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Directors’ Report

The directors present their report with the consolidated financial report of Orpheus Energy
Limited (“the Company”) for the half year ended 31 December 2015 and the auditor's
review report thereon.

Directors
The names of the Directors who held office during or since the end of the half year are:

Mr Wayne Mitchell, Executive Chairman and Managing Director
Mr David Smith, Executive Director

Mr Wesley Harder, Director and Exploration Manager

Mr Mike Rhodes, Non-Executive Director

Mr David Smith, Company Secretary
Review of Operating Activities

e Recovering outstanding money owed to Orpheus by Mr Nugroho Suksmanto and PT
Mega Coal

e Recapitalising Orpheus through the recovery of an outstanding debt to Orpheus of ~§7
million

e Progressing the proposed acquisition of a profitable software services company

o Continuing the company’s aggressive cost reduction program

Operating Results

The net loss of the consolidated entity for the half year was $109,125 (2014:
corresponding period a loss of $9,784,156).

Update on recovery of outstanding debts to Orpheus

As announced on Thursday 30 July 2015, Orpheus executed a Settlement Agreement with
Nugroho Suksmanto which allowed for a revised total amount of 70 billion Rupiah
(~AUD$7M) to be paid in monthly instalments, all covered by Post-dated cheques.

As part of the settlement agreement, Orpheus negotiated for and was subsequently
provided with additional security from Suksmanto's family; in the form of a share pledge
equal to 10.5% of the equity in an Indonesian property development company, PT Abadi
Guna Papan (“AGP”). Among numerous developments, AGP owns the 28-storey office
building where Orpheus’s Jakarta office is located in the Mega Kuningan CBD area.

An independent valuation report on the AGP property portfolio was completed, valuing the
security held by Orpheus far in excess of the amount owed to Orpheus. As a result of the
execution of the settlement agreement, Orpheus withdrew the bankruptcy petition in the
Central Jakarta Commercial Court. However, the settlement agreement explicitly provided
for Orpheus to re-initiate legal action or arrange for the sale of the 10.5% equity in AGP,
should Suksmanto default on the repayments.

On 23 September 2015, Orpheus commenced negotiations with various parties to buy the
10.5% equity in AGP, due to Suksmanto’s breach of the Settlement Agreement as the
post-dated cheques he provided were not able to be honoured.
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Additionally, Orpheus engaged in discussions with a global real estate services firm
specializing in commercial property to arrange for the sale of the equity in AGP or the
underlying property assets themselves.

Suksmanto has since advised that he has also been negotiating to sell one of his other
properties for many months (separate to the properties owned by AGP), and if a sale
eventuates, Orpheus will be paid a large portion of the outstanding amount owed.

Notwithstanding this activity, Orpheus appointed a criminal lawyer in Jakarta in late 2015,
to take the appropriate next steps against Suksmanto, due to his ongoing failure to fulfil his
legal commitments. Accordingly, the required warning letters have been sent to
Suksmanto, and as no funds have been forthcoming, Orpheus has instructed its lawyers to
lodge a formal Police Report.

Acquisition update

Orpheus has also been focused on progressing its strategy of the acquisition of a
profitable software services company.

The software services company has completed the update of its audit process and other
accounting related procedures for moving to the ASX. A formal due diligence process,
required for the acquisition documentation and approvals, attended by Australian and
Indian lawyers, auditors and accountants acting for both Orpheus and the software
services company is underway. Post balance date Orpheus announced that it had signed
a binding Share Purchase Agreement which will be subject to final due diligence, Board

approval and any regulatory approvals.

As the nature of Orpheus's business will change if the acquisition completes, Orpheus has
received confirmation from the ASX that it must seek shareholder approval under Listing
Rule 11.1.2 for the proposed change to the nature of its activities and re-comply with
Chapters 1 and 2 of the Listing Rules.

Full details of the proposed transaction will then be shared with all Orpheus shareholders
in an ASX announcement.

Cost Reduction Program

As announced in the Annual Report, and continuing over the last half, Orpheus has
implemented its ongoing costs reduction strategy to reduce the Company’'s monthly
administration expenses with measures including:

> As part of the Heads of Agreement, from 3 August 2015, all Orpheus Directors and
the CFO agreed to vary their service contracts such that no further remuneration
other than minimum statutory remuneration (eg Superannuation) would be payable
going forward

> Indonesian staff numbers have been reduced to only two individuals, both of
whom will be made redundant once funds are received from Indonesia to pay for
the redundancy entitlements.

> Surrendering of the Company’s Sydney office lease and relocation into a low cost-
effective serviced office arrangement.

> Cessation of all administration costs other than those required to maintain the
company’s listing (eg ASX listing costs, Share Registry costs, annual audit fees).
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Directors’ Loans

To continue providing working capital cover for the company during the period of the
Indonesian Assets Sales and acquisition process, and to avoid any shareholder dilution by
raising capital, Directors Mitchell and Smith have continued to provide unsecured loans to
the company. Consequently, as at 31 December 2015, the total Directors’ loans
outstanding are $618,650, including the applicable discounted interest. A further $20,000
in unsecured loans from Directors Mitchell and Smith have been made post reporting date.

Shares and Options

No shares or options were issued during the reporting period.
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Auditor’s Independence Declaration

The lead auditor under Section 307C of the Corporations Act 2001 is set out on page 6 for
the half-year ended 31 December 2015.

This directors’ report is signed in accordance with a resolution of the Board of Directors.
/)
e

Wayne Mitchell, Executive Chairman
Date: 4 March 2016
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME
FOR THE HALF YEAR ENDED 31 DECEMBER 2015

Consolidated

31 Dec 2015 31 Dec 2014

$ = $
Revenue
Other revenue 309,028 821,321
Expenses
Administration expenses (7,641) (18,830)
Consultancy and professional fees (47,787) (140,890)
Employment and related costs 30,745 (560,799)
Insurance expenses (12,160) (18,919)
Legal expenses (176,452) (47,823)
Depreciation and amortisation expense (10,265) (16,852)
Marketing and promotion expenses - (8,063)
Finance costs (3,795) (157,887)
Lease rental expenses and occupation costs (36,102) (82,030)
Compliance costs (30,194) (42,494)
Travel and accommodation costs (8,460) (23,924)
Share-based payments - (12,413)
Provision for impairment of debtors (103,859) (9,461,463)
Loss on disposal of fixed assets (10,075) (13,090)
Unrealised foreign exchange losses (2,108) -
Loss before income tax (109,125) (9,784,156)
Income tax expense - -
Loss for the period (109,125) (9,784,156)
Loss attributable to:
- Members of the parent entity (109,104) (9,783,928)
- Non-controlling interests (21) (228)

(109,125) (9,784,156)
Other comprehensive income
Items that may be reclassified to profit or loss
Exchange differences on translation of foreign controlled entities (212,411) 105,906
Total comprehensive income for the period (321,536) (9,678,250)
Total comprehensive income for the period attributable to:
- Members of the parent entity (321,133) (9,677,320)
- Non-controlling interests (403) (930)

(321,536) (9,678,250)
Basic and diluted loss per share (cents) (0.06) (6.30)

The accompanying notes form part of these financial statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2015

Consolidated

31 Dec 2015 30 June 2015
$ $

ASSETS
CURRENT ASSETS
Cash and cash equivalents 10,154 5,610
Trade and other receivables 4 54,928 63,259
TOTAL CURRENT ASSETS 65,082 68,869
NON-CURRENT ASSETS
Property, plant and equipment 5,327 30,130
Security deposits and bonds - 74,519
TOTAL NON-CURRENT ASSETS 5,327 104,649
TOTAL ASSETS 70,409 173,518
LIABILITIES
CURRENT LIABILITIES
Trade and other payables 1,492,342 1,231,461
Current tax liabilities 806,124 789,279
Employee provisions 7,508 172,073
Borrowings 5 618,650 513,384
TOTAL CURRENT LIABILITIES 2,924,624 2,706,197
TOTAL LIABILITIES 2,924,624 2,706,197
NET ASSETS (2,854,215) (2,532,679)
EQUITY
Issued capital 6 31,478,839 31,478,839
Reserves 332,642 544,671
Accumulated losses (34,659,369) (34,550,265)
Parent entity interest (2,847,888) (2,526,755)
Non-controlling interests (6,327) (5,924)
TOTAL EQUITY (2,854,215) (2,532,679)

The accompanying notes form part of these financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE HALF YEAR ENDED 31 DECEMBER 2015

Consolidated

31 Dec 2015 31 Dec 2014
$ $

Cash flows from operating activities

Other income received 14,366 24,186
Payments to suppliers and employees (190,834) (921,583)
Interest received 476 1,070
Interest paid (529) (165)
Net cash (used in) operating activities (176,520) (896,492)

Cash flows from investing activities

Disposal of plant and equipment 4,545 -
Proceeds from sale of subsidiaries - 302,542
Deposits refunded 74,519 -
Deposits and advances paid - (19,847)
Net cash provided by investing activities 79,064 282,695

Cash flows from financing activities

Proceeds from borrowings 102,000 287,535
Repayment of borrowings - (40,035)
Net cash provided by financing activities 102,000 247,500
Net increase/(decrease) in cash and cash equivalents 4,545 (366,297)
Cash and cash equivalents at beginning of period 5,610 409,693
Cash and cash equivalents at end of period 10,154 43,396

The accompanying notes form part of these financial statements.
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Directors’ Declaration

In accordance with a resolution of the directors of Orpheus Energy Limited, the directors of the company declare that:
The financial statements and notes, as set out on pages 7 to 14, are in accordance with the Corporations Act 2001,
including:

a. complying with Accounting Standard AASB 134: Interim Financial Reporting; and

b. giving a true and fair view of the consolidated entity's financial position as at 31 December 2015 and of its
performance for the half-year ended on that date.

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

i

Wayne Mitchell, Executive Chairman
Date: 4 March 2016
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