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Pawnee

Energy Limited
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. Company Announcements
ASX Limited
Electronic Lodgement,

ANNOUNCEMENT TO AUSTRALIAN SECURITIES EXCHANGE
FROM PAWNEE ENERGY LIMITED (FORMERLY ISLAND $KY AUSTRALIA
LTD)

Appendix 4E
Preliminary final report for the period ending 31 December 2013

The following information is provided to ASX under listing rule 4.3A.

1. Reporting period

a. Current Period: 12 months ended 31 December 2013
h., Prior Period: 12 months ended 31 December 2012
2. Results for announcement to the market
Item Change % 31
‘ December
$ Change 2013
Revenue — excluding 2.1 No Not Not Not
interest received change Applicable Applicable Applicable-
(continued operations)
Profit/{Loss) after tax 2.2 down 3,313,782 117.36% (490,199)
attributable to members
Net Profit/(Loss) 2.3 down 3,313,782 117.36% (490,199)
attributable to members
Dividend 2.4 The Board is not proposing any dividend for the 2013 or
2012 financial year.

Registerad Office
Level 3, 100 Pirie Street, Adelaide 5A 5000
t +61 88232 2550 f +61 B 82322540
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The record date for 2.5
determining enfitlements
to the dividend

N/A

Explanatory information 2.6

Please see comments below together with the attached
Preliminary Financial Report 2013 for an explanation of the
figures in 2.1 to 2.4

2.7 Net tangible assets per security

Nurmber of securities

Net tangible assets per security

31 December 2013 31 December 2012
371,412,496 285,701,996
$0.0016 $0.0023

The 2013 financial results report 2 loss of $490,199. This is a significant change from
previous results reported and can be attributed to the prior period including a one off gain
from the sale of its subsidiary (Island Sky Corporation) and the deconsolidation of that

entity from the Group.

AUDIT STATUS

The Preliminary Final Report 2013 is based upon unaudited accounts that have been
prepared by management. The annual audit has not been finalised.

Yours faithfully

Neville Martin
Director

Page | 2
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Pawnee Energy Limited
ABN 73 122 948 805

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME FOR THE YEAR
ENDED 31 DECEMBER 2013

Note
2013 2012
$ B

Other income 2 63,576 29219
Occeopancy 2 - {27,923)
Administration 2 (116,985) (66,778)
Professional fees 2 (219.632) {140,504) ‘
Other expenses 2 (216.811) (12,971)
Impairment in investment in associate 2 - {116,800}
Finance costs 2 (347) (496)
{Loss) before income tax (490,199) {336,253)
Income tax expense 4 - -
{Loss) for the year fram continuing operations (490,199) (336,253)
{Loss) / Profit from discontinued operation 3 - 3,159,836
(Loss} / Profit for the year (490,199) 2'823'59.3 "
Other comprehenstve income
ltems that may subsequently be reclassified lo profit or
loss;
Foreign Currency Translation Adjustment (loss) - (5,989)
Total comprehensive loss for the year (490,199) 2,817,594
Profit attributable to:

Members of the company (490,199) 2,823,583
Total comprehensive income attributable to members of
the company.

Continuing operations {(490,199) (342,242}

Discontinuing cperations - 3,159,836

(490,199) 2,817,594

Earnings per share for loss from continuing operations aftributable to
the ordinary equity holders of the company:
Basic earnings per share from continuing operations (cents per share) 7 (0.163) (0.118)
Diluted earnings per share from continuing operations {(cents per share) 7 (0.163) (0.118)
Earnings per share for loss from discontinued operations attributable
to the ordinary equity holders of the company:
Basic earnings per share from discontinued operations {cents per share) 7 - 1.108
Diluted earnings per share from discontinued operations (cents per share) 7 - 1.106

The accompanying notes form part of these financial statements,
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Pawnee Energy Limited
ABN 73 122 948 805

STATEMENT OF FINANCIAL POSITION AS AT 31 DECEMBER 2013

Note
2013 2012
$ $
ASSETS
CURRENT ASSETS
Cash and cash equivalents 9 35013 43,888
Trade and other receivables 10 1,021,220 3,274
TOTAL CURRENT ASSETS 1,066,233 47,162
NON-CURRENT ASSETS
Trade and other receivables 10 - 954,804
Investment in associate 11 - -
TOTAL NON-CURRENT ASSETS - 954,804
TOTAL ASSETS 1,066,233 1,001,966
CURRENT LIABILITIES
Trade and other payablas 13 445,978 325,483
TOTAL CURRENT LIABILITIES 445 978 325,483
TOTAL LIABILITIES 445,978 325,483
NET ASSETS 610,255 676,483
EQUITY
Issued capital 14 12,738,687 12,315,716
Reserves 15 82,626 82,626
Retained losses (12,212,058) {11,721,859)
TOTAL EQUITY N 610,255 _ 676,483

The accompanying nates form part of these financial statements.



B1882325611 T-170  POO03/0036 F-831

28-02-"14 16:02 FROM- Adelaide Equity

Pawnee Energy Limited
ABN 73 122 948 805

STATEMENT QF CHANGES IN EQUITY FOR THE YEAR ENDED 31 DECEMBER 2013

Share Foreign Share Retained Total
Capital aurrency Based Losses
Ordinary translation Payment
reserve  Reserve
Note $ $ $ $ $
Balance at 1 January 2012 14,443,739 (1,149,355) §2,626 (14,545,442) (1,163,432)
De-recognition of foreign currency
transtation reserve upon sale of - 1,166,344 - - 1,155344
subsidiary
Sale of subsidiary previously
accounted for as a reverse (2,133,023) - - - {2133,023)
acqLisition
Total comprehensive income for the - (5,980) - 2,823,583 2,817,504
year
Balance at 31 December 2012 12,315,716 - §2,626 (11,721,859) 676,483
Shares issued during the year 14 423,971 - - - 423,971
Total comprehensive income for the - - - (490,199) (490,199)
year
Balance at 31 December 2013 12,739,687 - 82,626 (12,212,058) 610,255

The accompanying notes form part of these financial staterments.
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Pawnee Energy Limited
ABN 73 122 948 805

STATEMENT OF CASH FLOWS FCOR THE YEAR ENDED 31 DECEMBER 2013

Note
2013 2012
$ $
CASH FLOWS FROM OPERATING ACTIVITIES
Payments to suppliers and employees (70,740) (186,848)
Interest received 339 7,813
Finance costs - {1,385)
Net cash (used in) continuing operations (70.401) (180,420)
Net cash (used in) discontinued operations 5(c) - (149,443)
Net cash (used in) operating activities 17 {70,401) {320,863)
CASH FLOWS FROM INVESTING ACTIVITIES
Deposit paid for oil and gas licences in the USA {113,895) -
Proceeds from sale of subsidiaries, net of cash disposed 5(b) - 90,923
Net cash provided by continuing operations - 90,923
Net cash provided by discontinued operations a(c) - -
Net cash (used in)/provided by investing activities (113,885) 80,923
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issue of shares 175,421 -
Net cash provided by continuing operations 175,421 -
Net cash provided by discontinued operations - -
Net cash provided by financing activities 175,421 -
Net (decrease) in cash held {8,875) {238,940)
Cash at beginning of financial year 43,688 289,017
Effect of exchange rates on cash heldings in foreign
currencies - (8,189)
Cash at end of financial year 4] 35,013 43,888

The accompanying notes form part of these financial statements.
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Pawnee Energy Limited

ABN 73 122 948 805
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2013

NOTE 1: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

This financial report includes the financial statements and notes of Pawnee Energy Limited (formeriy |sland
Sky Australia Limited).

Basis of Preparation

The financial report is a general purpose financial report that has been prepared in accordance with
Australian  Accounting Standards, Australian  Accounfing Interpretations, other authoritative
pranouncements of Australian Accounting Standards Board and the Corporations Act 2001.

Australian Accounting Standards set out accounting policies that the AASE has concluded would resultin a
financial report containing relevant and reliable information about transactions, events and conditions to
which they apply. Complianee with Australian accounting Standards ensures that the financial statements
and notes also comply with International Financial Reporting Standards. Material accounting palicies
adopted in the preparation of this financial report are presented below. They have been consistently
applied unless otherwise stated. Pawnee Energy Limited is a for-profit company for the purpose of
preparing financial staternents.

The financial report has been prepared on an accruals basis and is based on historical costs, modified,
where applicable, by the measurement at fair value of selected non-current assels, financial assets and
financial liahilities.

Adoption of new and revised accounting standards

In the eurrent year, the company has adopted all of the new and revised Standards and Interpretations
issued by the Australian Accounting Standards Board that are relevant to its operations and effective for
the current annual reporiing period as shown below.

AASE 10 Consolidated Financial Statements, AASB 11 Joint Arrangements, AASR 12 Disclosure of
Interests in Other Entities, revised AASE 127 Separate Financial Statements, AASE 128 Investments in
Associates and Joint Vertures, AASB 2011-7 Amendments to Australian Accounting $tandards arising
from the Consolidation and Joint Arrangements Standards and AASB 2012-10 Amendments to Australian
Accounting Standards — Transition Guidance and Other Amendments (effective 1 January 2013)

When these standards were first adopted for the year ended 31 December 2013, there was no impact
on the transactions and balances recognised in the financial statements.

AASE 13 Fair Value Measurement and AASE 2011-8 Amendments to Australian Accounting Standards
arising from AASB 13 (effective 1 January 2013)

There was no impact on the amounts recognised in the financial statements but has added additional
dizclosures in relation assets and liabilities which are measured using fair values.

(iv) Revised AASB 119 Employee Benefits and AASB 2011-10 Amendments to Australian Accounting
Standards arising from AASE 119 (September 2011)

The company dogs not have any defined benefit plans. Therefore, these amendments had no impaet on
the company.
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Pawnee Energy Limited

ABN 73 122 948 805
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2013

NOTE 1: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES — CONT

Accounting Policies

Income Tax ]

The income tax expense (revenue) for the year comprises of current income tax expense (income) and deferred tax
expense (income).

Current income tax expense charges to the profit and loss is the tax payable on taxable income calculated using
applicable income tax rates enacted, or substantially enacted, as at reporting date. Current tax lizbilities (assets)
are therefore measured at the amounts expected to be paid to (recovered from) the relevant taxation authority.

Deferred income tax expense reflects movements in deferred tax asset and deferred tax liability balances during
the year as well as unused tax losses.

Current and deferred income tax expense (income) is charged or credited directly to equity instead of the profit or
loss when the tax relates to ifems that are credited or charged directly to equity.

Deferred tax assets and liabilities are ascertained based on temporary differences arising between the bases of
assets and liabilities and their carrying amounts in the financial staterments. Deferred tax assets also result where
amounts have been fully expensed but future tax deductions are available. No deferred income tax will be
recognised fram the initial recognition of an asset or liability, exeluding a business combination, where there is no
effect on accounting or taxable profit or lass.

Deferred tax assets and liahilities are calculated at the tax rates that are expected to apply to the perlod when the
asset is realised or the liability is settled, based on tax rates enacted or substantively enacted at reporting date.
Their measurement also reflects the manner in which management expects to recover or settle the carrying
amount of the related asset or liability,

Deferred fax assets relating to temporary differences and unused tax losses are recognised only to the extent that
it is probable that future taxable profit will be available against which the benefits of the deferred tax asset can be
utilised.

Where temporary differences exist in relation to investments in subsidiaries, branches, associates, and joint
ventures, defetred tax assets and liabilities are not recognised where the timing of the reversal of the temporary
difference can be controlled and it is not probable that the reversal will occur in the: foreseeable future.

Current tax azzele and liabilities are offset where a legally enforceanle right of sef-off exists, the deferred tax
assets and liabilities relate to income taxes levied by the same taxation authority on either the same taxable entity
or different taxable entities where it is intended that net settlement or simultaneous reafisation and settlement of
the respeclive asset and liability will occur in future periods in which significant amounts of deferred tax assets or
liabilities are expected to be recovered or settled.

Trade and other receivables

Trade receivables are recognised inifially at fair value and subsequently measured at amortised cost, less
provision far doubtful debts,

Gollectability of trade receivables is reviewed on an ongoing basis. Debts which are known to be uncollectible are
written off, A provision for doubtful receivables is established where there is objective evidence that the company
will not be able to collect all amounts due according ta the original terms of receivables.

Plant and Equipment

Each class of plant and equipment is carrfed at historical cost or fair value less, where applicable, any
accumulated depreciation and impairment losses. Historical cost includes expenditure that is directiy attributable
to the acquisition of the items.
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Pawnee Energy Limited

ABN 73 122 948 805
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2013

NOTE 1: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES - CONT
Plant and Equipment - cont

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits associated with the item will flow 10 the company and the
cost of the item can be measured reliably. All other repairs and maintenance are charged to the statement of profit
or loss and other comprehensive ingome during the finangial peried in which they are incurred.

Trade and Other Payables
These amounts represent liabilities for goods and services provided to the company prior to the period
end, which are unpaid. The amounts are unsecured and are usually paid within 30 days of recognition,

Financial Instruments
Recognition and Initial Measurement

Financial instruments, incorporating financial assets and financial liabilities, are recognised when the entity
becomes a parly to the contractual provisions of the instrument. Trade dale accounting is adopted for financial
assets that are delivered within timeframes established by marketplace convention.

Financial instruments are initially measured af fair value plus transaction costs where the instrument is not
classified as at fair value through profit and loss. Transactions costs related to instruments classified as at fair
value through profit and foss are expensed to profit or logs immediately. Financial instruments are classified and
measured as set out below.

Derecognition

Financial assets are derecognised where the contractual rights to receipt of cash flows expires or the asset is
iransferred to another parly whereby the entity no longer has any significant continuing involvement in the risks
and benefits, associated with the asset. Financial liabilities are derecognised where the related obligations are
either discharged, cancelled or expire. The difference between the carrying value of the financial liability
extinguished or transferred to another parly and the fair value of consideration patd, including the transfer of hon-
cash assets or liabilities assumed, is recognised in the statement of profit or loss and other cormprehensive
income.

Classification and Subsequent Measurement

)] Financial assets at fair value through profit or loss
Financial assets are classified at fair value through profit or loss when they are held for trading for the
purpose of short term profit taking, where they are derivatives not held for hedging purposes, or
designated as such to avoid an accounting mismatch or fo enable performance evaluation where a group
of financial assets is managed by key management personnel an & fair value basis in accordance with
documented risk management or investment strategy. Realised and unrealised gains and losses arising
from changes in fair value are included in profit or loss in the period in which they arise.

(ii) Loans Receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market and are subsequently measured at amortised cost using the effective
interest rate method.

(iii} Held-to-maturity investments
Held-to-maturity investments are non-derivative financial assets that have fixed maturities and fixed or
determinable payments, and it is the company’s intention to hold those investments to maturity. They are
subsequently measured at amortised cast using the effective interest rate method.

{iv} Available-for-sale financial assefs
Available-for-sale financial assets are non-derivative financial assets that are either designated as such
or that are not classified in any of the other categories. They comprise investments in the equity of other
entity where there is neither a fixed maturity nor fixed or determinahle payments.
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Pawnee Energy Limited
ABN 73 122 948 805

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2013

NOTE 1: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES — CONT

(v}  Financial Liabilities
Non-derivative financial liabilities (sxcluding financial guarantees) are subsequently measured at amortised
cost using the effective interest rate method.

(vi)  Fair Value
Fair value is determined based on the current bid prices for all quoted investments. Valuation techniques
are applied to determine the fair value for all unlisted securities, including recent arm'’s length transactions,
reference to similar instruments and oplion pricing models,

(vii) Impairment
At each reporting date, the company assesses whether there is objective evidence that a financial
instrument has been impaired. In the case of available-for-sale financial instruments, a prolonged decline
in the value of the instrument is considered o determine whether impairment has arisen. Impairment
losses are recognised in the statement of profit or loss and other comprehensive income.

Impairment of Non-financial Assets

At each reporting date, the company reviews the carrying values of its tangible and intangible assets to determine
whether there is any indication that those assets have been impaired. If such an indication exists, the recoverable
amount of the asset, being the higher of the asset's fair value less costs to sell and value in use, is compared to
the asset's carrying value, Any excess of the asset's carrying value over its recoverable amount is gxpensed to
the stalement of profit or loss and other comprehensive income.

Impairment testing is performed annually with intangible assets having an indefinite life.

Where it is not possible to estimate the recoverable amount of an individual asset, the company estimates the
recoverable amount of the cash generating unit to which the asset belongs.

Contributed Equity

Ordinary Shares are classified as equity with incremental costs directly atiributable to the issue of new shares and
options are shawn in equity as a deduction, net of tax, from the proceeds. Incremental costs directly attributable to
the issue of new shares or options far the acquisition of 2 business are included in the cost of the acquisition as
part of the purchase consideration,

Provisions

Provisions are recognised when the company has a legal or constructive obligafion, as a result of past events, for
which it is probable that an outflow of economic benefits will result and that outflow can be reliably measured.

Cash and Cash Equivalents
Cash and cash equivalents include cash on hand, deposits held at call with banks, cther short-term highly liquid
investments with original maturities of three months or less, and bank overdrafts.

Revenue

Revenue is measured at the fair value of the consideration received or receivable. Amounts disclosed as revenue
are net of returns, trade allowances and amounts collected on behalf of third parties.

Revenue from the sale of goods is recognised upon the delivery of goods to customers,

Inferest revenue is recognised on a proportional basis taking into account the interest rates applicable to the

financial assets.
Revenue from the rendering of a service is recognised upon the delivery of the service to the customers.
All revenue is stated net of the amount of goods and services tax (GST).

10
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Pawnee Energy Limited

ABN 73 122 948 805

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2013

NOTE 1: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES — CONT
Goods and Services Tax (GST)

Revenues, expenses and assets are recognised net of the amount of GST, except where the amount of GST
incurred is not recoverable from the Australian Tax Office. in these circumstances the GST is recognised as part
of the cost of acquisition of the asset or as part of an item of the expense. Recgivables and payables in the
statement of financial position are shown inclusive of GST.

Cash flows are presented in the statement of cash flows on a gross basis, except for the GST component of
investing and financing activities, which are disclosed as operating cash flows.

Comparative Figures

When required by aceounting standards comparative figures have been adjusted to conform to changes in
presentation for the current financial year.

Critical Accounting Estimates and Judgments

The Directors evaluate estimates and judgments incorporated into the financial report based on historical
knowledge and best available current information. Estimates assume a reasonable expectation of future events
and are based on current trends and economic data, abtained both externally and within the company.

Key Estimates — Impaimment

The company assesses impairment at each reporting date by evaluating conditions specific to the company that
may lead to impairment of assets. Where an impairment trigger exists, the recoverable amount of the asset is
determined. Value-in-use calculations performed in assessing recoverable amounts incorporate a number of key
estimates.

Earnings per Share

(i) Basic Earnings per Share

Basic earnings per share is calculated by dividing the profit attributable to equity holders of the company
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,

(i) Diluted Earnings per Shara

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

Associates and Joint Ventures

Associates are those entities over which the Company is able to exert significant influence but which are neither
subsidiaries nar joint verdures. Investments in associates are initially recognised at cost and subsequentiy
accounted for using the equily method. Any goodwill or fair value adjustment atiributable to the Company's share
in the associate is not recognised separately and is included in the amount recognised as investment in
associates.

The carrying amount of the investments in associates is increased or decreased to recognise the Company's
share of the profit or logs and other comprehensive income of the associate, adjusted where necessary to ensure

consistency with the accounting policies of the Company.

11
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Pawnee Energy Limited
ABN 73 122 948 805

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2013

NOTE 1: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES — GONT

Unrealised gains and losses on transactions between the Company and its associates and joint ventures are
eliminated to the extent of the Company's interest in those entilies. Where urirealised losses are eliminated, the
underlying asset is also tested for impairmant.

Functional and presentation currency translation

The financtal statements are presented in Australian dollars (AUD), which is also the funclional currency of the
company.

Foreign currency transactions and balances

Foreign exchange gains and losses resulting from the seftlement of such trangactions and from the re-
measurement of monetary items at year end exchange rates are recognised in profit or loss.

Non-monetary items are not retranslated at year-end and are measured at historical cost (translated using the
exchange rates at the date of the transaction), except for non-manetary items measured at fair value which are
franslated using the exchange rates at the date when fair value was determined.

Loss from discontinued operations

A discontinued operation is a component of the entity that either has been disposed of, or is classified as held for
sale, and represents a separate major line of business or geographical area of operations;

- Is part of a single co-ardinated plan to dispose of a separate major line of business or geographical area of
operations; or
- Is a subsidiary acquired exclusively with a view to resale

Profit or loss from discontinued operations in the prior year relate to all operations that have been discontinued by
the reporting date for the latest period presented.

Standards, amendments and interpretations to existing standards that are not yet effective and have not
heen adopted early by the company:

The accounting standards that have not been early adopted for the year ended 31 December 2013, but will be
applicable to the company in future reporling periods, are detailed below. Apart from these standards, other
accounting standards that will be applicable in fulure periods have been reviewed, however they have been
congidered to be insignificant to the company.

At the date of authorisation of these financial statements, certain new standards, amendments and interpretations
to existing standards have been published but are not yet effective, and have not been adopted early by the
company.

12
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Pawnee Energy Limited
ABN 73 122 948 806

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2013

NOTE 1: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES — CONT

Management anticipates that all of the relevant pranouncements will be adopted in the company's accounting
policies for the first period beginning after the effective date of the pronouncement. Information on new
standards, amendments and interpretations that are expected to be relevant to the company's financial
statements is provided below.

Cerlain other new standards and interpretations have been issued but are not expected to have a material
impact on the company's financial statements.

{iy AASB 9 Financial (nstruments, AASB 2008-11 Amendments fo Auslralian Accounting Standards arising
from AASB 9, AASB 2010-7 Amendments to Australian Accounting Standards arising from AASB 9 (December
2010) and AASB 2012-6 Amendments to Australian Accounting Standards — Mandatary Effective Date of
AASE 8 and Transition Disclosures (effective from 1 January 2018)

AASB 9 introduces 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. The main changes are:

* Financial assets that are debt instruments will be classified based on (1) the objective of the entity's
business model for managing the financial assets; and (2) the characteristics of the contractual cash
flows.

»  Allows an irrevocable election on initial recognition to present gains and losses on investments in equity
instruments that are not held for trading in other comprehensive income (instead of in profit or loss).

«  Dividends in respect of these investments that are a return on investment can be recognised in profit or
loss and there is no impairment or recycling on disposal of the instrument.

- Financial assels can be designated and measured at fair value through profit or loss at initial recognition if
doing so eliminates or significantly reduces & measurement or recognition inconsistency that would arise
from measuring assets or liabililies, or recognising the gains and losses on them, on different bases.

»  Where the fair value option is used for financiaf liabilities the change in fair value is to be accounted for as

follows;
The change atfributable to changes in credit risk are presented in other comprehensive income (OC1) and
the remaining change is presented in profit or loss.

There will be no impact on the Gompany's accounting for financial assets or liabiliies, as the new
raquirements only affect the accounting for financial liabilities that are designated at fair value through profit or
loss and the Company does not have any such liabilities, The de-recognition rules have been transferred from
AASB 139

Financial Instruments: Recognition and Measurement and have not been changed. The Company has not yet
decided when to adopt AASE 9.

AASE 2011-4 Amendments fo Australian Accounting Standards to Remove Individual Key Management
Personnel Disclosure Requirements

The Standard amends AASE 124 Related Party Disclosures to remave the individual key management personnel
(KMP) disclosures required by Australian specific paragraphs. This amendment reflects the AASHE's view that
these disclosures are more in the nature of governance disclosures that are better dealt within the legislation,
rather than by the accounting standards. When these amendments are first adopted for the year ending 31
December 2014, they are unlikely to have any significant impact on the Company.

13
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Pawnee Energy Limited

ABN 73 122 948 805
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2013

NOTE 1: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES — CONT

AASE 2012-3 Amendments to Australian Accounting Standards — Offsefting Financial Assets and Financial
Liabilities

AASB 2012-3 adds application guidance to AASB 132 fo address inconsistencies identified in applying some of
the offsetting criteria of AASB 132, including clarifying the meaning of "currently has a legally enforceable right of
set-off' and that some grozs settlement systems may be considered equivalent fo net settlement. When AASB
2012-3 iz first adopted for the year ended 31 December 2014, there will be no impact on the Company as this
standard merely clarifies existing requirements in AASB 132

(viii} Recoverable Amount Disclosures for Non-Financial Assets (Amendments to AASE 136)
These narrow-scope amendments address disclosure of information about the recoverable amount of impaired
assets if that amount is based on fair value less costs of disposal. When these amendments are adopted for the

first ime on 1 January 2014, they are unlikely to have any significant impact on the Company given fhat they are
largely of the nature of clarification of exisling requirements,

NOTE 2: (LOSS) FOR THE PERIOD FROM CONTINUING OPERATIONS

2013 2012
$ $
The following revenue and expense items are relevant
in explaining the financial performance for the annual
period frorn continuing operations:
Othar income
Interest from Bank deposits 339 21094
Interest from long term receivable 63,237 26,349
Other . - 676
Total interest revenue 63,576 29,219
— Bank charges and fees 347 486
Total finance costs - 347 498
— Ceeupancy costs:
— Rental expense for sublease - 27,923
Total occupancy costs - 27,923
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NOTE 2: (LOSS) FOR THE PERIOD FROM CONTINUING OPERATIONS

2013 2012
5 $

Administration
— Travel, accommodation and entertaining 21,232 -
— Office expenses 95,753 66,778
Total administration costs 116,685 66,778
Professional Fees:
— Accounting and audit fees 37,750 30,290
— Legal 102,400 11,575
— Gorporate advisory fees 44,000 55,000
— Other consulting fees 35,482 43 639
Total professional fees ‘ 210,632 140,504
Other Expenses
— Salaries, director fees and other related costs 100,627 12,971
—  Write off of deposits paid for oil and gas licences in the USA 116,184 -

216,811 12,971
Impairment
— Investment in associate — Island Sky Corporation - 116,800
Totat Impairment - 116,800
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NOTE 3: LOSS FOR THE PRIOR PERIOD FROM DISCONTINUED OPERATIONS

On 15 June 2012 the Company sighed a Stock Purchase Agreement (SPA) with Mr Richard Groden pursuant
ta which the Company sold 75% of its shares of common stack held in its wholly owned subsidiary, Istand Sky
Corporation. The Agreement, subject to shareholder approval, was approved at the Annual General Meeting
held on 31 July 2012, As = resuli of thiz transaction, the net liabiliies of lstand Sky Corporation were
deconsolidated from the Statement of Financial Position. In addition, the financial performance of [sland SKy
Corporation was removed from the continuing “operations” within the Statement of Profit or Logs and other
Comprehensive Income for the year ended 31 December 2012,

2012
$
The following revenue and expense items are relevant in
explaining the financial performance for the period of the
discontinued operation;
Revenue
Sales Income 51,480
(Gain on gale of assets -
tnterest Income 5,620
57,100
Cost of sales (25,423)
Expenses
Distribution (655)
Marketing ' (826)
Cccupancy (34,712)
Administration (23,397)
Employee expenses {136,748)
Professional fees (13,867)
Depreciation (16,810)
Travel, accommodation and entertainment (249)
Finange costs . (20,518}
Impairment -
Other expenses (396)
(248,178)
Income tax expense
Company taxation (145)
(145)
Gain on disposal of subsidiary 3,376,482
{Loss)/profit from discontinued operation 13,159,836
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NOTE 4: INCOME TAX EXPENSE

2013 2012

The components of tax expense comprise: .
Current tax - -
Deferred tax - -

The prima facie tax on profit/loss) from ordinary activities before
income tax is reconciled to the income tax as follows:

Prirma facie tax payable on profitf(loss) from ordinary activities before
income tax at 30% {2012: 30%) {147,060) {100,876)

Add/(Less):

Tax effect of:

—_ Other non-allowable ifems - -
(147,060} (100,876)

Deferred tax assets recognised direct to equity and not
meeting the recognition criteria of AASE 112 -

Tax effect of tax losses not brought into accounts as they do
not meet the recognition criteria 147,060 100,876

Income tax attributable to entity - -
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NOTE 5: DISPOSAL OF ISLAND SKY CORPORATION

As outlined in Note 3, Pawnee Energy Limited disposed of 75% of its halding in Island Sky Corporation for a total
consideration of $1,154,929. ($1,028,488 after discounting).

{a) Effect of the disposal on the financial position of the Company:

The assets and liabilities of Island Sky Corporation at the date of disposal were:

Cash and cash equivalents 9,077
Trade and other receivables 42 385
Plant and Equipment 13,744
Inventories 897,298
Trade and other payables (2,155,187)
Net Liahilities (1,192,683)
De-recognition of foreign curency tranglation reserve (1,155,344}
(2,348,027)
Total consideration received or receivable (after discount) 1.028 455
Gain on disposal of subsidiary 3,376 482

{b} Proceeds from sale net of cash disposead:

Total consideration received in cash 100,000
Cash and cash equivalents disposed of (8.077)
Net cash received ; 80,923

{c) Cashflows from discontinued operations:

Cashflows generated by Island Sky Corporation for the reporting period until the disposal were as follows:
2013 2012

Operating activities - (140,443)
Investing activities - -
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NOTE 6: AUDITORS' REMUNERATION

Remuneration of the auditor of the company for:

-—  auditing or reviewing the financial report
— Investigating Accountants Report for prospectus

— taxation services

NOTE 7: EARNINGS PER SHARE

Reconciliation of earnings to profit or loss f_rom continuing
operations
(Loss)

Earnings used in the calculation of hasic and diluted EPS
continued operations

Earnings used in the calculation of basic and diluted EPS
discontinued operations

fram

from

Weighted average number of ordinary shares outstanding during

the period used in calculating basic EPS

Weighted average number of shares used in diluted EPS,

In

accordance with AASB 133 there were ne dilutive securities.

T-170 POOZ2/0036 F-831
2013 2012
$ 5
23,750 27,500
14,000 ;
3,000 2,790
40,750 30,290
2013 2012
$ $
(490,199) (336,253)
(490,199) (336,253)
; 3,150,836
300,613,275 285,701,996
300,613,275 285,701,008
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NOTE 8: KEY MANAGEMENT PERSONNEL REMUNERATION

Remuneration

Directors Short-term Share-based Post- Total Performance
Benefits payment employment Related
Benefits
Salary & fees Options Superannuation

2013 $ ] $ L %
David Lindh ™ 40,000 - 3,700 43,700
Richard Groden 20,000 - - 20,000
Neville Martin‘? 20,000 - - 20,000

80,000 - 3,700 83,700

(1) Director fees were accrued during the 2013 year, however Mr Lindh has not received any payment for 2013 director fees. Mr Lindh
had outetanding director fees for the 2012 year of $42,100, which were fully paid during the year by a share izsue.

(2) Director fees were acerued during the 2013 year, howeavear Mr Martin has not received any payrment for 2013 director fees. Mr Martin
had cutstanding director fees for the 2012 year of $24,996 which were fully paid during the year by a share issue.

Directors Short-term Share-bazed Post- Total Performance
Benefits payment employment Related
Benefits
Salary & fees Options Superannuation
2012 % ] $ L] %

David Lindh @ - . B B
Richard Groden - - - -
Neville Martin* - . i B

(3] Mo director fees were accrued during the 2012 year, Mr Lindh did not receive any payment for 2012 director fees during the year.
Mr Lindh had outstanding director fees for the 2011 and 2010 year which Mr Lindh loaned to the company. The company paid a
portion of these outstanding fees during the year totaling $73,575.

(4) Mo director foes were accrued during the 2012 year. Mr Martin did not receive any payiment for 2012 director fees during the year,
Mr Martin had sutstanding director fees for the 2011 and 2010 year which Mr Martin loaned to the cormpany. The company paid a
porlion of these outstanding fees during the year totaling $24,996.
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NOTE 8: KEY MANAGEMENT PERSONNEL REMUNERATION - CONT

Shareholdings

Number of Shares held by Key Management Personnel

Balance on Received as Qptions Net Change Balance
1.4.2013 Compensation Exercized Other 31122013
David Jokn Lindh* 12,719,600 7,143,962 - - 19,863,562
Richard Jay Groden™* 13,096,913 - - - 13,098,913
Neville Wayne Martin*** 9,619,758 4,241,575 - - 13,761 ,333
Total 35,336,271 11,386,637 - - 45,721,808

Number of Shares held by Key Management Personnel

*19,663,562 of the shares are held by Davan Neminges Pty Ltd. Mr Lindh is a Director and shareholder of Davan Nominees Pty Lid.
“Included in the above are 12,000,000 share held in joint names of Richard Jay Groden and Susan Groden. Also included are
794,391 shares held in Rhythm & Blues Holdings Inc, a company associated with Richard Groden,

=g 002,308 of the shares are held by Houmar Nominees Fty Ltd as trustee for the Martin Superannuation fund.  Mr Martin is a
Directar atd shareholder of Houmar Nominees Pty Ltd and a beneficiary of the Martin Superannuation Trust. Mr Martin is a potential
beneficiary of Chaffey Consuiting Pty Ltd, which as trustes for Minter Ellison Investment Trust holds 32,450 shares on behalf of My
Martin. Stansbury Petroleum Investnients Pty Ltd, a company assogiated with Mr Martin holds 20,000 of the shares.

NOTE 9: CASH AND CASH EQUIVALENTS

2013 2042
$ $
Gash at bank and in hand 35,013 43,888
' 35,013 43,888

The effective irterest rate on short-term bank deposits was 1.77% (2012: 2 5%), these deposits have an
average maturity of 30 days.

Reconciliation of cash

Cash at the end of the financial period as shown in the statement of cash flows is reconciled to items in the
staternent of financial position as follows:

Cash and cash equivalents 35,013 43,888
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NOTE 10: TRADE AND OTHER RECEIVABLES

2013 2012
¥ $

CURRENT
Trade receivables - -
Receivable from related party {a) 1,018,040 -
Workeaver 615 -
GET Receivable 2,665 3,274
Total Receivables 1,021,220 3,274
NON-CURRENT
Receivable from related party (a) - 954,804

- 954,804

(& On 15 June 2012 the Company signed a Stock Purchase Agreement (SPA) with Mr Richard Groden to sell
933,077 shares in |sland Sky Corporation for $1,154,929. $100,000 was received following shareholders
approval of the SPA, with the balance $1,054,929 payable within 2 years after the SPA was approved. As the
receivable is interest free a discount of 6.6% was applied against the balance to reflact the time valus of
money. This discount will unwind over the ferm of the receivable.

A breakdown of the receivable as at 31 December 2013 from the related party is as follows:

Consideration for 933,077 shares: 1,154,929

Less: Deposit paid ( 100,000)

Less: Discount to unwind to maturity {_36,889)
1,018,040

The Company entered into a Stock Pledge and Security Agreement with Mr Richard Groden to secure the
remaining payment of $1,054,929 to the Company by granting a first priority senior lien and securily interest in
the 933,077 shares in |sland SKky Corporation.

Provision for Impairment of Receivables

Current trade and term receivables are non-interest bearing loans and generally on 30 day terms. Non-current
trade and term receivables are assessed for recoverability based on the underlying terms of the contract. A
provision for impairment is recognised when there is objective evidence that an individual trade or term receivable
is impaired.

There are no significant balances within trade and other receivables that contain assets that are impaired or past
dus. Itis expected these balances will be received when due. Impaired assets are provided for in full.
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NOTE 11: INVESTMENT IN ASSQCIATE

2013 2012
$ $
Investment in associate
Linlisted investments
NON - CURRENT
— Shares ~ Island Sky Corporation 116,800 116,800
Provision for Impairment (116,500) {116,800)

Investment in associate - }

Investments in asscciates

The company holds a 25% voling power and equity interest in Island Sky Corporation which manufactures and
distribules water-making machines. The investment is accounted for under the equity method. The associate has
a repotting date of 31 December.

The shares are not publicly listed on a stock exchange and hence published price quotes are not available.

NGTE 12: PLANT AND EQUIPMENT

2013 2012

PLANT AND EQUIPMENT
At cost - -
Accumulated depreciation - -

Total plant and equipment - -
LEASEHOLD IMPROVEMENTS

At cost - -

Accumulated depreciation - -

Total Leasehold Improvements - -

PLANT AND EQUIPMENT
At cost - -
Accumulated depreciation - -

Total property, plant and equipment - -
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NOTE 12: PLANT AND EQUIPMENT - CONT

Movements in carrying amounts
PLANT AND EQUIPMENT

Opening Balance - 29,750
Additions -
Depreciation expense - (15,74G)
Disposal of wholly-owned subsidiary - (14,004)

Adjustments from translation of foreign controlled entity .

Closing Balance - -

LEASEHOLD IMPROVEMENTS

Opening Balance - 1,064
Depreciation expense - (1,064)
Disposals - -

Adjustments from translation of foreign controlled entity - -

Closing Balance - 5

NOTE 13: TRADE AND CTHER PAYABLES

2013 2012
¥ $
CURRENT
Trade payables 186,627 239,404
Sundry payables and acerued expenses 250,351 88,079
445978 325,483

All amounts are short-term in nature. The carrying values are considered to be a reasonable approximation of
fair value.

Details of trade and other payables fo related parties are outlined in Note 20,

Note 14: ISSUED CAPITAL

2013 2012
a. Ordinary Shares $ $
At the beginning of the year 12,315,716 14,448,739
Shares issued during the year — pursuant to EGM notice 423,971 -
Sale of subsidiary — previously accounted for as a reverse acquisition - (2.133.023)
At the end of the year 12,739,687 12,315,716
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NOTE 14: ISSUED CAPITAL - CONT

PO028/0036 F-831

2013 2012
Qrdinary shares No. No.
At the beginning of the year 285,701,896 285,701,986
Shares issued during the year 85,710,500 -
At the end of the year 371,412 496 285,701,996

At the shareholders’ meetings each ordinary share is entitled to one vote when a poll is called, otherwise each

shareholder has one vote on a show of hands.

b. Unlisted Options

2014 Unilisted Options

2013 2012
No. Ne.
At the beginning of the year 5,000,000 5,000,000
Options issued during the year
Pawnee Energy Lirnited - .
Total QOptions issued during the year - -
At the end of the reporting period 5,000,000 5,000,000
{i) The unfisted options have an exercise price of $0.005 and expire on 4 August 2014.
c. Unlisted Dptiéns 2014 A Class Options
2013 2012
No. No.
At the beginning of the year 300,000 300,000
Options issued during the year
Pawnee Energy Limited
Total Optiong izsued during the year - -
Total options issued during the pricr - -
year
At the end of the reporting period 300,000 300,000

() The uniisted options have an exercise price of $0.40 and expire on 30 Aprif 2014
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Capital Management

Management effectively manages the company’s capital by assessing the company’s financial risks and adjusting
its capital structure in response to changes in these risks and in the market. These responses include the
management of debt levels, distributions to shareholders and share issues.

NCTE 15: RESERVES

Share Based Payment Reserve

The share bazed payments reserve records fems recognised as expenses on valuation of employee share options.
Foreign currency transiation reserve

On 15" June 2012, Pawnee Energy Limited entered into an agreement to dispose of its foreign operation. The

cumulative translation differences recognised in equity at the date of sale were reclassified to profit or loss and
recognised as part of the gain or less on disposal.

NOTE 16: QPERATING SEGMENTS

Identification of reportable segments

Following the disposal of the company’s aperating subsidiary Island Sky Corporation {based in the USA) as
outlined in Note 3, the directors are of the view that there is no longer distinguishable operating segments which
require disclosure,
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NOTE 17: CASH FLOW INFORMATION

2013 2012
$ $
Reconciliation of Cash Flow from Operations with (Loss) after
Income Tax
(Loss) after income tax from continuing operations {480,188) (336,253)
Loss after income tax from discontinued operations - 3,159 836
Non-cash flows adjustments
Gain on disposal of subsidiary - (3,37G,482)
Impairment of investment in associate - 116,800
Write off of deposits paid for oil and gas licences 116,184 -
Share based payments 252,650 -
Changes in assets and liabilities, net of the effects of purchase and
dispozal of gubsidiaries
(Increase)Decrease in trade and term receivables (94) 234
(Increase)/Decrease in other assets (63,236) (25,980)
increase/(Decrease) in frade payables and accruals 114,394 134,731
(Decrease)/Increase in provisions . {2,769)
Cashflow from operating activities (70,401) _(329.863)
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NOTE 18: SHARE-BEASED PAYMENTS

There were no share based payments during the 2013 year, other than the shares issued to two directors to
extinguish directors fees brought forwards as at 1 January 2013 - see note 8 for details.

The following share base payments existed af 31 December 2013,

« 5,000,000 2014 options granted to underwriters with an exercise price of $0.005 and an expiry date of 4
August 2014,

« 300,000 2014 A Class options granted to employees of Island Sky Florida with an exercise price of $0.4
and an expiry date of 30 April 2014,

Pawnee Energy Ltd Employee Option Plan
The Company has established a Share Option Plan (the ‘Plar’} with the following key features:

{a) Eligibility
The Board may issue Options under the Plan to any officer or employee of the Company (Eligible
Employee).

{b) General Terms of the Options

Options will be issued free of charge. Each Option is to subscribe for one Share and, when issuad, the Shares will
rank equally with other Shares. The Options are not fransferable. Quotation of the Qplions on the ASX will not be
saught but the Company will apply to the ASX for official quotation of Shares issued on the exercige of Options.
Options may be granted subject to conditions specified by the Board, which must be satisfied, before the Option
can be exercised.,

{¢) Exercise of Options

Subject to satisfaction of the Conditions of Exercise of Options, Options may be exercised at any time within §
years of the date of grant (provided however that the number of Optigns the Eligible Employee may exercise
during any period of 12 conzecutive months shall not exceed that number of Optians that equals one third of the
total number of Options issued {o the Eligible Employee under the Plan [whether or not exercised prior to the time
of calculation]). Options lapse upon termination of the Eligible Employee's employment by the Company and,
unless the terms of the offer of the Option specified otherwise each Option fapses & years after the date upon
which it was granted.

(d) Exercise Price
The exercise price per Share for an option will be the amount determined by the Board at the time of the grant of
the Option.

(e) New lasue of Securities
Option holders will not be entitled {0 participate in any new issue of securities in the Company unless they
exercise their Options prior to the record date for the determination of entitlernents 1o the new issue.

(f} Bonus lssues

If the Company makes a bonus issue of securities to ordinary shareholders, each unexercised

Option will, on exercise, entitle its holder to receive the bonus securities as if the Option had been exercised
hefore the record date for the bonus issue.

(g9) Rights Issues
If the Company makes a pro-rata righis issue of Shares for cash to its ordinary sharehalders, the exercise price of
the unexercised Options will be adjusted to reflect the diluting effect of the issue.

{h) Capital Rearganisations
If there is any reorganisation of the capital of the Company, the number of Options and their exercise price will be
adjusted in accordance with the Listings Rules.

(i) Limit on Number of Options

The maximum number of Options on issue under the Plan must not at any lime exceed 5% of the total number of
Shares on issue at that time.
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NOTE 18: SHARE-BASED PAYMENTS - CONT

Options granted to key management personnel are as follows: Grant Date Number
Number Weighted
average
exercise price
Options outstanding as at 31 December 2011 5,300,000 $0.03
Options exercisable as at 31 December 2011 5,300,000 $0.03
Granted - -
Forfeited - -
Exercised - "
Expired - -
Options autstanding as at 31 December 2012 5,300,000 $0.03
Opftions exercisable as at 31 December 2012 5,300,000 $0.03
Granted - -
Faorfeited - -
Exercised - -
Expired - -
Options outstanding as at 31 December 2013 5,300,000 $0.03
Options exercisable as at 31 December 2013 5,306,000 $0.03

NOTE 19: EVENTS AFTER THE BALANCE DATE

Between the reporting date and the date of this report, the following significant events occurred:

The consolidation of each 50 shares held by sharenalders inte 1 share (approved by shareholders at the General
Meeting held 21 November 2013}, teok effect on 10 January 2014

Following the inability of the Company to secure a further extension to the completion dates under the Tiger
Acquisition Agreement and the Pawnee Option Agreement (referred to in the Company's Prospectus dated 27
November 2013) and the failure to reach the Minimum Subscription by the Closing Date under the Prospectus, the
Company:

« did not proceed with the acquisition of the Tiger Leases under the Tiger Acquisition Agreement;

+ did not exercise its option to acquire an interest in the Pawnee Leases; and

»  withdrew the Offer under the Prospecius.
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NOTE 20: RELATED PARTY TRANSACTIONS
2013 2012

Transactions between related parties are on normal commercial terms and
conditions no more favourable than those available to other parties unless
otherwise stated.

Transactions with related parties:
Other Related Parties transactions (net of GST)

During the year the entity recognised services of AE Administrative
Services Ply Lid for the provision of Company Secretarial, Accounting and
Administration Services. Mr Lindh is an associate of this company. 51,160 COB1,T73

Rent, occupancy costs and reimbursable expenses to Adelaide Equity
Partners Limited. Mr Lindh is a Director of Adelaide Equily Partners. 14,360 27.923

During the year the entity used the services of Adelaide Equity Pariners
Limited for the provision of Corporate Advisory Services. Mr Lindh is a
Director of Adelaide Equity Partners Limited. - 55,000

During the vear, the Company used the services of Minter Ellison for the

provision of legal services. Mr Martin and Mr Lindh are both consultants

with Minter Ellison. 100,000 2,940
During the year the Company recognised an amount payable to Mr Martin

for director's fees. 20,000 24 096

During the year the Company recognised an amaount payable to Mr Lindh
far director's fees, 43,700 35,425

During the year the Company recognised an amount payable to Mr
Groden for director's fees 20,000 -

During the year the company disposed of 75% of its subsidiary to Mr
Groden (refer Note 5), - 100,000

Other Related Parties halances (including GST)

Amount payable to Minter Ellizon, of which, Mr Martin and Mr Lindh are 100,000 -
both consultants.

Amaunt payable to Adelaide Equity Pariners Limited, of which, Mr Lindh is 14,300 184,010
a Director and shareholder,

Amount payable to AE Administrative Services Pty Ltd, of which, Mr Lindh 102,043 45,767
is an associate of this company.

Amount receivable from Mr Groden for disposal of subsidiary (refer Note 1,018,040 854,803
10).
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NOTE 21: FINANCIAL INSTRUMENTS

Financial Risk Management Policies

The Company's financial instruments consist mainly of deposits with banks, short term investments, accounts
receivable and payable. The main risks the company is exposed to through its financial instruments are interest
rate risk, foreign currency risk, liquidity risk and credit risk.

Treasury Risk Management

The Beard of the company meet on a regular basis to analyse financial risk exposure and to evaluate treasury
management strategies. The Board of the company regularly analyse interest rate exposure and evaluate
treasury management strategies in the context of the most recent economic conditions and forecasts.

Foreign Currency Risk

The company will be exposed to fluctuations in foreign currencies arising from sales and purchase of goods and
services in currencies other than the company's functional currency. The company potentially may have sales
in foreign locations which will require risk management policies to be implemented to minimise the foreign
currency risk.

Interest Rafe Risk

The company had no long term financial assets or liabilities upon which if earns or pays interest. Gash is held
in an interest yvielding chegue account and on shart-term call deposits where the interest rate can vary from day
to day.

Interest rate risk is managed with & mixture of fixed and floating rate eash deposits. It is the policy of the
company to keep surplus cash in high yielding deposits. For furiher details on interest rate risk refer below.

Liquidity Risk

Liquidity risk arises from the possibility that the company might encounter difficully in setfling its debts or
otherwise meseting its obligations related to financial liabiliies. The company manages liquidity risk by
monitoring forecast cash flows.

Credit Risk

Credit risk arises from cash and cash equivalents, derivative financial instruments and deposits with banks and
financial institutions, as wall as credit exposures to customers, including outstanding receivables and committed
fransactions, and represents the potential financial loss if counterparties fail to perform as contracted.
Management monitors credit risk on an ongoing basis by maintenance of procedures. Such procedures include
the utilization of systems for the approval, granting and renewal of credit limits, regulfar monitoring of exposures
against such limits and monitoring of the financia! stability of significant customers and counterparties.
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NOTE 21: FINANCIAL INSTRUMENTS - CONT

The company's exposure to interest rate risk, which is the rigk that a financial instrument’s value will
fluctuate as a result of changes in market interest rates and the effective weighted average interest rates
on classes of financial assets and financial liahilities, is as follows:

Financial Assets:
Cash and cash equivalents
Total Financial Assets

Financial Assets

Cash and cash equivafents
Receivables

Total Financial Assets
Financial Liabilities
Trade and sundry payables
Total Financial Liabilities

Net Fair Values

Fixed Interest Rate Maturing

Weighted Average Total
Effective Interest Rate
2013 2012 2013 2012
$ $
1.8% 2.5% 35,013 43,888
35,013 43,8588
Floating Interest Rate Non Interest Bearing
Within 1 Year
2013 2012 2013 2012
$ $ $ $
30,913 43 888 4,100 “
- - 1,018,040 054,803
30,913 43,888 1,022,140 954,803
- - 445,978 325,483
- - 445 978 325,483

Aggregate net fair values and carrying amaounts of financial assets and financial liahilities are disclosed in the
financial statements at balance date. Fair values are materially in line with carrying values.

Financial Assets
Cash and cash equivalents

Receivables

Financial Liabilities
Other liabilities and payables

Net financial azsets

2013 2012
Carrying Met Fair Carrying Net Fair Value
Amount Value Amount $
$ $ b
35,013 35,13 43,808 43 888
1,018,040 1,018,040 954,803 954,803
1,053,063 1,063,053 998,691 998,691
445 978 445,978 325483 326483
445,878 445,978 325,483 325483
607,075 607,075 673,208 673,208
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NOTE 21: FENANCIAL INSTRUMENTS - CONT

Sensitivity analysis
Inferest rate sensitivity analysis

At 21 December 2013, the effect on profitloss and equity as a result of changes in the interest rate, with all other
variables remaining constant is immaterial to the company's operations.

Financial Instrument Composition and maturity analysis

The table below reflects the undiseounted contracted setilement terms for financial instruments of a fixed period of
maturity, as well as management's expectations of the settlement period for all other financial instruments. As
such, the amounts may not reconcile to the statement of financlal position.

Trade and sundry payables are expected to be paid as follows:

2013 2012
$ $
Less than 6 months 279,635 325,483
6 months to 1 year 166,343 -
1to 5 years - -
Over & years - -
445 978 325,483

NOTE 22: CONTINGENT LIABILITIES AND CONTINGENT ASSETS
The Gempany had no confingent assets or liabilities at 31 December 2012 or 31 December 2013.

NOTE 23: COMMITMENTS
The Company had no commitments as at 31 December 2013,

NOTE 24: GOING CONCERN BASIS OF ACCOUNTING
The financial report has been prepared on the basis of going concern.

The company incurred a loss from continuing operations of $490,199 and generated a net cash outflow of $70,491
from its operations.

The company remains reliant upon further capital raisings to continue as a going concern. If additional funds are
not raised, the going concern basis may not be appropriate, with the result that the company may have 1o realize
its assets and extinguish its liabilities, other than in the ordinary course of business and in amounts different from
those stated in the financial report. No allowance has been made for such circumstance in the financial repori.

NOTE 25: COMPANY DETAILS

The registered office of the company is:
Pawnee Energy Limited

Level 3

100 Pirie Street

Adelaide SA 5000

Telephons (08) 8232 2550

Facsimile (08) 8232 2540
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