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UPDATE ON PETROLEUM EXPLORATION AGTIVITIE

Highlights for the Quarter

< EP437 Joint Venture budget approved for drillinggxbloration wellWye Knotl in the North Perth Basin in
2017

Grant 0f$200,000 via the Western Australian Governm@r LJt 2 NI GA2y Ly OSy A @S { OK
Venture for drilling of Wye Kné;

Soutingof well location forWye Knotl in conjunction with preliminary contractor enquiries for drilling and
third party services;

Commenced work on regulatory approvals for drilling in EP437,

Initiated technical studies tategrate Permian exploration potential to prospectve resources ithe Wye
Knot prospect area;

Significanbil and gagprospects and leads identified jpreliminary studies o¥WA-481-P;

Completion oR016wellhead maintenance and field activities in the Canrdagin

Application made to extenBP104Permit Year 2 due to delaystime Native Title approvalgrocess and

Grant of Special Prospecting Authority (SPA 20 AO) covering six graticular blocks in the Bilyana region, Canni
Basin, Western Australia.

Activities Subsequent to the Quarter
< WAA481-P OperatoyPilot Energyimited, provided ampdateto the market on preliminary prospeistity; and

% Department of Mines and Petroleud & 5 aapgraval of Year 2 extension to conduct geochemical survey in
EP104

Activities for the Upcoming Quarter

< Completion ofgeological studies d?ermianprospective resourceotential of Wye Knot prospect area,

Finali® the drilling location of th&Vye Knotl well designed to optimise any significant Permaospective
resouice potential in the Wye Knot prospect;

Commencement of tenderinigr drilling andthird party services for drilling of Wye Knbt

Completion ofdue diligence on a number pbtential new venturesthe Company hasontinued toevaluate
duringthe past year

Planning of field activities and airborne surveys altiregLennard Shelf trend in the Canning Basin including
R1 and SR20AQ and

Completion of planningpr the EP104 geochemical survey
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OFFSHOR®ORTHERRERTH BASIN, \Wi81-P,PERTH BASIN

KEY PETROLEUM LIMITED (via wholly owned subsidiary) 40%
PILOT ENERGY LIMITED (Operator) 60%
WA 481P

WA481t Aada 2LISNF GSR o6& t A2NI(d (9KySS NIBHSS NddERINStBIRW Watets fotthe G ¢
west of the onshore Dongara/Beharra Springs/Waitsia gasfields, and the Jingemia/Hovea/Cliff Head oilfields. Durin
the quarter, Pilot updated the Joint Ventuwéhich is now focused on three primary areas includivgFrankland

gas discovery area, Cliff Head South play area and Leandereaef

The Frankland gas play lies on trend with the Franklarghs discovery, which has estimated 2C contingent
resources of 39 Bcf gaAt least two robusttructures are located to the northeast of Franklahdoffering the
potential to increase the resource base to above the minimum economicqiestimated by Pilot Energy to be 60
Bcf gas at a gas sales price of A$6.50 per mmbtu. Importantly thisaddyelen largely desked by the Frankland

1 well, and the Company will consider conducting a seismic inversion study in order to furthisk dieese
prospects. In the event of future exploration success, commercialisation of two or more fields caul@®echub,
tied back to the onshore Dongara gas facility, located some 20km to the east.

The CIiff Head South play incorporates two structural prospects, both of which lie to the south and west of the Cliff
Head oil field. These prospects are of a corapée size to Cliff Head itself (18Wbbls) and are situated between

Cliff Head and the hydrocarbon source kitchen to the west. The oil within Cliff Head wouloidtentally migrated

directly through this area, resulting in a high probability for odrgje in to the prospects. While the prospects are
large, even a small discovery could likely be developed, by tying back to the Cliff Head offshore facility
approximately 10km to the northeast.

The Leander Regdlay area offers potential for very large agoulations of oil. Three large structures exist to the
west of Cliff Head, each of which is expected to offer potential in the region dfib@ifiblsoil. While the Leander
Reetl well was drilled in the area in 198the structures remain untested. Thisdge to the fact that the well
intersected a fault at a location where the Dongara reservoirgalpsd S Sy & F I dzf G Séservdidzi ¢
was absent due to movement on the falthile currently higher risk than the Frankland and Cliff Head
plays, the Lander Reef area warrants further study as a possible future drilling target due to the huge
upside potential In addition to the Frankland, Cliff Head and Leander Reef plays previously announced, a fourth
play has been identified in the vicinity of the Dunsborough oil discovery and the Operator is préisafiing its
estimate of prospective resources for egutospect, and anticipates announcing the results by end January 2017.

la yy2dzyOSR 2y mMc b20SYOSNI HamcXI tAf2G NBOSABSR |
the final step in completion of the acquisition of exploration permit M84-P. The undeducted exploration
SELISYRAGAINE 2F bPcpIpmyIudu NBLINBaSyidGa GKS LINBGA 2 dza
of this sum will be assigned to Key in accordance with the permit interest held.

The PRRT credit greatlycirases the value of any commercial discoveryVA481-P due to the fact that the
undeducted expenditure is uplifted on an annual basis and available as a deduction against assessable petroleur
sales income for PRRT. PRRT is levied at a rate of 40%ediadbility associated with development of any future
discoveries ithe permitis reduced by over $75 million.
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LR NS o T Frankland Trend Prospects
N T . » (O < Franklandl gas discovery contains 2C contingent resout
N \ < Frankland NE2 of 39Bcf
os, Prospect
A S < Minimum economic field size estimated at B@f, assuming
9 D R gas sales price oft8.50 per mmbtu.
‘;,;n;.;m 4 AN < Frankland2 appraisal well was drilled in structurally Ic
prospect £ O . i position.
V> ' Tm.lk.an.mf % Three additional structures mapped on trend.
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Gas Field Prospect
2 3 < Hydrocarbon play already eésked by Frankland well.
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< Dongara gas facilities located just 20 km to east
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s % Three very large untested structures.

P, ST < Each exhibits structural closure over an ai

g WD Z of more than 20 krh

O e - (M=% © Leander Reet well was drilled in 1984.

: J9 ¢ Encountered oil and gas shows.

3 Leander Reef C . . . . .
L ,. o ; < Drilled into fault missing the targeéeservoir

N/ N . N horizon.

40 ¢ = Prospects could each be in the order
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Leander Reef A i A o
e Ze  am] @ Located between oil source kitchen and C
£ H V107, S—T Head oil field.
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Northern Perth Basin
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ONSHORBORTHERN PERTH BASIN PREIE43/,, PERTH BASIN

KEY PETROLEUM LIMITED (via wholly owned subsidiary) (OPERATOR) 43.47%

REY RESOURCES LIMITED (via wholly owned subsidiary) 43.47%
PILOT ENERGMITED 13.06%
EP437

During thequarter, Keyt SGNB t SdzY [ AYAUSR 0 éedebad budgeNdppiotabfrora st y
Venture partners Rey Oil and Gas Perth Pty Ltd and Pilot Energy Limited for the EP437 Permit Year 3 work progre
and budget which includes drilling of the Wye Knot commitment well.

The Joint Venture has also recaiveotification from the DMP that it has been successful in its application for a
$200,000EISgrant which will be applied against the cost of #eplorationwell. The anticipated budget for the
well, inclusive of @ontingencyamount,is $1.9 million befee applying theamountfrom the EIS grant

Study work undertakemluring the quarterinvolved a comprehensive review of wetiearthe Wye area and an
updated geophysical mapping study of the Wye area (eastern part of the permit).

Gas encountered in the Vi@yl discovery well is dry, and compares well to the dry gas at the Dongara oil and gas
field directly south which is not in equilibrium with the Dongara oil. The gas is likely generated largely from the
Irwin River Coal measures, and the oil is likely sedifrom the Lower Triassic Kockatea Shale or Irwin River Coal
Measures.

In the Dongara Field, an oil leg was eventually found in the Dot&yaull which flowed at 800 barrels of oil per
day, some 3 years after the initial gas was flowed at 10 mmscff Didngara oil column was established with a
height of 22 metres below a gas cap of 122 metres.

This and later exploration successes, including the Hovea field establish a dual charge model (oil charge first the
later gas charge) for the North Perth Baaira. Similar (Kockatea sourced) oils have been found in wells with shows
to the north (Connollyl and Condofl), updip from the Wy€l migration path.

The combined results of the work supported drilling of the Wye Knot Prospect, which is positiongu euste
distance sufficient enough to investigate the potential for an oil leg below the gas pay encountered-inil\ye
Triassic Bookara and Arranoo sands but also sufficiently test the potential of the Permian sequence which was no
intersected at Wyel. This step out location is at a distance which suggests the gas cap does not extend outward
from Wye1 at a depth greater than 650 metres subsea.

The rig availability, DMP approvals, well planning, Ecakssand procurement process will determine thehedule
for the drilling ofWye Knotl, howeverKeywill provide the market with an update can estimated spudiate as
activities progress

Both during andafter the quarter, Key conducted preliminary field and desktop work in preparation for drilling
This workincludedpreliminary scouting of well locatior{eefer below),Key Dongara field camp works, servicing of
generators earthworks equipment and vehiclesd thesourcing of cellar and water well fittings.
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EP437 Permit with location of Wye Knot Prospect
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Key confirms thebase caserospective resourcefor the Triassic interval, incorporating Arranoo potentigl
1.4Mmbblsgrossunriskedas perbelow. Please note the below resources do not inclaahy Permianreservoir
section whichis currently being assessethd to be disclosed to the market in due course.

_ Gross (100%) Mmbbls Net to Key (43.47%) Mmbbls
Reservoir

Low Best High Low Best High

Mriassic 0.16 1.4 6.1 0.07 0.61 2.65

Key personnetonducting field work in the Perth Basin in preparation for drilling

Key operations and accommodation base in Dongara from where Perth Basin operations will be coordinated

1 Referkey Petroleum Lirtéd (ASXKEYEP437 Work Programme and Budget ApproAedouncement released to the ASXIhDecember
2016.
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NORTHERN CANNING PROJEANINING BASIN

EP104

KEY PETROLEUMIITED (via wholly owned subsidiary) (OPERATOR)  89.23%

INDIGO OIL PTY LTD 10.77%
R1

KEY PETROLEUM LIMITED (via wholly owned sub$@REBATOR) 8523%
INDIGO OIL PTY LTD 14.77%
L15

KEY PETROLEUM LIMITED (via wholly owned sub$@REBATOR) 85.40%
INDIGO OIL PTY LTD 14.60%
SPA20 AO

KEY PETROLEUM LIMITED (via wholly owned sub$@REBATOR) 100.00%

After receiving all relevant approvals required during the last quarteraiteynptedto carry out the required care
and maintenance activities to the three suspended wells located in L15 abhdtRile to wet weather and high
tides wereonly able to conduct field maintenance in L1All work was completed on time, under budget and with
no safetyor environmental incidents.

The planned 4.5 kilometre Saddleback Geochemical Survey over the onshore south western part of EP104 has be
delayed due to theurrentstakeholder liaisons withelevant Native TitléParies. Our current advice is thahese
discussions will not proceed until the end of January 2017 at the earliest and given these circumstances Key ha
applied for, anchow received, a six month suspension of the EP104 Year 2 Work Program.

The Company has been granted a Special Prospectifg2AMA & 6{t! wHn ' ho o0a{t! 0 C
adjacent to the productive oil trend in the Bilyana Region in the northern Canning Basin, Western Australia. These
0f201a 02NRSN) wSiSyuazy [SFHaS wm (ampmdad G(2azkgz2ys
OELX 2NJ 0A2Y t SN¥YAG 9tmnn 60a9tmMnnéos +y SELX 2N} GAZY

Mapping on vintage seismic has shown potential Devoaigs source rocks which are interpreted to exist in the
southern parts of the SPA area and are thought to be within the oil window. In addition to those already mapped
prospects and leads from vintage 2D seismic, and in relation to large carbonate build up and reefal geometrical
plays identified in the offshor®2 YLR2 y Sy da 2F 9twmnnI |y ANDENY S B£& SO
to be acquired over the offshore component of the Point Torment Peninsular encompassing the SPA. The purpos
of the survey is to identify additional prospects and leads inbek reef complex which are not delineated by the
current vintage 2D seismic.

The SPA remains in force for a period of six (6) months after whichhien@ompanys authorised to applied for a
petroleum permit in respect of 100% of the SPA area up to October 2017.

¢KS ySEG ljdzr NISNR& | Ol A GA G PSR sungefstwithin®RE and 3RA & AORandRtye
geochemical ground survey over the Saddlddamspect within the onshore component of EP104.
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EP104. ocation ofSaddleback Prospedfgellow and purple) to be dasked by geochemical survey

Location of AEMPTP survey in SPA 20 AO
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