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INTERIM FINANCIAL REPORT
FOR THE HALF YEAR ENDED
31 DECEMBER 2019

This interim financial report does not include all the notes of the type normally included in an
annual financial report. Accordingly, this report is to be read in conjunction with the Annual
Report for the year ended 30 June 2019 and any public announcements made by Key
Petroleum Limited during the interim reporting period in accordance with the continuous
disclosure requirements of the Corporations Act 2001.
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KEY PETROLEUM LIMITED
31 DECEMBER 2019
ABN 50 120 580 618
DIRECTORS’ REPORT
Your directors submit their report on the consolidated entity consisting of Key Petroleum Limited (“Key”, “the
Company” or “the Group”) and the entities it controlled at the end of, or during, the half-year ended 31
December 2019.

DIRECTORS
The names of the directors who held office during or since the end of the half-year are:
Rex Turkington
Kane Marshall
Dennis Wilkins
Min Yang
Geoffrey Baker

REVIEW AND RESULTS OF OPERATIONS
A summary of consolidated revenues and results for the half-year is set out below:
2019
Revenues
$
Group revenues and loss

410,678

Results
$
(172,105)

During the half year ended 31 December 2019 completion and settlement of the Production Licence L7 (Mount
Horner) Farmout Agreement between Key Petroleum (Australia) Pty Ltd, a wholly owned subsidiary of Key
Petroleum Limited and A.C.N. 008 939 080 Pty Ltd, a subsidiary of Triangle Energy (Global) Limited
(“Triangle”), took place on 2 October 2019 and included approval of the transaction from the Department of
Mines, Industry Regulation and Safety, Western Australia (“DMIRS”).
The Bookara Shelf Oil Project was identified as potentially being a new material Australian oil province, drawing
similarities to the Western Flank of the Cooper-Eromanga Basin. The Bookara Shelf includes Key’s Exploration
Permit EP 437 and the Mount Horner Oil Field (L7) which has produced oil from the same age Jurassic
reservoir as the Western Flank. Both permits have Permian oil and gas potential on trend from recent
discoveries in the Perth Basin at Waitsia, West Erregulla and Behara Deep.
Activities continued in EP 437 with preparation for the drilling of the Wye Knot-1 exploration well to take place
in 2020. An application for the Suspension and Extension of the drilling work commitment to 25 May 2020 was
made and subsequently approved by DMIRS. The Company has not only secured access to the drilling
prospect in EP 437 but has also finalised a land access and compensation agreement for the area directly
south that includes the Becos and Parce Prospects. Compensation terms for all activities from exploration,
appraisal, development and production to be undertaken include:
•

2D or 3D seismic acquisition with associated rehabilitation;

•

Three exploration wells with any open hole, cased hole or extended production testing;

•

Geochemical survey; and

•

Petroleum operations.

The Becos, Parce and Becos South Prospects are considered multi-level objectives, including at the Kingia
and High Cliff level. These Prospects are located adjacent to the Mount Horner Oil Field and north of the
Dongara Oil and Gas Field and have the potential to materially unlock development in the area with success
at Wye Knot-1 and the 2020 Mount Horner Farmout Programme. Importantly, EP 437 and L7 sit on trend from
all recent discoveries including Waitsia, West Erregulla and Behara Deep.
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These recent Perth Basin discoveries have also shed new light on Key’s offshore Perth Basin exploration
permit WA 481 P. The Year 6 Work Program was largely completed during the period, including inversion, fluid
modelling and seismic reprocessing of the Diana 3D and selected adjacent 2D seismic data. In early
December 2019 the WA-481-P Joint Venture executed an Option Agreement with Red Emperor Resources
NL (“Red Emperor”) whereby Red Emperor agreed to fund the current Year 6 Work Program, with a capped
amount of $150,0000 payable to the Joint Venture. Within 30 days of the National Offshore Petroleum Titles
Administrator granting renewal of the permit which currently expires on 19 February 2020, Red Emperor will
have the right to acquire a 70% working interest and the right to operate by paying Pilot Energy Limited and
Key collectively $500,000.
The work undertaken to date has identified new prospects and the deeper potential of the Permian High Cliff
and Kingia formations which have been the subject of recent onshore discoveries. The WA-481-P Joint
Venture is working to incorporate all of the latest data into the renewal application for a further 5 year period.
In relation to Cooper Eromanga Basin activities, a formal Farmin Agreement was executed between a
subsidiary of Pancontinental Oil and Gas NL (“Pancon”) and Key Petroleum Cooper Basin Pty Ltd, a wholly
owned subsidiary of Key Petroleum Limited, for the farmout of the Meeba Project whereby:
Pancon has agreed to farm into the Meeba Project and will acquire from Key:
•

an undivided 20% participating interest in ATP 920 (together with an option to acquire an additional
undivided 15% participating interest in ATP 920); and

•

an undivided 25% participating interest in the Ace Area (collectively the “Farmin Interest”).

In consideration of the assignment of the Farmin Interest, Pancon will undertake the following obligations
(collectively “Farmin Obligations”):
•

a payment to Key of $150,000 (which has been received) to cover back costs. $100,000 will be
refundable if ATP 920 and ATP 924 are not renewed; and

•

fund 26.67 % of the total costs and expenses of drilling an exploration well (site to be selected), to target
depth including plugging and abandoning the well (“Dry Hole Costs”) but excluding success case costs
associated with testing and completing the well, with such well costs to be capped at gross $3,000,000
(“on a 100% basis”).

By satisfying the Farmin Obligations Pancon shall be deemed to have also acquired from Key an option (“ATP
920 Option”) to acquire a further undivided 15% participating interest in ATP 920:
•

The ATP 920 Option may be exercised by Pancon giving notice to Key at least 90 days prior to the
expiry of Year 1 of the renewed term of ATP 920; and

•

If Pancon exercises the ATP 920 Option then Pancon will fund, at its sole risk and expense, during Year
2 of the renewed term of ATP 920, 280 kilometres of 2D seismic data acquisition in respect of ATP 920
and shall thereby earn or acquire a further undivided 15% participating interest in ATP 920.

Subsequent to the Pancon Farmout, Key advised that the Chandos Updip Prospect within Key’s 100% owned
Canaway Ridge Project had been significantly de-risked from integrating primary term work commitments,
being a geochemical survey and seismic reprocessing:
•

Anomalous geochemical values above background were detected and now interpreted to be across the
Chandos Updip Prospect which was previously identified on vintage 2D seismic;

•

Down-dip and north-west of the Chandos Updip Prospect, Chandos-1 was drilled in 1966 and is
interpreted to be in a position low to the structural crest in this part of the Project;

•

Chandos-1 previously recovered 3.9 barrels of oil from an interval 39 metres in thickness from a drill
stem test from the Wimma Sandstone. This sandstone is interpreted to be early to mid-Triassic in age
of the Napamerri Group. Further oil and gas shows were present in the deeper Permian section;

•

The Canaway project still has a minimum of eight (8) prospects all located updip or proximal to wells
that have recovered oil and have been identified on vintage 2D seismic data that is over 20 years old;
and
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•

The prospects lie on the Canaway Ridge trend, a prolific oil producing trend demonstrated by the
presence of the producing Bodalla South and Kenmore Oil Fields to the south.

Towards the end of the interim period, all three (3) Cooper Eromanga Basin permits were renewed for a period
of four (4) years. A Letter of Intent was executed with Refine Energy Pty Ltd for the use of Refine Energy Rig
2 that included agreed contractual rates for a rig contract after the Queensland wet season, including the work
program contemplated under the Pancon Farmout and potentially drilling the Chandos UpDip Prospect.
In addition to the Meeba and Canaway Ridge Projects, Key will also focus on gas exploration of the Triassic
and Permian reservoirs within 3D defined prospects that lie 20 kilometres west of the Santos operated Mount
Howett and Whanto Gas Developments and 75 kilometres west of the Real Energy’s Tamarama Project.
Corporate
At the end of the interim period the Group had $573,255 cash on hand. Exploration costs for the period were
$347,000 and comprised technical work related to drilling in EP 437, prospect evaluation on the Bookara Shelf
Oil Project and field surveys in the Cooper Basin. The Company undertook capital raisings totalling $463,283
(before costs) during the period by way of placements totalling 134,735,844 ordinary shares to sophisticated
investors, together with a share purchase plan that raised $192,011 from the issue of 27,043,798 ordinary
shares to eligible shareholders to fund ongoing Perth Basin activities.

EVENTS SUBSEQUENT TO REPORTING DATE
No matter or circumstance has arisen since 31 December 2019, which has significantly affected, or may
significantly affect the operations of the Group, the result of those operations, or the state of affairs of the
Group in subsequent financial years.

SIGNIFICANT CHANGE IN THE STATE OF AFFAIRS
In the opinion of the Directors, there were no significant changes in the state of affairs of the Company that
occurred during the interim period not otherwise disclosed in this report and the interim financial report.

AUDITOR’S INDEPENDENCE DECLARATION
A copy of the auditor’s independence declaration as required under section 307C of the Corporations Act 2001
is set out on page 6.

This report is made in accordance with a resolution of directors.

Kane Marshall
Managing Director
Perth, Dated 10 March 2020
Competent Person’s Statement
Except where otherwise noted, information in this release related to exploration and production results and petroleum resources is based on
information completed by Mr JL Kane Marshall who is an employee of Key Petroleum Limited and is a qualified petroleum reserves and resources
evaluator. Resources reported in this announcement are based on representative information and supporting documentation. Mr Marshall is a
Practising Petroleum Engineer and Petroleum Geologist and holds a BSc (Geology), a BCom (Investment and Corporate Finance) and a Masters
in Petroleum Engineering. He is a member of the Society of Petroleum Engineers (SPE), American Association of Petroleum Geologists (AAPG),
The Geophysical Society of Houston (GSH), Petroleum Exploration Society of Great Britain (PESGB), Formation Evaluation Society of Australia
(FESAus) and Society of Petrophysicists, Petroleum Exploration Society of Australia (PESA) and Well Log Analysts (SPWLA) and has over 15
years of relevant experience. Mr Marshall consents to the inclusion of the information in this document.
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To the Board of Directors

Auditor’s Independence Declaration under Section 307C of the
Corporations Act 2001
As lead audit Partner for the review of the financial statements of Key Petroleum Limited
for the period ended 31 December 2019, I declare that to the best of my knowledge and
belief, there have been no contraventions of:
the auditor independence requirements of the Corporations Act 2001 in relation to
the review; and
any applicable code of professional conduct in relation to the review.

Yours faithfully

BENTLEYS
Chartered Accountants

Dated at Perth this 10th day of March 2020

MARK DELAURENTIS
Partner
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE INCOME
FOR THE HALF-YEAR ENDED 31 DECEMBER 2019
Half-year

REVENUE FROM CONTINUING OPERATIONS

3

2019

2018

$

$

410,678

410,458

Depreciation expense

(41,764)

(13,012)

Salaries and employee benefits expense

(36,462)

(106,898)

Corporate expenditure

(63,409)

(15,807)

(1,479)

(58,009)

Administration costs

(293,895)

(274,739)

Exploration costs not capitalised

(132,772)

(92,908)

Finance costs

(6,437)

(2,555)

Share-based payments expense

(6,565)

(14,713)

EXPENDITURE

Consultants costs

Loss on disposal of subsidiary
LOSS BEFORE INCOME TAX
Income tax expense
LOSS FROM CONTINUING OPERATIONS

(172,105)
(172,105)

(57,372)
(225,555)
(225,555)

OTHER COMPREHENSIVE INCOME
Items that may be reclassified subsequently to profit
and loss
Exchange differences on translation of foreign operations

-

20,425

Exchange differences on disposal of foreign operation

-

57,372

Other comprehensive income for the period, net of tax

-

77,797

Items that have been reclassified to profit and loss

TOTAL COMPREHENSIVE INCOME FOR THE PERIOD
ATTRIBUTABLE TO MEMBERS OF KEY PETROLEUM
LIMITED

Basic loss per share for loss attributable to the ordinary
equity holders of the company (cents per share)

(172,105)

(147,758)

(0.01)

(0.02)

The above condensed consolidated statement of profit or loss and other comprehensive income should be
read in conjunction with the accompanying notes.
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2019

Notes

31 December

30 June

2019

2019

$

$

CURRENT ASSETS
Cash and cash equivalents

573,255

446,895

666,267

1,508,545

1,239,522

1,955,440

Receivables

178,562

178,562

Plant and equipment

183,906

197,092

Trade and other receivables

4

TOTAL CURRENT ASSETS
NON-CURRENT ASSETS

Right-of-use assets

62,272

-

3,736,011

3,673,214

TOTAL NON-CURRENT ASSETS

4,160,751

4,048,868

TOTAL ASSETS

5,400,273

6,004,308

407,881

699,337

55,960

-

567,825

1,382,750

1,031,666

2,082,087

3,438

-

1,342

433

4,780

433

TOTAL LIABILITIES

1,036,446

2,082,520

NET ASSETS

4,363,827

3,921,788

41,921,654

41,314,075

752,730

746,165

Capitalised exploration costs

5

CURRENT LIABILITIES
Trade and other payables
Lease liabilities
Provisions

6

TOTAL CURRENT LIABILITIES
NON-CURRENT LIABILITIES
Lease liabilities
Provisions

6

TOTAL NON-CURRENT LIABILITIES

EQUITY
Issued capital
Reserves
Accumulated losses
TOTAL EQUITY

7

(38,310,557)

(38,138,452)

4,363,827

3,921,788

The above condensed consolidated statement of financial position should be read in conjunction with the
accompanying notes.
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE HALF YEAR ENDED 31 DECEMBER 2019
Foreign
Share-Based Currency
Payments
Translation Accumulated
Reserve
Reserve
Losses

Issued
Capital

$
BALANCE AT 1 JULY 2019

$

$

$

Total

$

41,314,075

746,165

-

(38,138,452)

Loss for the half-year

-

-

-

(172,105)

3,921,788
(172,105)

TOTAL COMPREHENSIVE
INCOME

-

-

-

(172,105)

(172,105)

Issue of shares

655,294

-

-

-

655,294

Share issue costs

(47,715)

TRANSACTIONS WITH OWNERS
IN THEIR CAPACITY AS OWNERS
-

-

-

(47,715)

-

6,565

-

-

6,565

BALANCE AT 31 DECEMBER 2019

41,921,654

752,730

-

BALANCE AT 1 JULY 2018

40,399,836

707,881

-

-

-

Exchange differences on translation
of foreign operations

-

-

20,425

-

20,425

Exchange differences realised on
disposal of foreign operation

-

-

57,372

-

57,372

TOTAL COMPREHENSIVE
INCOME

-

-

77,797

Issue of shares

300,000

-

-

-

300,000

Share issue costs

(20,960)

Share based payments

Loss for the half-year

(83,154)

(38,310,557)

4,363,827

(37,357,815)

3,666,748

(225,555)

(225,555)

OTHER COMPREHENSIVE
INCOME

(225,555)

(147,758)

TRANSACTIONS WITH OWNERS
IN THEIR CAPACITY AS OWNERS

Share based payments
BALANCE AT 31 DECEMBER 2018

-

-

-

(20,960)

-

14,713

-

-

14,713

40,678,876

722,594

(5,357)

(37,583,370)

3,812,743

The above condensed consolidated statement of changes in equity should be read in conjunction with the
accompanying notes.
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE HALF-YEAR ENDED 31 DECEMBER 2019
Half-year
Notes

2019

2018

$

$

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers
Payments to suppliers and employees
Interest received

411,455

29,043

(303,278)

(495,072)

533

Payment of finance costs

(6,437)

Net cash inflow/(outflow) from operating activities

102,273

3,356
(2,555)
(465,228)

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds on farmout of permit
Proceeds on acquisition of permit

5

150,000

-

-

380,000

Expenditure on petroleum interests

(718,052)

(486,988)

Payments for rehabilitation expenses

(490,551)

(167,987)

Reimbursement of rehabilitation expenses
Payments for permit/lease guarantees
Net cash outflow from investing activities

504,136
-

(157,305)

(554,467)

(432,280)

Proceeds from issue of ordinary shares

655,294

300,000

Payments for share issue costs

(45,288)

(20,960)

Principal elements of lease payments

(31,452)

Net cash inflow from financing activities

578,554

279,040

Net increase/(decrease) in cash and cash equivalents

126,360

(618,468)

Cash and cash equivalents at the beginning of the half-year

446,895

1,386,876

CASH AND CASH EQUIVALENTS AT THE END OF THE
HALF-YEAR

573,255

768,408

CASH FLOWS FROM FINANCING ACTIVITIES

-

The above condensed consolidated statement of cash flows should be read in conjunction with the
accompanying notes.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED 31 DECEMBER 2019
NOTE 1: BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT
This condensed consolidated interim financial report for the half-year reporting period ended 31 December
2019 has been prepared in accordance with Accounting Standard AASB 134 Interim Financial Reporting and
the Corporations Act 2001. Compliance with AASB 134 ensures compliance with IAS 34 International Financial
Reporting.
This condensed consolidated interim financial report does not include all the notes of the type normally included
in an annual financial report. Accordingly, this report is to be read in conjunction with the annual report for the
year ended 30 June 2019 and any public announcements made by Key Petroleum Limited during the interim
reporting period in accordance with the continuous disclosure requirements of the Corporations Act 2001.
The accounting policies adopted are consistent with those of the previous financial year and corresponding
interim reporting period unless otherwise stated.
New and amended standards adopted by the Group
The accounting policies adopted are consistent with those of the previous financial year and corresponding
interim reporting period.
A number of new or amended standards became applicable for the current reporting period and the Group had
to change its accounting policy and make retrospective adjustments as a result of adopting AASB 16 Leases.
The impact of the adoption of the leasing standard and the new accounting policies are disclosed below. The
other standards did not have any impact on the Group’s accounting policies and did not require retrospective
adjustments.
The Group has also reviewed all new Standards and Interpretations that have been issued but are not yet
effective for the half-year ended 31 December 2019. As a result of this review the Directors have determined
that there is no impact, material or otherwise, of these new and revised Standards and Interpretations on its
business and, therefore, no change necessary to Group accounting policies.
AASB 16 Leases
Change in accounting policy
The Group has adopted AASB 16 Leases from 1 July 2019 which has resulted in changes in the classification,
measurement and recognition of leases. The new standard requires recognition of a right-of-use asset (the
leased item) and a financial liability (lease payments) and removes the former distinction between ‘operating’
and ‘finance’ leases. The exceptions are short-term leases and leases of low value assets.
The Group has adopted AASB 16 using the modified retrospective approach under which the reclassifications
and adjustments arising from the new leasing rules are recognised in the opening statement of financial
position on 1 July 2019. There is no initial impact on accumulated losses under this approach and comparatives
have not been restated.
From 1 July 2019, where the Group is lessee, the Group recognises a right-of-use asset and a corresponding
liability at the date at which the lease asset is available for use by the Group. Each lease payment is allocated
between the liability and the finance cost. The finance cost is charged to profit or loss over the lease period to
produce a constant periodic rate of interest on the remaining balance of the liability for each period. The rightof-use asset is depreciated over the shorter of the asset’s useful life and the lease term on a straight-line basis.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
NOTE 1: BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT (continued)
Liabilities arising from a lease are initially measured on a present value basis. Lease liabilities include the net
present value of the following lease payments:
•

fixed payments (including in-substance fixed payments), less any lease incentives receivable;

•

variable lease payments that are based on an index or a rate;

•

amounts expected to be payable by the lessee under residual value guarantees;

•

the exercise price of a purchase option if the lessee is reasonably certain to exercise that option; and

•

payments of penalties for terminating the lease, if the lease term reflects the lessee exercising that
option.

The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot be
determined, the lessee’s incremental borrowing rate is used, being the rate that the lessee would have to pay
to borrow the funds necessary to obtain an asset of similar value in a similar economic environment with similar
terms and conditions.
The Group’s current lease agreements do not contain any extension options.
Right-of-use assets comprise the initial measurement of the corresponding lease liability, lease payments
made at or before commencement date less any lease incentives received, and any initial direct costs.
Where the terms of a lease require the Group to restore the underlying asset, or the Group has an obligation
to dismantle and remove a leased asset, a provision is recognised and measured in accordance with AASB
137. To the extent that the costs relate to a right-of-use asset, the costs are included in the related right-of-use
asset.
Where leases have a term of less than 12 months or relate to low value assets the Group may apply
exemptions in AASB 16 to not capitalise any such leases and instead recognise the lease payments on a
straight-line basis as an expense in profit or loss.
Impact on adoption of AASB 16
On adoption of AASB 16 the Group recognised lease liabilities in relation to leases which had previously been
classified as operating leases under the principle of AASB 117. These liabilities were measured at the present
value of the remaining lease payments, discounted using the Group’s incremental borrowing rate as of 1 July
2019, being 10%.
On initial application the associated right-of-use assets were measured at the amount equal to the lease
liability, adjusted for prepaid lease payments recognised in the statement of financial position as at 30 June
2019.
In the statement of cash flows the Group has recognised cash payments for the principal portion of the lease
liability within financing activities and cash payments for the interest portion of the lease liability as interest
paid within operating activities.
The adoption of AASB 16 resulted in the recognition of a right-of-use assets of $90,850 and lease liabilities of
$86,018 in respect of the office lease. There was no impact on accumulated losses at 1 July 2019.
Practical expedients applied
In applying AASB 16 for the first time, the Group has used the following practical expedients permitted by the
standard:
•

the Group has elected not to reassess whether a contract is, or contains, a lease at the date of initial
application. Instead, for contracts entered before the transition date the Group relied on its assessment
made applying AASB 117 Leases and Interpretation 4 Determining whether an Arrangement contains a
Lease; and

•

reliance on previous assessments on whether leases are onerous.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
NOTE 1: BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT (continued)
Reconciliation of operating lease commitments to lease liability
Below is a reconciliation of total operating lease commitments as at 30 June 2019, as disclosed in the annual
financial statements for the year ended 30 June 2019, and the lease liability recognised on 1 July 2019:
31 Dec 2019
$
Operating lease commitments disclosed as at 30 June 2019
Adjustment for prepayment at 30 June 2019 and other variances

101,133
(7,421)
93,712

Discounted using the lessee’s incremental borrowing rate at the date of initial application
and lease liability recognised as at 1 July 2019

86,018

Impact of standards issued but not yet applied by the Group
The Group has also reviewed all new Standards and Interpretations that have been issued but are not yet
effective for the half-year ended 31 December 2019. 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 necessary to Group accounting policies.

Going Concern
The interim financial report has been prepared on the going concern basis, which contemplates the continuity
of normal business activity and the realisation of assets and the settlement of liabilities in the ordinary course
of business.
The Group incurred a loss for the half year of $172,105 (2018: $225,555) and net cash inflows from operating
activities of $102,273 (2018: $465,228 outflow) for the same period.
The directors have prepared an estimated cash flow forecast for the period to March 2021 to determine if the
Company may require additional funding during the next 15 month period. Where this cash flow forecast
includes the likelihood that additional amounts will be required and these funds have not yet been secured, it
creates uncertainty as to whether the Company will continue to operate in the manner it has planned over the
next 15 months.
Where the cash flow forecast includes these uncertainties, the directors are required to make an assessment
as to whether it is reasonable to assume that the Company will be able to continue its normal operations. The
directors are satisfied that the going concern basis of preparation is appropriate based on the following factors
and judgements:
•

The Company has access to cash reserves of $573,255 as at 31 December 2019 (30 June 2019:
$446,895);

•

The Company has the ability to adjust its exploration expenditure subject to results of its exploration
activities and has a history of attracting farm-in partners to assist in funding exploration commitments;

•

The Company has raised $655,294 during the period via the issue of shares; and

•

The directors anticipate the support of the Company’s major shareholders to continue with the
advancement of the Company’s assets.

Should the Group be unable to continue as a going concern it may be required to realise its assets and
extinguish its liabilities other than in the ordinary course of business and at amounts different to those stated
in the interim financial report.
The interim financial report does not include any adjustments relating to the recoverability and classification of
asset carrying amounts or to the amount and classification of liabilities that might result should the Group be
unable to continue as a going concern and meet its debts as and when they fall due.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
NOTE 1: BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT (continued)
Estimates and judgements
The preparation of the interim financial report requires the use of certain critical accounting estimates. It also
requires management to exercise its judgement in the process of applying the Group’s accounting policies.
The estimates and judgement are consistent with those disclosed in the most recent annual financial
statements.

NOTE 2: OPERATING SEGMENTS
Segment Information
Identification of reportable segments
Key has identified that it has only one operating segment being exploration for oil and gas in Australia.

NOTE 3: REVENUE AND OTHER INCOME
The Group has the following revenue and other income items for the period:
31 December

31 December

2019

2018

$

$

Interest from financial institutions

533

3,356

Fuel tax credits

3,212

5,642

Consulting fees

82,955

13,650

Recharge income

320,020

Gain on acquisition of permit

-

380,000

3,958

7,810

410,678

410,458

Other income
Total

NOTE 4: TRADE AND OTHER RECEIVABLES

L7 restoration reimbursement receivable
Other receivables

31 December

30 June

2019

2019

$

$

649,530

1,481,352

16,737

27,193

666,267

1,508,545
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
NOTE 5: CAPITALISED EXPLORATION COSTS
Exploration and evaluation costs carried forward in respect of all areas of interest:

Opening balance
Capitalised exploration and evaluation costs
Proceeds received on farmout of permit
Closing balance

31 December

30 June

2019

2019

$

$

3,673,214

2,396,526

212,797

1,276,688

(150,000)
3,736,011

3,673,214

The ultimate recoupment of costs carried forward for exploration and evaluation phases is dependent on the
successful development and commercial exploitation or sale of the respective petroleum interests.
During the reporting period the Group executed a Farmin Agreement and Joint Operating Agreement with
Pancontinental Oil and Gas NL (“Pancon”, ASX: PCL) in respect of the Meeba Project. Pancon may earn a
20% interest in ATP 920 (with an option to acquire an additional 15% interest in ATP 920) and a 25% interest
in the Ace Area of ATP 924 (collectively the Meeba Project). The consideration payable by Pancon for the
farmin is a cash payment of $150,000 (received by KEY) and by Pancon funding 26.67% of the costs of drilling
an exploration well to a capped amount of US$3 million. Key will retain operatorship during the farmin period.

NOTE 6: PROVISIONS
The Group has the following provisions as at 31 December 2019:
31 December

30 June

2019

2019

$

$

Current
Restoration provision (L7)
Long service leave

518,263

1,336,500

49,562

46,250

567,825

1,382,750

1,342

433

569,167

1,383,183

1,336,500

-

-

1,718,016

Non-Current
Long service leave
Total provisions
Reconciliation – provision for restoration
Opening balance
Additions – exploration
Restoration expenses incurred
Closing balance

(818,237)

(381,516)

518,263

1,336,500

46,683

30,790

4,221

15,893

50,904

46,683

Reconciliation – provision for long service leave
Opening balance
Additional provision for the period
Closing balance
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
NOTE 7: SHARE CAPITAL
31 December

31 December

31 December

31 December

2019

2019

2018

2018

Number

$

Number

$

Ordinary shares – fully paid

1,711,241,849

41,921,654

1,407,358,441

40,678,876

Total issued capital

1,711,241,849

41,921,654

1,407,358,441

40,678,876

1,549,462,207

41,314,075

1,347,358,441

40,399,836

134,735,844

463,283

60,000,000

300,000

27,043,798

192,011

-

-

(47,715)

-

Reconciliation of movements
Opening balance
-

Share placements

-

Share purchase plan

-

Share issue transaction
costs

Closing balance

1,711,241,849

41,921,654

1,407,358,441

(20,960)
40,678,876

Ordinary shares
Ordinary shares entitle the holder to participate in dividends and the proceeds on winding up of the Company
in proportion to the number of, and amounts paid on, the shares held.
On a show of hands every holder of ordinary shares present at a meeting in person or by proxy, is entitled to
one vote, and upon a poll each share is entitled to one vote.
Ordinary shares have no par value and the Company does not have a limited amount of authorised capital.
Number of options
2019
As at 1 July

2018

25,500,000

21,000,000

-

4,500,000

25,500,000

25,500,000

Movement of options during the half-year
Issued, exercisable at 1.3 cents, on or before 24 August 2022(1)
As at 31 December
(1)

The weighted average fair value of employee and consultant options granted during the 2018 half-year
was 0.6 cents, for a total value of $28,350. The options issued will vest after 12 months service by the
employee, with the relevant expense recognised during the half-year being $2,577 (2018: $10,725)
included within share-based payments expense. The fair values were calculated by using the BlackScholes European Option Pricing Model applying the following weighted average inputs:
2019

2018

Weighted average exercise price (cents)

N/A

1.3

Weighted average life of the option (years)

N/A

4.0

Weighted average underlying share price (cents)

N/A

0.8

Weighted average expected share price volatility

N/A

137.3%

Weighted average risk free interest rate

N/A

2.0%
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
NOTE 8: EXPLORATION AND LEASE COMMITMENTS
The Group has certain commitments to meet minimum expenditure requirements on the mineral exploration
assets it has an interest in. Outstanding exploration commitments are as follows:

Within one year
Later than one year but not later than five years

31 December

31 December

2019

2018

$

$

3,992,600

7,272,121

12,039,040

1,511,040

16,031,640

8,783,161

NOTE 9: CONTINGENCIES
There are no material contingent liabilities or contingent assets of the Group at the reporting date.

NOTE 10: SUBSEQUENT EVENTS
No matter or circumstance has arisen since 31 December 2019, which has significantly affected, or may
significantly affect the operations of the Group, the result of those operations, or the state of affairs of the
Group in subsequent financial years.

NOTE 11: FINANCIAL INSTRUMENTS
The Group’s financial instruments consist of trade and other receivables and trade and other payables. These
financial instruments are measured at amortised cost, less any provision for non-recovery. The carrying
amounts of the financial assets and liabilities approximate their fair value.
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DIRECTORS’ DECLARATION
In the directors’ opinion:
1.

2.

the financial statements and notes set out on pages 7 to 17 are in accordance with the Corporations
Act 2001, including:
(a)

complying with Accounting Standards AASB 134 Interim Financial Reporting, the
Corporations Regulations 2001 and other mandatory professional reporting requirements;
and

(b)

giving a true and fair view of the consolidated entity’s financial position as at 31 December
2019 and of its performance for the half-year ended on that date; and

there are reasonable grounds to believe that Key Petroleum Limited will be able to pay its debts as
and when they become due and payable.

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

Kane Marshall
Managing Director
Perth, 10 March 2020
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Independent Auditor’s Review Report
To the Members of Key Petroleum Limited

We have reviewed the accompanying financial report of Key Petroleum Limited (“the
Company”) and Controlled Entities (“the Group”) which comprises the condensed
consolidated statement of financial position as at 31 December 2019 , the condensed
consolidated statement of profit or loss and other comprehensive income, condensed
consolidated statement of changes in equity and condensed consolidated statement of
cash flows for the - ended on that date, a statement of accounting policies, other selected
explanatory notes and the directors’ declaration of the Group, comprising the Company
and the entities it controlled during the period.

Directors Responsibility 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 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.

Auditor’s Responsibility
Our responsibility is to express a conclusion on the financial report based on our review.
We conducted our review in accordance with Auditing Standard on Review Engagements
ASRE 2410 Review of a Financial Report Performed by the Independent Auditor of the
Entity, in order to state whether, on the basis of the procedures described, we have
become aware of any matter that makes us believe that the financial report is not in
accordance with the Corporations Act 2001 including: giving a true and fair view of the
Group’s financial position as at 31 December 2019 and its performance for the half year
ended on that date; and complying with Accounting Standard AASB 134 Interim Financial
Reporting and the Corporations Regulations 2001. As the auditor of the Group, ASRE
2410 requires that we comply with the ethical requirements relevant to the audit of the
annual financial report.
A review of a financial report consists of making enquiries, primarily of persons responsible
for financial and accounting matters, and applying analytical and other review procedures.
A review is substantially less in scope than an audit conducted in accordance with
Australian Auditing Standards and consequently does not enable us to obtain assurance
that we would become aware of all significant matters that might be identified in an audit.
Accordingly, we do not express an audit opinion.

Independent Auditor’s Review Report
To the Members of Key Petroleum Limited (Continued)

Independence
In conducting our review, we have complied with the independence requirements of the Corporations Act 2001.

Conclusion
Based on our review, which is not an audit, we have not become aware of any matter that makes us believe that
the financial report of Key Petroleum Limited and Controlled Entities is not 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 2019 and of its performance
for the period ended on that date; and

b.

Complying with Accounting Standard AASB 134: Interim Financial Reporting and Corporations Regulations
2001.

Material Uncertainty Related to Going Concern
We draw attention to Note 1 in the financial report, which indicates that the Group incurred a net loss of 172,105
during the half year ended 31 December 2019. As stated in Note 1, these events or conditions, along with other
matters as set forth in Note 1, indicate that a material uncertainty exists that may cast significant doubt on the
Group’s ability to continue as a going concern. Our conclusion is not modified in respect of this matter.

BENTLEYS
Chartered Accountants

Dated at Perth this 10th day of March 2020

MARK DELAURENTIS CA
Partner

