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DIRECTORS’ REPORT

The Directors submit their report for the Company and ifs subsidiary (Group or Company) for the
financial year ended 31 December 2017. In order to comply with the provisions of the Corporations
Act, the directors report is as follows:

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. Directors were in office for the entire period unless otherwise stated.

Board of Directors

Name Position

Michael Fry Independent Chairman
David Prentice Managing Director
Loren King Non-Executive Director

NATURE OF OPERATIONS AND PRINCIPAL ACTIVITIES

The Group's principal activities during the year were the exploration and appraisal of, and
development and production of, oil and gas.

OPERATING RESULT

The after-tax loss for the Group for the financial year ended to 31 December 2017 amounted to
$1,095,551 (2016: $409,994).

DIVIDENDS

There were no dividends paid or recommended during or subsequent to the financial year ended 31
December 2017 (2016: Nil).

REVIEW OF OPERATIONS

During the year the Company continued to pursue a strategy aimed at building value per share by
leveraging the expertise, experience and contacts of the Board and its partner and manager of US
operations Black Mesa Production LLC (Black Mesa).

As previously announced, the Black Mesa team has identified an opportunity to secure a position in
the world-class Anadarko Basin Plays (STACK and SCOOP) in Oklahoma. The Company is continuing
to capitalise on a short window in which to build a material premier asset position in this high-margin
repeatable play.
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STACK Dirilling & Completion Activity

During the 12 month period ending 31 December 2017, the level of activity within the Company’s
Anadarko Basin play holdings continued to increase. BRK Oklahoma is now participating in twenty
seven wells (twenty five non-operated Working Interest wells and two Mineral Royalty wells). These
wells are at various stages of development (from drilled and completed, driling ahead, set to spud to
permitted) (see table 1. below). To date, drilling and completion costs have been funded externally,

from the US$3.5 million available under the Driling Joint Venture facility.
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WellName __________[Operator __________________|Working Inferest|Status
Strack #1-2-11XH Marathon Oil, Co. 1.0% Producing
Davis #1-8-1611TMH Triumph Energy, LLC 1.2% Producing

lke #1-20-17XH Continental Resources, Inc. Mineral Inferest  Producing

HR Potter 1511 #1-3-34XH Marathon Qil, Co. 0.8% Producing
Landreth BIA #1-14H Marathon Oil, Co. 2.5% Producing
Mote #1-26-23H Rimrock Resource Operating, LLC 4.6% Producing
Sphinx 26-16N-11W #1H Devon Energy Corp. 3.1% Producing
Herring #1-33 1513MH Triumph Energy, LLC 13.6% Producing
Mike Com #1H-0706X Cimarex Energy, Co. 0.4% Producing
Roser #1611-3-34 Marathon Oil, Co. 3.9% Completing
Luttrull #1-30-31XH Continental Resources, Inc. Mineral Interest ~ Completing
Kevin FIU #1-20-17XH Continental Resources, Inc. 2.1% Completing
Ladybug 27_22-15N-13W # 1HX Devon Energy Corp. 2.2% Driling

Dr. NO 1-17-20XH Triumph Energy, LLC 3.7% Drilling

Bullard #1-18/7H Rimrock Resource Operating, LLC 13.7% Permitted
Randolph 34_27 15N-13W Continental Resources, Inc. 0.3% Permitted
Henry Federal #1-8-5XH Continental Resources, Inc. 5.2% Permitted
Watonga #1-19H Highmark Resources, LLC 0.3% Permitted
Scoville #1-17-20XH Continental Resources, Inc. 3.7% Permitted

Alfa BIA 1511 #1-6-31MXH Marathon Oil, Co. 1.3% Permitted
Shipp #1-H-2722X Devon Energy Corp. 1.9% Permitted

Liger #1H 24-16N-11W Devon Energy Corp. 1.8% Permitted

Big Earl #6-15N-10W Devon Energy Corp. 0.5% Permitted
Blackhawks #26-15-4W-W1 Operator to be Confirmed 11.1% Awaiting Permit
Swish #1-H-128X Operator to be Confirmed 30.5% Awaiting Permit
Rangers 36-1S-4W Operator to be Confirmed 48.3% Awaiting Permit
McKinley Unit Continental Resources, Inc. 1.0% Awaiting Permit

Table 1. - BRK Oklahoma STACK Well Summary

Note: Working Interest percentages may increase subject the issue of final pooling orders.

During the period excellent initial productionrates continued to flow from the Company’s non-operated
Working Interest and Mineral Royalty wells. These results further confirmed the quality of the acreage
that Brookside has been able to secure within the Anadarko Basin plays in Oklahoma. Two of the
Company’s recently completed non-operated Working Interest wells, the Marathon Qil, Co. (NYSE:
MRO) operated Landreth BIA and HR Poftter wells have delivered 30-day average production rates
(IP30) above the Marathon 1,525,000 BOE Type Curve for this part of the STACK Play.

Additional highly encouraging production results were recorded on the next two non-operated
Working Interest wells, with these two wells achieving rates in excess of 2,100 BOE/day during flow
back. Importantly, these were higher impact wells for Brookside with the Company holding a 13.6%

and 3.1% Working Interest respectively.

STACK Leasing Program

BRK Oklahoma announced a significant expansion of its leasing activity during 2017. BRK Oklahoma,
together with its partner and manager of US operations Black Mesa Production, LLC (Black Mesa),
extended ifs leasing and acquisition activities across the liquids-rich fairways of the Anadarko

Basin in Oklahoma.
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Figure 1. Anadarko Basin Plays

During the period, Brookside's continuing efforts delivered further success with the Company’s Working
Interest leasehold acreage count reaching 1,700 acres, a 30% increase on the previously
announced initial target of 1,280 leasehold acres.

This increase in holdings is all located within Brookside's leasing focus areas. The increase was
achieved in a highly competitive environment and importantly our team has maintained its
disciplined approach, exclusively targeting acreage in the up-dip liquids rich ‘core’ along the
Anadarko Basin margin.

At the end of the period, the Company's total Anadarko Basin holdings stood at approximately
1,800 acres (inclusive of the previously announced RA Minerals Royalty Acreage which is currently
being developed by NYSE listed independent, Continental Resources, Inc.).

Undeveloped acreage values continued to rise over 2017 as these world-class plays confinue to
mature. Analysis of the estimated US$8.0 billion in merger and acquisition activity that occurred in
the Anadarko Basin Plays over the last two years showed undeveloped acreage frading at a
weighted average of >US$16,000 per acre.

In addition, the Company announced during the period that its wholly owned subsidiary,
Anadarko Leasing, LLC (Anadarko Leasing) had reached agreement with Tulsa based Oklahoma
Energy Consultants, Inc. (OEC) to increase the Anadarko Leasing Facility (Facility) limit to US$3.0
million. All other terms of the Facility (outlined in our ASX release dated 21 June 2017) remained
unchanged.

This additional asset level funding will enable Brookside, together with its partner and manager of US
operations Black Mesa Production, LLC (Black Mesal), to contfinue to aggressively pursue its leasing
and acquisition activities across the liquids-rich fairways of the Anadarko Basin in Oklahoma.

As previously flagged, the leasing campaign is ongoing and addifional core acreage is expected to
be acquired during calendar 2018.
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Refer Table 2 (below)for details of the Company’s oil and gas interests.

INTEREST ACQUIRED OR NATURE

COUNTRY DISPOSED OF DURING TOTAL ACRES OF

THE QUARTER INTEREST

Payne ) 465 gross
County, Nil (282 net) 100%
Oklahoma

Blaine
County, Nil ~100 acres Royalty Interest

Oklahoma

Blaine
County, Nil ~400 acres Working Interest

Oklahoma

Garvin
County, Nil ~600 acres Working Interest

Oklahoma
Stephens

County, ~700 acres ~700 acres Working Interest
Oklahoma

Non Anadarko Basin Exploration & Production Activities

No exploration was conducted during the quarter on the Company’s leasehold interests in Payne
County, Oklahoma.

MATTERS SUBSEQUENT TO THE END OF THE FINANCIAL PERIOD

Post the end of the December Quarter, the Company announced results from the three most recent
non-operated Working Interest wells. These wells are located within the Company’s Blaine County
focus area. All three wells achieved IP24’s above 2,000 BOE/day (~33% oil), with one well achieving a
Company record ~3,500 BOE/day.

The Company’s average Working Interest in these wells is ~5.7%, at the upper end of the Company
average Working Interest secured to date. All three of these well support (subject to continued
performance in- line with the Company’s type curve) EUR's well above the Company’s 1,039 Mboe
estimate for this part of the basin.

On March 7, 2018 the Company announced that it had increased its Working Inferest leasehold
acreage to approximately 2,000 acres, a 17% increase in less than two-months. The Company's total
Anadarko Basin holdings now stand af approximately 2,100 acres (inclusive of the previously
announced RA Minerals Royalty Acreage which is currently being developed by NYSE listed
independent, Continental Resources, Inc.).

On March 16, 2018 the company also announced an increase in the Anadarko Leasing facility
provided by Oklahoma Energy Consultants (OEC) from US$3.0m to US$4.0m.

The Directors are not aware of any other matter or circumstance that has arisen since 31 December

2017 which significantly affected, or may significantly affect, the operations of the Group, the results
of those operations, or the state of affairs of the Group, in future financial years.
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ENVIRONMENTAL REGULATIONS

The Company is aware of its environmental obligations with regards to these activities and ensured
that it complied with all regulations. There have not been any known breaches of the entity's
obligations under these environmental regulations during the year under review and up to the date

of this report.

INFORMATION ON DIRECTORS

Michael Fry
Quadlifications

Experience

Other
Directorships

David Prentice
Qualifications

Experience

Other
Directorships

Loren King

Qualifications

Experience

Other
Directorships
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Non-Executive Chairman
B.Comm, F.Fin

Michael Fry holds a Bachelor of Commerce degree from the University of Western
Australia, is a Fellow of the Financial Services Institute of Australasia, and is a past
member of the ASX. Michael has extensive experience in capital markets and
corporate treasury management specialising in the identification of commodity,
currency and interest rate risk and the implementation of risk management
strategies.

Michael Fry is currently the non-executive chairman of ASX Listed Companies
Norwest Energy NL (ASX: NWE), Challenger Energy Limited (ASX: CEL) and
Technology Metals Australia Limited (TMT).

Managing Director
Grad. Dip BA, MBA

David is a senior resources executive with 25 plus years domestic and international
experience. David started his career working in commercial and business
development roles within the resources sector working for some of Australia’s most
successful gold and nickel exploration and production companies. During the last
12 years David has gained international oil and gas exploration and production
sector experience (with a specific focus on the Mid-Continent region of the United
States) working in both executive and non-executive director roles with Australian
publicly traded companies.

David Prentice is currently a Non-Executive Director of Black Mesa Production, LLC
and Non-Executive Chairman of Lustrum Minerals Limited.
Non-Executive Director and Company Secretary

Grad. Dip (Applied Corporate Governance),
(Bookkeeping)

BSc (Psych), Cert IV FinSvcs

Loren King has worked in finance and back office administration roles with ASX listed
companies, stockbroking and corporate advisory services for the past 12 years.
During this time, she has gained invaluable experience in dealing with all aspects of
corporate governance and compliance, specialising in initial public offerings (IPO),
backdoor listings, private capital raising and business development.

Loren King is a Non-Executive Director at Blaze International Limited (ASX: BLZ),
Lustrum Minerals Limited (ASX: LRM) and Fiji Kaval Limited. Past Non-Executive
Directorships include Intiger Group Limited (resigned 17 August 2016), Fraser Range
Metals Group Limited (resigned 29 July 2016), and MMJ Phytotech Limited (resigned
14 August 2014).
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CORPORATE INFORMATION

Group Corporate Structure

Brookside Energy Limited is a public company incorporated and domiciled in Western Australia listed
on the Australian Securities Exchange (ASX Code: BRK) and wholly owned subsidiary, BRK Oklahoma
Holdings LLC and Anadarko Leasing LLC, both Limited Liability Companies incorporated and
domiciled in Oklahoma, USA.

Employees

Brookside Energy Limited has no full-time employees as at the date of this report.

Meetings of Directors

The number of Directors' meetings (including committees) held during the year for each director who
held office, and the number of meetings attended by each director are:

Directors Meetings
Director Meetings Aftended Number Held and Eligible to
Attend
Michael Fry 2 2
David Prentice 2 2
Loren King 2 2

Note: Both David Prentice and Michael Fry attended 12 and 10 Black Mesa Production (BMP) Board
meetings respectively from a total of 12 meetings held for the financial reporting period. The
importance of noting this is that BMP provides the technical and operational inputs for Brookside under
a number of agreements including the Driling Program Agreement (DPA) and the Acquisition Program

Agreement (APA).

Options

At the date of this report 460,000,000 options over ordinary shares in the Group were on issue and no
options were exercised during the year.

During the year ended 31 December 2017, options on issue are as detailed below.

Type Date of Expiry Exercise Price Number on issue
Listed option (BRKO) 31 Dec 2018 $0.02 435,000,000
Unlisted option 31 Dec 2020 $0.03 25,000,000

Directors’ holdings of shares and options during the financial period have been disclosed in the
Remuneration Report. Opftion holders do not have any right, by virfue of the opftion, to participate in
any share issue of the Company.
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INDEMNIFYING OFFICERS

In accordance with the constitution, except as may be prohibited by the Corporations Act 2001, every
Officer, or agent of the Company shall be indemnified out of the property of the Company against
any liability incurred by him in his capacity as Officer, or agent of the Company or any related
corporation in respect of any act or omission whatsoever and howsoever occurring or in defending
any proceedings, whether civil or criminal.

The Company currently has a Directors’ and Officers’ liability insurance in place. The liabilities insured
are legal costs that may be incurred in defending civil or criminal proceedings that may be brought
against the officers in their capacity as officers of the Company, and any other payments arising from
liabilities incurred by the officers in connection with such proceedings. This does not include such
liabilities that arise from conduct involving a wilful breach of duty by the officers or the improper use
by the officers of their position or of information to gain advantage for themselves or someone else or
to cause detriment to the Company.

PROCEEDINGS ON BEHALF OF COMPANY

No person has applied to the Court for leave to bring proceedings on behalf of the Company or to
infervene in any proceedings to which the Company is a party for the purpose of taking responsibility
on behalf of the Company for all or any part of those proceedings. The Company was not a party to
any such proceedings during the year.

NON-AUDIT SERVICES

No non-audit services were provided by the external auditors during the year ended 31 December
2017.

AUDITOR’S INDEPENDENCE DECLARATION

Section 307C of the Corporations Act 2001 requires our auditors, HLB Mann Judd, to provide the
Directors of the Company with an Independence Declaration in relafion to the audit of the annual
report. This Independence Declaration is set out on page 16 and forms part of this Directors’ Report
for the year ended 31 December 2017.

BROOKSIDE ENERGY LIMITED | 2017 ANNUAL REPORT Page 10



REMUNERATION REPORT (AUDITED)

This Remuneration Report, which forms part of the directors’ report, sets out information about the
remunerafion of Brookside Energy Limited'’s Directors and its Key Management Personnel for the
financial year ended 31 December 2017.

A. INTRODUCTION

The information provided in this Remuneration Report has been audited as required by Section
308(3C) of the Corporations Act 2001. Information regarding the remuneration of Key Management
Personnel (KMP) is required by Corporations Regulations 2M.3.03. KMP are those individuals who have
the authority and responsibility for planning, directing and controlling the activities of the Company
and the Group

Al Brookside’'s KMPs

Key Management Personnel for Brookside include the following Directors who were in office during or
since the end of the financial year:

Name Category Position Appointment Date
Michael Fry Non-Executive Director Independent Chairman 20 April 2004
David Prentice Executive Director Managing Director 20 April 2004
Loren King Non-Executive Director Non-Executive Director 5 June 2015

A.2 Comments on Remuneration Report at Brookside’s most recent AGM

The Company received a 13.33% (96.48% after Chairman’s discretion) of “yes" votes on its
Remuneration Report for the 2016 financial year. The Company did not receive any specific feedback
from shareholders at the 2016 Annual General Meeting on its remuneration practices.

Additional information

The loss of the consolidated entity for the five years to 31 December 2017 are summarised below:

2017 20146 2015 2014 2013
AS'000 AS'000 AS'000 AS'000 AS$’'000
Revenue 2 6 29 - 18,657
EBITDA (991) (416) (2,248) (16) (329)
EBIT (1,096) (410) (2,240) (16) (5.089)
Loss after income tax (1,096) (410) (2.240) (16) (5.089)

The factors that are considered to affect total shareholders return (TSR) are summarised below:

2017 2016 2015 2014 2013
Share price at financial year end (AUD) 0.01 0.01 0.01 0.01 0.38
Total dividends declared (cents per share) - - - - -
Basic loss per share (cents per share) 0.14 0.20 2.13 uSD38.40 | USD1.37
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REMUNERATION REPORT (AUDITED)

B. REMUNERATION POLICY DURING THE REPORTING PERIOD

The Brookside Board is committed to transparent disclosure of its remuneration strategy and this report
details the Company’s remuneration objectives, practices and outcomes for KMP, which includes
Directors and senior executives, for the period ended 31 December 2017. Any reference to
“Executives” in this report refers to KMPs who are not Non-Executive Directors.

B.1 Remuneration Policy Framework

The key objective of Brookside's remuneration policy is to be a key enabler for the Company in
achieving ifs strategic goal of continuing o build a successful oil and gas exploration and production
company. It has been designed to reward executives and employees fairly and responsibly in
accordance with the regional and international market in which the Company operates, and to
ensure that Brookside:

e Provides competitive rewards that attract, retain and motivate executives and employees of
the highest calibre, who can successfully deliver, particularly as the Company moves through
the current phase of rapidly increased development and production;

¢ Sets demanding levels of expected performance that have a clear linkage to an executive's
remunerafion;

e Benchmarks remuneration against appropriate comparator peer groups to make the
Company competitive in a tight skilled human resources market, through an offering of both
short and long term incentives and competitive base salaries.;

e Provides a level of remuneration structure to reflect each executive's respective duties and
responsibilities;

e Aligns executive incentive rewards with the creation of value for shareholders;

o Complies with legal requirements and appropriate standards of governance.

B.2 Policy for Executive Remuneration for Future Reporting Periods
Executive Remuneration consists of the following key elements:

e Fixed remuneration or base salaries; and

e Variable remuneration, being the “at risk” component related to performance comprising;
o Short Term Incentives (STl); and
o Long Term Incentive (LTI).

C. REMUNERATION COMPONENTS

C.1 Fixed Remuneration

Fixed remuneration was reviewed by the Remuneration and Nomination Committee in 2013 and
remained consistent for the current reporting period.

C2 STl Plan for the 2017 Reporting Period

Due to the strategic review conducted during 2015, no STl plan was implemented for the 2017
reporting period.
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C3 Policy for and Components of Non-Executive Remuneration During the Reporting Period

Remuneration Policy

Non-Executive Director Fees

The overall level of annual Non-Executive Director fees was approved by shareholders in accordance
with the requirements of the Company’s Constitfution and the Corporations Act. The maximum
aggregate Directors’ fees payable to all of the Company’s Non-Executive Directors is $500,000 per
annum. This aggregate amount was approved by shareholders at the 2012 Annual General Meeting.

Equity Compensation

In accordance with Australian practice and shareholder preference, the Company’s current policy is
not to grant equity based compensation to Non-Executive Directors. Accordingly, no equity
components (LTI Rights) were offered to Non-Executive Directors in the reporting period to 31
December 2017.

Remuneration Structure

Non-Executive Directors receive a fixed remuneration of base fees plus statutory superannuation. In
addition, and in recognition of the higher workloads and extra responsibilities of participating on a
Board committee, if applicable, they also received a committee fee and chairing a committee also
warrants a higher fee. In addition to these fees, Non-Executive Directors are entitled to reimbursement
of reasonable travel, accommodation and other expenses incurred in attending meetings of the
Board, committee or shareholder meetings whilst engaged by Brookside. Non-Executive Directors do
not earn retirement benefits other than superannuation and are not entitled to any compensation on
termination of their directorships.

D. DETAILS OF REMUNERATION

Remuneration of Key Management Personnel is set out below:

Primary Post- employment
Share- Super- Percentage

Base Salary | Bonus | based annuation |Termination Performance

31 December 2017 and Fees ST Benefits | Contributions | Payments | TOTAL Related
$ $ $ $ $ S %

Executive Directors
David Prentice 175,000 - 80,395 - - | 255,395 -
Non-Executive Directors
Michael Fry 49,166 - 53,596 - - | 102,762 -
Loren KingA 30,000 - - - - 30,000 -
Total 31 Dec 2017 254,166 - | 133,991 - - | 388,157

A During the year ended 31 December 2017, Cicero Corporate Pty Ltd, an entity related to Loren King, received $114,000 (2016:
$114,000) exclusive of GST for the provision of company secretarial and accounting work to the Company. Cicero has been
engaged to provide corporate services to the Group.
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REMUNERATION REPORT (AUDITED)

Primary Post- employment
Non- Super- Percentage

Base Salary | Bonus | Monetary| annuation |Termination Performance

31 December 2016 and Fees STl Benefits | Contributions | Payments | TOTAL Related
$ S S S $ S %

Executive Directors
David Prentice 150,000 - - - - | 150,000 -
Non-Executive Directors
Michael Fry 45,000 - - - - 45,000 -
Loren KingA 30,000 - - - - 30,000 -
Total 31 Dec 2016 225,000 - - - - | 225,000

E. ADDITIONAL DISCLOSURES RELATING TO KEY MANAGEMENT PERSONNEL

(i) Shares held by Key Management Personnel

The number of shares in the Company held during year by each Director of Brookside Energy Limited
and ofher Key Management Personnel, including their personally related parties, are set out below.

There were no shares granted during the year as compensation.

e o omer) | ey

Directors

David Prentice 1,437,372 - - 1,437,372

Michael Fry 1,542,870 - 1,457,130 3,000,000

Loren King - - - -
2,980,242 - 1,457,130 4,437,372

(i) Shares acquired are at arms-length fransaction.

(ii) Options Held by Key Management Personnel
Options held by Key Management Personnel during the reporting period are as follows:
Balance at Shares . Balance at
31 December 2017 01 Jan 17 Issued Other(i) 31 Dec 17
Directors
David Prentice 40,000,000 - 15,000,000 55,000,000
Michael Fry 26,274,924 - 10,000,000 36,274,924
Loren King - - - -
66,274,924 - 25,000,000 91,274,924
(i) Optionsissued as remuneration during 2017.
No shares were issued on the exercise of options during the period.
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(iii) Loans to Key Management Personnel

No loans were made to key management personnel of the Company during the financial year or the
prior corresponding period.

(iv) Other Transactions and Balances with Key Management Personnel

Other than as stated above, there have been no other transactions with key management personnel
during the year.

(v) Compensation Options: Granted and vested during and since the financial year ended 31
December 2017

During the financial year ended 31 December 2017 (2016: nil), 25,000,000 compensation options were
granted or vested to directors.

(vi) Performance income as a proportion of total income

No performance based bonuses have been paid to key management personnel during the financial
year.

F. SERVICE AGREEMENTS

Director Base Salary Terms of the Agreement Notice Period
CEO/D/\jlc;/rlvigingireecfor $15,000 per month Until termination 6 Months
. Until termination in
NOI‘)-EX';A(L(L:J?SS(I;ZOIH’T)OH $50,000 per annum accordance with the Re?\ig;z%ble
Company's Constitution
Loren Kin Until termination in Reasonable
 RINg $30,000 per annum accordance with the .
Non-Executive Director notice

Company's Constitution
$114,000 per annum for the
provision of company Until Termination 6 Months
secretarial and office support

- - END OF REMUNERATION REPORT - -

This report is made in accordance with a resolution of the Directors.

David Prentice
Chief Executive Officer

29 March 2018
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AUDITOR’S INDEPENDENCE DECLARATION

Mann Judd

Accountants | Business and Financial Advisers

AUDITOR’S INDEPENDENCE DECLARATION

As lead auditor for the audit of the consolidated financial report of Brookside Energy Limited for the
year ended 31 December 2017, | declare that to the best of my knowledge and belief, there have been
no contraventions of:

a) the auditor independence requirements of the Corporations Act 2001 in relation to the audit;
and

b) any applicable code of professional conduct in relation to the audit.

Perth, Western Australia N G Neill
29 March 2018 Partner

HLB Mann Judd (WA Partnership) ABN 22 193 232 714

Level 4 130 Stirling Street Perth WA 6000 | PO Box 8124 Perth BC WA 6849 | Telephone +61 (08) 9227 7500 | Fax +61 (08) 9227 7533
Email: mailbox@hlbwa.com.au | Website: www.hlb.com.au

Liability limited by a scheme approved under Professional Standards Legislation

HLB Mann Judd (WA Partnership) is a member of International, a world-wide organisation of accounting firms and business advisers
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CORPORATE GOVERNANCE

This Corporate Governance Statement report sets out information about the Corporate Governance
of Brookside Energy Limited for the financial year ended 31 December 2017.

CORPORATE GOVERNANCE STATEMENT

This Corporate Governance Statement is current as at 31 December 2017 and has been approved by
the Board of the Company on that date.

This Corporate Governance Statement discloses the extent to which the Company will follow the
recommendations set by the ASX Corporate Governance Council in its publication Corporate
Governance Principles and Recommendations (Recommendations). The Recommendations are not
mandatory, however the Recommendations that will not be followed have been identified and
reasons provided for not following them along with what (if any) alternative governance practices
the Company intends to adopt in lieu of the recommendation.

The Company has adopted a Corporate Governance Plan which provides the written terms of
reference for the Company’s corporate governance duties.

The Company's Corporate Governance Plan
hitp://brookside-energy.com.au/.

is available on the Company's website at

RECOMMENDATIONS (3rP EDITION) COMPLY EXPLANATION

Principle 1: Lay solid foundations for management and oversight

Recommendation 1.1 The Company has adopted a Board Charter that sets out the
A listed entity should have and disclose a YES specific roles and responsibilities of the Board, the Chair and
charter which sets out the respective roles management and includes a description of those matters
and responsibilities of the Board, the Chair expressly reserved to the Board and those delegated to
and management, and includes a management.
description of those matters expressly The Board Charter sets out the specific responsibilities of the
reserved to the Board and those Board, requirements as to the Board's composition, the roles
delegated to management. and responsibilities of the Chairman and Company Secretary,
the establishment, operation and management of Board
Committees, Directors’ access to Company records and
information, details of the Board’'s relationship with
management, details of the Board's performance review
and details of the Board’s disclosure policy.
A copy of the Company's Board Charter, which is part of the
Company'’s Corporate Governance Plan, is available on the
Company’s website.
Recommendation 1.2 (a)  The Company has guidelines for the appointment and
A listed entity should: YES selection of the Board in its Corporate Governance
. Plan. The Company’s Nomination Committee Charter
il wndsighe qp.proprlo're cliegie (in the Company's Corporate Governance Plan)
befqre CTefeeNiing @ person, - or requires the Nomination Committee (or, in its absence,
pufflng OIS 1o §ecun’ry ho.lderso' the Board) to ensure appropriate checks (including
candidate for elecfion, as a Director; checks in respect of character, experience, education,
and criminal  record and bankruptcy history  (as
(b)  provide security holders with all appropriate)) are undertaken before appointing a
material information relevant to a person, or putting forward to security holders a
decision on whether or not fo elect or candidate for election, as a Director.
re-slect a Director. (b)  Under the Nomination Committee Charter, all material
information relevant to a decision on whether or not to
elect or re-elect a Director must be provided to security
holders in the Notice of Meeting containing the
resolution to elect or re-elect a Director.
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CORPORATE GOVERNANCE

RECOMMENDATIONS (3kP EDITION) COMPLY EXPLANATION
Recommendation 1.3 The Company's Nomination Committee Charter requires the
A listed enfity should have a written YES Nomination Committee (or, in its absence, the Board) to
agreement with each Director and senior ensure that each Director and senior executive is a party to a
executive setting out the terms of their written agreement with the Company which sefs out the
appointment. terms of that Director’s or senior executive's appointment.
The Company has written agreements with each of its
Directors and senior executives.
Recommendation 1.4 The Board Charter outlines the roles, responsibility and
The company secretary of a listed entity YES accountability of the Company Secretary. In accordance
should be accountable directly to the with this, the Company Secretary is accountable directly to
Board, through the Chair, on all matters to the Board, through the Chair, on all matters to do with the
do with the proper functioning of the proper functioning of the Board.
Board.
Recommendation 1.5 (@) The Company has adopted a Diversity Policy which
A listed entity should: PARTIALLY provides a framework for the Company to establish and
. . . L achieve measurable diversity objectives, including in
(a) hovep diversity policy which includes respect of gender diversity. The Diversity Policy allows
OIS fgr ifie Huoid of @ the Board to set measurable gender diversity
EEvet Comimiiies ef .The'BooroI 1o objectives, if considered appropriate, and to assess
;ecthie\r/?negosgeon%ir d?\?é?sicfgvzsnd fToOr annually both the objectives if any have been set and
assess annually both the objectives the Cémpony s.prggress'ln achieving them.
and the entity’s progress in achieving (b)  The Diversity Policy is available, as part of the Corporate
them: Governance Plan, on the Company’s website.
(b) disclose that policy or a summary or (c)
it; and (i)  The Board does not presently intend to set
(c) disclose as at the end of each measurable gender diversity objectives because:
reporting period: - the Board does not anticipate there will be a
() the measurable objectives for need to appoint any new Directors or senior
achieving gender diversity set executives due tfo limited nature of the
by the Board in accordance Company's existing and proposed activities
with the entfity’s diversity policy qnd the Board's vi.ew that ’rhe existing
and its progress towards Directors and senior executives have
achieving them; and sufficient skill and experience to carry out the
Bl cifher Company’s plans; and
' . . - if it becomes necessary to appoint any new
- Ihe respeciive proporiions Directors or senior executfives, the Board
O 2 'ond women on t.he considered the application of a measurable
Boqrq, N senior executive gender diversity objective requiring a
oesiens elne across t.he specified proportion of women on the Board
v.\/hole . orgonlso'm?n and in senior executive roles will, given the
ggcs:lUdmgef?noevc/j Ui “g;:ri'g small size of the Company and the Board,
- unduly limit the Company from applying the
execuhve' for these Diversity Policy as a whole and the
purposes); or Company’s policy of appointing based on
- if the enfity is a “relevant skills and merit: and
SripleyEr ueler ﬂ_\e (i)  the respective proportions of men and women on
X‘gﬁ?fgiﬁ?eﬁder Equohh}; the Board, in senior executive positions and across
o~ y'smostrecen the whole organisation (including how the entity
ngder " !Equoh.fy has defined “senior executive” for these purposes)
Lﬂd'cowmk' los defgeddm for each financial year will be disclosed in the
quuolify /oé\rdp ace enaer Company’s Annual Report.
Recommendation 1.6 (a) The Board, in the absence of a Nomination Committee,
A listed entity should: YES is responsible for evaluating the performance of the
. Board, its committees and individual Directors on an
(a) hoye _onol disclose a Process for annual basis. It may do so with the aid of an
peiecldly e luEiiig The independent advisor. The process for this is set out in the
performonce Of. Th.e Boqrd, 'TS_ Company's Corporate Governance Plan, which is
g;)(rjnmmees and individual Directors; available on the Company’s website.
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CORPORATE GOVERNANCE

RECOMMENDATIONS (3kP EDITION) COMPLY EXPLANATION
(b) disclose, in relation to each reporting (o) The Company's Corporate Governance Plan requires
period, whether a performance the Company to disclose whether or not performance
evaluation was undertaken in the evaluations were conducted during the relevant
reporting period in accordance with reporting period. The Company intends to complete
that process. performance evaluations in respect of the Board, its
committees (if any) and individual Directors for the
each financial year in accordance with the above
process.
Recommendation 1.7 (a) The Board, in the absence of a Nomination Committee
A listed entity should: YES is responsible for evaluating the performance of the
. Company’s senior executives on an annual basis. The
(@) ho\{e .cmd clssiose © process i Board, in the absence of a Remuneration Committee is
periodically 'evolu'ohng .Thef responsible for evaluating the remuneration of the
performance of its senior executives; Company's senior executives on an annual basis. A
and senior executive, for these purposes, means Key
(b) disclose, in relation fo each reporting Management Personnel (as defined in the Corporations
period, whether a performance Act) other than a non-executive Director.
evolughon was -undertoken in The The applicable processes for these evaluations can be
;(hepforhng period in accordance with found in the Company’s Corporate Governance Plan,
at process. which is available on the Company’s website.

(o) The Company's Corporate Governance Plan requires
the Company to disclose whether or not performance
evaluations were conducted during the relevant
reporting period. The Company intends to complete
performance evaluations in respect of the senior
executives for each financial year in accordance with
the applicable processes.

Principle 2: Structure the Board to add value
Recommendation 2.1 (a) The Company does not currently have a Nomination
The Board of a listed entity should: YES Committee. The Company’s Nomination Committee
. . Charter provides for the creatfion of a Nomination
e aeiis el sl S ululil=e Committee (if it is considered it wil benefit the
which: Company), with at least three members, a majority of
(i) has at least three members, a whom are independent Directors, and which must be
majority  of ~ whom are chaired by an independent Director.
independent Directors; and (b) The Company does not have a Nomination Committee
(i) is chaired by an independent as the Board considers the Company will not currently
Director, benefit from its establishment. In accordance with the
and disclose: Company's Board Charter, the Board carries out the
(i) the charter of the committee; duﬁe; ’rho’r would qrdinorily be carried out k?y ’(he
. . Nomination Committee under the Nomination
(iv) the members of the committee; Committee Charter, including the following processes to
and address succession issues and to ensure the Board has
(v) as at the end of each reporting the appropriate balance of skills, experience,
period, the number of times the independence and knowledge of the entity to enable
committee met throughout the it fo discharge its duties and responisibilities effectively:
period and the individual (i) devoting time at least annually to discuss Board
aftendances of the members af succession issues and updating the Company's
those meetings; or Board skills matrix; and
(b) if it does not have a nomination Board members involved in the

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,
experience, independence and
knowledge of the entity to enable it
to discharge its duties and
responsibilities effectively.

(i) all being
Company’s nomination process, to the maximum
extent permitted under the Corporations Act and
ASX Listing Rules.
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CORPORATE GOVERNANCE

RECOMMENDATIONS (3RP EDITION) COMPLY

Recommendation 2.2

A listed entity should have and disclose a YES
Board skill matrix setting out the mix of skills
and diversity that the Board currently has or

is looking to achieve in its membership.

EXPLANATION

Under the Nomination Committee Charter (in the Company’s
Corporate Governance Plan), the Nomination Committee
(or, in its absence, the Board) is required to prepare a Board
skill matrix setting out the mix of skills and diversity that the
Board currently has (or is looking to achieve) and to review
this at least annually against the Company’s Board skills martrix
to ensure the appropriate mix of skills and expertise is present
to facilitate successful strategic direction.

The Company has a Board skill matrix setting out the mix of
skills and diversity that the Board currently has or is looking to
achieve in its membership. A copy will be made available in
the Company's next Annual Report.

The Board Charter requires the disclosure of each Board
member's qualifications and expertise. Full details as to each
Director and senior executive’s relevant skills and experience
are available on the Company’s website.

Recommendation 2.3

A listed entity should disclose: YES

(a) the names of the Directors considered
by the Board to be independent
Directors;

if a Director has an interest, position,
association or relationship of the type
described in Box 2.3 of the ASX
Corporate Governance Principles and
Recommendation (3rd Edition), 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

(o)

(c) thelength of service of each Director

(a) The Board Charter requires the disclosure of the names
of Directors considered by the Board to be
independent. The Company will disclose those Directors
it considers to be independent in its Annual Report and
on its ASX website. The Board considers the following
Directors are independent: Michael Fry and Loren King.
(o) There are no independent Directors who fall into this
category. The Company will disclose in its Annual Report
and ASX website any instances where this applies and
an explanation of the Board's opinion why the relevant
Director is still considered to be independent.

(c) The Company’s Annual Report will disclose the length of
service of each Director, as at the end of each financial

year.

Recommendation 2.4

A majority of the Board of a listed entity
should be independent Directors.

YES

The Company’s Board Charter requires that, where practical,
the majority of the Board should be independent.

The Board currently comprises a total of 3 directors, of whom
Michael Fry and Loren King are considered to be
independent. As such, independent directors are currently
an independent majority of the Board.

Recommendation 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.

YES

The Board Charter provides that, where practical, the Chair
of the Board should be an independent Director and should
not be the CEO/Managing Director.

The Chair of the Company is an independent Director and is
the CEO/Managing Director.

Recommendation 2.6

A listed entity should have a program for YES
inducting new Directors and providing
appropriate  professional  development
opportunities for continuing Directors to
develop and maintain  the skills and
knowledge needed to perform their role as

a Director effectively.

In accordance with the Company’s Board Charter, the
Nominations Committee (or, in its absence, the Board) is
responsible for the approval and review of induction and
continuing professional development programs and
procedures for Directors to ensure that they can effectively
discharge their responsibilities. The Company Secretary is
responsible for facilitating inductions and professional
development.

Principle 3: Act ethically and responsibly
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CORPORATE GOVERNANCE

RECOMMENDATIONS (3kP EDITION) COMPLY EXPLANATION

Recommendation 3.1 (a)  The Company’'s Corporate Code of Conduct applies fo

A listed entity should: YES the ICompony‘s Directors, senior executives and

(a) have a code of conduct for its SR, )
Directors, senior execufives and (b) The Company’s Corporate Code of Conduct (which
employees; and Lolrms‘porf §|3f tf)llﬁe Coﬂr}npgny's Cor!oorots .?overnonce

(b) disclose that code or a summary of it. an) is available on the Company’s website.

Principle 4: Safeguard integrity in financial reporting

Recommendation 4.1 (a) The Company does not currently have an Audit and Risk

The Board of a listed entity should: YES Committee. The Company's Corporate Governance
h git itt hich: Plan contains an Audit and Risk Committee Charter that

(a) .ove an audit commiftee which: provides for the creation of an Audit and Risk

(i) has at least three members, all Committee (if it is considered it wil benefit the
of ‘whom are non-executive Company), with at least three members, a majority of
Directors and a ' majority  of whom must be independent Directors, and which must
whom are independent be chaired by an independent Director who is not the
Directors; and Chair.

(i) is chaired by an independent (o) The Company does not have an Audit and Risk
Director, who is not the Chair of Committee as the Board considers the Company will
the Board, not currently benefit from its establishment. In

and disclose: accordance with the Company’s Board Charter, the

g . Board carries out the duties that would ordinarily be
the charter of th ttee; . . . ;

(!”) & charterotine 'c.omr'm e carried out by the Audit and Risk Committee under the

(iv) the relevant quailificafions and Audit and Risk Committee Charter including the
experience of the members of following processes to independently verify and
the committee; and safeguard the integrity of its financial reporting,

(v) in relafion to each reporting including the processes for the appointment and
period, the number of times the removal of the external auditor and the rotation of the
committee met throughout the audit engagement partner:
period and the individual (i) the Board devotes time at annual Board meetings
attendances of the members at to fulfiling the roles and responsibilities associated
those meetings; or with maintaining the Company’s interal audit

(o) if it does not have an audit function and arrangements with external auditors;
committee, disclose that fact and and

the processes it employs that (i) all members of the Board are involved in the

independently verify and safeguard Company’s audit function to ensure the proper

the integrity of ifs financial reporting, maintenance of the entity and the integrity of all
including the processes for the financial reporting.

appointment and removal of the

external auditor and the rotfation of

the audit engagement partner.

Recommendation 4.2 The Company’s Audit and Risk Committee Charter requires
The Board of a listed entity should, before it YES the CEO and CFO (or, if none, the person(s) fulfiling those
approves the enfity’s consolidated functions) to provide a sign off on these terms.

financial statements for a financial period, The Company intends to obtain a sign off on these terms for
receive from its CEO and CFO a each of its consolidated financial statements in each
declaratfion that the financial records of financial year.

the entity have been properly maintained

and that the consolidated financial

statements comply with the appropriate

accounting standards and give a frue 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

infernal  contfrol which is operating

effectively.

Recommendation 4.3 The Company's Corporate Governance Plan provides that
A listed entity that has an AGM should YES the Board must ensure the Company's external auditor
ensure that its external auditor attends its
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CORPORATE GOVERNANCE

RECOMMENDATIONS (3RP EDITION)

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

COMPLY

EXPLANATION

aftends its AGM and is available fo answer questions from
security holders relevant to the audit.

Principle 5: Make timely and balanced disclosure

Recommendation 5.1

A listed entity should: YES

(a) 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.

(a) The Board Charter provides details of the Company’s
disclosure policy. In addition, the Corporate
Governance Plan details the Company’s disclosure
requirements as required by the ASX Listing Rules and

other relevant legislation.

(o) The Corporate Governance Plan, which incorporates
the Board Charter, is available on the Company

website.

Principle é: Respect the rights of security holders

Recommendation 6.1

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

YES

Information about the Company and its governance is
available in the Corporate Governance Plan which can be
found on the Company’s website.

Recommendation 6.2

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

YES

The Company has adopted a Shareholder Communications
Strategy which aims to promote and facilitate effective two-
way communication with investors. The Strategy outlines a
range of ways in which information is communicated to
shareholders and is available on the Company’s website as
part of the Company's Corporate Governance Plan.

Recommendation 6.3

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

YES

Shareholders are encouraged to participate at all general
meetings and AGMs of the Company. Upon the despatch of
any nofice of meeting to Shareholders, the Company
Secretary shall send out material stating that all Shareholders
are encouraged to participate at the meeting.

Recommendation 6.4

A listed entity should give security holders YES
the option to receive communications
from, and send communications to, the

entity and its security registry electronically.

The Shareholder Communication Strategy provides that
security holders can register with the Company to receive
email notifications when an announcement is made by the
Company to the ASX, including the release of the Annual
Report, half yearly reports and quarterly reports. Links are
made available to the Company's website on which all
information provided to the ASX is immediately posted.

Shareholders queries should be referred to the Company
Secretary at first instance.

Principle 7: Recognise and manage risk

Recommendation 7.1

The Board of a listed entity should: YES

(a)

have a committee or committees to
oversee risk, each of which:

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

(i) is chaired by an independent
Director,

and disclose:

(i)

the charter of the committee;

(iv) the members of the committee;
and
(v) as at the end of each reporting

period, the number of times the
committee met throughout the

(a) The Company does not currently have an Audit and Risk
Committee. The Company's Corporate Governance
Plan contains an Audit and Risk Committee Charter that
provides for the creation of an Audit and Risk
Committee (if it is considered it will benefit the
Company), with at least three members, a majority of
whom must be independent Directors, and which must
be chaired by an independent Director.

(o) A copy of the Corporate Governance Plan is available
on the Company's website.

(c) The Company does not have an Audit and Risk
Committee as the Board consider the Company will not
currently benefit from its establishment. In accordance
with the Company’s Board Charter, the Board carries
out the duties that would ordinarily be carried out by the
Audit and Risk Committee under the Audit and Risk
Committee Charter including the following processes to

oversee the entity’s risk management framework:
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RECOMMENDATIONS (3R EDITION) COMPLY EXPLANATION
period and the individual (i) the Board devotes ftime at quarterly Board
attendances of the members at meetings to fulfiling the roles and responsibilities
those meetings; or associated with overseeing risk and maintaining
(b) ifit does not have a risk committee or the gnﬂfy’s .risk monogemgn’r framework and
committees that satisfy (a) above, associated internal compliance and control
disclose that fact and the process it procedures; and
employs for overseeing the entity’s (i) the Board has required management to design
risk management framework. and implement risk management and internal
confrol systems to manage the Company’s
material  business risks and has required
management to report to it on whether those risks
are being managed effectively; and
(i) the Chief Executive Officer reports to the Board as
to the effectiveness of the Company’s
management of its material business risks.
Recommendation 7.2 (a) The Audit and Risk Committee Charter requires that the
The Board or a committee of the Board YES Audit and Risk Committee (or, inits absence, the Board)
should: should, at least annually, satisfy itself that the
. e Company'’s risk management framework continues fo
(a) review the entity’s risk management oS SOUE]
framework with management at ) .
least annually to satisfy itself that it (b)  The Company’s Corporate Governance Plan requires
continues to be sound: and the Company to disclose atleast annually whether such
. . . . a review of the Company's risk management
(b) dlsglose in relation to each rgporfmg framework has taken place.
period, whether such a review has
taken place.
Recommendation 7.3 (a) The Audit and Risk Committee Charter provides for the
A listed entity should disclose: YES Audit and Risk Committee to monitor the need for an
. . . . internal audit function.
(a) if it has an internal audit function,
how the function is structured and (b)  The Company does not have an internal audit function.
what role it performs; or The Audit and Risk Committee evaluates and looks to
s . . continually approve the effectiveness of the
=) 1 o d.oes nier nete @ [Ifieie] el Company’s risk management and internal control
funchon, NG SIS eNe| e processes processes as set out in the duties and responsibilities of
i employs for' evolgohng el the Audit and Risk Committee Charter (contained in the
conhnpolly _mproving LiiE Corporate Governance Plan available on the
effeghveness of its risk management Company's website).
and internal control processes.
Recommendation 7.4 The Audit and Risk Committee Charter requires the Audit and
Alisted entity should disclose whether it has YES Risk Committee (or, in its absence, the Board) fto assist
any material exposure to economic, management determine whether the Company has any
environmental and social sustainability risks material exposure to economic, environmental and social
and, if it does, how it manages or intends sustainability risks and, if it does, how it manages or intends to
to manage those risks. manage those risks.
The Company's Corporate Governance Plan requires the
Company to 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
Company will disclose this information in its Annual Report
and on its ASX website as part of its continuous disclosure
obligations.
Principle 8: Remunerate fairly and responsibly
Recommendation 8.1 (a) The Company does not currently have a Remuneration
The Board of a listed entity should: YES Committee. The Company’s Corporate Governance
. . Plan contains a Remuneration Committee Charter that
(@) ho\{e .G TEMUREIEHEN  SOmmies provides for the creation of a Remuneration Committee
which: (if it is considered it will benefit the Company), with at
() has at least three members, a least three members, a maijority of whom must be
maojority  of  whom  are independent Directors, and which must be chaired by
independent Directors; and an independent Director.
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RECOMMENDATIONS (3R EDITION) COMPLY EXPLANATION
(i) is chaired by an independent (o) The Company does not have a Remuneration
Director, Committee as the Board considers the Company will
and disclose: not cumently benefit from its establishment. In
. . accordance with the Company’s Board Charter, the
(i) the charter of the commiftee; Board carries out the duties that would ordinarily be
(iv) the members of the committee; carried out by the Remuneration Committee under the
and Remuneration Committee Charter including the
(v) as at the end of each reporting following processes to set the level and composition of
period, the number of times the remuneration for Directors and senior executives and
committee met throughout the ensuring that such remuneration is appropriate and not
period and the individual excessive:
attendances of the members af (i) the Board devotes time at the annual Board
those meetings; or meeting to assess the level and composition of
(b) if it does not have a remuneration remuneration for Directors and senior executives;
committee, disclose that fact and (i) the Company has not adopted any schemes for
the processes it employs for setting retirement benefits;
e Ievel' ale 'composmon ,Of (iii)  the total maximum remuneration of non-executive
remungrohon ier Dlrecfors dnd senior Directors is initially set by the Constitution and
execuhves' Or?d ensunng lingly SUel subsequent variation is by ordinary resolution of the
;@;;?Vrghon is appropriate and nof shareholders in general meeting; and
’ (iv) the determination of non-executive Directors’
remuneration within the maximum amount fixed
will be made by the Board having regard to the
inputs and value to the Company or the respective
confributions be each non-executive Director.
Recommendation 8.2 The Company's Corporate Governance Plan requires the
A listed entity should separately disclose its YES Board to disclose its policies and practices regarding the
policies and practices regarding the remuneration of Directors and senior executives, which is
remuneration of non-executive Directors disclosed on the Company’s websife.
and the remuneration of executive
Directors and other senior executives and
ensure that the different roles and
responsibilities of non-executive Directors
compared to executfive Directors and
other senior executives are reflected in the
level and composition of  their
remuneration.
Recommendation 8.3 (a) The Company does not have an equity based
A listed entity which has an equity-based YES remuneration scheme. The Company does not have a
remuneration scheme should: policy on whether participants are permitted to enter
. into tfransactions (whether through the use of derivatives
(a) gg\r/’r?cipoc:ﬁs groehcgermi?’rned ;ghgmg or otherwise) which Iimit the economic risk of
info tfransactions (whether through participating in the scheme.
the use of derivatives or otherwise)
which limit the economic risk of
participating in the scheme; and
(b) disclose that policy or a summary of
it.
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME

For the financial year ended 31 December 2017

For the year For the year
Notes ended ended
31 Dec 2017 31 Dec 2016
$ $
Interest revenue 2.A 1,789 6,010
Other revenue 2.A 29,020 -
Other expenses 2.B (288,000) (166,715)
Director and employee related expenses (254,166) (225,000)
Consultants fees (79.3%0) (96,557)
Compliance and registry expenses (163,606) (164,138)
Options valuation expense (179.991) (24,875)
Interest on financing (105,969) -
(Loss)/gain on foreign exchange movement (55,237) 110,250
Other expenses - 20,025
Project expense reversal of impairment 6.A - 131,006
Loss before income tax expense (1,095,551) (409,994)
Income tax expense 3 = -
Net loss for the year (1,095,551) (409,994)
Other comprehensive income
Items that may be reclassified subsequently to profit and loss:
Exchange differences on the tfransaction of foreign operations (247,322) (43,805)
Other comprehensive loss for the year net of taxes (247,322) (43,805)
Total comprehensive loss for the year (1,342,873) (453,799)
Loss Per Share
Basic and diluted loss per share (cents) 15 (0.14) (0.20)

The accompanying notes form part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 31 December 2017

ASSETS

CURRENT ASSETS

Cash and cash equivalents
Trade and other receivables
TOTAL CURRENT ASSETS

NON-CURRENT ASSETS

Other receivables

Other assets

Exploration and evaluation
TOTAL NON-CURRENT ASSETS
TOTAL ASSETS

LIABILITIES

CURRENT LIABILITIES

Trade and other payables
Borrowings

TOTAL CURRENT LIABILITIES

NON-CURRENT LIABILITIES
Borrowings

TOTAL NON-CURRENT LIABILITIES
TOTAL LIABILITIES

NET ASSETS

EQUITY

Issued capital
Reserves
Accumulated losses
TOTAL EQUITY

Notes

8.A.
8.B.

8.B.

11
10

As at As at
31 Dec 2017 31 Dec 2016

$ S
51,854 256,857
24,366 33,017
76,220 289,874
12,820 -
1,994,614 1,951,077
5,521,615 1,830,733
7,529,049 3,781,810
7,605,269 4,071,684
371,940 260,252
- 200,000
371,940 460,252
2,550,845 -
2,550,845 -
2,922,785 460,252
4,682,484 3,611,432
222,355,544 220,586,610
2,327,095 1,929,426
(220,000,155) (218,904,604)
4,682,484 3,611,432

The accompanying notes form part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2017

BALANCE AT 1 JANUARY 2016
Loss for the period

Other comprehensive loss

Total comprehensive loss for the
period

Shares issued during the period
Options issued during the period
Capital raising costs

BALANCE AT 31 DECEMBER 2016

BALANCE AT 1 JANUARY 2017
Loss for the period

Other comprehensive loss

Total comprehensive loss for the
period

Shares issued during the period
Options issued during the period
Capital raising costs

BALANCE AT 31 DECEMBER 2017

The accompanying notes form part of these consolidated financial statements.

Share Foreign
Based Currency
Issued Accumulated Payment Translation
Capital Losses Reserve Reserve Total
$ $ $ $ $

218,405,878 (218,494,610) 1,948,231 - 1,859,499
- (409,994) - - (409,994)
- - - (43,8095) (43,805)
- (409,994) - (43,805) (453,799)
2,300,000 - - - 2,300,000
- - 25,000 - 25,000
(119,268) - - - (119,268)
220,586,610 (218,904,604) 1,973,231 (43,805) 3,611,432
220,586,610 (218,904,604) 1,973,231 (43,805) 3,611,432
- (1,095,551) - - (1,095,551)
- - - (247,322) (247,322)
- (1,095,551) - (247,322) (1,342,873)
1,980,000 - - - 1,980,000
- - 644,991 - 644,991
(211,066) - - - (211,066)
222,355,544 (220,000,155) 2,618,222 (291,127) 4,682,484
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CONSOLIDATED STATEMENT OF CASH FLOWS
For the year ended 31 December 2017

CASH FLOWS USED IN OPERATING ACTIVITIES
Payments to suppliers and employees
Interest received

NET CASH (USED IN) OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Payments for investments

Payments for exploration activities

Payments for acquisition of oil and gas properties
NET CASH (USED IN) INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issue of shares

Transaction costs on issue of shares

Proceeds from borrowings

NET CASH PROVIDED BY FINANCING ACTIVITIES
NET (DECREASE) IN CASH AND CASH EQUIVALENTS

Cash at beginning of the period
Effect of exchange rates on cash
CASH AT END OF PERIOD

Notes

For the year

For the year

ended ended
31 Dec 2017 31 Dec 2016
$ $

(711,356) (603,651)
1,789 6,010
(709,567) (597.641)
(329,480) (1,621,065)
- (827.,429)
(3.272,365) (1,003,304)
(3.601,845) (3,451,798)
1,980,000 2,300,125
(121,066) (119,268)
2,245,002 200,000
4,103,936 2,380,857
(207,476) (1,668,582)
256,857 1,858,994
2,473 66,445
51,854 256,857

The accompanying notes form part of these consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2017

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

1.A.  BASIS OF PREPARATION

These financial statements are general purpose financial statements, which have been prepared in
accordance with the requirements of the Corporations Act 2001, Accounting Standards and
Interpretations and comply with other requirements of the law.

The financial statements comprise the consolidated financial statements for the Group. For the
purposes of preparing the consolidated financial statements, the Company is a for-profit entity.

The accounting policies detailed below have been consistently applied fo all of the years presented
unless otherwise stated. The financial statements are for the Group consisting of Brookside Energy
Limited and its subsidiaries.

The financial statements have been prepared on a historical cost basis. Historical cost is based on the
fair values of the consideration given in exchange for goods and services.

The Company is an ASX listed public company, incorporated in Australia and operating in Australia
and USA. The entity’s principal activities are mineral exploration.

The financial report is presented in Australian dollars.

1.A.1. Functional and Presentation Currency

The consolidated financial statements are presented in Australian dollars (AUD$), which is the Group's
presentation currency unless otherwise stated.

1.A.2. Accounting Policies

The same accounting policies and methods of computation have been followed in this consolidated
financial report as were applied in the 31 December 2016 financial statements.

1.A.3. Going Concern

The Group incurred a loss of $1,095,551 for the year ended 31 December 2017. In addition, the Group
has working capital deficiency of $295,720. Cash and cash equivalents at the year-end amounted to
$51,854.

The ability of the company and consolidated entity to continue as going concerns is dependent on
a combination of a number of factors, the most significant of which is the ability of the company to
raise additional funds in the following 12 months through issuing additional shares and/or, to secure
further financing facilities or extend the current financing facilities in place.

These factors indicate a material uncertainty that may cast significant doubt as to whether the
company and consolidated entity will continue as going concerns and therefore whether they will
realise their assets and extinguish their liabilities in the normal course of business and at the amounts
stated in the financial report.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2017

1.B.  ADOPTION OF NEW AND REVISED STANDARDS
1.B.1. Changes in accounting policies on initial application of Accounting Standards

Standards and Interpretations applicable to 31 December 2017

In the year ended 31 December 2017, the Directors have reviewed all of the new and revised
Standards and Interpretations issued by the AASB that are relevant to its operations and effective for
the current annual reporting period. As a result of this review, the Directors have determined that
there is no impact, material or otherwise, of the new and revised Standards and Interpretations on its
business and, therefore, no change is necessary to Group accounting policies.

Standards and Interpretations in issue not yet adopted

The Directors have also reviewed all new Standards and Interpretations that have been issued but are
not yet effective for the year ended 31 December 2017. As a result of this review, the Directors have
determined that there is no impact, material or otherwise, of the new and revised Standards and
Interpretations on ifs business and, therefore, no change necessary to Group accounting policies.

In the year ended 31 December 2017, the Directors have reviewed all of the new and revised
Standards and Interpretations issued by the AASB that are relevant to the Company and effective for
the current annual reporting period. As a result of this review, the Directors have determined that
there is no material impact of the new and revised Standards and Interpretations on the Company
and, therefore, no material change is necessary to Group accounting policies.

1.C.  STATEMENT OF COMPLIANCE

The general purpose consolidated financial statements for the period ended 31 December 2017 were
approved and authorised for issue on 29 March 2018.

The financial report complies with Australion Accounting Standards, which include Australian
equivalents to International Financial Reporting Standards (AIFRS). Compliance with AIFRS ensures that
the financial report, comprising the financial statements and notes thereto, complies with International
Financial Reporting Standards (IFRS).

1.D.  BASIS OF CONSOLIDATION

The consolidated financial statements comprise the financial statements of Brookside Energy Limited
and ifs subsidiaries as at 31 December each year (the Group). Control is achieved where the
company has the power to govern the financial and operating policies of an entity so as to obtain
benefits from its activities.

The financial statements of the subsidiaries are prepared for the same reporting period as the parent
company, using consistent accounting policies. Investments in subsidiaries are accounted for at cost
in the parent entity’s financial statements.

In preparing the consolidated financial statements, all infercompany balances and transactions,
income and expenses and profit and losses resulting from infra-group fransactions have been
eliminated in full. Subsidiaries are fully consolidated from the date on which control is transferred to
the Group and cease to be consolidated from the date on which control is transferred out of the
Group. Conftrol exists where the company has the power to govern the financial and operating
policies of an entity so as to obtain benefits from its activities.

The acquisition of subsidiaries has been accounted for using the purchase method of accounting. The
purchase method of accounting involves allocating the cost of the business combination to the fair
value of the assets acquired and the liabilities and contingent liabilities assumed at the date of
acquisition. Accordingly, the consolidated financial statements include the results of subsidiaries for
the period from their acquisition.

BROOKSIDE ENERGY LIMITED | 2017 ANNUAL REPORT Page 30



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2017

1.E. SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGEMENTS

The application of accounting policies requires the use of 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 other factors that are
considered to be relevant. Actual results may differ from these estimates.

Exploration and evaluation expenditure:

The Directors have conducted a review of the Group’s capitalised exploration expenditure to
determine the existence of any indicators of impairment. Based upon this review, the Directors have
determined that no impairment exists.

Share-based payment transactions:

The Group measures the cost of equity-settled transactions with employees by reference to the fair
value of the equity instruments at the date at which they are granted. The fair value is determined by
an external valuer using a Black and Scholes model, using assumptions provided by the Company.

The fair value is expensed over the period until vesting.

1.F. FOREIGN CURRENCY TRANSLATION

Both the functional and presentation currency of Brookside Energy Limited is Australian dollars. Each
entity in the Group determines its own functional currency and items included in the financial
statements of each entity are measured using that functional currency.

Transactions in foreign currencies are initially recorded in the functional currency by applying the
exchange rates ruling at the date of the fransaction. Monetary assets and liabilities denominated in
foreign currencies are refranslated af the rate of exchange ruling at the balance date.

All exchange differences in the consolidated financial statements are taken to profit or loss with the
exception of differences on foreign currency borrowings that provide a hedge against a net
investment in a foreign entity. These are taken directly to equity until the disposal of the netinvestment,
at which time they are recognised in profit or loss.

Tax charges and credits attributable to exchange differences on those borrowings are also recognised
in equity. Non-monetary items that are measured in terms of historical cost in a foreign currency are
franslated using the exchange rate as at the date of the initial fransaction.

Non-monetary items measured at fair value in a foreign currency are translated using the exchange
rates at the date when the fair value was determined. Translation differences on assets and liabilities
carried at fair value are reported as part of the fair value gain or loss.

The functional currency of the foreign operations, BRK Oklahoma Holdings LLC and Anadarko Leasing
LLC is US dollars, *USD".

1.G.  IMPAIRMENT OF ASSETS

The Group assesses at each balance date whether a financial asset or group of financial assets is
impaired.

(i) Financial assets carried at amortised cost

If there is objective evidence that an impairment loss on loans and receivables carried at amortised
cost has been incurred, the amount of the loss is measured as the difference between the asset’s
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2017

carrying amount and the present value of estimated future cash flows (excluding future credit losses
that have not been incurred) discounted at the financial asset’s original effective interest rate (i.e. the
effective interest rate computed at initial recognition). The carrying amount of the asset is reduced
either directly or through use of an allowance account.

The amount of the loss is recognised in profit or loss.

The Group first assesses whether objective evidence of impairment exists individually for financial assets
that are individually significant, and individually or collectively for financial assefs that are not
individually significant. If it is determined that no objective evidence of impairment exists for an
individually assessed financial asset, whether significant or not, the asset is included in a group of
financial assets with similar credit risk characteristics and that group of financial assets is collectively
assessed for impairment. Assets that are individually assessed for impairment and for which an
impairment loss is or confinues to be recognised are not included in a collective assessment of
impairment.

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. Any subsequent reversal of an impairment loss is recognised in
profit or loss, to the extent that the carrying value of the asset does not exceed its amortised cost at
the reversal date.

2, REVENUES AND EXPENSES

2.A. REVENUE

Year ended Year ended
31 Dec 2017 31 Dec 2016
$ $
Other Revenue
Interest received 1,789 6,010
Other received 29,020 -
30,809 6,010

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

Interest income

Interest income from a financial asset is recognised when it is probable that the economic benefits
will flow to the Group and the amount of revenue can be reliably measured. Interest income is
accrued on a time basis, by reference to the principal outstanding and at the effective interest rate
applicable, which is the rate that exactly discounts estimated future cash receipts through the
expected life of the financial asset to that asset’s net carrying amount on initial recognition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2017

2.B. OTHER EXPENSES

Administration expenses

Borrowing fees

Interest expense

Promotion and communication expenses
Travel expenses

Ofther expenses

3. INCOME TAX EXPENSE

The components of tax expense comprise:
Current tax
Deferred tax

Income tax expense reported in statement of profit or loss
and other comprehensive income

79,470 24,004

10,500 -

- 6,234

34,075 34,674

163,661 87,283

294 14,520

288,000 166,715
Year ended Year ended
31 Dec 2017 31 Dec 2016

$ $

The prima facie tax benefit on loss from ordinary activities before income tax is reconciled to the

income tax as follows:

Prima facie tax benefit on loss from ordinary activity before
income tax at 27.5% (31 December 2016: 30%)(i);

Add tax effect of:
Other non-allowable items
Losses not recognised

Less tax effect of:
Other non-assessable items
Other deductible items
Losses deferred tax balances not recognised

Income tax benefit reported in the consolidated statement
of profit or loss and other comprehensive income

(301,277) (122,999)
128,069 43,358
195,141 173,814

21,933 94,174

= 83,009
11,062 -
10,871 11,165

BROOKSIDE ENERGY LIMITED | 2017 ANNUAL REPORT

Page 33



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2017

3. INCOME TAX EXPENSE (continued)

3.A. UNRECOGNISED DEFERRED TAX ASSETS

Year ended Year ended
31 Dec 2017 31 Dec 2016
Unrecognised deferred tax assets at 27.5% (31 December $ $
2016: 30%) (i):
Carry forward revenue losses 2,561,214 2,581,171
Provisions and accruals 8,250 6,000
Capital raising 37.339 31,532
2,606,803 2,618,703

The tax benefits of the above deferred tax assets will only be obtained if:

(a) the company derives future assessable income of a nature and of an amount sufficient fo
enable the benefits to be utilised;

(b) the company continues to comply with the conditions for deductibility imposed by law; and

(c) nochangesinincome tax legislation adversely affect the company in utilising the benefits.

(i) - the corporate tax rate for eligible companies will reduce from 30% to 25% by 30 June 2027 providing certain
tfurnover thresholds and other criteria are met. Deferred tax assetfs and liabilities are required to be measured at
the tax rate that is expected to apply in the future income year when the asset is realised or the liability is
settled. The Directors have determined that the deferred tax balances be measured at the tax rafes stated.

Current tax assets and liabilities for the current and prior periods are measured at the amount
expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws used to
compute the amount are those that are enacted or substantively enacted by the balance date.

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

Deferred income tax assets are recognised for all deductible temporary differences, carry-forward of
unused tax assets and unused tax losses, to the extent that it is probable that taxable profit will be
available against which the deductible temporary differences and the carry-forward of unused tax
credits and unused tax losses can be utilised, except:

. when the deferred income tax asset relating fo the deductible temporary difference
arises from the initial recognition of an asset or liability in a fransaction that is not a
business combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; or

. when the deductible temporary difference is associated with investments in
subsidiaries, associates or interests in joint ventures, in which case a deferred tax asset
is only recognised to the extent that it is probable that the temporary difference will
reverse in the foreseeable future and taxable profit will be available against which the
temporary difference can be utilised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2017

3. INCOME TAX EXPENSE (continued)

The carrying amount of deferred income tax assets is reviewed at each balance date and reduced
fo 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.

Unrecognised deferred income tax assets are reassessed at each balance date and are recognised
to the extent that it has become probable that future taxable profit will allow the deferred tax asset
to be 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 substantively enacted at the balance date.

Income taxes relating to items recognised directly in equity are recognised in equity and not in profit
or loss.

Deferred tax assets and deferred tax liabilities are offset only if a legally enforceable right exists to set
off current tax assets against current tax liabilities and the deferred tax assets and liabilities relate to
the same taxable entity and the same taxation authority.

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

. when 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

. receivables and payables, which are stated with the amount 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.

Cash flows are included in the Statement of Cash Flows on a gross basis and the GST component of
cash flows arising from investing and financing activities, which is recoverable from, or payable to, the
taxation authority are classified as operating cash flows.

Commitments and contingencies are disclosed net of the amount of GST recoverable from, or
payable to, the taxation authority.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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4. CASH AND CASH EQUIVALENTS

As at As at
31 Dec 2017 31 Dec 2016
$ $
Cash at bank 51,854 256,857
51,854 256,857

Cash comprises cash at bank and in hand. Cash equivalents are short term, highly liquid investments
that are readily convertible to known amounts of cash and which are subject to an insignificant risk of
changes in value.

For the purposes of the Statement of Cash Flows, cash and cash equivalents consist of cash and cash
equivalents as defined above, net of outstanding bank overdrafts.

Cash at bank earns interest at floating rates based on daily bank deposit rates.

5. TRADE & OTHER RECEIVABLES

As at As at
31 Dec 2017 31 Dec 2016
$ $
Current
Other receivables 13,158 33.017
Prepayments 11,208 -
24,366 33,017

Trade receivables are generally due for settlement within periods ranging from 15 days to 30 days.
There are no receivables that are past due date.

6. OTHER ASSETS

As at As at
31 Dec 2017 31 Dec 2016
$ $
At cost 1,994,614 1,951,077
Accumulated depreciation and impairment - -
1,994,614 1,951,077
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For the year ended 31 December 2017

6.  OTHER ASSETS (CONTINUED)

6.A. MOVEMENT IN CARRYING AMOUNTS

As at As at
31 Dec 2017 31 Dec 2016
$ $
Opening balance 1,951,077 -
Black Mesa Productions LLC — Earn-in i) 184,615 617,745
RA Minerals - Royalty rights acquisition (at cost) - 1,202,326
Foreign currency franslation on movement (141,078) -
Impairment (i) - 131,006
Closing balance 1,994,614 1,951,077

(i) On 7 December 2015, BRK Oklahoma Holdings LLC, a wholly owned subsidiary of the Company,
entered into an agreement investing in the United States focused energy start-up Black Mesa
Production, LLC. At 31 December 2015, A$131,006 of costs had been incurred and due to the infancy
stage of the project, these costs were impaired. During the prior financial year, the project had
progressed beyond infancy stage resulting in impairments being reversed.

(i) On 7 December 2015, BRK Oklahoma Holdings LLC entered into an agreement investing in the
United States focused energy start-up Black Mesa Production, LLC. Under this agreement, BRK
Oklahoma will acquire 15% of Black Mesa and the Tulsa Equity Group will acquire 35% (“the Equity
Members”). The Black Mesa management team will earn 50% equity in Black Mesa as Incenfive
Members.

In accordance with the agreement, during the year ended 31 December 2017, the Company has
paid US$288,000 (2016: US$396,780) with a further US$253,020 payable over the next 12 months.

Investment in Subsidiary

subsidiar 2017 2016 2017 2016
v % % $ $

BRK Oklahoma Holdings LLCA 100 100 366 366
Anadarko Leasing LLC 100 - 444 -

A On 9 June 2017, the company registered its wholly owned subsidiary Anadarko Leasing LLC, an Oklahoma, USA, Limited

Liability Company.
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7. EXPLORATION AND EVALUATION

As at As at
31 Dec 2017 31 Dec 2016

$ $
Costs carried forward in respect of areas of interest in: - -
Exploration and evaluation phases — at cost 5,521,615 1,830,733
Opening Balance 1,830,733 -
STACK project (acquisition costs) 3,448,258 1,830,733
STACK JV1 375,000 -
Foreign currency fransaction on movement (132,376) -

5,521,615 1,830,733

1. In accordance with the STACK-A Joint Venture agreement, the company issued 75,000,000 listed
options at $0.02, exercisable on or before 31 December 2018.

The recoupment of costs carried forward in relation fo areas of interest in the exploration and
evaluation phases are dependent on the successful development and commercial exploitation or
sale of the respective areas.

Exploration and evaluation expenditures in relafion to each separate area of interest are recognised
as an exploration and evaluation asset in the year in which they are incurred where the following
conditions are satisfied:

. the rights to tenure of the area of interest are current; and

. at least one of the following conditions is also met:

(i) the exploration and evaluation expenditures are expected to be recouped through
successful development and exploitation of the area of interest, or alternatively, by its
sale; or

(i) exploration and evaluation activities in the area of interest have not at the balance
datfe reached a stage which permits a reasonable assessment of the existence or
otherwise of economically recoverable reserves, and active and significant operations
in, or in relation to, the area of interest are continuing.

Exploration and evaluation assets are initially measured at cost and include acquisition of rights to
explore, studies, exploratory driling, trenching and sampling and associated activities and an
allocation of depreciation and amortised of assets used in exploration and evaluation activities.
General and administrative costs are only included in the measurement of exploration and evaluation
costs where they are related directly to operational activities in a particular area of interest.
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7. EXPLORATION AND EVALUATION (continued)

Exploration and evaluation assets are assessed for impairment when facts and circumstances suggest
that the carrying amount of an exploration and evaluation asset may exceed its recoverable amount.
The recoverable amount of the exploration and evaluation asset (for the cash generating unif(s) to
which it has been allocated being no larger than the relevant area of interest) is estimated to
determine the extent of the impairment loss (if any). Where an impairment loss subsequently reverses,
the carrying amount of the asset is increased to the revised estimate of its recoverable amount, but
only to the extent that the increased carrying amount does not exceed the carrying amount that
would have been determined had no impairment loss been recognised for the asset in previous years.

Where a decision has been made to proceed with development in respect of a particular area of
interest, the relevant exploration and evaluation asset is tested forimpairment and the balance is then
reclassified to development.

8. LIABILITIES

9.A. TRADE AND OTHER PAYABLES

As at As at
31 Dec 2017 31 Dec 2016
$ $

Trade creditors (q) 61,742 211,570
Other creditors and accruals* 310,198 48,682

371,940 260,252
*Aggregate amounts payable to related parties included:
Directors and director-related entities 58,766 16,250

Terms and conditions

(a)  Trade creditors are non-interest bearing and are normally settled on 30 day ferms.

Trade payables and other payables are carried at amortised cost 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. Trade and other payables are presented as current liabilities unless payment is
not due within 12 months.
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8. TRADE & OTHER PAYABLES (continued)
8.B. BORROWINGS

As at As at
31Dec 2017 O De; 201¢
Opening balance 200,000 -
Oklahoma Energy LLC financing(ii) 2,550,845 -
Cicero Advisory Services - 200,000
Repayments — Cicero Advisory Services(ii) (200,000) -
Closing balance 2,550,845 200,000

(i) On1June 2017, Anadarko Leasing LLC (wholly owned subsidiary) entered into a Drawdown Facility
with Oklahoma Energy Consultants.

Terms of the Drawdown Facility are as follows:

Date of Financing

agreement Facility Terms(iii)
Facility is due for repayment on the 20 June
2019. Facility shall bear interest at a rate per
annum of 12%, payable quarterly in arrears on
US$3,000,000

1 June 2017 (increase from drO\_/\(dovx_/n amounts. _
(Amended 22 $2.000,000 on Facility will be secured by the Borrowers interest
December 22'Dec'ember in Working Interest leasehold acreage that is
2017) acquired by the Borrower pursuant to and

2017) subject to the terms of the Dirilling Program

Agreement between the Borrower and Black
Mesa Production, LLC.

As at 31 December 2017, total of A$2,445,002 (US$1,919,386) has been drawdown. Included in the
profit and loss is $105,969 accrued interest expense for the period.

(i) During the year, the Company repaid the loan with Cicero Advisory Services in the amount of
$200,000 plus borrowing fees of $10,500.
(i) On 16 March 2018, the terms of the facility agreement were amended. Refer Note 22.

Borrowings are initially recognised at fair value, net of transaction costs incurred. Borrowings are
subsequently measured at amortised cost. Any difference between the proceeds (net of fransaction
costs) and the redemption amount is recognised in profit or loss over the period of the borrowings
using the effective interest method. Fees paid on the establishment of loan facilities are recognised
as transaction costs of the loan to the extent that it is probable that some or all of the facility will be
drawn down. In this case, the fee is deferred until the draw down occurs. To the extent there is no
evidence that it is probable that some or all of the facility will be drawn down, the fee is capitalised
as a prepayment for liquidity services and amortised over the period of the facility to which it relates.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2017

8. TRADE & OTHER PAYABLES (continued)
8.B. BORROWINGS (continued)

Borrowings are removed from the statement of financial position when the obligation specified in the
contract is discharged, cancelled or expired. The difference between the carrying amount of a
financial liability that has been extinguished or transferred to another party and the consideration
paid, including any non-cash assets transferred or liabilities assumed, is recognised in profit or loss as
other income or finance costs.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer
settlement of the liability for at least 12 months after the reporting period.

Derecognition of financial liabilities
A financial liability is derecognised when the obligation under the liability is discharged or cancelled
or expires.

When an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, such an exchange or
modification is freated as a derecognition of the original liability and the recognition of a new liability,
and the difference in the respective carrying amounts is recognised in profit or loss.

9. ISSUED CAPITAL

As at As at
31 Dec 2017 31 Dec 2016
$ $
Issued and paid up capital
790,000,000 Ordinary shares 222,355,544 220,586,610
(31 December 2016: 625,000,000)
9.B.  MOVEMENTS IN ISSUED CAPITAL
At the beginning of the period 220,586,610 218,405,878
Shares issued during the period:
- Placement @ $0.012 1,980,000 2,000,000
- Placement @ $0.012 - 300,000
Share issue costs (211,066) (119,268)
At end of the period 222,355,544 220,586,610
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2017

9. ISSUED CAPITAL (continued)

9.C.  MOVEMENTS IN NUMBER OF SHARES ON ISSUE

Fully paid
At the beginning of the period

Shares issued during the period:
-Placement - 3 February 2017
-Placement — 15 April 2016 — tranche 1
-Placement — 30 June 2016 - tranche 2
-Placement — 24 August 2016
-Placement — 24 October 2016
-Placement — 8 December 2016
At end of the period

Terms and conditions of contributed equity

Ordinary shares

Voting Rights

Number

625,000,000

165,000,000

501,051,719

60,000,000
40,000,000
25,000,000
60,000,000
40,000,000

790,000,000

625,000,000

Ordinary shares participate in dividends and the proceeds on winding up of the Company in
proportion to the number of shares held and in proportion to the amount paid up on the shares held.

At shareholders meetings, each ordinary share is entitled to one vote in proportion to the paid-up
amount of the share when a poll is called, otherwise each shareholder has one vote on a show of

hands.

9.D. OPTIONS

At the end of the reporting period, 460,000,000 options over unissued shares were on issue.

Tvpe Date of Expir Exercise Price Number of Options
yP piry AUD on Issue
Listed options 31 Dec 2018 $0.02 435,000,000
Unlisted options 31 Dec 2020 $0.03 25,000,000
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2017

9. ISSUED CAPITAL (continued)

9.E. MOVEMENTS IN NUMBER OF OPTIONS ON ISSUE

Fully paid
At the beginning of the period

Shares issued during the period:

- Options placement — 3 February 2017; free attaching
- Options issued in accordance with Drilling agreement
- Options issued to consultants and directors

- Options issued in lieu of capital raising fees

- Options placement — June 2016

-Expired during the period

At end of the period

10. ACCUMULATED LOSSES

Balance at the beginning of the period
Net loss for the period
Balance at end of the period

11.  RESERVES

Option valuation reserve
Foreign currency translation reserve

Option valuation reserve

As at As at
31 Dec 2017 31 Dec 2016
Number Number
250,000,000 187,499,924
82,500,000 -
75,000,000 -
36,500,000 -
16,000,000 12,500,076
- 50,000,000
460,000,000 250,000,000
As at As at
31 Dec 2017 31 Dec 2016
$ $
(218,904,604) (218,494,610)
(1,095,551) (409,994)

(220,000,155)

(218,904,604)

As at As at
31 Dec 2017 31 Dec 2016
$ $
2,618,222 1,973,231
(291,127) (43,805)
2,327,095 1,929,426

This reserve is used to record the value of equity benefits provided to employees, directors, suppliers

and consultants as part of their remuneration. Refer to Note 20.

Foreign Currency Translation Reserve

Foreign currency translatfion reserve records exchange differences arising on translation of the
subsidiaries’ functional currency (US Dollars) into presentation currency at balance date.

BROOKSIDE ENERGY LIMITED | 2017 ANNUAL REPORT

Page 43



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2017

11.  RESERVES (continued)

11.B. OPTION VALUATION RESERVE

As at As at
31 Dec 2017 31 Dec 2016
$ $

At the beginning of the period 1,973,231 1,948,231
Options issued during the period:

- Options issued to consultants (i) 46,000 -
- Options issued in directors(ii) 133,991 -
- Options issued in accordance with Driling agreement(iii) 375,000 -
- Options issued in lieu of capital raising services(iv) 90,000 25,000
At end of the period 2,618,222 1,973,231

(i) On 29 March 2017, 11,500,000 listed options were issued to Cicero Corporate Advisory in lieu of corporate
advisory services with a value $0.004 based on 5 day VWAP at date of agreement.

(ii) On 29 March 2017, 15,000,000 unlisted options were issued to David Prentice and 10,000,000 unlisted options
fo Michael Fry in recognition of their ongoing commitment and confribution to the company.

(iii) On 29 March 2017, the company issued 75,000,000 listed options in accordance with the Stack-A JV Drilling
Facility at a value of $0.005 per option.

(iv]  On 29 March 2017, 16,000,000 listed options were issued to various consultants in lieu of capital raising
services with an average value of $0.005 based on 5 day VWAP at the date of their agreements.

11.C. OPTION VALUATION

The fair value of the listed options issued during the year ended 31 December 2017, was determined
by the VWAP of the listed option price at the date of issue.

The fair value of 25,000,000 unlisted options granted during the year ended 31 December 2017 was
determined using the Black Scholes option pricing model using the following inputs to the model:

Share price $0.014
Volatility 72%
Risk free rate 1.57%

Discount for lack of

marketability 30%
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2017

11.  RESERVES (continued)

11.D. FOREIGN CURRENCY RESERVE

As at As at
31 Dec 2017 31 Dec 2016
$ $
At beginning of the period (43,805) -
Movement during the period (247,322) (43,805)
Balance at end of the period (291,127) (43,805)

12. CASH FLOW INFORMATION

12.B. RECONCILIATION OF NET LOSS AFTER TAX TO THE NET CASH FLOWS FROM OPERATIONS:

As at As at
31 Dec 2017 31 Dec 2016
$ $

Net loss (1,095,551) (409,994)
Non-cash items
Option valuation expense 179,991 24,875
Foreign currency franslation 55,531 61,115
Interest on borrowings 105,969 -
Acquisifion costs (impairment)/reversal of impairment - (131,066)
Changes in assets and liabilities
Increase/(decrease) in receivables and other assets (5.168) (207,134)
Decrease in payables and accruals 49,661 64,503
Net cash flows from / (used in) operating activities (709,567) (597,641)
Reconciliation of cash:
Cash balances comprises
AUD accounts 40,417 256,593
USD accounts 11,437 264

51,854 256,857
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2017

13. KEY MANAGEMENT PERSONNEL DISCLOSURES

13.B. REMUNERATION OF DIRECTORS AND EXECUTIVES

Details of remuneration paid to Key Management Personnel have been disclosed in the Directors’
Report.

Aggregate of remuneration paid fo Key Management Personnel during the period as follows:

As at As at
31 Dec 2017 31 Dec 2016
$ $
Short term employee benefits 254,166 225,000
Post-employment benefits - -
Share-based payments 133,991 -
388,157 225,000

During the year ended 31 December 2017, Cicero Corporate Pty Ltd, an entity related to Loren King,
received $114,000 exclusive of GST for the provision of company secretarial and accounting work to
the Group. Cicero has been engaged to provide corporate services to the Company.

14. SEGMENT INFORMATION

Brookside Energy Limited operates predominantly in one industry being the oil and gas industry in the
USA.

Identification of reportable segments

The Company has identified its operating segments based on the internal reports that are reviewed
and used by the Board of Directors in assessing performance and determining the allocation of
resources.

The Company is managed primarily on the basis of its oil and gas interests in the USA and its corporate
activities in Australia. Operating segments are therefore determined on the same basis.

Reportable segments disclosed are based on aggregating operating segments where the segments
are considered to have similar economic characteristics.

Types of reportable segments

(i) Oil and gas exploration: Segment assets, including acquisition cost of exploration licenses and
all expenses related to the projects in the USA are reported on in this segment.

(i)  Corporate, including freasury, corporate and regulatory expenses arising from operating an ASX
listed entity. Segment assets, including cash and cash equivalents, and investments in financial
assets are reported in this segment.

Basis of accounting for purposes of reporting by operating segments
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2017

14. SEGMENT INFORMATION (continued)

Accounting policies adopted

Unless stated otherwise, all amounts reported to the Board of Directors as the chief decision maker
with respect to operating segments are determined in accordance with accounting policies that are
consistent to those adopted in the annual financial statements of the Group.

Segment assets

Where an asset is used across multiple segments, the asset is allocated to the segment that receives
the maijority of economic value from the asset. In the majority of instances, segment assets are clearly
identifiable on the basis of their nature and physical location.

Unless indicated otherwise in the segment assets note, deferred tax assets and intangible assets have
not been allocated to operating segments.

Segment liagbilities

Liabilities are allocated to segments where there is direct link between the incurrence of the liability
and the operations of the segment. Borrowings and tax liabilities are generally considered to relate to
the Company as a whole and are not allocated. Segment liabilities include tfrade and other payables.

Oil and Gas
& Other US
Sl [eEaiT e AU Corporate entities Total
S ) )
(i) Segment performance
Segment revenue 30,809 - 30,809
Segment results (921,236) (174,315) (1,095,551)
Included within segment result:
- Interest Revenue 1,789 - 1,789
- Drawdown facility interest expense - (105,969) (105,969)
- Option valuation expense (179,991) - (179,991)
Segment assets 452,030 7,153,239 7,605,269
Segment liabilities (110,908) (2,812,877) (2,922,785)
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For the year ended 31 December 2017

14. SEGMENT INFORMATION (continued)

Oil and Gas
& Other US
Sl e 56 ALY Corporate entities Total
$ $ $
(i) Segment performance
Segment revenue 6,010 - 6,010
Segment results (556,683) 146,689 (409,994)
Included within segment result:
- Interest Revenue 6,010 - 6,010
- Option valuation expense (24,875) - (24,875)
Segment assets 276,055 3,795,629 4,071,684
Segment liabilities (261,247) (199,005) (460,252)

15. LOSS PER SHARE

The following reflects the income and share data used in the calculation of basic and diluted loss per

share:
As at As at
31 Dec 2017 31 Dec 2016
S $
Earnings used in calculation of basic and diluted earnings per (1,095,551) (409,994
share
Weighted average number of ordinary shares on issue used in 775,041,209 485204918

the calculation of basic loss per share

Basic earnings per share is calculated as net profit or loss attributable to members of the parent,
adjusted to exclude any costs of servicing equity (other than dividends) and preference share
dividends, divided by the weighted average number of ordinary shares, adjusted for any bonus
element.

Diluted earnings per share is calculated as net profit or loss attributable to members of the parent,
adjusted for:

. costs of servicing equity (other than dividends) and preference share dividends;

. the after tax effect of dividends and interest associated with dilutive potential ordinary
shares that have been recognised as expenses; and

. other non-discretionary changes in revenues or expenses during the period that would

result from the dilution of potential ordinary shares; divided by the weighted average
number of ordinary shares and dilutive potential ordinary shares, adjusted for any bonus
element.
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16. RELATED PARTY DISCLOSURE

There have been no other related party transactions during the year.

17.  AUDITOR’S REMUNERATION

As at As at
31 Dec 2017 31 Dec 2016
$ $
The auditor of Brookside Energy Limited is HLB Mann Judd.
Amounts received or due and receivable to the auditor for:
— Audit or reviewing the financial report. 36,750 29,607
36,750 29,607

18. FINANCIAL INSTRUMENTS

The main risks arising from the Group's financial instruments are market risk, currency risk and interest
rate risk.

This note presents information about the Group's exposure to each of the above risks, their objectives,
policies and processes for measuring and managing risk, and the management of capital.

The Board has overall responsibility for the establishment and oversight of the risk management
framework. The Board reviews and agrees policies for managing each of these risks and they are
summarised below.

The Group's principal financial instruments comprise cash and short term deposits. The main purpose
of the financial instruments is to earn the maximum amount of interest at a low risk to the Group. The
Group also has other financial instruments such as trade debtors, creditors and borrowings which arise
directly from its operations.

Market Risk
Market risk is the risk that changes in market prices such as foreign exchange rates, interest rates and
equity prices will affect the Group’s income or the value of its holdings of financial instruments.

The Group is exposed to movements in market interest rates on short term deposits. The policy is fo
monitor the interest rate yield curve out to 120 days to ensure a balance is maintained between the
liguidity of cash assets and the interest rate return. The Group does not have short or long term debt,
and therefore this risk is minimail.

Currency Risk

Foreign exchange risk arises from future commitments, assets and liabilities that are denominated in a
currency that is not he functional currency of the Group. The Group deposits are denominated in both
US and Australian dollars. At the year end the majority of deposits were held in Australian dollars.
Currently, there are no foreign exchange programs in place. The Group treasury function manages
the purchase of foreign currency to meet operational and budgetary requirements. The impact of
reasonably possible changes in foreign exchange rates for the Group is not material.
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18. FINANCIAL INSTRUMENTS (continued)

Interest Rate Risk

The table below reflects the undiscounted contractual settlement terms for financial instruments of a
fixed period of maturity, as well as management’s expectations of the settflement period for all other
financial instruments. As such, the amounts might not reconcile to the statement of financial position.

Interest Rate Sensitivity Analysis
At 31 December 2017, if interest rates had been 2% higher or lower than the prevailing rates realised,
with all other variables held constant, the effect on loss and equity as a result of interest rates changes

would be as follows:

31 Dec 2017 31 Dec 2016
$ $
Net Change Net Change

Change in loss
Increase in interest rate by 2%:
AUD accounts (36) (120)
USD accounts - -

(36) (120)
Decrease in interest rate by 2%:
AUD accounts 36 120
USD accounts - -

36 120

Change in equity
Increcase in interest rate by 2%:
AUD accounts (36) (120)
USD accounts - -

(36) (120)
Decrease in interest rate by 2%:
AUD accounts 36 120
USD accounts - -

36 120

Credit Risk

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 the policy of only dealing with creditworthy
counterparties and obtaining sufficient collateral or other security where appropriate, as a means of

mitigating the risk of financial loss from defaults.

The Group operates in the energy exploration and production sector; it therefore does not supply
products and have frade receivables and is not exposed to credit risk in relation to trade receivabiles.
The Group does not have any significant credit risk exposure to any single counterparty or any

Company of counterparties having similar characteristics.
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18. FINANCIAL INSTRUMENTS (continued)

The Group's maximum exposure to credit risk at each balance date in relation to each class of
recognised financial assets is the carrying amount, net of any allowance for doubtful debts, of those
assets as indicated in the statement of financial position. The maximum credit risk exposure of the
Group at 31 December 2017 is Nil (2016: Nil). There are no impaired receivables at 31 December 2017
(2016: Nil).

Liquidity Risk

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due.
The Group's approach to managing liquidity is fo ensure, as far as possible, that it will always have
sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions, without
incurring unacceptable losses or risking damage to the Group's reputation.

The Group manages liquidity risk by monitoring forecast cash flows on a rolling monthly basis. The
Group does not have any significant liquidity risk as the Group does not have any collateral debts.

Capital Management

The Group's objectives when managing capital are to safeguard its ability to confinue as a going
concern, so it may continue to provide returns for shareholders and benefits for other stakeholders.

Accordingly, the objective of the Group's capital risk management is to balance the current working
capital position against the requirements to meet exploration programmes and corporate overheads.
This is achieved by maintaining appropriate liquidity to meet anficipated operating requirements, with
a view to initiating appropriate capital raisings as required.

The directors consider that the carrying value of the financial assets and financial liabilities recognised
in the consolidated financial statement approximate their fair value.

18.B. FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS

Financial assets and financial liabilities measured at fair value in the statement of financial position are
grouped info three levels of the following fair value measurement hierarchy in accordance with AASB
7 Financial Instruments:

Disclosures

o 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 or indirectly;

. Level 3: unobservable inputs for the asset or liability.
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18. FINANCIAL INSTRUMENTS (continued)

The following table shows the levels within the hierarchy of financial assets and liabilities measured at
fair value on a recurring basis at 31 December 2017 and 31 December 2016:

31 December 2017 Level 1 Level 2 Level 3 Total

S S S S
Financial assets - - -
Cash and cash equivalents 51,854 - 51,854
Receivables 24,366 - 24,366
RA Iv\l_n'e.rcls - Royalty Rights 1 115,388 1 115,388
acquisition
Total financial assets 1,191,608 - 1,191,608
Financial liabilities
Payables (371,940) - (371,940)
Loans and borrowings (2,550,845) - (2,550,845)
Total financial liabilities (2,922,785) - (2,922,785)
31 December 2016 Level 1 Level 2 Level 3 Total

) ) ) )
Financial assets - - -
Cash and cash equivalents 256,857 - 256,857
Receivables 33,017 - 33,017
RA I\/\|.n.e‘rols - Royalty Rights 1202326 1 202,326
acquisition
Total financial assets 1,492,200 - 1,492,200
Financial liabilities
Payables (260,252) - (260,252)
Loans and borrowings (200,000) - (200,000)
Total financial liabilities (460,252) - (460,252)

Net fair value of financial assets and liabilities

The carrying amount of cash and cash equivalents approximates fair value because of their short-

term maturity.
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19. CONTINGENT ASSETS AND LIABILITIES

There are no contfingent liabilities or contingent assets.

20. SHARE BASED PAYMENT PLANS

The following share-based payment arrangements were entered into during the period:

The fair value of the unlisted equity-settled options granted is estimated as at the date of grant using
the Black-Scholes model taking info account the ferms and conditions upon which the opftions were
granted. Listed options are valued using VWAP as at the prevailing share price on the date of grant.

insfrument at grant

Corporate Drilling Capital Raising
Director Options Adyvisor Agreement Fees
Type Listed opfions: Listed options: Listed options:
Unlisted Options BRKO BRKO BRKO
Number 25,000,000 11,500,000 75,000,000 16,000,000
Grant date 29 March 2017 28 March 2017 29 March 2017 29 March 2017
Expiry date / vesting date 31 December 31 December 31 December 31 December
2020 2018 2018 2018
Exercise Price $0.03 $0.02 $0.02 $0.02
Dividend yield (%) - - - -
Expected voldatility (%) 72% - - -
Risk-free interest rate (%) 1.57 - - -
Expected life of option 376 i ) i
(years)
Grant date share price $0.014 $0.004 $0.005 $0.005
Fair value of equity $0.0054 $0.004 $0.005 $0.005

The expected life of the optionsis based on historical data and is not necessarily indicative of exercise
pafterns that may occur. The expected volatility reflects the assumption that the historical volatility is
indicative of future frends, which may also not necessarily be the actual outcome. No other features
of options granted were incorporated into the measurement of fair value.

No share options were exercised during the year.

Included in the statement of profit and loss is $179,991 which relates to equity settled share-based
payment transactions which have been brought to account in the year.

The cost of these equity-settled fransactions with employees is measured by reference to the fair value
of the equity instruments at the date at which they are granted. The fair value is determined by an
external valuer using a Black-Scholes model, using assumptions provided by the Company.

In valuing equity-settled transactions, no account is taken of any performance conditions, other than
conditions linked fto the price of the shares of Brookside Energy Ltd (market conditions), if applicable.
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20. SHARE BASED PAYMENT PLANS (continued)

The cost of equity-settled transactions is recognised, together with a corresponding increase in equity,
over the period in which the performance and/or service conditions are fulfiled, ending on the date
on which the relevant employees become fully entitled to the award (the vesting period).

The cumulative expense recognised for equity-settled transactions at each reporting date until vesting
date reflects:

(i) the extent to which the vesting period has expired and

(ii) the Group'’s best estimate of the number of equity instruments that will ultimately vest.

No adjustment is made for the likelihood of market performance conditions being met as the effect
of these conditions is included in the determination of fair value at grant date. The statement of
comprehensive income charge or credit for a period represents the movement in cumulative expense
recognised as at the beginning and end of that period.

No expense is recognised for awards that do not ultimately vest, except for awards where vesting is
only conditional upon a market condition.

If the terms of an equity-settled award are modified, as a minimum an expense is recognised as if the
terms had not been modified. In addition, an expense is recognised for any modification that
increases the total fair value of the share-based payment arrangement, or is otherwise beneficial to
the employee, as measured at the date of modification.

If an equity-settled award is cancelled, it is freated as if it had vested on the date of cancellation, and
any expense not yet recognised for the award is recognised immediately. However, if a new award is
substituted for the cancelled award and designated as a replacement award on the date that it is
granted, the cancelled and new award are freated as if they were a modification of the original
award, as described in the previous paragraph.

The dilutive effect, if any, of outstanding options is reflected as additional share dilution in the
computation of earnings per share . Refer Note 15.
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21. PARENT ENTITY DISCLOSURES

Financial Position
Assets

Current assets
Non-current assets
Total assets

Liabilities
Current liabilities
Total liabilities

Equity

Issued capital
Accumulated losses
Reserves

Total equity

Financial performance

Loss for the period

Other comprehensive income
Total comprehensive income

Year Ended Year Ended
Dec 2017 Dec 2016
S S

76,220 276,055
4,717,172 3,495,106
4,793,392 3,771,161
110,908 261,247
110,908 261,247
222,355,544 220,586,610
(220,291,282) (219,049,927)
2,618,222 1,973,231
4,682,484 3,509,914
(1,241,355) (686,690)
(1,241,355) (686,690)
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For the year ended 31 December 2017

21. PARENT ENTITY DISCLOSURES (continued)

Contingent liabilities
As at 31 December 2017 and 2016, the Company had no contingent liabilities.

Contractual Commitments
As at 31 December 2017 and 2016, the Company had no contractual commitments.

Guarantees entered into by parent entity
As at 31 December 2017 and 2016, the Company had not entered info any guarantees.

The financial information for the parent entity, Brookside Energy Ltd, has been prepared on the same
basis as the consolidated financial statements, except as set out below.

Investments in subsidiaries, associates and joint venture entities
Investments in subsidiaries, associates and joint venture entities are accounted for at cost in the parent
entity’s financial statements.

22. SUBSEQUENT EVENTS

Post the end of the December Quarter, the Company announced results from the three most recent
non-operated Working Interest wells. These wells are located within the Company’s Blaine County
focus area. All three wells achieved IP24's above 2,000 BOE/day (~33% oil), with one well achieving a
Company record ~3,500 BOE/day.

The Company’s average Working Interest in these wells is ~5.7%, at the upper end of the Company
average Working Interest secured to date. All three of these well support (subject to continued
performance in- line with the Company's type curve) EUR's well above the Company’s 1,039 Mboe
estimate for this part of the basin.

On March 7, 2018 the Company announced that it had increased its Working Interest leasehold
acreage to approximately 2,000 acres, a 17% increase in less than two-months. The Company'’s total
Anadarko Basin holdings now stand at approximately 2,100 acres (inclusive of the previously
announced RA Minerals Royalty Acreage which is currently being developed by NYSE listed
independent, Continental Resources, Inc.).

On March 16, 2018 the company also announced an increase in the Anadarko Leasing facility
provided by Oklahoma Energy Consultants (OEC) from US$3.0m to US$4.0m.

The Directors are not aware of any other matter or circumstance that has arisen since 31 December
2017 which significantly affected, or may significantly affect, the operations of the Company, the
results of those operations, or the state of affairs of the Group, in future financial years.
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23. COMMITMENTS FOR EXPENDITURE

Capital Commitments — Black Mesa Productions LLC

Within one year” 324,385 398,010
After one year but not more than five years” - 349,668
More than five years - -

324,385 747,678

A Equivalent of 2017: USD253,020 and 2016: USD288,000
* Equivalent of 2017: nil and 2016: USD253,020
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DIRECTORS’ DECLARATION

1. Inthe opinion of the directors of Brookside Energy Limited (the ‘Company’):

a. the financial statements, notes and the additional disclosures are in accordance with the
Corporations Act 2001 including:

i.  giving atrue and fair view of the Group's financial position as at 31 December
2017 and of its performance for the year then ended; and

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

b. there are reasonable grounds to believe that the Company will be able to pay its debts as
and when they become due and payable; and

c. the financial statements and notes thereto are in accordance with International Financial
Reporting Standards issued by the International Accounting Standards Board.

2. This declaration has been made after reviewing the declarations required to be made to the
directors in accordance with Section 295A of the Corporations Act 2001 for the financial year
ended 31 December 2017.

This declaration is made in accordance with a resolution of the Board of Directors and is signed for
and on behalf of the Directors by:

David Prentice
Chief Executive Officer

29 March 2018
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Accountants | Business and Financial Advisers

INDEPENDENT AUDITOR’S REPORT
To the members of Brookside Energy Limited

Report on the Audit of the Financial Report

Opinion

We have audited the financial report of Brookside Energy Limited (“the Company”) and its controlled
entities (“the Group”), which comprises the consolidated statement of financial position as at 31
December 2017, the consolidated statement of profit or loss and other comprehensive income, the
consolidated statement of changes in equity and the consolidated statement of cash flows for the year
then ended, and notes to the financial statements, including a summary of significant accounting
policies, and the directors’ declaration.

In our opinion, the accompanying financial report the Group is in accordance with the Corporations Act
2001, including:

a) giving a true and fair view of the Group’s financial position as at 31 December 2017 and of their
financial performance for the year then ended; and

b) complying with Australian Accounting Standards and the Corporations Regulations 2001.

Basis for opinion

We conducted our audit in accordance with Australian Auditing Standards. Our responsibilities under
those standards are further described in the Auditor's Responsibilities for the Audit of the Financial
Report section of our report. We are independent of the Group in accordance with the auditor
independence requirements of the Corporations Act 2001 and the ethical requirements of the
Accounting Professional and Ethical Standards Board’s APES 110 Code of Ethics for Professional
Accountants (“the Code”) that are relevant to our audit of the financial report in Australia. We have
also fulfilled our other ethical responsibilities in accordance with the Code.

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

Material uncertainty regarding going concern

We draw attention to Note 1.A.3 in the financial report, which indicates the existence of a material
uncertainty that may cast significant doubt on the Group’s ability to continue as a going concern. Our
opinion is not modified in respect of this matter.

HLB Mann Judd (WA Partnership) ABN 22 193 232 714

Level 4 130 Stirling Street Perth WA 6000 | PO Box 8124 Perth BC WA 6849 | Telephone +61 (08) 9227 7500 | Fax +61 (08) 9227 7533
Email: mailbox@hlbwa.com.au | Website: www.hlb.com.au

Liability limited by a scheme approved under Professional Standards Legislation

HLB Mann Judd (WA Partnership) is a member of [3iB3 International, a world-wide organisation of accounting firms and business advisers
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Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in
our audit of the financial report of the current period. These matters were addressed in the context of
our audit of the financial report as a whole, and in forming our opinion thereon, and we do not provide
a separate opinion on these matters. In addition to the matter described in the Material Uncertainty
Related to Going paragraph above, we have determined the matters described below to be the key
audit matters to be communicated in our report.

Key Audit Matter

How our audit addressed the key audit matter

Investments — R. A Minerals Royalty (Note 7)

The carrying value of the Royalty acquisition Our procedures included but were not limited to:

costs amounted to $1,115,388 at year end.

The royalties’ rights were a key audit matter
due to size of the balance and the level of
estimation required in relation to future cash
flows.

Obtaining an understanding of the key processes
associated with management's review of the
carrying value of the royalty stream;

Assessing whether discounted cash flows
provided by management in support of the
recoverability of the asset indicated continued
recognition was appropriate;

Considering whether any impairment indicators
were in existence in accordance with AASB 136
Impairment of Assets; and

Ensuring the adequacy of disclosures made within
the financial report.

Stack Acreage Exploration and Evaluation

(Note 8)

In accordance with AASB 6 Exploration for
and Evaluation of Mineral Resources, the
Group capitalises all exploration and
evaluation expenditure, including acquisition
costs, and subsequently applies the cost
model after recognition.

Our audit focussed on the Group’s
assessment of the carrying amount of the
capitalised exploration and evaluation asset,
as this is one of the most significant assets
of the Group. We planned our work to
address the audit risk that the capitalised
expenditure might no longer meets the
recognition criteria of the standard. In
addition, we considered it necessary to
assess whether facts and circumstances
existed to suggest that the carrying amount
of an exploration and evaluation asset may
exceed its recoverable amount.

Our procedures included but were not limited to the
following:

We obtained an understanding of the key
processes associated with management’s review
of the carrying values of each area of interest

We considered the Directors’ assessment of
potential indicators of impairment;

We obtained evidence that the Group has current
rights to tenure of its areas of interest;

We examined the exploration budget for the year
ending 30 June 2018 and discussed with
management the nature of planned ongoing
activities;

We enquired with management, reviewed ASX
announcements and reviewed minutes of
Directors’ meetings to ensure that the Group had
not resolved to discontinue exploration and
evaluation at any of its areas of interest; and
Ensuring the adequacy of disclosures made within
the financial report
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Information other than the financial report and auditor’s report thereon

The directors are responsible for the other information. The other information comprises the
information included in the Group’s annual report for the year ended 31 December 2017, but does not
include the financial report and our auditor’s report thereon.

Our opinion on the financial report does not cover the other information and accordingly we do not
express any form of assurance conclusion thereon.

In connection with our audit of the financial report, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
report or our knowledge obtained in the audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of the directors for the financial report

The directors of the Group 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 preparing the financial report, the directors are responsible for assessing the ability of the Group to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless the directors either intend to liquidate the Group or to cease
operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial report

Our objectives are to obtain reasonable assurance about whether the financial report as a whole is
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that
an audit conducted in accordance with Australian Auditing Standards will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of this financial report.

As part of an audit in accordance with the Australian Auditing Standards, we exercise professional
judgement and maintain professional scepticism throughout the audit. We also:

. Identify and assess the risks of material misstatement of the financial report, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

) Obtain an understanding of internal control relevant to the audit 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 Group’s internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the directors.
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Conclude on the appropriateness of the directors’ use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Group’s ability to continue as a
going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures in the financial report or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events or conditions
may cause the Group to cease to continue as a going concern.

. Evaluate the overall presentation, structure and content of the financial report, including the
disclosures, and whether the financial report represents the underlying transactions and events
in a manner that achieves fair presentation.

We communicate with the directors regarding, among other matters, the planned scope and timing of
the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

We also provide the directors with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

From the matters communicated with the directors, we determine those matters that were of most
significance in the audit of the financial report of the current period and are therefore the key audit
matters. We describe these matters in our auditor’s report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.

Report on the Remuneration Report
Opinion on the remuneration report

We have audited the remuneration report included in pages 11 to 15 of the directors’ report for the
year ended 31 December 2017.

In our opinion, the remuneration report of Brookside Energy Limited for the year ended 31 December
2017 complies with section 300A of the Corporations Act 2001.

Responsibilities

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.

HLB Mann Judd N G Neill
Chartered Accountants Partner

Perth, Western Australia
29 March 2018
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A. CORPORATE GOVERNANCE

A statement disclosing the extent to which the Company has followed the best practice
recommendations set by the ASX Corporate Governance Council during the reporting period is
detailed following the Director’'s Report.

B. SHAREHOLDING

Substantial Shareholders

The names of the substantial shareholders listed on the Company’s register as at 26 March 2018.

Number of
Name
Shares
TRUST CO AUST LTD MOF A/C 110,000,000
TWENTIETH CENTURY MOTOR COMPANY PTY LTD WALKER FAMILY S/F A/C 55,250,000

B.1. Quoted Securities

At the date of this report there were 435,000,000 quoted options over ordinary shares in the Company
were on issue and no options were exercised during the year. The listed options are exercisable at
$0.02 per option and have an expiry date of 31 December 2018.

B.2. Unquoted Securities

At the date of this report there were 25,000,000 unquoted options over ordinary shares in the Company
were on issue and no options were exercised during the year. The unlisted options are exercisable at
$0.03 per option and have an expiry date of 31 December 2020.

B.3. Number of holders in each class of equity securities and the voting rights attached

There are 2,208 holders of ordinary shares. Each shareholder is entitled to one vote per share held.

On a show of hands every shareholder of ordinary shares present at a meeting in person or by proxy,
is entitled tfo one vote, and upon a poll each share is entitled to one vote.

B.4. Distribution schedule of the number of holders in each class of equity security as at 26 March

2018.

By Class ) Holders of ) Number of %
Ordinary Shares Ordinary Shares

1-1,000 854 297,534 0.04%
1,001 - 5,000 392 1,016,139 0.13%
5,001 - 10,000 114 853,793 0.11%
10,001 - 100,000 398 20,059,152 2.54%
100,001 and over 450 767,773,382 97.19%
TOTALS 2,208 790,000,000 100.00%
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B.5. Marketable Parcel

There are 1,463 shareholders with less than a marketable parcel.

B.6. Restricted Securities

The Company has no restricted securities at the current date.

B.7. Twenty largest holders of each class of quoted equity security

Fully paid ordinary shares

The names of the twenty largest holders of fully paid ordinary shares, the number of securities each

holds and the percentage of share capital each holds (as at 26 March 2018) is as follows:

e | =

THE TRUST COMPANY (AUSTRALIA) MOF A/C 110,000,000 13.92%
THE TWENTIETH CENTURY MOTOR WALKER FAMILY S/F A/C 55,250,000 6.99%
GREAT SOUTHERN FLOUR MILLS 34,750,000 4.40%
STATION NOMINEES PTY LTD STATION SUPER FUND A/C 30,000,000 3.80%
MR M J WILD 25,000,000 3.16%
ASPIRE WEST PTY LTD 20,000,000 2.53%
JKR SUPER PTY LTD JPR SUPER FUND A/C 15,000,000 1.90%
MR R S & MRS J DONGRAY SUPER FUND A/C 15,000,000 1.90%
MR K C & MRS K FAULKNER FAULKNER FAMILY SF A/C 14,000,000 1.77%
PANDORA PERTH PTY LTD 13,500,000 1.71%
M S SUPER PTY LTD 13,088,015 1.66%
MR P S DONGRAY THE DONGRAY FAMILY NO 2 A/C 12,000,000 1.52%
JA RODGERS SUPERANNUATION JOHN RODGERS SUPER FUND A/C 10,000,000 1.27%
SABRELINE PTY LTD JPR INVESTMENT A/C 10,000,000 1.27%
RAVENHILL INVESTMENTS PTY LTD HOUSE OF EQUITY A/C 10,000,000 1.27%
MR | A & MRS H LEETE THE LEETE FAMILY S/F A/C 9,166,667 1.16%
WIMALEX PTY LTD TRIO S/F A/C 9,000,000 1.14%
JBS INVESTMENT PARTNERS LP 8,333,333 1.05%
AET ACF JBS INVESTMENTS INTERNATIONAL ADVANTAGE FUND 8,333,333 1.05%
WARCZAK ENTERPRISES PTY LTD WARCZAK SUPER FUND A/C 8,019,202 1.02%
TOTAL 430,440,550 54.49%
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Options

The names of the twenty largest option holders, the number of options each holds and the percentage
of option capital each holds (as at 26 March 2018) is as follows:

H T O'\lp(:ioor:s %

MR D & MRS M R PRENTICE D&M PRENTICE SUPERFUND A/C 40,000,000 9.20%
THE TRUST COMPANY (AUSTRALIA)  MOF A/C 28,833,333 6.63%
MR M J FRY 25,000,000 5.75%
MERCHANT FUNDS MANAGEMENT 25,000,000 5.75%
MR G J & MRS T M RALSTON THE RALSTON §/F A/C 24,000,000 5.52%
RAVENHILL INVESTMENTS PTY LTD HOUSE OF EQUITY A/C 20,000,000 4.60%
SUPER MSJ PTY LTD MSJ SUPER FUND A/C 15,000,000 3.45%
FIRST INVESTMENT PARTNERS PTY 10,000,000 2.30%
WATEROX PTY LTD TIEN CHAI A/C 10,000,000 2.30%
MR S A MALONE 10,000,000 2.30%
MR A W R PARKER 8.000,000 1.84%
MS L LIU 7,628,327 1.75%
MY H & B PTY LTD 7,500,000 1.72%
MR T A & MRS H LEETE THE LEETE FAMILY S/F A/C 7,083,333 1.63%
BNP PARIBAS NOMINEES PTY LTD IB AU NOMS RETAILCLIENT DRP 7,080,001 1.63%
ETHAN ALLEN INVESTMENTS PTY ETHAN ALLEN INVEST UNIT A/C 7,000,000 1.61%
MR K C & MRS K FAULKNER FAULKNER FAMILY SF A/C 6,000,000 1.38%
SABRELINE PTY LTD JPR INVESTMENT A/C 5,000,000 1.15%
JKR SUPER PTY LTD JPR SUPER FUND A/C 5,000,000 1.15%
SACCO DEVELOPMENTS THE SACCO FAMILY A/C 4,979.167 1.14%
TOTAL 273,104,161 62.78%
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