profit
and loss

Exchange differences on translation of foreign operations

Total comprehensive loss for the year attributable to
the owners of the parent

Loss per share
Basic and diluted loss per share (cents)

From continuing operations
Basic and diluted loss per share (cents)

Notes 2015 2014
$ $
5 323 2,881
13,642 -
- 31,689
13,965 34,570
13,965 34,570
(564,121) (840,169)
(114,019) (181,973)
(139,784) (84,941)
(688,766) (2,209,336)
9,899 (4,999)
(83,846) (11,426)
(1,580,637) (3,332,844)
(1,566,672) (3,298,274)
6 - -
(1,566,672) (3,298,274)
14 (9,732) 17,694
(1,576,404) (3,280,580)

15
(1.23) (2.79)

15
(1.23) (2.79)

The Consolidated Statement of Comprehensive Income is to be read in conjunction with the notes to the financial statements

set out on pages 27 to 51.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT 30 JUNE 2015
Notes 2015 2014
$ $
Current Assets
Cash and cash equivalents 7 45,836 23,403
Trade and other receivables 8 60,260 84,848
Prepayments 9 - 159,708
Financial assets 10 - 71,447
Total Current Assets 106,096 339,406
Non-Current Assets
Exploration expenditure 11 - -
Total Non-Current Assets - -
Total Assets 106,096 339,406
Current Liabilities
Trade and other payables 12 1,202,212 837,306
Total Current Liabilities 1,202,212 837,306
Total Liabilities 1,202,212 837,306
Net Assets (1,096,116) (497,900)
Equity
Issued capital 13 4,986,607 4,064,025
Reserves 14 230,712 184,838
Accumulated losses (6,313,435) (4,746,763)
Total Equity (1,096,116) (497,900)

The Consolidated Statement of Financial Position is to be read in conjunction with the notes to the financial statements set out
on pages 27 to 51.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2015

Foreign Total
Ordinary Option Tr(a::srlraet'i‘gx Accumulated Attrlbutabtlg
Shares Reserve Reserve Losses Members
$ $ $ $ $
Balance at 1 July 2013 3,777,040 115,069 167,144 (1,563,558) 2,495,695
Comprehensive expenses for the
period:
Foreign exchange movement - - 17,694 - 17,694
Loss for the period . - . (3,298,274) (3,298,274)
Total comprehensive loss for the
period - - 17,694 (3,298,274) (3,280,580)
Transactions with owners in their
capacity as owners:
Options expired August 2013 - (115,069) - 115,069 -
Exercise of 17,422 options before
expiry at $0.20 per option 3,485 - - - 3,485
3,000,000 shares and free
attaching options issued at $0.10 300,000 - - - 300,000
per share
Capital raising costs (16,500) - - - (16,500)
Balance at 30 June 2014 4,064,025 - 184,838 (4,746,763) (497,900)
Balance at 1 July 2014 4,064,025 - 184,838 (4,746,763) (497,900)
Comprehensive expenses for the
period:
Foreign exchange movement - - (9,732) - (9,732)
Loss for the period - - - (1,566,672) (1,566,672)

Total comprehensive loss for the
period - - (9,732) (1,566,672) (1,576,404)

Transactions with owners in their
capacity as owners:

5,383,332 shares and free attaching

options issued at $0.075 per share 403,750 - - - 403,750
1,333,333 shares and free attaching

options issued at $0.075 per share 100,000 - - - 100,000
4,500,000 shares and free attaching

options issued at $0.065 per share 292,500 - - - 292,500
2,307,692 shares and free attaching

options issued at $0.065 per share 150,000 - - - 150,000
150,000 shares and free attaching

options issued at $0.065 per share 9,750 - - - 9,750
7,500,000 options issued to PNG

consultants - 55,606 - - 55,606
Capital raising costs (33,418) - - - (33,418)
Balance at 30 June 2015 4,986,607 55,606 175,106 (6,313,435) (1,096,116)

The Consolidated Statement of Changes in Equity is to be read in conjunction with the notes to the financial statements set out
on pages 27 to 51.
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CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 30 JUNE 2015

Cash Flows From Operating Activities
Cash paid to suppliers and employees
Interest received

Sundry income
Net cash used in operating activities

Cash Flows From Investing Activities
Exploration expenditure
Sale of financial asset

Net cash used in investing activities

Cash Flows From Financing Activities
Repayment of borrowings
Proceeds from issue of shares

Share capital costs
Net cash from financing activities

Net increase/(decrease) in cash and cash
equivalents

Cash and cash equivalents at beginning
of the year

Cash and cash equivalents at end of year

Notes

7(b)

7(a)

2015 2014
$ $
(734,265) (617,643)
323 7,034

- 801
(733,942) (609,808)
(251,296) (418,055)
85,089 -
(166,207) (418,055)
- (14,458)

956,000 303,485
(33,418) (16,500)
922,582 272,528
22,433 (755,335)
23,403 778,738
45,836 23,403

The Consolidated Statement of Cash Flows is to be read in conjunction with the notes to the financial statements set out on pages

27 to 51.
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Reporting Entity

South Pacific Resources Limited (formerly Coral Sea Petroleum Ltd) (the “Company” or “SPR”) is a company
limited by shares, incorporated in Australia and listed on the Australian Securities Exchange. The Company
changed its name from Coral Sea Petroleum Ltd to South Pacific Resources Ltd in February 2015.

The nature of the operations and principal activities of the Group are described in the Directors’ Report.

Basis of Preparation

a) Statement of compliance

The financial report is a general purpose financial report which has been prepared in accordance with
Australian Accounting Standards (AASBs) (including Australian Interpretations) adopted by the Australian
Accounting Standards Board (AASB) and the Corporations Act 2001. The financial report of the Group
complies with International Financial Reporting Standards (IFRSs) and interpretations adopted by the
International Accounting Standards Board.

For the purpose of preparing the financial statements, the Group is a for-profit entity.

The financial statements were approved by the Board of Directors on 30 September 2015.

b) Basis of preparation

The financial statements have been prepared on the basis of historic costs, except for the financial assets for
which the fair value basis of accounting has been applied.

The Group has adopted all of the new and revised Standards and Interpretations issued by the Australian
Accounting Standards Board (the AASB) that are relevant to their operations and effective for the current
reporting period.

The adoption of all the new and revised Standards and Interpretations has not resulted in any changes to the
Group’s accounting policies and has no effect on the amounts reports for the current or prior periods.

c¢) Functional and presentation currency

These financial statements are presented in Australian dollars, which is the Group’s functional currency.

d) New and amended standards adopted by the Group

None of the new standards and amendments to standards that are mandatory for the first time for the financial
year beginning 1 July 2014 affected any of the amounts recognised in the current period or any prior period.
Those new standards adopted by the Group during the 2015 financial year are as follows:

e AASB 2103-7 — Amendments to AASB 1038 arising from AASB 10 in relation to consolidation and
interests of policyholders [AASB 1038]. Annual reporting periods beginning on or after 1 January 2014.

e AASB 2013-9 — Amendments to Australian Accounting Standards — Conceptual Framework, Materiality
and Financial Instruments. Operative dates: Part A Conceptual Framework — annual reporting periods
beginning on or after 20 December 2013. Part B Materiality — annual reporting periods beginning on or
after 1 January 2014. Part C Financial Instruments — annual reporting periods beginning on or after 1
January 2015.

e AASB 2014-1 — Amendments to Australian Accounting Standards. Annual reporting periods beginning
on or after 1 July 2014.
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e) Early adoption of standards

The Group has not elected to apply any pronouncements before their operative date in the annual reporting
period beginning 1 July 2014.

Significant Accounting Policies

The accounting policies set out below have been applied consistently to all periods presented in these financial
statements, and have been applied consistently by the Group. Certain comparative amounts have been
reclassified to conform with the current year’s presentation.

a) Basis of consolidation

A controlled entity is any entity over which South Pacific Resources Ltd has the power to govern the financial
and operating policies so as to obtain benefits from its activities. In assessing the power to govern, the
existence and effect of holdings of actual and potential voting rights are considered.

A list of controlled entities is contained in Note 18(e).

As at reporting date, the assets and liabilities of all controlled entities have been incorporated into the financial
report as well as their results for the period then ended (refer business combination Note 3(b)).

All inter-group balances and transactions between entities in the consolidated group, including any unrealised
profits or losses, have been eliminated on consolidation.

b) Foreign currency translation and balances

Foreign currency transactions are translated into functional currency using the exchange rates prevailing at
the date of the transaction. Foreign currency monetary items are translated at the year-end exchange rate.
Non-monetary items measured at historical cost continue to be carried at the exchange rate at the date of the
transaction. Non-monetary items measured at fair value are reported at the exchange rate at the date when
fair values were determined.

Exchange differences arising on the translation of monetary items are recognised in the statement of
comprehensive income, except where deferred in equity as a qualifying cash flow or net investment hedge.

Exchange differences arising on the translation of non-monetary items are recognised directly in equity to the
extent that the gain or loss is directly recognised in equity, otherwise the exchange difference is recognised in
the statement of comprehensive income.

For the purpose of presenting consolidated financial statements, the assets and liabilities of the Group’s
foreign operations are translated into Australian dollars using exchange rates prevailing at the end of the
reporting period. Income and expense items are translated at the average exchange rates for the period,
unless exchange rates fluctuated significantly during that period, in which case the exchange rates at the
dates of the transactions are used. Exchange differences arising, if any, are recognised in other
comprehensive income and accumulated in equity (attributed to non-controlling interests as appropriate)

c¢) Income tax

Deferred income tax is provided on all temporary differences at the balance sheet date between the tax bases
of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred income tax liabilities are recognised for all taxable temporary differences:

* except where the deferred income tax liability arises from the initial recognition of an asset or liability in a
transaction that is not a business combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit; and

* in respect of taxable temporary differences associated with investments in subsidiaries, associates and
interests in joint ventures, deferred tax assets are only recognised to the extent that it is probable that the
temporary differences will reverse in the foreseeable future and taxable profit will be available against
which the temporary differences can be utilised.
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The carrying amount of deferred income tax assets is reviewed at each balance sheet date and reduced to the
extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of the
deferred income tax asset to be utilised.

Deferred tax assets and deferred tax liabilities shall be offset only if:
(a) there is a legally enforceable right to set-off current tax assets against current tax liabilities; and

(b) the deferred tax assets and deferred tax liabilities relate to income taxes levied by the same taxation
authority on either:

(i) the same taxable entity; or

(ii) different taxable entities which intend either to settle current tax liabilities and assets on a net basis, or
to realise the assets and settle the liabilities simultaneously, in each future period in which significant
amounts of deferred tax liabilities or assets are expected to be settled or recovered.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the year
when the asset is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted
or substantially enacted at the balance sheet date.

Income taxes relating to items recognised directly in equity are recognised in equity and not in the statement
of comprehensive income.

d) Other taxes
Revenues, expenses, assets and liabilities are recognised net of the amount of GST except:

(@) Where the GST incurred on a purchase of goods and services is not recoverable from the taxation
authority, in which case the GST is recognised as part of the cost of acquisition of the asset or as part of
the expense item as applicable; and

(b)  Receivables and payables are stated with amounts of GST included.

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

Commitments or contingencies are disclosed net of the amount of GST recoverable from, or payable to, the
taxation authority.

e) Financial assets

All financial assets are recognised and derecognised on trade date where the purchase or sale of a financial
asset is under a contract whose terms require delivery of the financial asset within the timeframe established
by the market concerned, and are initially measured at fair value, plus transaction costs, except for those
financial assets classified as at fair value through profit or loss, which are initially measured at fair value.

Financial assets are classified into the following specified categories: financial assets ‘at fair value through
profit or loss’ (FVTPL), ‘held to maturity’ investments, ‘available-for-sale’ (AFS) financial assets and ‘loans and
receivables’. The classification depends on the nature and purpose of the financial assets and is determined at
the time of initial recognition.

During the 30 June 2015 financial year the Group disposed of its financial assets in the FVTPL category. As
at 30 June 2015, the only financial assets are in the ‘loans and receivables’ category.

(i) Effective interest method

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 on 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 other than those financial assets
classified as at FVTPL.
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(i) Financial assets at FVTPL

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

A financial asset is classified as held for trading if:
* |t has been acquired principally for the purpose of selling it in the near term; or

* On initial recognition it is part of a portfolio of identified financial instruments that the Group manages
together and has a recent actual pattern of short-term profit-taking; or

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

A financial asset other than a financial asset held for trading may be designed as at FVTPL upon initial
recognition if:

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

* The financial asset forms part of a Group’s of financial assets or financial liabilities of both, which is
managed and its performance is evaluated on a fair value basis, in accordance with the Group’s
documented risk management or investment strategy, and information about the Group is provided
internally on that basis; or

e |t forms part of a contract containing one or more embedded derivatives, and AASB 139 Financial
Instruments: Recognition and Measurement permits the entire combined contract (asset or liability) to be
designated as at FVTPL.

Financial assets at FVTPL are stated at fair value, with any gains or losses arising on remeasurement
recognised in profit or loss. The net gain or loss recognised in profit or loss incorporate any dividend or
interest earned on the financial asset and is included in the ‘other gains and losses’ line item in the statement
of comprehensive income.

(iii) Loans and receivables

Trade receivables, loans and other receivables that have fixed or determinable payments that are not quoted
in an active market are classified as ‘loans and receivables’. Loans and receivables are measured at
amortised cost using the effective interest method, less any impairment. Interest income is recognised by
applying the effective interest rate, except for short-term receivables when the recognition of interest would be
immaterial.

(iv) Impairment of financial assets

Financial assets, other than those at FVTPL, are assessed for indicators of impairment at the end of each
reporting period. Financial assets are considered to be impaired when 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 affected.

For certain categories of financial assets, such as trade receivables, assets that are assessed not to be
impaired individually are, in addition, assessed for impairment on a collective basis. Objective evidence of
impairment for a portfolio of receivable assets could include the Group’s past experience of collecting
payments, an increase in the number of delayed payments in the portfolio past the average credit period of 60
days, as well as observable changes in national or local economic conditions that correlate with default on
receivables.

For financial assets carried at amortised cost, the amount of the impairment loss recognised is the difference
between the asset’s carrying amount and the present value of estimated future cash flows, discounted at the
financial asset’s original effective interest rate.

The carrying amount of financial assets is reduced by the impairment loss directly for all financial assets with
the exception of trade receivables, where the carrying amount is reduced through the use of an allowance
account. When a trade receivable is considered uncollectible, it is written off against the allowance account.
Subsequent recoveries of amounts previously written off are credited against the allowance account.
Changes in the carrying amount of the allowance account are recognised in profit or loss.
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When an AFS financial asset is considered to be impaired, cumulative gains or losses previously recognised
in other comprehensive income are reclassified to profit or loss in the period.

With the exception of AFS equity instruments, if, in a subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively to an event occurring after the impairment was
recognised, the previously recognised impairment loss is reversed through profit or loss to the extent that the
carrying amount of the investment at the date the impairment is reversed does not exceed what the amortised
cost would have been had the impairment not been recognised.

In respect of AFS equity securities, impairment losses previously recognised in profit or loss are not reversed
through profit or loss. Any increase in fair value subsequent to an impairment loss is recognised in other
comprehensive income.

(v) De-recognition of financial assets

The Group derecognises a financial asset only when the contractual rights to the cash flows from the asset
expire, or when it transfers the financial asset and substantively all the risks and rewards of ownership of the
asset to another entity. If the Group neither transfers nor retains substantively all the risks and rewards of
ownership and continue to control the transferred asset, the Group recognises its retained interest in the asset
and an associated liability for amounts it may have to pay. If the Group retains substantively all the risks and
rewards of ownership of a transferred financial asset, the Group continue to recognise the financial asset and
also recognises a collateralised borrowing for the proceeds received.

f) Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past
event, it is probable that the Group will be required to settle the obligation, and a reliable estimate can be
made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the present
obligation at the end of the reporting period, 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.

When some or all of the economic benefits required to settle a provision are expected to be recovered from a
third party, a receivable is recognised as an asset if it is virtually certain that reimbursement will be received
and the amount of the receivable can be measured reliably.

g) Cash and cash equivalents

Cash and cash equivalents include cash on hand, deposits held at call with banks, other short-term highly
liquid investments with original maturities of three months or less, and bank overdrafts. Bank overdrafts are
shown within short-term borrowings in current liabilities on the statement of financial position.

h) Revenue recognition
(i) Interest Revenue

Revenue is recognised as interest accrues using the effective interest method. This is a method of calculating
the amortised cost of a financial asset and allocating the interest income over the relevant period using the
effective interest rate, which is the rate that exactly discounts estimated future cash receipts through the
expected life of the financial asset to the net carrying amount of the financial asset.

(i) Dividend
Dividend revenue from investments is recognised when the shareholder’s right to receive payment has been

established (provided that it is probable that the economic benefits will flow to the Group and the amount of
revenue can be measured reliably).
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i) Trade and other payables

Trade payables and other payables are carried at amortised costs and represent liabilities for goods and
services provided to the Group prior to the end of the financial year that are unpaid and arise when the Group
becomes obliged to make future payments in respect of the purchase of these goods and services.

j) Contributed equity

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares or
options are shown in equity as a deduction, net of tax, from the proceeds.

k) Earnings per share
(i) Basic earnings per share

Basic earnings per share is determined by dividing net profit after income tax attributable to members of the
Group, excluding any costs of servicing equity other than ordinary shares, by the weighted average number of
ordinary shares outstanding during the financial year, adjusted for bonus elements in ordinary shares issued
during the year.

(ii) Diluted earnings per share

Diluted earnings per share adjusts the figures used in the determination of basic earnings per share to take
into account the after income tax effect of interest and other financing costs associated with dilutive potential
ordinary shares and the weighted average number of shares assumed to have been issued for no
consideration in relation to dilutive potential ordinary shares.

1) Exploration, evaluation and development expenditure

Exploration, evaluation and development expenditure incurred is accumulated in respect of each identifiable
area of interest. These costs are only carried forward to the extent that they are expected to be recouped
through successful development on the area or where activities in the area have not yet reached a stage
which permits reasonable assessment of the existence of economically recoverable reserve.

Accumulated costs in relation to an abandoned area are written off in full against the statement of
comprehensive income in the year in which the decision to abandon the area is made.

A regular review is undertaken of each area of interest to determine the appropriateness of continuing to carry
forward costs in relation to that area of interest.

m) Comparative figures

When required by the Accounting Standards, comparative figures have been adjusted to conform to changes
in presentation for year.

n) Critical accounting estimates and judgements

In the application of the Group’s accounting policies, management is required to make judgements, 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 circumstances, the results of which form the basis of
making the judgements. Actual results may differ from these estimates.

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.

The following are the critical judgments including those involving estimations, that management has made in
the process of applying the Group’s accounting policies and that have the most significant effect on the
amounts recognised in the financial report:
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i. The Group has capitalised significant exploration and evaluation expenditure on the basis either that
this is expected to be recouped through future successful development or alternatively sale of the
areas of interest. If ultimately the areas of interest are abandoned or are not successfully
commercialised, the carrying value of the capitalised exploration and evaluation expenditure would
need to be written down to its recoverable amount;

ii. The Group has recorded an impairment provision in the accounts as a result of the uncertainty
surrounding the veracity of the exploration licences held by CSP (PNG) and their commitments. Once
confirmation has been received from the PNG Department of Petroleum and Energy as to the
standing of the licences, directors may consider reversing the impairment provision, thereby re-
instating the exploration expenditure as an asset on the statement of financial position; and

iii. The Group has carried forward tax losses which have not been recognised as deferred tax assets
because it is not considered sufficiently probable at this point in time, that these losses will be
recouped by means of future profits taxable in the relevant jurisdictions.

o) Going concern

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

The Group has incurred a net loss after tax for the year ended 30 June 2015 of $1,566,672 (30 June 2014:
$3,298,274), and a net cash outflow from operations of $733,942 (30 June 2014: $609,808). As at 30 June
2015 the Group had net current liabilities of $1,096,116 (June 2014: $497,900) and net equity of negative
$1,096,116 (30 June 2014: $497,900).

The Group’s ability to continue as a going concern and pay its debts as and when they fall due is dependent
upon the following:
* The Group raising additional capital via any means available to it inclusive of, but not limited to,
placements, option conversions, rights issues, or joint venture arrangement in a timely manner in
order to fund the ongoing exploration and operation activities;

* The Group seeking approval to delay exploration activities in certain tenements if sufficient funds are
not raised;

* The Group selling certain tenements in Papua New Guinea if sufficient funds are not raised;

* The non-executive and executive Directors not receiving payment for their fees if the Group is notin a
position to pay these fees;

* The accounting, company secretarial and office rental fees will not be paid if the Group is not in a
position to pay these fees; and

* A letter of support from a director to ensure the Company has adequate working capital for at least 12
months from the date of this report.

The Directors have reviewed the business outlook and cash flow forecasts after taking into account the above
matters and are of the opinion that the use of the going concern basis of accounting is appropriate as the
Directors believe the Group will achieve the matters set out above and be able to pay its debts as and when
they fall due.

Subsequent to year end the Company has announced a placement for $200,000, comprising of 4,000,000
shares issued at $0.05 per share with a free option for every two shares (2,000,000 options). The options will
be unlisted and have an exercise price of $0.05 and an expiry date three years from the date of issue. The
Company will issue a further 2,000,000 options, exercisable at $0.05 and with an expiry date three years from
issue, as a placement fee.
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New standards and interpretation not yet adopted

The Company has adopted all of the new and revised standards and interpretations issued by the Australian
Accounting Standards Board (the AASB) that are relevant to its operations and effective for the current
reporting period.

The adoption of all the new and revised standards and interpretations has not resulted in any changes to the
Company’s accounting policies and has no effect on the amounts reported for the current or prior periods.
The new and revised accounting standards and interpretations have not had a material impact and not
resulted in changes to the Company’s presentation of, or disclosure in its financial statements.

Accounting standards that have been issued, but are not yet effective include the following that may be
relevant to the Group:

AASB 9 Financial Instruments was published in December 2009. The 2009 version of AASB 9 introduces
requirements for the classification, measurement and derecognition of financial assets. Requirements for
financial liabilities were later added to AASB 9 (December 2009). Most of the requirements for financial
liabilities were carried forward unchanged from AASB 139. However, some changes were made to the
fair value option for financial liabilities to address the issue of own credit risk. In December 2013, a
revised AASB 9 was published which includes the requirements for general hedge accounting. In
December 2014 there was the introduction of new requirements for the classification and measurement
of financial assets and liabilities. These requirements improve and simplify the approach for classification
and measurement of financial assets compared with the requirements of AASB 139. AASB 9 (December
2014) applies to annual reporting periods beginning on or after 1 January 2017. However, the effective
date is expected to be amended to 1 January 2018 to align with IFRS 9.

AASB 15 Revenue from Contracts with Customers establishes a new revenue recognition model and
replaces AASB118 Revenue, AASB 111 Construction Contracts and some revenue related
interpretations. This pronouncement changes the basis for deciding whether revenue is to be recognised
over time or at a point in time and provides new and more detailed guidance on specific topics (e.g.,
multiple element arrangements, variable pricing, rights of return, warranties and licensing). It expands
and improves disclosures about revenue. AASB 15 applies to annual reporting periods beginning 1
January 2017, however this date may be deferred to 1 January 2018.

Segment Information

AASB 8 requires operating segments to be identified on the basis of internal reports about components of the
Company that are regularly reviewed by the chief operating decision maker in order to allocate resources to the
segment and to assess its performance.

The Group engages in two businesses being exploration and development of oil and gas licences and investment
management, activities from which it incurs costs. The major results of the Group are from the exploration and
development of oil and gas licences, the investment management business is immaterial and consequently the
results of the Group are analysed as a whole by the chief operating decision maker.

Other Income

2015 2014

$ $

Interest income 323 2,213
Dividends received - 668
323 2,881
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Income Tax Expenses

(a) Income tax expense

The components of income tax expense
/ (benefit) comprise:

Current tax

Deferred tax

(b) Reconciliation of income tax expense /

(benefit) to prima facie tax payable on
accounting profit / (loss

Accounting loss before tax

Australian prima facie tax benefit on loss
at 30% (2014: 30%)

Papua New Guinea prima facie tax
benefit on loss at 30% (2014: 45%)

Effect of expenses that are not
deductible in determining taxable profit

Foreign currency translation reserve
Tax losses not utilised

Tax losses foregone

Tax losses not brought to account

Income tax expenses

(c) Deferred tax assets and liabilities
not brought to account

The directors estimate that the potential deferred tax
assets and liabilities carried forward but not brought to

account as at year end at the Australian and Papua Ne
Guinean corporate tax rate of 30% are made up as

follows:
On income tax account:
Carried forward tax losses

Deductible temporary differences
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2015 2014
$ $
(1,566,672) (3,298,274)
(195,220) (158,121)
(274,782) (804,816)
1,067 2,323

- 16,404

468,935 944,210
8,343,378 6,509,240
500,430 376,012
8,843,808 6,885,252
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6. Income Tax Expenses (continued)

The Company estimates the Group has accumulated income tax losses of $27,811,260 (2014: $22,950,840).
The benefit of these losses and timing difference will only be obtained if:

e The Group derives future assessable income of a nature and an amount sufficient to enable the benefit

from the deductions for the loss to be realised;

* The Group continues to comply with the conditions for deductibility imposed by law; and

* No changes in tax legislation adversely affect the Group in realising the benefit from the deduction for the

loss.
7. Cash and Cash Equivalents
2014 2013
$ $

Cash and cash equivalents 45,836 23,403
(a) Reconciliation to cash at the end of the
year
Balance as per above 45,836 23,403
Balance per statement of cash flows 45,836 23,403
(b) Reconciliation of loss after income tax to net cash
flows used in operations
Operating loss after income tax (1,566,672) (3,298,274)
Adjustments for non-cash items
Depreciation on plant and equipment - 275
(Net unrealised gain)/impairment of assets held for re-sale - (31,689)
Profit on financial assets (13,642) -
Issue of options to PNG consultants 55,606 -
Provision for exploration expenditure 688,766 2,209,336
Changes in assets and liabilities
Trade and other receivables 24,588 18,426
Trade and other payables 126,179 472,323
Accrued expenses 25,106 8,463
Foreign exchange movement (affect on operating loss) (73,873) 11,332
Net cash used in operating activities (733,942) (609,808)
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Trade and Other Receivables

2015 2014
$ $
Option application monies received - 20,000
Rental bond 50,000 50,000
GST receivables 10,260 14,848
Total trade and other receivables 60,260 84,848
(a) Trade receivables past due but not impaired
There were no trade receivables past due but not impaired.
(b) Fair value and credit risk
Due to the short-term nature of these receivables, their
carrying amount is assumed to approximate their fair value.
Prepayments
Prepayment of exploration licences (refer Note 11) 159,708 159,708
Impairment provision (159,708) -
- 159,708
An impairment provision has been made against the
prepayment of exploration licences given the uncertainty
surrounding whether these licences will be granted.
Financial Assets (Current)
Listed shares at fair value - 71,447
. Exploration Expenditure
Capitalised exploration expenditure - -
Movement in carrying values
Capitalised exploration expenditure
Carrying value at the beginning of the year - 1,994,201
Additions 529,058 320,155
Reclassified — prepayment of exploration licences - (159,708)
Impairment provision recorded against exploration
expenditure (529,058) (2,154,648)

Carrying value at end of Year - -

An impairment provision has been made against exploration expenditure given the uncertainty
surrounding the veracity of the exploration licences (refer Note 20).

Refer to note 3(o) for significant judgements and estimates made in relation to the recoverability of
capitalised exploration expenditure.
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12. Trade and Other Payables

2015 2014

$ $

Trade payables 1,137,752 777,952
Accrued expenses 63,960 38,854
Loans payable 500 500
Share application liability - 20,000
Total trade and other payables 1,202,212 837,306

Trade payables are non-interest bearing and are predominantly settled on 30-day terms.

The Loan payable is to a related party, is unsecured without interest and repayable on demand.

13. Issued Capital

2015 2015 2014 2014
No. $ No. $
Fully paid ordinary shares 134,032,766 4,986,607 120,358,409 4,064,025

During the year ended 30 June 2015, the following movements of ordinary shares were noted:

Number of

shares $
Balance as at 1 July 2014 120,358,409 4,064,025
26/8/2014 - The Issue of 5,383,332 ordinary shares at $0.075 per share 5,383,332 403,750
22/1/2015 - The Issue of 1,333,333 ordinary shares at $0.075 per share 1,333,333 100,000
20/2/2015 - The Issue of 4,500,000 ordinary shares at $0.065 per share 4,500,000 292,500
19/5/2015 - The Issue of 2,307,692 ordinary shares at $0.065 per share 2,307,692 150,000
25/5/2015 - The Issue of 150,000 ordinary shares at $0.065 per share 150,000 9,750
Capital raising costs - (33,418)
Closing balance as at 30 June 2015 134,032,766 4,986,607

Ordinary shares

Ordinary shares participate in dividends and the proceeds on winding up of the parent entity in proportion to the
number of shares held.

At shareholders meetings, each ordinary share is entitled to one vote per share when a poll is called, otherwise
each shareholder has one vote on a show of hands.
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14. Reserves
2015 2014

Option Premium Reserve
Opening balance as at 1 July 2014 / 2013 - 115,069

The issue of 13,674,357 options at nil
consideration (attached to the shares issued in
note 13 above) each with a $0.20 exercise
price and 18 month expiry from date of issue - -

The issue of 7,500,000 options to PNG

consultants 55,606 -
Expiry of options - (115,069)
Closing balance as at 30 June 2015 /2014 55,606 -

Foreign Currency Translation Reserve

Opening balance as at 1 July 2014 / 2013 184,838 167,144
Foreign exchange movement (9,732) 17,694
Closing balance as a 30 June 2015/ 2014 175,106 184,838
Total Reserves 230,712 184,838

Nature and Purposes of Reserves

(i) Option Premium Reserve

The option premium reserve records the issue of share options for cash or in consideration for services rendered.
(ii) Foreign Currency Translation Reserve

The foreign currency translation reserve records the exchange difference resulting from the translation of the CSP
(PNG) accounts from United States Dollars.

15. Earnings Per Share

2015 2014
Net loss attributable to the ordinary equity
holders of the Company ($) (1,566,672) (3,298,274)
Weighted average number of ordinary
shares for basis per share 127,352,308 118,415,635
Continuing operations
- Basic and diluted loss (cents per share) (1.23) (2.79)

The effect of options has been excluded from the calculation of the diluted EPS on the basis that this would
indicate a better EPS resulting from dividing the loss by a larger number of securities.

39



SOUTH PACIFIC RESOURCES LTD AND ITS CONTROLLED ENTITIES Annual Report 30 June 2015

Notes to the Financial Statements
For the year ended 30 June 2015

16. Financial Risk Management

The Group’s financial instruments consist of listed securities, deposits with banks, accounts receivable and
accounts payable. The main risks arising from the Group’s financial instruments are interest rate risk, credit risk,
foreign currency risk, equity price risk and liquidity risk.

Risk management is carried out by the Board of Directors who monitor, evaluate, and manage the Group’s
financial risk across its operating units.

The non-interest bearing financial assets and liabilities of the Group in the table below are due or payable within
30 days. The financial investments are held for trading and are realised at the discretion of the Board of
Directors. These financial investments were realised on 6 August 2014. The Company received $85,202 (net of

brokerage fees) from the sale.

Weighted Total
612 | o | Geiien | Caming
Rate <6 months months Amount
2015 % $ $ $ $ $
Financial assets
Cash 1% 45,836 45,836 45,836
Non-interest bearing - 60,260 60,260 60,260
106,096 106,096 106,096
Financial liabilities
Non-interest bearing - 1,202,212 1,202,212 1,202,212
1,202,212 1,202,212 1,202,212
Weighted Total
?r;zzzgf >6 -12 Contractual Carrying
Rate <6 months months > 12 months Cash Flows Amount
2014 % $ $ $ $ $
Financial assets
Cash 2% 23,403 23,403 23,403
Non-interest bearing - 84,848 84,848 84,848
Financial investments - 71,447 71,447 71,447
179,698 179,698 179,698
Financial liabilities
Non-interest bearing - 837,307 837,307 837,307
837,307 837,307 837,307
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16. Financial Risk Management (continued)

(a) Capital risk management

The Company’s capital includes share capital, reserves and accumulated losses. The Company’s objectives
when managing capital are to safeguard the Company’s ability to continue as a going concern, so that it can
continue to provide returns for shareholders and benefits for other stakeholders. The Company manages the
capital structure and makes adjustments to it in light of changes in economic conditions and the risk
characteristics of the underlying assets. In order to achieve this, the Company may issue new shares in order to
meet its financial obligations.

(b) Financial risk management objectives and policies

The Board of Directors co-ordinate domestic and international financial markets, monitors and manages the
financial risks relating to the operations of the Group. These risks include market risk (including currency risk, fair
value and interest rate risk), credit risk and liquidity risk.

The Group does not enter into or trade financial instruments, including derivative financial instruments, for
speculative purposes.

(c) Credit risk management

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss
to the Group. The Group has adopted a policy of only dealing with creditworthy counterparties and obtaining
sufficient collateral where appropriate, as a means of mitigating the risk of financing loss from defaults. The
Group exposure and the credit ratings of its counterparties are continuously monitored and the aggregate value of
transactions concluded are spread amongst approved counterparties.

The Group does not have any significant credit risk exposure to any single counterparty or any group of
counterparties having similar characteristics.

The maximum exposure to credit risk at the reporting date is the carrying amount of the financial assets as
summarised below:

2015 2014

$ $

Cash and cash equivalents 45,836 23,403
Receivables 60,260 64,848

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

All receivables noted above are due within 30 days. None of the above receivables are past due.
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16. Financial Risk Management (continued)
(d) Foreign currency risk

The Group is exposed to foreign currency risk on the following:

- listed shares in Avation PLC (sold 6 August 2014). The shares are listed on the London Stock Exchange;
- transactions carried out in Papua New Guinea in the local currency, Kina and USD;

- recording of CSP (PNG) financial accounts in USD from 1 July 2013 onwards; and

- translation of the CSP (PNG) financial accounts on consolidation.

The Group has not entered into any forward exchange contracts as at balance date and is currently fully exposed
to foreign exchange risk.

Based on the above, the Group is exposed to USD and Papua New Guinea Kina foreign currency risk. The
Group’s exposure to foreign currency risk for years 2015 and 2014 was as follows:

2015 Kina GBP UsSD

Current:

Cash and cash equivalents 1,241 - -

Financial assets (current) - - -

Receivables - - -
Payables - - 32,275

2014 Kina GBP USD

Current:

Cash and cash equivalents 1,664 - -

Financial assets (current) - 39,660 -

Receivables - - -
Payables 2,500 - -

(e) Equity price risk exposure

Equity price risk represents the risk that the value of a financial instrument will fluctuate as a result of changes in
market prices, whether those changes are caused by factors specific to the individual instrument or its issuer or
factors affecting all instruments in the market. Equity price risk is minimised through ensuring that investment
activities are undertaken in accordance with the Board established mandate limits and investment strategies.

Equity securities price risk arises on the financial assets at fair value through profit or loss or held for trading.

The Group did not have exposure to equity price risk as the Group has disposed of its investments.

(f) Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the Board of Directors, who have built an
appropriate liquidity risk management framework for the management of the Group’s short, medium and long-
term funding and liquidity management requirements. The Group manages liquidity risk by maintaining adequate
reserves, banking facilities and reserve borrowing facilities by continuously monitoring forecast and actual cash
flows and matching the maturity profiles of financial assets and liabilities.

Liquidity risk is the risk that the Group will encounter difficulty in meeting obligations associated with financial
liabilities. The Group has no borrowings.
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16. Financial Risk Management (continued)

(g) Interest rate risk exposure

Interest rate risk is the risk that the value of a financial instrument will fluctuate due to changes in market interest
rates. The Group is exposed to interest rate risk as it invests funds at floating interest rates. The entity has no
borrowings. The weighted average interest rates are 1.0% for the Company (2014: 2.0%).

2015 2014
$ $

Interest bearing financial instruments:
Cash and cash equivalents 45,836 23,403
Effective interest rate 1.0% 2.0%
Weighted average effective interest rate 1.0% 2.0%

(h) Fair value

The fair value of financial assets and liabilities, together with the carrying amounts shown in the consolidated
statement of financial position, are as follows:

2015 2014
Carrying Carrying
amount Fair value amount Fair value
$ $ $ $

Assets carried at fair value
Financial assets held for trading - - 71,447 71,447
Cash and cash equivalents 45,836 45,836 23,403 23,403
Assets carried at amortised cost
Receivables 60,260 60,260 64,848 64,848
Liabilities carried at amortised cost
Payables 1,202,212 1,202,212 837,307 837,307

Fair value hierarchy

The table below analyses financial instruments carried at fair value, by valuation method. The different levels
have been defined as follows:

. Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.

. Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or liability,
either directly (i.e., as prices) or indirectly (i.e. derived from prices).

. Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs).
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16. Financial Risk Management (continued)
2015 Level 1 Level 2 Level 3 Total

Financial assets - - - -

2014 Level 1 Level 2 Level 3 Total
$ $ $ $
Financial assets 71,447 - - 71,447

There were no transfers among levels during the year.

(i) Sensitivity analysis

The Group has performed sensitivity analyses on its exposure to foreign exchange risk on balances as at balance
date.

The analysis demonstrates the effect on current year results and equity that would result from a 10% movement
in the United States Dollar / Australian Dollar exchange rate (2013: Papua New Guinea Kina / Australian Dollar).
Directors believe that a 10% movement for the 2014 financial year sensitivity gives a reasonable reflection of the
possible movement in United States Dollar / Australian Dollar exchange rates in light of current economic
conditions.

Since the Group has disposed of most of its investments and has no borrowings, exposure to equity price risk and
interest rate risk is immaterial in terms of the possible impact on the statement of comprehensive income and total
equity. It has therefore not been included in the sensitivity analysis.

Foreign exchange rate risk 2015 2014
Change in loss $ $
Increase GBP / AUD rate by 10% (2014 GBP / AUD: 10%) - 6,495
Decrease GBP / AUD rate by 10% (2014 GBP / AUD: 10%) - (7,938)
Change in other comprehensive income

Increase Kina / AUD rate by 10% (2014 Kina / AUD: 10%) — reduction in loss (55) (62)
Decrease Kina / AUD rate by 10% (2014 Kina / AUD: 10%) — increase in loss 45 76
Increase USD / AUD by 10% - reduction in loss (3,820)

Increase USD / AUD by 10% - increase in loss 4,669

17. Share-Based Payments

Options issued under share based payment arrangements entered into, or existing during the years ended 30
June 2015 or 30 June 2014 are set out below.
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17. Share-Based Payments (continued)

2015 2014
Weighted Weighted
No. of Options Average No. of Options Average
Exercise Price Exercise Price

Opening balance - - - -
Granted during the year 7,500,000 $0.075 - -
Forfeited during the year - - - -
Exercised during the year - - - -
Expired during the year - - - -
Closing balance 7,500,000 $0.075 - -
Exercisable at the end of the year 7,500,000 $0.075 - -

In February 2015, the Company issued 7,500,000 unlisted options exercisable at $0.075 and with an expiry
date of 19 February 2018 to consultants as payment for services provided.

The fair value of each option when granted was determined as $0.0074 per option. These values were
calculated using the Black-Scholes option pricing model applying the following inputs:

Share Price: $0.075
Exercise Price: $0.075
Expected share price volatility: 9.75%
Vesting date: 19 February 2015
Expiry date: 19 February 2018
Risk-free interest rate: 1.87%
Dividends: 0%

Comparable company volatility has been the basis for determining expected share price volatility as it is
assumed that this is indicative of future movements.

18. Related Party Disclosure
(a) Key management personnel

Disclosures relating to Directors and executives are set out in Note 19.

(b) Transactions and balances with related parties

Disclosures relating to transactions and balances with related parties are set out in Note 19.

(c) Equity Interests in related parties

Details of the percentage of ordinary shares held by Directors or their related entities are disclosed in Note 19.

(d) Loans to related parties
Refer to Note 12.
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18. Related Party Disclosure (continued)

(e) Subsidiaries

The consolidated financial report includes the financial information of South Pacific Resources Ltd and the
subsidiaries listed in the following table:

Name Country of incorporation | Principal Equity interest Investment
and operation activity
2015 2014 2015 2014
o %
%o $ $
Indo Pacific Energy Pty Ltd | Australia Holding 100 100 2,076,827 2,076,827
company
Coral Sea Petroleum Papua New Guinea Oil and gas 100 100 1 1
(PNG) Ltd exploration

19. Key Management Personnel Disclosures
(a) Key management personnel
The following persons were key management personnel of South Pacific Resources Ltd during the financial year:

(i) Directors

Domenic Martino Managing Director

Joseph Goldberg Non-Executive Director
Alvin Tan Non-Executive Director
Julian Sandt Non-Executive Director

! Resigned on 29 April 2015

The following persons were additional directors of South Pacific Resources Ltd during the 2014 financial year:
Chris Haiveta ' Non-Executive Chairman

! Resigned on 14 February 2014
No other key management personnel were noted for the years ended 30 June 2015 and 2014.
No agreements with key management personnel or their controlled entities have been entered into.

Remuneration of Non-Executive Directors is based on fees approved by the Board of Directors and is set at levels
to reflect market conditions and encourage the continued services of the Directors.

The Company does not offer any variable remuneration incentive plans or bonus schemes to Executive Directors
or any retirement benefits and, as such, there are no performance related links to the existing remuneration
policies.

The key management personnel of the Company are the Directors of South Pacific Resources Ltd. Details of the
remuneration of the Directors of the Company are set out below:
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19. Key Management Personnel Disclosures (continued)

Share- Total
Short-Term Post employment I}::}g' based TOTAL pearrf:;;m-
payments related
Cash Other . Terminat- .
2015 Salarzl bonus Non- Supe_r— Retlrem_ent ion Incentive Options
fees monetary annuation benefits ) plans
benefits
$ $ $ $ $ $ $ $ $ $ %
Directors
Mr Martino 120,000 - - - 11,400 - - - - 131,400 -
Mr Tan 36,000 - - - - - - - - 36,000 -
Mr Goldberg 120,000 - - - - - - - - 120,000 -
Mr Sandt' 30,000 - - - - - - - - 30,000 -
Sub-total 306,000 - - - 11,400 - - - - 317,400 -
Other key
manage-
ment
personal
None - - - - - - - - - - -
Sub-total - - - 3 - 3 - 3 3 - -
Total 306,000 - - - 11,400 - - - - 317,400 -
Total
Share- perform-
Short-Term Post employment I;::'rg' based TOTAL ance
payments related
Salary Cash Non- Other Super- Retirement Termlnat— Incentive !
2014 fees * bonus monetar annuation benefits fon lans Options
Y benefits P
$ $ $ $ $ $ $ $ $ $ %
Directors
Mr Haiveta 60,000 - - - - - - - - 60,000 -
Mr Martino 120,000 - - - 11,100 - - - - 131,000 -
Mr Goldberg 120,000 - - - - - - - - 120,000 -
Mr Sandt 36,000 - - - - - - - - 36,000 -
Mr Tan 36,000 - - - - - - - - 36,000 -
Sub-total 372,000 - - - 11,100 - - - - 383,100 -
Other key
manage-
ment
personal
None - - - - - - - - - - -
Sub-total - - - 3 - 3 - 3 3 - -
Total 372,000 - - - 11,100 - - - - 383,100 -

' Mr Sandt resigned on 29 April 2015.

2 Mr Haiveta, Martino resigned on 14 February 2014.

* All directors’ fees were paid to the Directors’ related entities, except for Mr Martino.
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19. Key Management Personnel Disclosures (continued)

2015 2014

$ $

Short-term employee benefit 306,000 372,000
Post employment benefit 11,400 11,100
Termination benefits - -
Other long-term benefits - -
Share-based payments - -
317,400 383,100

(b) Equity instruments disclosures relating to key management personnel
(i) Options provided as remuneration and shares issued on exercise of such options

No options were provided to key management personnel as remuneration during the current or previous year.

(i) Shares issued on exercise of compensation options

No shares issued on exercise of compensation options for the current or previous year.

(iii) Option holdings

Details of options held directly, indirectly or beneficially by key management personnel and their related parties
during the year ended 30 June 2015 are as follows:

Total Vested
Company Opening Granted Options Net Change Closing | and Exercisable|Unvested as
Directors and Related Balance as Remuneration| Acquired Other' Balance as at Year End | at Year End
Parties $ $ $ $ $ $ $
Mr Martino 2015 g - - - - - -
2014 . - - - - - -
Mr Goldberg 2015 g - - - - - -
2014 . - - - - - -
Mr Tan 2015 - - - - - - -
2014 437,500 - - (437,500) - R .
Mr Sandt * 2015 1 - - - - . .
2014 250,000 - - (250,000) - - -
Mr Haiveta ° 2014 . - - - - - .

! During the financial year, these options have lapsed.
2 Resigned on 29 April 2015.
3 Resigned on 14 February 2014.

The Company has held General Meetings for shareholders to approve a fully underwritten Option Placement of
30 million options to be issued at 5 cents each, exercisable 18 months after the date of issue and with an exercise
price of 20 cents per option. This will raise $1.5 million in working capital. Directors will not be granted options
under the Option Placement. This Option Placement remains outstanding. Mr Martino’s son’s company,
Minimum Risk Pty Ltd has fully underwritten the Option Placement and may take options in its capacity as
underwriter, should the Option Placement not be fully subscribed. In addition, Minimum Risk Pty Ltd will receive 1
million options at a nil issue price, but otherwise on the same terms as the Option Placement as part
consideration for the underwriting.
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19. Key Management Personnel Disclosures (continued)

(iv) Shareholdings

The number of shares in the Company held by directors or other key management personnel of the Company,
including their associated entities at the end of the financial year as follows:

Received During
Opening Year on Exercise | Net Change Closing
Balance of Options Other Balance
Company Directors and Associated Entities $ $ $ $
Mr Martino 2015 11,250,000 - - 11,250,000
2014 11,250,000 - - 11,250,000
Mr Goldberg 2015 11,250,000 - - 11,250,000
2014 11,250,000 - - 11,250,000
Mr Tan 2015 423,190 - - 423,190
2014 423,190 - - 423,190
Mr Sandt ' 2015 1,694,637 - - 1,694,637
2014 1,694,637 - - 1,694,637
Mr Haiveta * 2015 n/a n/a n/a n/a
2014 11,250,000 - - 11,250,000

'Mr Sandt resigned on 29 April 2015. His shareholding for the 2015 financial year is the number held as at that date.
*Mr Haiveta resigned on 14 February 2014. His shareholding for the 2014 financial year is the number held as at that date.

(c) Material contracts

On 20 August 2013 the Company entered in to an Underwriting Agreement with Minimum Risk Pty Ltd (as
amended), a company owned by Domenic Martino’s son. The underwriting fee comprises 5% of $1.5 million
(being the amount sought under the option placement totalling $75,000) plus the issue of 1 million options to
Minimum Risk Pty Ltd (on the same terms as the options issued under the option placement, except that no
payment is to be made by Minimum Risk Pty Ltd). The Underwriting Agreement is on arm’s length terms.

(d) Loans to Directors

There were no loans made to the Directors of the Company, including their related parties during the financial

year.

(e) Other transactions with key management personnel including their related parties

The Company has paid $204,488 (2014: $134,766) inclusive of GST during the year for company secretarial,
accounting, office rental and administration services to Transaction Services Pty Ltd. A total of Nil (2014:
$50,537) inclusive of GST remains due and payable at year end.
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20. Commitments and Contingent Liabilities

21.

22,

23.

The Group’s commitments in respect of its oil and gas licences as at 30 June 2015 were as follows:

PPL Date Granted Commitments

To November 2014 To November 2016
366 29 November 2010 USD 1 million USD 15 million
367 29 November 2010 USD 1 million USD 15 million
356 29 November 2010 USD 1 million USD 15 million
357 29 November 2010 USD 1 million USD 15 million
358 21 November 2010 USD 1 million USD 25 million

It should be noted that the Company has not met commitments to November 2014 but applied for variations to the
licences. In July 2014, CSP (PNG) applied for variations to its licences, essentially reducing the licence
commitments to USD 150,000 for each licence except in respect of PPL 358 for which a reduction to USD
200,000 has been requested. The Group awaits correspondence from the Papua New Guinean Department of
Petroleum and Energy in this regard. An impairment provision has been raised in the Group accounts as a result
of the uncertainty surrounding the veracity of the exploration licences held by CSP (PNG) and their commitments.

Should the variations be granted, commitments may change as noted below or as a result of work carried out. For
example, if the Company is not satisfied with exploration results, it may choose to relinquish all or part of a PPL
and focus its efforts and funds on the other PPLs.

There are nil contingent liabilities for the Group as at 30 June 2015 (2014: Nil).

Subsequent Events

There are no significant events after balance date likely, in the opinion of the Directors of the Group, to affect
significantly the operations of the Group, the results of those operations, or the state of affairs of the Group in
future financial years except as follows:

The Company has announced a placement for $200,000, comprising of 4,000,000 shares issued at $0.05 per
share with a free option for every two shares (2,000,000 options). The options will be unlisted and have an
exercise price of $0.05 and an expiry date three years from the date of issue. The Company will issue a further
2,000,000 options, exercisable at $0.05 and with an expiry date three years from issue, as a placement fee.

Dividend

No dividend has been paid during the year and no dividend is recommended for the year.

Remuneration of Auditors

2015 2014
$ $
Current year
Auditors of the Company — Pitcher Partners
Corporate & Audit (WA) Pty Ltd and its
associated Pitcher Partners (WA) Pty Ltd
Remuneration for audit and review of the financial
report 32,800 52,500
Remuneration for other services - taxation 7,200 23,000
40,000 75,500
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24. Parent Entity Information

South Pacific Resources Limited is the legal parent entity of the consolidated group. The following information is
provided for the Company:

Financial position
2015 2014
$ $
Assets
Current assets 79,961 154,112
Non-current assets - 2,241,915
Total assets 79,961 2,396,027
Liabilities
Current liabilities 607,879 449,377
Non-current liabilities - -
Total liabilities 607,879 449,377
Equity
Issued capital 37,483,507 36,560,925
Option reserve 55,606 -
Retained earnings (38,067,031) (34,614,275)
Total equity (527,918) 1,946,650
Financial performance
Loss for the year (3,452,756) (667,683)
Other comprehensive income - -
Total comprehensive loss (3,452,756) (667,683)

Commitments and contingent liabilities of the
parent entity

There are nil commitments and contingent liabilities of the parent entity (2014: Nil).
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DIRECTORS’ DECLARATION

The Directors declare that the financial statements and notes set out on pages 23 to 51 are in
accordance with the Corporations Act 2001

a) Comply with Accounting Standards and the Corporations Regulations 2001, and other
mandatory professional reporting requirements;

b) As stated in Note 2(a) the financial statements also comply with International Financial
Reporting Standards; and

c) Give a true and fair view of the financial position of the Group at 30 June 2015 and of their
performance for the year ended on that date.

In the Directors’ opinion, there are reasonable grounds to believe that the Group will be able to pay its
debts as and when they become due and payable.

This declaration has been made after receiving the declarations required to be made by the Managing
Director and Company Secretary to the Directors in accordance with section 295A of the Corporations
Act 2001 for the year ended 30 June 2015.

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

On behalf of the Directors

Domenic Martino
Director
30" day of September 2015
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PITCHER PARTNERS

CORPORATE & AUDIT (WA) PTY LTD

Pitcher Partners is an association of Independent firms
Melbourne | Sydney | Perth ‘ Adelaide | Brisbane | Newcastle

AUDITOR'S INDEPENDENCE DECLARATION

To the Directors of South Pacific Resources Limited

In relation to the independent audit of South Pacific Resources Limited and its controlled entities for the
year ended 30 June 2015, to the best of my knowledge and belief there have been:

(i) No contraventions of the auditor independence requirements of the Corporations Act 2001; and

(ii) No contraventions of any applicable code of professional conduct.

'-Rf:(l\w /'\%r'l'mrc Corarcbr. ot PAE C@ Py c&d

PITCHER PARTNERS CORPORATE & AUDIT (WA) PTY LTD
@r\ W

PAUL MULLIGAN
Executive Director
Perth, 30 September 2015
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INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF
SOUTH PACIFIC RESOURCES LIMITED

Report on the Financial Report

We have audited the accompanying financial report of South Pacific Resources Limited and controlled
entities, which comprises the consolidated statement of financial position as at 30 June 2015, the
consolidated statement of comprehensive income, consolidated statement of changes in equity and
consolidated statement of cash flows for the year then ended, notes comprising a summary of significant
accounting policies and other explanatory information, and the directors’ declaration of the consolidated
entity comprising the company and the entities it controlled at the year's end or from time to time during
the financial year.

Directors’ Responsibility for the Financial Report

The directors of the company are responsible for the preparation of the financial report that gives a true
and fair view in accordance with Australian Accounting Standards and the Corporations Act 2001 and for
such internal control as the directors determine is necessary to enable the preparation of the financial
report that gives a true and fair view and is free from material misstatement, whether due to fraud or
error. In Note 2, the directors also state, in accordance with Accounting Standard AASB 101 Presentation of
Financial Statements, that the financial statements comply with International Financial Reporting
Standards.

Auditor's Responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We conducted our
audit in accordance with Australian Auditing Standards. Those standards require that we comply with
relevant ethical requirements relating to audit engagements and plan and perform the audit to obtain
reasonable assurance about whether the financial report is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial report. The procedures selected depend on the auditor's judgement, including the assessment of
the risks of material misstatement of the financial report, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the company’s preparation of the
financial report that gives a true and fair view 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 company's
internal control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as well as evaluating the overall
presentation of the financial report.

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

Independence

In conducting our audit, we have complied with the independence requirements of the Corporations Act
2001.
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INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF
SOUTH PACIFIC RESOURCES LIMITED

Opinion

In our opinion:

(a) the consolidated financial report of South Pacific Resources Limited is in accordance with the
Corporations Act 2001, including:

(i) giving a true and fair view of the consolidated entity's financial position as at 30 June 2015 and
of its performance for the year ended on that date; and

(ii) complying with Australian Accounting Standards and the Corporations Regulations 2001; and

(b)  the consolidated financial report also complies with International Financial Reporting Standards as
disclosed in Note 2.

Emphasis of Matter

Without further modifying our opinion, we draw attention to Note 3 (o) to the consolidated financial report
which indicates that the consolidated entity incurred a net loss of $1,566,672 during the year ended 30
June 2015, and as of that date, the consolidated entity net current liabilities of $1,096,116 and negative net
equity of $1,096,116. These conditions, along with other matters as set forth in Note 3 (o), indicate the
existence of a material uncertainty that may cast significant doubt about the consolidated entity’s ability to
continue as a going concern and therefore the consolidated entity may be unable to realise its assets and
discharge its liabilities in the normal course of business.

Report on the Remuneration Report

We have audited the Remuneration Report included in pages 7 to 11 of the directors' report for the year
ended 30 June 2015. The directors of the company are responsible for the preparation and presentation of
the Remuneration Report in accordance with section 300A of the Corporations Act 2001. Our responsibility
is to express an opinion on the Remuneration Report, based on our audit conducted in accordance with
Australian Auditing Standards.

Opinion

In our opinion, the Remuneration Report of South Pacific Resources Limited for the year ended 30 June
2015, complies with section 300A of the Corporations Act 2001.

"RELL\N /‘Q'F"mr'; Coraxcbe. ot At (w:b ?&d (ed
PITCHER PARTNERS CORPORATE & AUDIT (WA) PTY LTD

PAUL MULLIGAN
Executive Director
Perth, 30 September 2015
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STOCK EXCHANGE INFORMATION

Additional information required by Australian Securities Exchange Limited and not shown elsewhere in this Annual Report
is as follows. The information is as at 18 September 2015.

NUMBER OF HOLDERS OF EQUITY SECURITIES

ORDINARY SHAREHOLDERS

There are 134,032,766 fully paid ordinary shares on issue, held by 602 individual shareholders. Each member entitled to
vote may vote in person or by proxy or by attorney and on a show of hands every person who is a member or a
representative or a proxy of a member shall have one vote and on a poll every member present in person or by proxy or
attorney or other authorised representative shall have one vote for each share held.

TWENTY LARGEST SHAREHOLDERS (AS AT 18 September 2015)

Fully Paid Ordinary

Ordinary Shareholders Number Percentage
HSBC Custody Nominees (Australia) Limited 28,775,686 21.47
JP Morgan Nominees Australia Limited 14,839,009 11.07
Cedrus Investments Ltd 11,250,000 8.39
Lightglow Enterprises Pty Ltd <The Paloma Investments A/c> 11,250,000 8.39
Adelaide PNG Investments 5,250,000 3.92
BBY Nominees Limited 4,675,838 3.49
HSBC Custody Nominees (Australia) Limited — A/C 3 4,483,000 3.35
Roadhound Electronics Pty Ltd 2,533,668 1.89
Adelaide PNG Investments 2,500,000 1.86
Mr Andrew Lloyd White <The White Family No 2 A/C> 2,099,999 1.57
RBJ Enterprises Pty Ltd 2,000,000 1.49
Carmant Pty Ltd <Carmant Super Fund> 1,558,075 1.16
Mr Julian Lionel Sandt 1,500,000 112
Slade Technologies Pty Ltd 1,482,806 1.11
Real Gold Pty Ltd 1,452,738 1.08
Louisa Martino 1,250,000 0.93
Australian Executor Trustees Limited 1,235,205 0.92
Straight Investment S A 1,133,269 0.85
Innovation Marketing & Finance Pty Ltd 991,843 0.74
HSBC Custody Nominees (Australia) Limited <Euroclear Bank
SA NV Alc> 930,000 0.69
101,292,444 75.57
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STOCK EXCHANGE INFORMATION

VOTING RIGHTS

Subject to any rights or restrictions for the time being attached to any class or classes (at present there are none) at
general meetings of shareholders or classes of shareholders:

(a) each shareholder entitled to vote, may vote in person or by proxy, attorney or representative;

(b) on a show of hands, every person present who is a shareholder or a proxy, attorney or representative of a
shareholder has one vote; and

(c) on a poll, every person present who is a shareholder or a proxy, attorney or representative of a shareholder shall, in
respect of each fully paid share held, or in respect of which he/she has appointed a proxy, attorney or representative,
have one vote for the share, but in respect of partly paid shares shall have a fraction of a vote equivalent to the
proportion which the amount paid up bears to the total issue price for the share.

HOLDERS OF NON-MARKETABLE PARCELS

There are 294 shareholders who hold less than a marketable parcel of shares.

DISTRIBUTION OF SHARE HOLDERS (AS AT 18 September 2015)

Number of Number of

Holders Shares

1 to 1,000 89 40,908

1,001 to 5,000 161 443,355
5,001 to 10,000 100 868,804
10,001 to 100,000 144 5,366,224
100,001 and over 108 127,313,475

602 134,032,766

OPTIONS

As at 18 September 2015 the following unlisted options were on issue:

e 5,383,332 unlisted options with an exercise price of $0.20 and an
expiry date of 25 February 2016

* 1,333,333 unlisted options with an exercise price of $0.20 and an
expiry date of 19 July 2016

e 4,500,000 unlisted options with an exercise price of $0.20 and an
expiry date of 19 August 2016

e 7,500,000 unlisted options with an exercise price of $0.075 and an
expiry date of 19 February 2018

e 2,307,692 unlisted options with an exercise price of $0.20 and an
expiry date of 21 November 2016

¢ 150,000 unlisted options with an exercise price of $0.20 and an
expiry date of 25 November 2016

SUBSTANTIAL SHAREHOLDERS

As at report date, there are 5 shareholders recorded in the Register as Substantial Shareholders.
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SHARE BUY-BACKS

There is no current on-market buy-back scheme.

RESTRICTED SECURITIES

There are no restricted securities at 18 September 2015.

OTHER INFORMATION

South Pacific Resources Limited, incorporated and domiciled in Australia, is a public listed Company limited by shares.
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