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Important Notices
The Offer contained in this Prospectus is an invitation for you to
apply for fully paid ordinary shares (Shares) in Australis Oil &
Gas Limited (ACN 609 262 937) (Australis or the Company).
This Prospectus is issued by the Company.
This Prospectus is dated 29 June 2016 and a copy of this
Prospectus was lodged with ASIC on that date.
ASIC and ASX and their respective officers take no responsibility
for the contents of this Prospectus or the merits of the
investment to which this Prospectus relates.
The expiry date of the Prospectus is 13 months after the date it
was lodged with ASIC (Expiry Date). No Shares will be allotted,
issued or transferred on the basis of this Prospectus after the
Expiry Date.
Application will be made for the admission of the Company to
the Official List and quotation of its Shares on the ASX (Listing)
with the proposed ASX Code “ATS” within 7 days after the date
of this Prospectus. The fact that ASX may list the Shares of the
Company is not to be taken in any way as an indication of the
merits of the Company or the listed Shares. ASX takes no
responsibility for the contents of this Prospectus, makes no
representations as to its accuracy or completeness and
expressly disclaims any liability whatsoever for any loss
howsoever arising from or in reliance upon any part of the
contents of this Prospectus.
Applications for Shares offered pursuant to this Prospectus can
only be submitted on an original Broker Firm Application Form,
which accompanies this Prospectus.
No person is authorised to give information or to make any
representation in connection with this Prospectus, which is not
contained in the Prospectus. Any information or representation
not so contained may not be relied on as having been
authorised by the Company, the Lead Manager or any other
person in connection with this Prospectus. You should rely only
on information contained in this Prospectus
The Company, the Share Registry and the Lead Manager
disclaim all liability, whether in negligence or otherwise, to
persons who trade Shares before receiving their holding
statement.
Exposure Period
The Corporations Act prohibits the Company from processing
Applications under the Offer in the seven day period after
lodgement of this Prospectus with ASIC (Exposure Period).
This Exposure Period may be extended by ASIC by up to a
further seven days. The purpose of the Exposure Period is to
enable this Prospectus to be examined by market participants
prior to the raising of funds. Potential investors should be aware

that this examination may result in the identification of
deficiencies in the Prospectus and, in those circumstances, any
application that has been received may need to be dealt with in
accordance with section 724 of the Corporations Act.
Applications for Shares under this Prospectus will not be
processed by the Company until after the expiry of the Exposure
Period. No preference will be conferred on persons who lodge
applications prior to the expiry of the Exposure Period.
Not investment advice
The information in this Prospectus is not financial product advice
and does not take into account your investment objectives,
financial situation or particular needs. It is important that you
read this Prospectus carefully and in its entirety before deciding
whether to invest in the Company.
In particular, you should consider the risk factors that could
affect the performance of the Company. You should carefully
consider these risks in light of your personal circumstances
(including financial and tax issues) and seek professional
guidance from your stockbroker, solicitor, accountant or other
independent professional adviser before deciding whether to
invest in the Company. Some of the key risk factors that should
be considered by prospective investors are set out in Sections
1.3 and 6. There may be risk factors in addition to these that
should be considered in light of your personal circumstances.
Except as required by law, and only to the extent required, no
person named in this Prospectus, nor any other person,
warrants or guarantees the performance of the Company or the
repayment of capital or any return on investment made pursuant
to this Prospectus.
This Prospectus includes information
regarding past performance of the Company. Investors should
be aware that past performance is not indicative of future
performance.
No cooling-off rights
Cooling-off rights do not apply to an investment in Shares issued
under the Prospectus. This means that, in most circumstances,
you cannot withdraw your application once it has been accepted.
Obtaining a copy of this Prospectus
A hard copy of the Prospectus is available free of charge during
the Offer period to any eligible person in Australia by calling
Euroz Securities Limited, the Lead Manager, on +61 8 9488
1400 between 8.30am and 5.30pm (WST), Monday to Friday.
ASIC has exempted compliance with certain provisions of the
Corporations Act to allow distribution of an electronic prospectus
and electronic application forms on the basis of a paper
prospectus lodged with ASIC, and the publication of notices

referring to an electronic prospectus or electronic application
form, subject to compliance with certain conditions.
A copy of this Prospectus can be downloaded from the website
of the Company at http://www.australisoil.com. Any person
accessing the electronic version of this Prospectus for the
purpose of making an investment in the Company must be an
Australian resident and must only access this Prospectus from
within Australia.
By making an Application, you declare that you were given
access to the Prospectus, together with a Broker Firm
Application Form.
The Corporations Act prohibits any person passing onto another
person a Broker Firm Application Form unless it is attached to a
hard copy of this Prospectus or it accompanies the complete
and unaltered version of this Prospectus. If you have received
this Prospectus as an electronic Prospectus, please ensure that
you have received the entire Prospectus accompanied by the
Broker Firm Application Form. If you have not, please contact
the Company and the Company will send you, for free, either a
hard copy or a further electronic copy of this Prospectus or both.
The Company reserves the right not to accept an Application
Form from a person if it has reason to believe that when that
person was given access to the Application Form it was not
provided together with the electronic Prospectus and any
relevant supplementary or replacement Prospectus or any of
those documents were incomplete or altered.
Foreign jurisdictions
This Prospectus does not constitute an offer or invitation in any
place in which, or to persons to whom it would not be lawful to
make such an offer or invitation. The distribution of this
Prospectus in jurisdictions outside Australia may be restricted by
law and persons who come into possession of this Prospectus
should seek advice on and observe any restrictions. Any failure
to comply with such restrictions may constitute a violation of
applicable securities laws.
Hong Kong
WARNING: This document has not been, and will not be,
registered as a prospectus under the Companies (Winding Up
and Miscellaneous Provisions) Ordinance (Cap. 32) of Hong
Kong, nor has it been authorised by the Securities and Futures
Commission in Hong Kong pursuant to the Securities and
Futures Ordinance (Cap. 571) of the Laws of Hong Kong (the
SFO). No action has been taken in Hong Kong to authorise or
register this document or to permit the distribution of this
document or any documents issued in connection with it.
Accordingly, the Shares have not been and will not be offered or
sold in Hong Kong other than to "professional investors" (as
defined in the SFO).
No advertisement, invitation or document relating to the Shares
has been or will be issued, or has been or will be in the

possession of any person for the purpose of issue, in Hong
Kong or elsewhere that is directed at, or the contents of which
are likely to be accessed or read by, the public of Hong Kong
(except if permitted to do so under the securities laws of Hong
Kong) other than with respect to Shares that are or are intended
to be disposed of only to persons outside Hong Kong or only to
professional investors (as defined in the SFO and any rules
made under that ordinance). No person allotted Shares may
sell, or offer to sell, such securities in circumstances that amount
to an offer to the public in Hong Kong within six months following
the date of issue of such securities.
The contents of this document have not been reviewed by any
Hong Kong regulatory authority. You are advised to exercise
caution in relation to the offer. If you are in doubt about any
contents of this document, you should obtain independent
professional advice.
New Zealand
This document has not been registered, filed with or approved
by any New Zealand regulatory authority under the Financial
Markets Conduct Act 2013 (New Zealand) (the "FMC Act"). The
Shares are not being offered or sold in New Zealand (or allotted
with a view to being offered for sale in New Zealand) other than
to a person who:


is an investment business within the meaning of clause
37 of Schedule 1 of the FMC Act;



meets the investment activity criteria specified in clause
38 of Schedule 1 of the FMC Act;



is large within the meaning of clause 39 of Schedule 1 of
the FMC Act;



is a government agency within the meaning of clause 40
of Schedule 1 of the FMC Act; or



is an eligible investor within the meaning of clause 41 of
Schedule 1 of the FMC Act.

Singapore
This document and any other materials relating to the Shares
have not been, and will not be, lodged or registered as a
prospectus in Singapore with the Monetary Authority of
Singapore. Accordingly, this document and any other document
or materials in connection with the offer or sale, or invitation for
subscription or purchase, of Shares, may not be issued,
circulated or distributed, nor may the Shares be offered or sold,
or be made the subject of an invitation for subscription or
purchase, whether directly or indirectly, to persons in Singapore
except pursuant to and in accordance with exemptions in
Subdivision (4) Division 1, Part XIII of the Securities and Futures
Act, Chapter 289 of Singapore (the SFA), or as otherwise
pursuant to, and in accordance with the conditions of any other
applicable provisions of the SFA.
This document has been given to you on the basis that you are
(i) an existing holder of the Company’s shares, (ii) an

"institutional investor" (as defined in the SFA) or (iii) a "relevant
person" (as defined in section 275(2) of the SFA). In the event
that you are not an investor falling within any of the categories
set out above, please return this document immediately. You
may not forward or circulate this document to any other person
in Singapore.
Any offer is not made to you with a view to the Shares being
subsequently offered for sale to any other party. There are onsale restrictions in Singapore that may be applicable to investors
who acquire Shares. As such, investors are advised to acquaint
themselves with the SFA provisions relating to resale restrictions
in Singapore and comply accordingly.
United Kingdom
Neither the information in this document nor any other document
relating to the offer has been delivered for approval to the
Financial Conduct Authority in the United Kingdom and no
prospectus (within the meaning of section 85 of the Financial
Services and Markets Act 2000, as amended (FSMA)) has been
published or is intended to be published in respect of the
Shares. This document is issued on a confidential basis to
"qualified investors" (within the meaning of section 86(7) of the
FSMA) in the United Kingdom, and the Shares may not be
offered or sold in the United Kingdom by means of this
document, any accompanying letter or any other document,
except in circumstances which do not require the publication of a
prospectus pursuant to section 86(1) of the FSMA. This
document should not be distributed, published or reproduced, in
whole or in part, nor may its contents be disclosed by recipients
to any other person in the United Kingdom.

United States
This document does not constitute an offer to sell, or a
solicitation of an offer to buy, securities in the United States.
Any securities described in this document have not been, and
will not be, registered under the US Securities Act of 1933 and
may not be offered or sold in the United States except in
transactions exempt from, or not subject to, the registration
requirements of the US Securities Act and applicable USA state
securities laws.
Taxation
The acquisition and disposal of Shares will have tax
consequences, which will differ depending on the individual
financial affairs of each investor. All potential investors in the
Company are urged to obtain independent financial advice about
the consequences of acquiring Shares from a taxation viewpoint
and generally.
The Company does not propose to give any taxation advice and,
to the maximum extent permitted by law, the Company, its
Directors, officers and each of their respective advisers accept
no responsibility or liability for any taxation consequences of
subscribing for Shares under this Prospectus. You should
consult your own professional tax advisers in regard to taxation
implications of the Offer.
Website
No document or information included on our website is
incorporated by reference into this Prospectus.
Privacy Statement

Any invitation or inducement to engage in investment activity
(within the meaning of section 21 of the FSMA) received in
connection with the issue or sale of the Shares has only been
communicated or caused to be communicated and will only be
communicated or caused to be communicated in the United
Kingdom in circumstances in which section 21(1) of the FSMA
does not apply to the Company.
In the United Kingdom, this document is being distributed only
to, and is directed at, persons (i) who have professional
experience in matters relating to investments falling within Article
19(5) (investment professionals) of the Financial Services and
Markets Act 2000 (Financial Promotions) Order 2005 (FPO), (ii)
who fall within the categories of persons referred to in Article
49(2)(a) to (d) (high net worth companies, unincorporated
associations, etc.) of the FPO or (iii) to whom it may otherwise
be lawfully communicated (together relevant persons). The
investments to which this document relates are available only to,
and any invitation, offer or agreement to purchase will be
engaged in only with, relevant persons. Any person who is not a
relevant person should not act or rely on this document or any of
its contents.

Australis collects information about Shareholders when they
apply for Shares under the Offer for the purposes of processing
their application and, if the application is successful, to
administer their security holding in Australis.
By applying for Shares, each Shareholder agrees that Australis
may use the information provided for the purposes set out in this
privacy disclosure statement and may disclose it for those
purposes to the Share Registry, the Lead Manager, Australis’
related bodies corporate, agents, contractors and third party
service providers (including mailing houses), the ASX, the ASIC
and other regulatory authorities.
Collection, maintenance and disclosure of certain personal
information is governed by legislation including the Privacy Act
1988 (Cth) (as amended), the Corporations Act and certain rules
such as the ASX Settlement Operating Rules.
The Corporations Act requires Australis to include information
about a Security holder (including name, address and details of
the securities held) in its public register. This information must
remain in the register even if that person ceases to be a Security
holder of Australis. Information contained in Australis’ registers
is also used to facilitate distribution payments and corporate
communications (including Australis’ financial results, annual

reports and other information that Australis’ may wish to
communicate to its Security holders) and compliance by
Australis’ with legal and regulatory requirements. The
Company’s agents and service providers may be located outside
Australia where your personal information may not receive the
same level of protection as that afforded under Australian law.
A person who has provided such information has a right to gain
access to the information that Australis holds about that person
subject to certain exemptions under law. A fee may be charged
for access. Access requests must be made in writing to
Australis’ registered offices.
Forward-looking statements
This Prospectus contains forward looking statements, including
as to Australis’ strategy, oil and gas exploration and drilling
activities and related funding, which are identified by words such
as “may”, “could”, “believes”, “estimates”, “expects”, “intends”
and other similar words that involve risks and uncertainties.
These statements are based on an assessment of present
economic and operating conditions, and on a number of
assumptions regarding future events and actions that, as at the
date of this Prospectus, are expected to take place.
Such forward-looking statements are not guarantees of future
performance and involve known and unknown risks,
uncertainties, assumptions and other important factors, many of
which are beyond the control of the Company, the Directors and
management.
The Company cannot and does not give any assurance that the
results, performance or achievements expressed or implied by
the forward-looking statements contained in this Prospectus will
actually occur and investors are cautioned not to place undue
reliance on these forward-looking statements.
The Company has no intention to update or revise forwardlooking statements, or to publish prospective financial
information in the future, regardless of whether new information,
future events or any other factors affect the information
contained in this Prospectus, except where required by law.
These forward-looking statements are subject to various risk
factors that could cause the Company’s actual results to differ
materially from the results expressed or anticipated in these
statements. These risk factors are set out in Sections 1.3 and 6.
Past performance should not be relied upon as being indicative
of future performance.
Photographs and diagrams
Photographs used in this Prospectus which do not have
descriptions are for illustration only and should not be
interpreted to mean that any person endorses the Prospectus or
its contents or that the assets shown in them are owned by the
Company. Diagrams used in this Prospectus are illustrative only
and may not be drawn to scale.

Offer subject to quotation
If ASX does not admit the Shares to Official Quotation before the
expiration of 3 months after the date of issue of this Prospectus,
or such period as varied by the ASIC, the Company will not allot
or issue any Shares and will repay all Application Monies for the
Shares within the time prescribed under the Corporations Act,
without interest.
Governing law
The Prospectus and the contracts that arise from the
acceptance of the applications and bids under this Prospectus
are governed by the law applicable in Western Australia and
each Applicant and bidder submits to the exclusive jurisdiction of
the courts of Western Australia.
Defined terms and interpretation
All financial amounts contained in this Prospectus are expressed
in Australian dollars unless otherwise stated. Any discrepancies
between totals and sums and components in tables, figures and
diagrams contained in this Prospectus are due to rounding.
Financial information presentation
Historical financial information, including the pro forma financial
information, has been prepared and presented in accordance
with the recognition and measurement principles prescribed by
the Australian Accounting Standards (as adopted by the
Australian Accounting Standards Board (AASB)). The historical
financial information also complies with the Australian
equivalents to the recognition and measurement principles of the
International Financial Reporting Standards and interpretations
adopted by the International Accounting Standards Board.
Certain terms or abbreviations used in this Prospectus have
defined meanings which are explained in Sections 7, 8, 9
and 15. A reference to a Section is a reference to a Section in
this Prospectus.
Qualified Resources Evaluator’s Statement
The resource estimates are consistent with the definitions of
hydrocarbon reserves and resources as defined in the ASX
Listing Rules.
The information in this Prospectus which relates to Petroleum
Reserves, Contingent Resources and Prospective Resources in
the Concessions is based on, and fairly and accurately
represents, in the form and context in which it appears,
information and supporting documentation prepared by, or under
the supervision of, Mr Nathan C. Shahan and Mr Patrick L
Higgs, qualified petroleum reserves and resources evaluators
and members of the Society of Petroleum Engineers and
Society of Exploration Geophysicists, respectively, each with
sufficient experience which is relevant to the evaluation and
estimation of Petroleum Reserves, Contingent Resources and
Prospective Resources to qualify as a Qualified Reserves and
Resources Evaluator as defined in the ASX Listing Rules. Mr

Shahan is not an employee of Australis or a related party but an
employee of Netherland, Sewell & Associates, Inc. Mr Higgs is
not an employee of Australis or a related party but a consultant
to Netherland, Sewell & Associates, Inc. Mr Shahan and Mr
Higgs have consented to the inclusion in this Prospectus of the
matters based on their information in the form and context in
which it appears.
The information in this Prospectus which relates to Petroleum
Reserves, Contingent Resources and Prospective Resources in
the TMS Leases is based on, and fairly and accurately
represents, in the form and context in which it appears,
information and supporting documentation prepared by, or under
the supervision of, Mr Sean Fitzgerald and Ms Cynthia (Cindy)
Welch, qualified petroleum reserves and resources evaluators
and members of the Society of Petroleum Engineers and the
American Association of Petroleum Geologists, respectively,
each with sufficient experience which is relevant to the
evaluation and estimation of Petroleum Reserves, Contingent
Resources and Prospective Resources to qualify as a Qualified
Reserves and Resources Evaluator as defined in the ASX
Listing Rules. Mr Fitzgerald and Ms Welch are not employees of
Australis or related parties but employees of South Texas
Reservoir Alliance LLC. Mr Fitzgerald and Ms Welch have
consented to the inclusion in this Prospectus of the matters
based on their information in the form and context in which it
appears.
Questions
If you have any questions in relation to the Offer, contact the
Lead Manager, Euroz Securities Limited on 08 9488 1400.
This document is important and should be read in its entirety.

Key Offer Information and Indicative Timetable
The Offer
Offer Price per Share

$0.25

Shares on issue as at the date of this Prospectus

221,556,866

Shares to be issued under the Offer

120,000,000

Gross proceeds of the Offer (before costs and expenses)

$30,000,000

Shares on issue post completion of the Offer

341,556,866

Options on issue post completion of the Offer

103,260,933

Indicative market capitalisation at the Offer Price

1

$85,389,216

1. The market capitalisation is calculated based on the Offer Price multiplied by the number of
Shares on issue (and does not take into account issued Options). There is no guarantee that the
Shares will trade at the Offer Price upon Listing.
Note: Refer to Section 2.3 for further details relating to the Company’s proposed capital structure.
Event
Lodgement of this Prospectus with ASIC
Opening Date of the Offer

Date
29 June 2016
6 July 2016

Closing Date of the Offer (5.00pm AWST)

15 July 2016

Settlement date of the Offer

19 July 2016

Issue of Shares under this Prospectus

20 July 2016

Despatch of holding statements

21 July 2016

Expected date for Shares to commence trading on the ASX

25 July 2016

Note: This timetable is indicative only. Unless otherwise indicated, all times given are Western
Standard Time, Australia. The Company, in consultation with the Lead Manager, reserves the right to
vary any and all of the above dates and times without notice (including, subject to the ASX Listing
Rules and the Corporations Act, to close the Offer early, to extend the Closing Date, or to accept late
applications or bids, either generally or in particular cases, or to cancel or withdraw the Offer, in each
case without notifying any recipient of this Prospectus or Applicants). If the Offer is cancelled or
withdrawn before the allocation of Shares, then all Application Monies will be refunded in full (without
interest) as soon as possible in accordance with the requirements of the Corporations Act. Investors
are encouraged to submit their Applications as soon as possible after the Offer opens.
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Letter from the Chairman
Dear Investor,
On behalf of the Directors, I am pleased to present this Prospectus and to offer you the opportunity to
become a shareholder in Australis Oil & Gas Limited (Australis or the Company).
Australis operates in the upstream oil and gas industry and is seeking to provide shareholders value
and growth opportunities through the acquisition and accumulation of quality onshore assets within
emerging and established unconventional fields in the United States of America and other
jurisdictions.
The Company was founded in 2015 by myself, Ian Lusted and Graham Dowland. We have each
invested personally at formation and through subsequent private capital raisings and intend to remain
invested as Australis pursues its business strategy. We were formerly key executives of ASX and
TSX listed Aurora Oil & Gas Limited (Aurora), an oil and gas exploration and production company
that listed in 2005 with a market capitalisation of $28 million and share price of $0.32. Over a period
of 9 years, Aurora undertook successful exploration and appraisal work, exercised disciplined capital
management and implemented a measured and successful growth strategy. Aurora held significant
producing assets in the Eagle Ford shale trend in Texas and was ultimately sold in 2014 for $2.6
billion (including assumed debt of $0.8 billion and a share price of $4.20).
Australis has made significant progress since its establishment and is now seeking to raise
$30 million via the Offer to continue its growth.
Key highlights of the Company include:


proven Board and key management team - demonstrated track record in acquiring,
developing, managing and realising value from oil and gas assets;



deliberate and considered strategy - to take advantage of current conditions in the oil and
gas industry to build a high quality portfolio including exploration, appraisal and production
assets with potential leveraged upside to any modest increase in the oil price;



market conditions provide a conducive and timely opportunity for management to
execute its strategy – the fall in oil prices since late 2014 has had a number of impacts
including: reducing cash flows of oil and gas companies with many being forced to consider
asset sales; a decline in short term asset valuations lowering acquisition costs; and lower
drilling and other operating costs resulting in lower costs to appraise and develop assets;



attractive initial Exploration and Appraisal Assets – the Company has already secured
onshore lease or concession assets in the USA and in Portugal which it considers meet this
strategy and which have relatively low holding costs and minimal initial development required.
These assets provide potential upside leverage to any modest recovery in the oil price.

This Prospectus includes details of the Offer and the Company, together with an overview of the key
risks associated with investing in Australis. Those risks include the volatility of oil and gas prices, the
risk of our strategy not being successful and risks related to the expiration and attempt to renew
and/or extend the leases in the USA in which we have a Working Interest. I urge you to read this
Prospectus carefully and seek professional advice to determine whether this investment is
appropriate for you.
On behalf of the Directors of Australis I recommend this Offer to you. I look forward to the continuing
support of our existing Security holders and welcoming new Shareholders to the Company.
Yours faithfully

Jon Stewart
Chairman
Australis Oil & Gas Limited

Australis Oil & Gas Limited - Prospectus
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1

Investment Overview
This Section is a summary only and is not intended to provide full information for investors intending
to apply for any Shares offered pursuant to this Prospectus. This Prospectus should be read and
considered in its entirety. The Shares offered under this Prospectus carry no guarantee in respect of
return of capital, return on investment, payment of dividends nor can any guarantee be given about
the future value of the Shares.

1.1

The Company, its Strategy and Business Model
Further
information

Item

Summary

Who is the issuer
of this
Prospectus?

Australis Oil & Gas Limited, ACN 609 262 937 (Australis or
Company).

Section 3

What is Australis
and what does it
do?

Australis Oil & Gas Limited (formerly Australis Oil & Gas Holdings Pty
Ltd) was incorporated on 12 November 2015. It converted to a public
company and was renamed ‘Australis Oil & Gas Limited’ on 10 June
2016.

Section 3

The Company operates in the upstream oil and gas industry and is
seeking to provide Shareholders with value and growth opportunities
through the acquisition and accumulation of quality onshore oil and gas
assets within emerging and established oil fields in the USA and other
jurisdictions.
The Company was founded by Messrs Jon Stewart, Ian Lusted and
Graham Dowland, formerly key executives of Aurora Oil & Gas Limited
(Aurora). Aurora was an oil and gas exploration and production
company established in 2005 and listed on the ASX with a market
capitalisation of $28 million. In 2011, Aurora was dual listed on the
Toronto Stock Exchange.
Aurora built a portfolio of significant
unconventional assets in the Eagle Ford shale trend in South Texas,
USA.
At Aurora Messrs Stewart, Lusted and Dowland were
instrumental in implementing a growth strategy with disciplined capital
management which ultimately culminated with managing the sale of
Aurora in 2014 for $2.6 billion (including assumed debt of $800 million).
What is the
status of the
industry the
Company
operates in?

The Company is in the upstream oil and gas industry. The global oil
and gas industry has been experiencing a period of lower oil prices; the
Board believes this presents an opportunity.

Section 4

What are the key
investment
highlights?

The key investment highlights for Australis are:

Section 3 and
Sections 5.1
and 5.3



a proven management team – significant industry experience
and demonstrated track record in acquiring, developing,
managing and realising value from oil and gas assets;



market conditions provide a conducive and timely
opportunity for management to execute its strategy – the fall
in oil prices since late 2014 has had a number of impacts
including: reducing cash flows of oil and gas companies with
many being forced to consider asset sales; a decline in short
term asset valuations lowering acquisition costs; and lower

Australis Oil & Gas Limited - Prospectus
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Item

Summary

Further
information

drilling and other operating costs resulting in lower costs to
appraise and develop assets;

What is the
Company’s
strategy and
business model?



deliberate and considered business strategy – to take
advantage of current market conditions in the oil and gas
industry to build a high quality oil and gas portfolio including
exploration, appraisal and producing assets; and



attractive initial Exploration and Appraisal Assets – initial
assets have been secured onshore in the USA and in Portugal
which the Company considers meets its strategy, with low
holding costs and development requirements, and that provide
potential upside leverage to any increase in oil prices from
current levels.

Australis seeks to take advantage of the prevailing conditions within the
upstream oil and gas industry and use the Directors’ and key
management’s knowledge and experience to acquire and accumulate a
high quality, oil-weighted portfolio of onshore assets, at attractive
pricing, that will aim to provide potential upside with any modest
increase in the oil price.

Section 3.3,
Section 4

The strategy aims to provide Shareholders with a portfolio of assets
that will have a range of risk and reward attributes with an underlying
base value, whilst ensuring exposure to exploration and appraisal
upside as well as upside exposure to any increase in the oil price.
The Company is targeting three type of assets for its portfolio:


Core Proven Assets – onshore oil-weighted unconventional
acreage positions in North America with proven reserves and an
inventory of future drilling locations with demonstrable and well
defined economic rates of return on the cost of drilling and
operating costs;



Appraisal Assets – an earlier stage asset in the maturity cycle
(as compared to Core Proven Assets) that can demonstrate both
technical and economic characteristics that the Board believes
are indicative to be a successful unconventional development
asset. The Board believes that the Company’s 50% Working
Interest in the TMS Leases is an example of this category of
asset; and



Exploration Assets – unconventional or conventional assets
that have early quality indicators, require minimal early capital
commitment, and offer significant potential leverage to
exploration success and/or appraisal. The Board believes that
the Company’s Concessions in Portugal are an example of this
category of asset.

The ability to secure Core Proven Assets depends on a number of
factors including the identification of assets that can be acquired at a
value the Board considers attractive. There is a risk that the Board is
unable to acquire assets within this Core Proven Asset category due to
values being greater than what the Board considers reasonable, as
capital discipline and shareholder value are fundamental to the
Company’s strategy, and will be prime considerations in evaluating new
Australis Oil & Gas Limited - Prospectus
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Further
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opportunities.
It may be necessary to undertake limited operations on acquired assets
in order to enhance asset value. The Company does not currently
envisage meaningful or capital intensive development activity in the
present oil price environment. An agreed budget and being able to
influence capital expenditure programs in all three of the target asset
categories are also important investment criteria.
Why does
Australis believe
current market
conditions
provide an
opportunity to
create
shareholder
value?

What are the
Company’s
assets and
where are they
located?

We believe there is a conducive opportunity to achieve attractive
returns by acquiring and developing oil and gas assets in proven and
emerging basins with known operational and limited geological risks.
We believe this opportunity exists for a number of reasons:


the decline of commodity prices since 2014 had an immediate
and meaningful impact on the cash flows of oil and gas
companies, creating a need for many firms to issue external
capital or sell assets;



the decline of oil and gas prices since 2014 has substantially
reduced oil and gas asset valuations and is moderating drilling
and completion costs and operating costs, resulting in a lower
cost to acquire and develop assets; and



despite these recent declines in oil prices, the long term
fundamentals remain favourable.

As at the date of this Prospectus, Australis has two initial assets:


a 50% Working Interest in onshore leasehold acreage within the
unconventional onshore oil weighted Tuscaloosa Marine Shale
(TMS) in the USA; and



prospective oil and gas exploration concession rights onshore in
western Portugal.

Section 4

Section 3.5
and Section
3.6

The TMS Leases- Onshore USA
Australis owns a 50% Working Interest in approximately 33,000 mostly
contiguous acres under leases (the TMS Leases) within the TMS Core
Area. The TMS Core Area is located within the larger Tuscaloosa
Marine Shale (TMS). The TMS Leases are located mostly in Louisiana
with approximately 2% in Mississippi.
In December 2015, Australis secured the rights to purchase a 50%
Working Interest in a number of leases in the TMS Core Area. In
January 2016, Australis completed the acquisition of an initial 20%
Working Interest in the TMS Leases and in May 2016 acquired the
balance to take its Working Interest to 50%. The total acquisition price
of the 50% Working Interest in the TMS Leases was US$16 million and
at the date of this Prospectus the approximately 614 leases that
comprise the TMS Leases cover approximately 33,000 acres.
The TMS is an over pressured and naturally fractured unconventional
oil play. It is “on trend” with the Eagle Ford shale in the USA in that it
Australis Oil & Gas Limited - Prospectus
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Summary

Further
information

has similar depositional history and age.
Over 80 horizontal wells have been drilled in the TMS outside of the
Australis TMS Leases with the most recent (20 wells with up to 18
months production data) demonstrating consistent productivity that
would meet the Company’s productivity requirements for an Appraisal
Asset.
The drilling and production history of the TMS in areas outside the TMS
Leases encountered operational challenges leading to high well costs.
Within the TMS, well design has evolved since the early wells were
drilled. The Board anticipates that with ongoing well design evolution,
costs can be reduced whilst maintaining or increasing productivity.
Additionally, other more developed shale plays in the USA have
demonstrated considerable cost savings associated with larger scale
activity that comes with any full field development.
With the decline in the oil price since late 2014, drilling of new wells in
the TMS reduced significantly, leading to reduced costs of acquiring oil
and gas leasehold rights within the TMS. Australis, with its TMS
Leases counterparty, Paloma Partners IV, LLC (Paloma), has an
agreed land work program and budget for 2016 and 2017 (Land
WP&B) - refer to Section 3.5(h)(ii). This budget includes funding to take
advantage of the prevailing market conditions by working towards
leasing new acreage on trend within the TMS Area of Mutual Interest
(TMS AMI), including extending the duration of existing leases to
extend the time to meet obligations to drill and produce wells in order to
hold the TMS Leases by production (HBP) and/or renewing existing
TMS Leases. The agreed Annual WP&B for 2016 does not propose
any operational activity on the TMS Leases other than the leasing
strategy.
Development activity by the Company on the TMS Leases is intended
to be minimal until such time as a sustained improvement in the oil
price is established and/or drilling activity recommences by third party
operators on adjacent leases within the TMS.
Australis has the right to assume operatorship of the TMS Leases from
Paloma in January 2018. Paloma is an experienced acquirer and
manager of onshore leaseholds in the USA.
Lusitanian Basin – Onshore Portugal
Australis owns the exclusive rights for eight years from 30 September
2015 to two onshore government granted concession areas in the
Lusitanian Basin Portugal, subject to the Consultant Incentive in
Section 3.6(e) and Section 10.4 (Concessions). The area covers
approximately 620,000 contiguous acres.
The exploration area of the Concessions offers large scale, material
conventional and unconventional oil and gas targets. Portugal has no
domestic hydrocarbon production and is under explored for oil and gas
with only 148 onshore wells having been drilled (the majority with oil or
gas shows) and the majority being shallow wells (less than 500
metres). These wells have indicated that there are two working
Australis Oil & Gas Limited - Prospectus
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Further
information

Summary
hydrocarbon systems.
A large volume of 2D and 3D seismic exists across the Concession
areas which is being used to continue the evaluation of known targets
and identification of new targets. Australis intends to prioritise these
targets for drilling and seek to introduce partners to assist with the
funding for any drilling activity.

What are the
reserves and/or
resources of the
Company?

The independently assessed resources of the Company as assessed
by South Texas Reservoir Alliance LLC and Netherland, Sewell &
Associates, Inc. are as follows:

Resource
categorisation

Low (1C)
Net
Contingent
Resources
(Post
Royalties)

Best (2C)

High (3C)

Low
Risked Net
Prospective
Resources
(Post
2
Royalties)

Best

High

Oil / Gas

Australis
50%
Working
Interest
in the
TMS
Leases

Australis 97%
Working
Interest in the
Portugal
1
Concessions

Oil (mmbbls)

4.60

-

Gas (bcf)

1.61

83.59

Oil (mmbbls)

12.96

-

Gas (bcf)

4.54

234.11

Oil (mmbbls)

29.91

-

Gas (bcf)

10.48

409.59

Oil (mmbbls)

-

19.17

Gas (bcf)

-

104.33

Oil (mmbbls)

-

126.44

Gas (bcf)

-

465.96

Oil (mmbbls)

-

448.36

Gas (bcf)

-

1,632.43

Section 8

1. Australis owns a 100% Working Interest in the Concessions subject to a 3%
Working Interest pursuant to the Consultant Incentive – see Sections 3.6(e)
and 10.4.
2.

It should be noted that the estimated quantities of petroleum that may
potentially be recovered by the future application of a development project
may relate to undiscovered accumulations. These estimates have an
associated risk of discovery and development. Further exploration and
appraisal is required to determine the existence of a significant quantity of
potentially moveable hydrocarbons.

These Contingent and Prospective Resources should be considered in
the context of the full reports contained in Section 8.
How has the
Company funded
itself to date?

In March 2014, Messrs Jon Stewart, Ian Lusted and Graham Dowland
and their affiliated entities (Founders) established Australis Oil & Gas
Pty Ltd, now named Australis Europe Pty Ltd (APL).
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APL was established to pursue oil and gas opportunities and was
funded by the Founders from March 2014 to December 2015 with
capital totalling $2.6 million. These funds were applied to establish the
business of APL, apply for the Concessions and employ executives
and staff. APL employed several Perth-based staff of Aurora following
its sale in 2014. No remuneration was paid by APL to the Founders
who converted all their contributed funds in APL to equity.
In September 2015, a Portuguese wholly owned indirect subsidiary of
APL was awarded the exclusive rights to the Concessions based on
applications made in February 2015. Those Concessions have since
been the subject of the Consultant Incentive in Section 10.4.
On 31 December 2015, Australis acquired 100% of APL from the
Founders for consideration being the issue of 55 million Shares.
In November 2015, Australis undertook a private placement of
approximately 120.9 million shares at $0.20 each to raise
approximately $24.2 million. The Directors, management and their
affiliates subscribed $6.0 million in this private placement. The funds
raised were used to advance the Concessions and acquire the initial
20% Working Interest in the TMS Leases.
In May 2016, Australis undertook a further private placement of
approximately 45.7 million shares at $0.22 each to raise approximately
$10.1 million. With each two shares issued, one free attaching Option
exercisable at $0.275 was granted. The Directors, management and
their affiliates subscribed a further $2.75 million in this private
placement. Australis used part of the funds to acquire a further 30%
Working Interest in the TMS Leases in May 2016 to take its Working
Interest in the TMS Leases to 50%.
What is the proforma net cash of
the Company?

The pro forma net cash as at 31 March 2016 is $35,085,000.

Section 9

What are the
Company’s
growth plans?

The Company’s overall growth strategy is to build a portfolio of quality
assets including Core Proven Assets, Appraisal Assets and Exploration
Assets. The Company intends to pursue growth both organically with
the existing asset base (being the TMS Leases and the Concessions)
and by acquisition. As and when further funds are required, either for
the existing assets or for acquisitions, the Company will consider
raising additional capital from both the issue of equity securities and/or
debt finance. The application of material debt to the Company’s
balance sheet will only be undertaken when the Board considers it
appropriate and, depending on the type of debt and its covenants, will
generally require the Company to have sustainable and maintainable
revenue from any future production.

Section 3.3
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1.2

Directors, Key Employees and Security Interests
Item

Who are the
Directors of
Australis?

Further
information

Summary
The Directors of Australis are:
Director

Section 5.1

Position

Independence

Jon Stewart

Chairman

Not Independent

Ian Lusted

Managing Director
and Chief
Executive Officer

Not Independent

Graham Dowland

Chief Financial
Officer and
Finance Director

Not Independent

Alan Watson

Non-Executive
Director

Independent

The Directors and key executives were all directors of Aurora.
The Directors have experience in both international public capital
markets and the oil and gas industry.
Who is Australis’
senior
management
team?

The senior management team of Australis is:
Name

Section 5.3
Position

Ian Lusted

Managing Director and Chief
Executive Officer

Graham Dowland

Chief Financial Officer and
Finance Director

Michael Verm

Chief Operating Officer

Julie Foster

Vice President Finance and
Company Secretary

Malcolm Bult

Vice President Corporate and
Business Development

All the senior management team were previously employed by
Aurora.
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Summary

What are the
Directors’ current
relevant interests
in Securities in
Australis and
what is their
proposed
participation in
the Offer?

The Directors current relevant interests in Securities in Australis
are:
Director
Shares

Jon

Ian Lusted

Graham
Dowland

Alan
Watson

59,542,859

14,303,572

14,403,572

3,410,000

5,000,000

250,000

300,000

455,000

10,000,000

4,000,000

3,200,000

-

15,000,000

6,000,000

5,000,000

-

15,000,000

6,000,000

5,000,000

-

-

-

-

420,000

Stewart

Section 11.1

Options1
$0.275
(Series A)
30/6/19
$0.25
31/12/20
$0.30
(Series A)
31/12/20
$0.35
(Series A)
31/12/22
$0.275
(Series B, C, D)2
24/5/21

1.

The full terms and conditions relating to the Options can be
found in Annexure B – Rights attaching to Options.
Independent Director Options vest 33.3% on each anniversary
from the date of grant of 24 May 2016, subject to the grantee
remaining a director of the Company.

2.

The Directors may participate in the Offer within this Prospectus
and may subscribe for Shares. Messrs Dowland and Watson
intend to participate in the Offer as follows:


Mr Dowland (or an entity in which he has a relevant
interest) will subscribe for 346,428 Shares ($86,607).



Mr Watson (or an entity in which he has a relevant
interest) will subscribe for 400,000 Shares ($100,000).

Assuming Mr Dowland and Mr Watson (or entities in which they
have a relevant interest) are allocated Shares under this Offer in
accordance with their intended participation set out above, the
Directors relevant interests in Securities in Australis post
completion of the Offer would be:
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Director
Shares

Jon

Ian Lusted

Graham
Dowland

Alan
Watson

59,542,859

14,303,572

14,750,000

3,810,000

5,000,000

250,000

300,000

455,000

10,000,000

4,000,000

3,200,000

-

15,000,000

6,000,000

5,000,000

-

15,000,000

6,000,000

5,000,000

-

-

-

-

420,000

Stewart

Options1
$0.275
(Series A)
30/6/19
$0.25
31/12/20
$0.30
(Series A)
31/12/20
$0.35
(Series A)
31/12/22
$0.275
(Series B, C,
D)
24/5/21

1.

2.

What are the
Directors’
remuneration
arrangements
and benefits?

The full terms and conditions relating to the Options can be found in
Annexure B – Rights attaching to Options.
Independent Director Options vest 33.3% on each anniversary from
the date of grant of 24 May 2016, subject to the grantee remaining
a director of the Company.
Jon

Ian Lusted

Graham
Dowland

Alan
Watson

$219,000

$465,375

$383,250

$84,863

$0.25
31/12/20

10,000,000

4,000,000

3,200,000

-

$0.30
(Series A)
31/12/20

15,000,000

6,000,000

5,000,000

-

$0.35
(Series A)
31/12/22

15,000,000

6,000,000

5,000,000

-

-

-

-

420,000

Director
Remuneration1
($)

Stewart

Sections 11.1
and 11.2,
Sections 10.10,
10.11 and
10.15

Options2

$0.275
(Series B, C, D)
24/5/21

1.

2.

Remuneration represents annual fixed salary. In addition Mr Lusted
and Mr Dowland may be entitled to STI’s as set out in Executive
Service Agreement summary in Sections 10.10 and 10.11
respectively.
The full terms and conditions relating to the Options can be found in
Annexure B – Rights attaching to Options.
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The Directors are parties to the Deeds of Access, Indemnity and
Insurance in Section 11.2(c), and eligible to participate in the
Employee Equity Incentive Plan in Section 10.15, although it is not
currently proposed that non-executive Directors participate, and
the Executive Directors would not participate until after 31
December 2017. Messrs Stewart, Lusted and Dowland also
received consideration under the Share Purchase Agreement
described in Section 11.2(a).

Who are the
substantial
shareholders of
Australis?

As at the date of this Prospectus, the following Shareholders are
registered as holding 5% or more of the total Shares on issue:

Shareholder

Number of
Shares held

% of
Shares/voting
power

Epicure Superannuation
Pty Ltd ATF the Epicure
Superannuation Fund

26,150,001

11.80%

JK Stewart Investments
Pty Ltd ATF The Stewart
Investment Trust

33,392,858

15.07%

Zero Nominees Pty Ltd*

82,952,772

37.44%

National Nominees
Limited

11,311,078

5.11%

Section 11.1

*Zero Nominees is a nominee company of Euroz Securities Limited. Zero
Nominees is expected to distribute the majority of its Shares to the
relevant underlying beneficial holders, none of whom are expected to be
substantial Shareholders of Australis, on or about the time of Listing.

As at the date of this Prospectus the Directors and their
associates own the following Shares (for Options, see above):
Number of Shares
held

% of
Shares/voting
power

Mr Jon Stewart

59,542,859

26.87%

Mr Ian Lusted

14,303,572

6.46%

Mr Graham Dowland

14,403,572

6.50%

Mr Alan Watson

3,410,000

1.54%

Director

Other than the intended participation by Mr Dowland for 346,428
Shares and Mr Watson for 400,000 Shares (in either case,
personally or through entities in which they have a relevant
interest), it is not anticipated that the Directors will participate in
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the Offer, and there are no known other allocations or priority
offers under the Offer to substantial Shareholders, Directors, other
officers, or any of their family or friends. As at completion of the
Offer and assuming allocations of Shares are made to the
Directors (or applicable entities in which they have a relevant
interest) in accordance with their intended participation the
Directors and their associates own the following Shares:
Number of
Shares held

% of
Shares/voting
power

Mr Jon Stewart

59,542,859

17.43%

Mr Ian Lusted

14,303,572

4.19%

Mr Graham Dowland

14,750,000

4.32%

Mr Alan Watson

3,810,000

1.12%

Director
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1.3

Key Risks
Prospective investors should be aware that subscribing for Shares in the Company involves a number
of risks and uncertainties. The risk factors set out in Section 6, and other general risks applicable to
all investments in listed securities, may affect the value of the Shares in the future. The oil and gas
interests detailed in this Prospectus are at the exploration or appraisal stage. An investment in the
Shares should be considered speculative. Investors may lose some or all of their investment.
Based on the information available, a non-exhaustive list summarising the key risk factors affecting
the Company is set out below. Investors should refer to the more comprehensive list of risks set out
in Section 6. Where relevant, the risks below assume completion of the Offer has occurred. The
occurrence of any one of the risks below could adversely impact the Company’s operating or financial
performance.
Key Risks

Summary

Offer risk

If ASX does not admit the Shares to Official Quotation before the
expiration of 3 months after the date of issue of this Prospectus, or such
period as varied by the ASIC, the Company will not allot or issue any
Shares and will repay all Application Monies for the Shares within the time
prescribed under the Corporations Act, without interest.

Strategy risk

Australis’ strategy is predicated on the belief that the fundamental drivers
are in place for a potential increase in oil prices in due course. The
Company seeks to acquire and accumulate a high quality, oil weighted
portfolio of assets, at attractive pricing, that will aim to provide potential
leveraged upside to any modest recovery in the oil price – see Section 3.3
for additional information on the Company’s strategy.
There is no guarantee the oil price will recover, or that appropriate assets
in each of the categories can be identified, and if they are, acquired at an
attractive price or at all. While the Directors and key management
previously worked at Aurora, the Company is not Aurora, and there is no
guarantee its strategy will be successful.

Title risk – TMS
Leases

Australis has acquired and will continue to acquire Working Interests in
leaseholds from mineral rights owners in Louisiana and Mississippi, USA.
As existing lease terms expire, Australis and its operator and co-owner in
the TMS have agreed the maximum terms to be offered to mineral rights
owners in the negotiation for new leases. Certain TMS Leases are, at
Australis’ election, capable of renewal or extension. There is no guarantee
that existing leases will be renewed, extended or reacquired prior to expiry
or that leases on new areas will be acquired. The process of confirming
defensible title on leases for oil and gas exploration and production has
been performed by experts acting for Australis – see Section 7. If at any
time title cannot be determined, it may have a financial impact on the value
of that lease. See Section 3.5(h)(i)for more information.

Commodity prices

The prices of oil and gas are outside the control of Australis and fluctuate;
the prices impact the availability and costs of opportunities for Australis,
and any future revenue and profitability from the sale of oil and gas.

Exploration and
development

Oil and gas exploration is a speculative investment and involves a high
degree of risk. Section 3.5 contains information concerning wells in the
TMS which are not in the area of the TMS Leases; there is no guarantee
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Key Risks

Summary
these results are representative of the TMS Leases. There is no
guarantee that the exploration and development of any oil and gas assets
acquired by the Company can be profitably exploited.

Reliance on key
personnel

Australis’ success depends in large measure on certain key personnel.
The loss of the services of such key personnel may have a material
adverse effect on the Company’s business, financial condition, results of
operations and prospects. The contributions of the existing management
team to the immediate and near term operations are likely to be of central
importance. There can be no assurance that the Company will be able to
continue to attract and retain all personnel necessary for the
implementation, development and operation of its business strategy.

Funding risk

The Company may require capital in addition to the amount being sought
in the Offer to continue exploring and appraising its existing assets
following the completion of the existing work program budgets (for
approximately 2 years in the case of the TMS Leases and approximately 3
years in the case of the Concessions). As and when further funds are
required, either for the existing assets or for acquisitions, the Company will
consider raising additional capital from both issue of equity securities
and/or debt finance if appropriate. There is no assurance that the
Company will be able to access and secure additional funding on
reasonable terms or at all.

Liquidity

The number of Restricted Securities may affect the liquidity of the market
for Shares. Refer Section 2.10.

Sovereign risk

Whilst Portugal is considered to be politically stable, the rights owned by
Australis may be affected by any changes in government policy or
legislation. In the USA, the leasehold rights under TMS Leases may be
affected by any changes in government policy or legislation.

Hydraulic fracturing

There exists public debate regarding the potential sub surface and surface
impact of hydraulic fracturing used in unconventional oil and gas drilling. In
addition, there are many regulatory requirements to be adhered to. Any
modification or addition to the current requirements may adversely impact
the value of the Company’s assets and future financial performance.

Resource estimation
risk

There are inherent risks in the estimation of prospective and contingent
resources. There is a risk that such estimations will not convert into
reserves or any actual production may significantly vary from such
estimates.

Exchange rate
fluctuations

The Company operates in multiple currencies and exchange rates are
constantly fluctuating. The Company does not hedge currencies but the
current policy is to convert the majority of its cash balances to USD when
appropriate.
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Summary

Commercialisation
and access to
infrastructure

Australis’ future performance will be impacted by its ability to source and
access equipment and services and product transportation routes and
processing facilities. The ability of the Company to access infrastructure
economically or at all is largely out of control of Australis and therefore
may have an adverse impact on future performance.

Environmental

The Company is subject to laws and regulations to minimise the
environmental impact of any operations as well as rehabilitation of any
areas affected by any operation carried out on the areas leased by the
Company. These laws can be costly to operate under and can change
further adversely affecting the Company. Penalties for failure to adhere to
the laws or in the event of environmental damage the penalties and
remediation costs can be substantive.

Competition

The Company competes with numerous other organisations in the search
for, and the acquisition of, oil and gas assets. The Company’s competitors
include oil and gas companies that have substantially greater financial
resources, staff and facilities than those of the Company. The Company’s
ability to increase its reserves in the future will depend not only on its
ability to explore and develop the TMS Leases and Concessions, but also
on its ability to select and acquire suitable producing properties or
prospects for exploratory drilling.

Contract risk

The Company is a party to various contracts. Whilst the Company will have
various contractual rights in the event of non-compliance by a contracting
party, no assurance can be given that all contracts to which the Company
is a party will be fully performed by all contracting parties. Additionally, no
assurance can be given that if a contracting party does not comply with
any contractual provision, the Company will be successful in enforcing
compliance. There is also bankruptcy, credit and operational risk attached
to counterparties.
Contracts to which the Company and its subsidiaries are party, including
the Concessions, contain various termination rights that could be triggered
in the event that either party does not fulfil their obligations under the
applicable contract.
Further, the Concessions contain various conditions and requirements,
which if not satisfied could result in the applicable Concession being
terminated or could require Australis to relinquish all or part of its interest.
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1.4

Overview of the Offer
Item

Further
information

Summary

What is the
Offer?

The Offer is an initial public offering of 120,000,000 Shares
at the Offer Price of $0.25 per Share to raise $30,000,000.
There is no lower minimum Offer amount; if $30,000,000 is
not raised (before costs) the Offer will not proceed.

Section 2

Why is the Offer
being
conducted?

The purpose of the Offer is to:

Key Offer
Information and
Indicative
Timetable, and
Sections 2.9 and
3.3

How will
existing funds
and the funds
raised under the
Offer be used?



raise $30,000,000 from Applications for 120,000,000
Shares at an issue price of $0.25 per Share;



facilitate an application by the Company to seek
admission to the official list of the ASX and to assist the
Company to meet the requirements of the ASX and
satisfy Chapters 1 and 2 of the ASX Listing Rules; and



position the Company to achieve its strategy as set out
in Section 3.3.

The Company intends to apply funds raised from the Offer
as follows:
Source of Funds

$000s
1

Existing cash reserves
Gross funds raised from the
Offer
Total Funds Available
Use of Funds
Work program TMS (including
lease renewal)
Work
program
Portugal
Concessions
2
Expenses of the Offer
Evaluation
and
business
development expenses
Working
capital,
future
acquisitions
and
operating
expenses
Total
1.
2.

Section 2.2

$6,775
$30,000
$36,775
$000s

%

$14,472

39%

$2,117

6%

$1,690

5%

$2,863

8%

$15,633

42%

$36,775

100%

This is the Company’s cash balance as per the 31 March 2016
pro-forma Statement of Financial Position adjusted for
Subsequent Events.
Estimated expenses of the Offer include accounting fees,
legal fees, ASX listing fees, corporate advisory fees,
brokerage commissions, share registry fees, printing fees and
other miscellaneous expenses associated with the Offer – see
Section 11.6

The Table above represents the Company’s current
intentions as at the date of this Prospectus based on the
current business plan of the Company and business
conditions.
The amount and timing of the actual
expenditure may vary and will depend upon numerous
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Further
information

Summary
factors, including the timing and success of the Company’s
activities and the risk factors outlined in Section 6.

What is the
effect of the
Offer on the
capital structure
of the
Company?

The capital structure of the Company following completion
of the Offer is summarised below.
Capital Structure – Shares

Section 2.3

Number

Shares on issue as at the date of this
221,556,866
Prospectus
Shares to be issued under the Offer
120,000,000
Shares on issue post completion of
341,556,866
the Offer
Options on issue as at the date of this Prospectus
Exercise
Vesting
Expiry
Number
Price
$0.25
vested
31 Dec 2020
19,675,000
$0.30
13 Nov
31 Dec 2020
27,775,000
1
(Series A)
2016
$0.30
13 Nov
31 Dec 2020
1,000,000
1
(Series B)
2016
$0.35
13 Nov
31 Dec 2022
27,775,000
1
(Series A)
2017
$0.35
13 Nov
31 Dec 2022
1,775,000
1
(Series B)
2018
$0.35
13 Nov
31 Dec 2022
1,000,000
1
(Series C)
2017
$0.35
13 Nov
31 Dec 2022
1,000,000
1
(Series D)
2018
$0.275
2
N/A
30 Jun 2019
22,840,933
(Series A)
$0.275
See
(Series B,
24 May 2021
420,000
3
note
C, D)
1.
2.
3.

Vesting of the Options is conditional upon continued
employment of the relevant employee until the vesting date.
No vesting condition applies to Options granted as part of the
Company’s private placement in May 2016 to Sophisticated
Investors.
Independent Director Options vest 33.3% on each anniversary
from the date of grant of 24 May 2016, subject to the grantee
remaining a director of the Company.

Please refer to Annexure B – Rights attaching to Options for
full vesting terms and conditions.
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Item
How is the Offer
structured?

Summary
The Offer consists of:


The Institutional Offer – an invitation to bid for Shares
made to Institutional Investors in Australia and
qualifying investors in certain overseas jurisdictions;
and

Further
information
Sections 2.1 and
2.8

 The Broker Firm Offer – an offer open to Australian
resident Retail Investors and Australian and New
Zealand Sophisticated Investors who have received a
firm allocation from their Broker.

What is the
minimum
application size
under the
Offer?
How do I apply
for Shares
under the
Offer?

The allocation of Shares between the Broker Firm Offer
and the Institutional Offer will be determined by the
Company in consultation with the Lead Manager. For
Broker Firm Offer applicants, the relevant Broker will
decide how they allocate Shares amongst their eligible
clients.
The minimum Application size under the Offer is 8,000
Shares (equivalent to $2,000) and thereafter in multiples of
1,000 Shares (equivalent to $250).

The Lead Manager will separately advise Institutional
Investors of the application procedures for the Institutional
Offer.

Section 2.5

Section 2.5

The Broker Firm Offer is open to eligible investors who have
received an allocation from their Broker. If you have been
offered an allocation by a Broker having a firm allocation,
you will be treated as an Applicant under the Broker Firm
Offer in respect of that allocation.
Investors who have received an allocation of Shares in the
Broker Firm Offer must follow instructions provided by their
Broker. Those Applicants must complete the Broker Firm
Application Form at the back of this Prospectus. By making
an Application, you declare that you were given a copy of
this Prospectus, together with a Broker Firm Application
Form. Your Broker will act as your agent in submitting your
Application. You should contact your Broker to determine
whether they may allocate Shares to you under the Broker
Firm Offer.
To the extent permitted by law, an Application under the
Offer is irrevocable.

When will I
know if my
Application was
successful?

It is expected that holding statements will be sent to
successful Applicants by post on or about 21 July 2016.
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Item

Summary

What rights and
liabilities attach
to the Shares
being offered?

All Shares issued under the Offer will rank equally in all
respects with the existing Shares on issue. The rights and
liabilities attaching to the Shares are described in Annexure
A – Rights attaching to Shares.

Is there a
cooling off
period?

No.

Can the Offer
be withdrawn by
the Company?

Yes. The Company reserves the right not to proceed with
the Offer at any time before the issue of Shares to
successful Applicants.

Further
information
Annexure A –
Rights attaching to
Shares

Sections 2.8 and
2.9

If the Offer does not proceed, Application Monies will be
refunded as soon as practicable in accordance with the
requirements of the Corporations Act. No interest will be
paid on any Application Monies refunded as a result of the
withdrawal of the Offer.
Who is the Lead
Manager of the
Offer?

The Lead Manager is Euroz Securities Limited (AFSL
243302). Bell Potter Securities Limited (AFSL 243480) is
the Co-Lead Manager of the Offer.

Is the Offer
underwritten?

No.

Will the Shares
be quoted on
the ASX?

The Company will apply to the ASX for its admission to the
Official List and quotation of Shares on the ASX (which is
expected to be under the code “ATS”).

Section 10.1

Sections 2.8 and
2.13

If ASX does not admit the Shares to Official Quotation
before the expiration of 3 months after the date of issue of
this Prospectus, or such period as varied by the ASIC, the
Company will not allot or issue any Shares and will repay all
Application Monies for the Shares within the time prescribed
under the Corporations Act, without interest.
What is the
Company’s
dividend policy?

Any future determination as to the payment of dividends by
the Company will be at the discretion of the Directors and
will depend on the availability of distributable earnings,
operating results, the financial condition of the Company,
future capital requirements and other factors considered
relevant by the Directors. No assurance in relation to the
payment of dividends or franking credits attaching to
dividends can be given by the Company.
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Item

Summary

Will any
Securities be
restricted in
accordance with
the ASX Listing
Rules?

Yes. The Company anticipates entering into the following
restriction arrangements with:


Further
information
Section 2.10

related parties of the Company (which includes the
Directors and their spouses) and promoters (as
defined in the ASX Listing Rules) in respect of:


the Shares issued to the Sellers in relation to the
acquisition of APL;



in the case of other Shares, any Shares left after
the application of the cash formula;



their free attaching $0.275 (Series A) Options
issued under the second interim raising in May
2016; and



Options issued to them as employees,

each for a restriction period of 24 months from
quotation; and


participants in the second interim raising in May 2016,
in respect of their free attaching $0.275 (Series A)
Options, for a restriction period of 12 months from their
issue date, which was 16 May 2016.

This would represent approximately 18.14% of all of the
Shares and 96.42% of all the Options on issue following
completion of the Offer.
Is there any
brokerage,
commission or
stamp duty
payable by
Applicants?

No brokerage, commission or stamp duty should be payable
by Applicants on acquisition of Shares under the Offer.

Are there any
taxation
considerations?

The tax consequences of any investment in the Shares will
depend upon an investor’s particular circumstances.
Applicants should obtain their own tax advice prior to
deciding whether to invest.

Where can I
find out more
information
about the Offer?

Questions relating to the Offer can be directed to the Lead
Manager, Euroz Securities, on +61 8 9488 1400.

How can I
obtain further
advice?

By speaking to your accountant, stockbroker or other
professional adviser.
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2

Details of the Offer

2.1

The Offer
By this Prospectus, the Company invites Applications for 120,000,000 Shares at an issue price of
$0.25 per Share to raise $30,000,000, before associated costs. The Offer has no lower minimum
raising; if $30,000,000 is not raised before associated costs, the Offer will not proceed.
The Offer is made on the terms, and is subject to the conditions, set out in this Prospectus. The Offer
comprises:
(a)

the Institutional Offer – which consists of an invitation to bid for Shares made to Institutional
Investors in Australia and qualifying investors in certain overseas jurisdictions; and

(b)

the Broker Firm Offer – which is open to Australian resident Retail Investors and Australian and
New Zealand Sophisticated Investors who have received a firm allocation from their Broker.

No general public offer of Shares will be made under the Offer. The allocation of Shares between the
Broker Firm Offer and the Institutional Offer will be determined by the Company in consultation with
the Lead Manager.
The Shares offered under this Prospectus will rank equally with the existing Shares at that time of
issue. Refer to Annexure A – Rights attaching to Shares for details of the rights attaching to the
Shares.
If ASX does not admit the Shares to Official Quotation before the expiration of 3 months after the date
of issue of this Prospectus, or such period as varied by the ASIC, the Company will not allot or issue
any Shares and will repay all Application Monies for the Shares within the time prescribed under the
Corporations Act, without interest.
2.2

Purpose of the Offer and proposed sources and uses of funds
The purpose of this Offer is to:
(a)

raise $30,000,000 from Applications for 120,000,000 Shares at an issue price of $0.25 per
Share;

(b)

facilitate an application by the Company to seek admission to the official list of the ASX and to
assist the Company to meet the requirements of the ASX and satisfy Chapters 1 and 2 of the
ASX Listing Rules; and

(c)

position the Company to achieve its strategy as set out in Section 3.3.
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The Company intends to apply the funds raised from the Offer, together with existing cash reserves of
approximately $6.775 million as at 31 March 2016 over the next two years following admission of the
Company to the Official List of the ASX as follows:
Table 1 – Source of Funds

Source of Funds

$000s
1

Existing cash reserves
Gross funds raised from the Offer
Total Funds Available

$6,775
$30,000
$36,775

Use of Funds
2

Work program TMS (including lease renewal)
3
Work program Portugal Concessions
4
Expenses of the Offers
5
Evaluation and Business Development Expenses
Working capital, evaluation, future acquisitions and operating
expenses
Total
1.
2.
3.
4.
5.

$000s

%

$14,472
$2,117
$1,690
$2,863

39%
6%
5%
8%

$15,633

42%

$36,775

100%

This is the Company’s cash balance as per the 31 March 2016 pro-forma Statement of Financial
Position adjusted for Subsequent Events
This includes committed and discretionary expenditure – see Section 3.5(h)(ii)
This includes committed and discretionary expenditure – see Section 3.6(c)
Estimated expenses of the Offer include accounting fees, legal fees, ASX listing fees, corporate advisory
fees, brokerage commissions, share registry fees, printing fees and other miscellaneous expenses
associated with the Offer – see Section 11.6
This includes discretionary expenditure in relation to pursuing the Company’s business strategy through
to 31 December 2017 – see section 3.3

The Table above represents the Company’s current intentions as at the date of this Prospectus based
on the current business plan of the Company and business conditions. The amount and timing of the
actual expenditure may vary and will depend upon numerous factors, including the timing and
success of the Company’s activities and the risk factors outlined in Section 6. As with any work plan
and budget, intervening events and new circumstances have the potential to affect the manner in
which funds are ultimately applied. Accordingly, the actual expenditures may vary from the above
estimates and the Board reserves the right to vary the expenditures dependent on circumstances and
other opportunities. In addition, as the Offer proceeds will be received in Australian dollars and much
of the expenditure will be in foreign currencies (principally US dollars), the actual amount of proceeds
used for each of the items above will depend on the prevailing exchange rate at the time the funds are
converted to a foreign currency.
The Board believes that funds raised from the Offer, together with existing cash reserves, will provide
the Company with sufficient working capital to carry out its stated objectives.
The Company also intends to examine a range of potential acquisitions. See Section 3.3 for details of
the Company’s growth plans. As and when further funds are required, either for the existing
businesses or for acquisitions, the Company will consider raising additional capital from both the issue
of equity securities and/or debt finance. The application of material debt to the Company’s balance
sheet will only be undertaken when the Board considers it appropriate and, depending on the type of
debt and its covenants, will generally require the Company to have sustainable and maintainable
revenue from future production.
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2.3

Capital Structure
The capital structure of the Company following completion of the Offer is summarised below:
Table 2 – Capital Structure

Capital Structure – Shares

Number

Shares on issue as at the date of this Prospectus
Shares to be issued under the Offer
Shares on issue post completion of the Offer
Existing Options on issue as at the date of this Prospectus
Exercise Price
Vesting
Expiry
$0.25
vested
31 Dec 2020
1
$0.30 (Series A)
13 Nov 2016
31 Dec 2020
1
$0.30 (Series B)
13 Nov 2016
31 Dec 2020
1
$0.35 (Series A)
13 Nov 2017
31 Dec 2022
1
$0.35 (Series B)
13 Nov 2018
31 Dec 2022
1
$0.35 (Series C)
13 Nov 2017
31 Dec 2022
1
$0.35 (Series D)
13 Nov 2018
31 Dec 2022
2
$0.275 (Series A)
N/A
30 Jun 2019
$0.275 (Series B, C,
3
See note
24 May 2021
D)
1.
2.
3.

221,556,866
120,000,000
341,556,866
Number
19,675,000
27,775,000
1,000,000
27,775,000
1,775,000
1,000,000
1,000,000
22,840,933
420,000

Vesting of the Options is conditional upon continued employment of the relevant employee until the
vesting date.
No vesting condition applies to Options granted as part of the Company’s private placement in May
2016 to Sophisticated Investors.
Independent Director Options vest 33.3% on each anniversary from the date of grant of 24 May 2016,
subject to the grantee remaining a director of the Company.

As at the date of this Prospectus, the following Shareholders are registered as holding 5% or more of
the total Shares on issue:
Table 3 – Shareholders holding 5% of more

Shareholder

Number of Shares held

% of Shares/voting
power

Epicure Superannuation Pty Ltd ATF the
Epicure Superannuation Fund

26,150,001

11.80%

JK Stewart Investments Pty Ltd ATF The
Stewart Investment Trust

33,392,858

15.07%

Zero Nominees Pty Ltd*

82,952,772

37.44%

National Nominees Limited

11,311,078

5.11%

*Zero Nominees is a nominee company of Euroz Securities Limited. Zero Nominees is expected to distribute the
majority of its Shares to the relevant underlying beneficial holders, none of whom are expected to be substantial
Shareholders of Australis, on or about the time of Listing.
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As at the date of this Prospectus the Directors and entities in which they hold a relevant interest own
the following Securities:
Table 4 - Director interest in Securities

Director
Shares
% of Shares / voting power
Options

2.

Ian Lusted

Graham
Dowland

Alan Watson

59,542,859

14,303,572

14,403,572

3,410,000

26.87%

6.46%

6.50%

1.54%

5,000,000

250,000

300,000

455,000

10,000,000

4,000,000

3,200,000

-

15,000,000

6,000,000

5,000,000

-

15,000,000

6,000,000

5,000,000

-

-

-

-

420,000

1

$0.275 (Series A)
Expiry 30/6/19
$0.25
Expiry 31/12/20
$0.30 (Series A)
Expiry 31/12/20
$0.35 (Series A)
Expiry 31/12/22
$0.275 (Series B, C, D)
Expiry 24/5/21
1.

Jon Stewart

The full terms and conditions relating to the Options can be found in Annexure B – Rights attaching to
Options.
Independent Director Options vest 33.3% on each anniversary from the date of grant of 24 May 2016,
subject to the grantee remaining a director of the Company.

Other than the intended participation by Mr Dowland for 346,428 Shares and Mr Watson for 400,000
Shares (in either case, personally or through entities in which they have a relevant interest), it is not
anticipated that the Directors will participate in the Offer, and there are no known other allocations or
priority offers under the Offer to substantial Shareholders, Directors, other officers, or any of their
family. As at completion of the Offer and assuming allocations of Shares are made to the Directors (or
applicable entities in which they have a relevant interest) in accordance with their intended
participation by the Directors as stated above, the Directors and their associates will have a relevant
interest in the following Shares:
Table 5 – Director interest in Shares following Offer

Number of Shares held
(following Completion of the Offer)

% of Shares / voting power

Mr Jon Stewart

59,542,859

17.43%

Mr Ian Lusted

14,303,572

4.19%

Mr Graham Dowland

14,750,000

4.32%

Mr Alan Watson

3,810,000

1.12%

Director

2.4

Lead Manager and Co-Lead Manager
The Offer is not underwritten. Euroz Securities Limited is the Lead Manager to the Offer. A summary
of the terms of the engagement of the Lead Manager is set out in Section 10.1. Bell Potter Securities
Limited is the Co-Lead Manager to the Offer.
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2.5

How to Apply under the Offer
The Institutional Offer
The Lead Manager will separately advise Institutional Investors of the application procedures for the
Institutional Offer.
The Broker Firm Offer
Who may Apply?
The Broker Firm Offer is open to persons who have received an allocation from their Broker and who
are residents of Australia and New Zealand. If you have been offered an allocation by a Broker
having a firm allocation, you will be treated as an Applicant under the Broker Firm Offer in respect of
that allocation. Your Broker will act as your agent in submitting your Application. You should contact
your Broker to determine whether they may allocate Shares to you under the Broker Firm Offer.
The Company may determine a person to be eligible to participate in the Broker Firm Offer, and may
amend or waive the Broker Firm Offer application procedures or requirements, in its discretion in
compliance with applicable laws.
How to Apply
Investors who have received an allocation of Shares in the Broker Firm Offer must follow instructions
provided by their Broker.
Those Applicants must complete the Broker Firm Application Form at the back of this Prospectus. By
making an Application, you declare that you were given a copy of this Prospectus, together with a
Broker Firm Application Form. The procedure should be explained to you in further detail by your
Broker. If you have a firm allocation of Shares and are in any doubt about what action to take, you
should immediately contact the Broker who has made you the firm allocation.
To the extent permitted by law, an Application by an Applicant under the Offer is irrevocable.
What is the minimum and maximum Application size under the Offer?
Applications under the Offer must be for a minimum of $2,000 worth of Shares (being 8,000 Shares at
$0.25 each) and in multiples of $250 worth of Shares (being 1,000 Shares at $0.25) thereafter and
there is no maximum value of Shares that may be applied for under the Broker Firm Offer.
The Lead Manager and the Company reserve the right to treat any Applications under the Broker Firm
Offer that are from persons who they believe may be Institutional Investors, as bids in the Institutional
Offer.
The Lead Manager and the Company also reserve the right to aggregate any Applications that they
believe may be multiple Applications from the same person.
How to pay
Applicants under the Broker Firm Offer should make payments in accordance with the directions of
the Broker from whom you received your allocation.
Timing for Applications and confirmation
Applicants under the Broker Firm Offer should send their completed Broker Firm Application Form
and Application Monies to their Broker by the Closing Date or otherwise in accordance with the
instructions they receive from their Broker.
Please confirm with your Broker the manner in which you should make your payment.
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The Company, the Lead Manager, the Co-Lead Manager and the Share Registry take no
responsibility for any acts or omissions committed by you or your Broker in connection with your
Application, Broker Firm Application Forms and/or Application Monies.
Closing date for receipt of Applications
The Broker Firm Offer opens on 6 July 2016 and is expected to close on 15 July 2016. The Company
may, in its absolute discretion, elect to close the Offer or any part of it early, extend the Offer or any
part of it, or accept late Applications either generally or in particular cases. The Offer may be closed at
any earlier date and time, without further notice. Your Broker may also impose an earlier closing date.
Applicants applying for Shares using a paper Broker Firm Application Form are encouraged to submit
a Broker Firm Application Form and Application Monies to their Broker as early as possible in
advance of the Closing Date and to allow a sufficient period for mail processing time.
How to obtain a copy of this Prospectus
Please contact your Broker for instructions. You may also obtain a copy of this Prospectus from the
Lead Manager. Please telephone on +61 8 9488 1400 to obtain a copy. While you may obtain a copy
of the Prospectus as set out above, your Application will not be accepted under the Broker Firm Offer
if it is not lodged through your Broker.
Subject to Sections 2.8 and 2.9 the Shares to be issued under the Offer will be issued as soon as
practicable after the Closing Date. It is expected that holding statements will be sent to successful
Applicants by post on or about 21 July 2016.
2.6

Control Implications
The potential effect that the issue of the Shares under the Offer will have on the control of the
Company, and the consequences of that effect, will depend on a number of factors, including investor
demand.
The number of Shares to be issued pursuant to the Offer is 120,000,000 Shares.

2.7

Application Monies to be held on Trust
To the extent required by the Corporations Act, until the Shares are issued under this Prospectus, the
Application Monies for Shares will be held by the Company on trust on behalf of Applicants in a
separate bank account maintained solely for the purpose of depositing Application Monies received
pursuant to this Prospectus. However, the Company will be entitled to retain all interest that accrues
on the bank account and each Applicant waives the right to claim interest. If the Shares to be issued
under this Prospectus are not admitted to quotation within three months after the date of the
Prospectus, no Shares will be issued and Application Monies will be refunded in full without interest in
accordance with the Corporations Act.

2.8

Allocation Policy, Issue of Shares, ASX Listing and Discretion

(a)

Allocation Policy
The allocation of Shares as between the Institutional Offer and the Broker Firm Offer and under the
Institutional Offer will be determined by the Company in consultation with the Lead Manager. It will be
a matter for the Brokers how they allocate Shares amongst their clients and they (and not the
Company or the Lead Manager) will be responsible for ensuring that clients who have received an
allocation, receive their relevant Shares. The Directors in their sole discretion reserve the right to
determine the allocation of Shares under this Offer, including to reject any Application or to allocate
any Applicant fewer Shares than the number applied for. Where the number of Shares issued is less
than the number applied for, or where no allotment is made, surplus Application Monies will be
refunded, without interest, to the Applicant as soon as practicable after the Closing Date.
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(b)

Issue of Shares
Allotment of Shares offered by the Prospectus will take place as soon as practicable after the Closing
Date subject to ASX granting conditional approval for the Company to be admitted to the Official List.
It is expected that holding statements will be sent to successful Applicants on or about 21 July 2016.
It is the responsibility of Applicants to determine their allocation prior to trading in the Shares issued
under the Offer. Applicants who sell Shares before they receive their holding statements do so at their
own risk.

(c)

ASX Listing
Within 7 days after the date of this Prospectus the Company will apply to ASX for admission to the
Official List and for the Shares, including those offered by the Prospectus, to be granted Official
Quotation.
However, Applicants should be aware that ASX will not commence Official Quotation of any Shares
until the Company has received the approval of ASX to be admitted to the Official List. As such,
Shares offered under the Offer may not be able to be traded for some time after the close of the Offer.
If ASX does not admit the Shares to Official Quotation before the expiration of 3 months after the date
of issue of this Prospectus, or such period as varied by the ASIC, the Company will not allot or issue
any Shares and will repay all Application Monies for the Shares within the time prescribed under the
Corporations Act, without interest.
The fact that ASX may grant Official Quotation is not to be taken in any way as an indication of the
merits of the Company or the Shares offered pursuant to this Prospectus. ASX takes no responsibility
for the contents of this Prospectus.

2.9

Discretion to not proceed or withdraw the Offer
The Company reserves the right, in consultation with the Lead Manager, not to proceed with the
Offer, withdraw the Offer, or any part of it, at any time before the issue of Shares to successful
Applicants. If the Offer (or any part of it) does not proceed, Application Monies will be refunded
without interest as soon as practicable in accordance with the requirements of the Corporations Act.
The Company also reserves the right (subject to the ASX Listing Rules and the Corporations Act) to
close the Offer or any part of it early, extend the Offer or any part of it, accept late Applications either
generally or in particular cases, reject any Application, or allocate to any Applicant fewer Shares than
the amount applied for. Applications received under the Offer are irrevocable and may not be varied
or withdrawn except as required by law.

2.10 Restricted Securities
Restriction agreements are anticipated to be entered into in compliance with the ASX Listing Rules
with:


related parties of the Company (which includes Directors and their spouses) and promoters (as
defined in the ASX Listing Rules) in respect of:
(i)

the Shares issued to the Sellers in relation to the acquisition of APL (refer to
Section 11.2(a));

(ii)

in the case of other Shares, any Shares left after the application of the cash formula;

(iii)

their free attaching $0.275 (Series A) Options issued under the second interim raising in
May 2016; and
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(iv)

Options issued to them as employees,

each for a restriction period of 24 months from quotation;


participants in the second interim raising in May 2016, in respect of their free attaching $0.275
(Series A) Options, for a restriction period of 12 months from their issue date, which was 16
May 2016.

This will represent approximately 18.14% of all of the Shares and 96.42% of all the Options in issue
following the Offer.
It is intended that each of the affected persons will enter into restriction agreements in respect of their
Restricted Securities in the form required under ASX Listing Rules, which prevents them from
disposing of the Restricted Securities (including any Shares issued on exercise of any option) for the
applicable restriction period. The restrictions on the holder of Restricted Securities include
prohibitions on selling, assigning, transferring or otherwise disposing of any interest in the Restricted
Securities (or agreeing to do any of those things), granting, or agreeing to grant, a security interest
over the Restricted Securities, doing, or omitting to do, any act if the act or omission would have the
effect of transferring effective ownership or control of any of the Restricted Securities.
Under ASX Listing Rule 9.17, subject to certain conditions, the ASX may consent to the removal of
certain restrictions in respect of the Restricted Securities to enable the holder of Restricted Securities
to accept a takeover bid or to enable Restricted Securities to be transferred or cancelled as part of a
scheme of arrangement under Part 5.1 of the Corporation Act.
The number of Securities expected to be the subject of the restriction arrangements are set out in the
Table below.
Restricted
Securityholder

Restricted
Shares

Restricted
Options

Period of
restriction

% of Shares
restricted (after
the Offer)

% of Options
restricted (after
the Offer)

Entities in which the Directors have a relevant interest
Epicure
Superannuation Pty
Limited ATF <Epicure
Superannuation
Fund>

4,430,001

5,000,000 ($0.275
(Series
A)
Options)

24 months from
Official Quotation

1.30%

43.58%

10,000,000 ($0.25
Options)
15,000,000 ($0.30
(Series
A)
Options)
15,000,000 ($0.35
(Series
A)
Options)

JK
Stewart
Investments Pty Ltd
ATF The Stewart
Investment Trust

33,392,858

-

24 months from
Official Quotation

9.78%

-

Everzen Holdings Pty
Limited ATF <Lusted
Family Trust>

10,803,572

4,000,000 ($0.25
Options)

24 months from
Official Quotation

3.16%

15.49%

6,000,000 ($0.30
(Series
A)
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Restricted
Securityholder

Restricted
Shares

Restricted
Options

% of Shares
restricted (after
the Offer)

Period of
restriction

% of Options
restricted (after
the Offer)

Options)
6,000,000 ($0.35
(Series
A)
Options)
Goldmantra
Corporation
Pty
Limited ATF Lusted
Superannuation Fund
Security Trust

600,000

-

24 months from
Official Quotation

0.17%

-

IG Lusted Pty Limited
ATF Lusted Family
Superannuation Fund

60,000

250,000
(Series
Options)

24 months from
Official Quotation

0.02%

0.24%

Graham Dowland

1

-

24 months from
Official Quotation

0.00%

-

Avalon Valley Pty
Limited ATF The GR
Dowland Family Trust

300,000

-

24 months from
Official Quotation

0.09%

-

Avalon Valley Pty
Limited ATF The GR
and TJ Dowland
Family Trust

-

3,200,000 ($0.25
Options)

24 months from
Official Quotation

-

12.78%

24 months from
Official Quotation

0.11%

0.29%

24 months from
Official Quotation

3.16%

-

($0.275
A)

5,000,000 ($0.30
(Series
A)
Options)
5,000,000 ($0.35
(Series
A)
Options)

Avalon Valley Pty
Limited ATF The GR
&
TJ
Dowland
Superannuation Fund

372,000

300,000
(Series
Options)

Treffina
Dowland

10,803,571

-

Zero Nominees Pty
Ltd (held on behalf of
a Director or entities
related to a Director –
Alan Watson)

609,200

455,000
(Series
Options)

($0.275
A)

24 months from
Official Quotation

0.18%

0.44%

Alan Watson

-

420,000 ($0.275
(Series B, C, D)
Options)

24 months from
Official Quotation

-

0.41%

Joyce

($0.275
A)

Entities in which Promoters have a relevant interest
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Restricted
Securityholder
Malcolm Ian Bult &
Sally Ann Bult ATF
<Bult Family Trust>

Restricted
Shares
300,000

% of Shares
restricted (after
the Offer)

% of Options
restricted (after
the Offer)

Restricted
Options

Period of
restriction

1,250,000 ($0.25
Options)

24 months from
Official Quotation

0.09%

3.53%

800,000
(Series
Options)

($0.30
A)

800,000
(Series
Options)

($0.35
A)

800,000
(Series
Options)

($0.35
B)

James Oliver Foster
and Julie Mari Foster
ATF <The Foster
Super Fund>

250,000

-

24 months from
Official Quotation

0.07%

-

Julie Mari Foster ATF
Foster Family Trust

-

1,050,000 ($0.25
Options)

24 months from
Official Quotation

-

3.34

Julie Foster

800,000
(Series
Options)

($0.30
A)

800,000
(Series
Options)

($0.35
A)

800,000
(Series
Options)

($0.35
B)

50,000

-

24 months from
Official Quotation

0.01%

-

Michael Lloyd Verm

-

250,000 ($0.275
(Series A) Options)

12 months from the
issue date, which
was 16 May 2016

-

0.24%

National
Limited

Nominees

-

316,600 ($0.275
(Series A) Options)

12 months from the
issue date, which
was 16 May 2016

-

0.31%

Zero Nominees Pty
Limited

-

11,058,886 ($0.275
(Series A) Options)

12 months from the
issue date, which
was 16 May 2016

-

10.71%

Ireland
Resources
International Limited

-

250,000 ($0.275
(Series A) Options)

12 months from the
issue date, which
was 16 May 2016

-

0.24%

Mr

-

337,500

12 months from the
issue date, which

-

0.33%

Other investors

Bryan

Michael
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Restricted
Securityholder

Restricted
Shares

Zekulich

Restricted
Options

% of Shares
restricted (after
the Offer)

Period of
restriction

(Series A) Options)

was 16 May 2016

% of Options
restricted (after
the Offer)

Varedi Pty Limited

-

500,000 ($0.275
(Series A) Options)

12 months from the
issue date, which
was 16 May 2016

-

0.48%

Matthew
Watkins

Richard

-

22,728
($0.275
(Series A) Options)

12 months from the
issue date, which
was 16 May 2016

-

0.02%

Torrey Pty Limited
ATF <The Astley
A/C>

-

50,000
($0.275
(Series A) Options)

12 months from the
issue date, which
was 16 May 2016

-

0.05%

Mr John Raymond
Archdall Rigg and
Mrs Fiona Susan
Rigg ATF <John Rigg
Superfund A/C>

-

50,000
($0.275
(Series A) Options)

12 months from the
issue date, which
was 16 May 2016

-

0.05%

Yalaba Pty Limited
ATF <The Adriano G.
Fini Trust>

-

284,091 ($0.275
(Series A) Options)

12 months from the
issue date, which
was 16 May 2016

-

0.28%

Mr Howard Davies
Cearns ATF <the
Cearns Family Trust>

-

113,637 ($0.275
(Series A) Options)

12 months from the
issue date, which
was 16 May 2016

-

0.11%

Touchdown Holdings
Pty Ltd ATF <David &
Jenny SF a/c>

-

340,909 ($0.275
(Series A) Options)

12 months from the
issue date, which
was 16 May 2016

-

0.33%

Confiant Pty Ltd ATF
<The Lane Family
Trust>

-

500,000 ($0.275
(Series A) Options)

12 months from the
issue date, which
was 16 May 2016

-

0.48%

Andrew Lane and
Michelle Mundy ATF
<The Lane Super
Fund Account>

-

60,000
($0.275
(Series A) Options)

12 months from the
issue date, which
was 16 May 2016

-

0.06%

J.P.
Nominees
Limited

Morgan
Australia

-

251,582
(Series
Options)

($0.275
A)

12 months from the
issue date, which
was 16 May 2016

-

0.24%

Galawood
Investments
Pty
Limited
ATF
<Galawood
Investments S/F A/C>

-

150,000
(Series
Options)

($0.275
A)

12 months from the
issue date, which
was 16 May 2016

-

0.15%

Kitgrove Pty Limited
ATF
<George

-

50,000
(Series

($0.275
A)

12 months from the
issue date, which

-

0.05%
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Restricted
Securityholder

Restricted
Shares

Varlamos S/F Plan
A/C>

Restricted
Options

% of Shares
restricted (after
the Offer)

Period of
restriction

Options)

was 16 May 2016

% of Options
restricted (after
the Offer)

CVC Limited

-

2,250,000 ($0.275
(Series
A)
Options)

12 months from the
issue date, which
was 16 May 2016

-

2.18%

Total

61,971,203

99,560,933

As set out above

18.14%

96.42%

The restriction arrangements will not apply to Shares acquired under this Offer by Directors, or by
entities in which they have a relevant interest.
2.11 Applications outside Australia
This Prospectus does not, and is not intended to, constitute an offer in any place in which, or to any
person to whom it would not be lawful to make such an offer or to issue this Prospectus. The
distribution of this Prospectus in jurisdictions outside Australia may be restricted by law and persons
who come into possession of this Prospectus should seek advice on and observe any such
restrictions. Any failure to comply with such restrictions may constitute a violation of applicable
securities laws. No action has been taken to register this Prospectus or qualify the Shares or
otherwise permit a public offering of the Shares the subject of this Prospectus in any jurisdiction
outside Australia. It is the responsibility of Applicants outside Australia to obtain all necessary
approvals for the issue of the Shares pursuant to this Prospectus. The return of a completed Broker
Firm Application Form will be taken by the Company to constitute a representation and warranty by
the Applicant that all relevant approvals have been obtained.
2.12 CHESS and Issuer Sponsorship
The Company will apply to participate in the Clearing House Electronic Subregister System (CHESS).
All trading on the ASX in Shares will be settled through CHESS. ASX Settlement Pty Ltd, a whollyowned subsidiary of the ASX, operates CHESS in accordance with the ASX Listing Rules and the
ASX Settlement Operating Rules. On behalf of the Company, the Share Registry will operate an
electronic issuer sponsored sub-register and an electronic CHESS sub-register. The two subregisters together would make up the Company’s principal register of securities.
Under CHESS, the Company will not issue certificates to Shareholders. Instead, Shareholders will
receive a statement of their holdings in the Company. If an investor is Broker sponsored, ASX will
send a CHESS statement.
The CHESS statement will set out the number of Shares issued under this Prospectus, provide details
of your holder identification number, the participant identification number of the sponsor and the terms
and conditions applicable to the Shares.
If you are registered on the issuer sponsored subregister, your statement will be dispatched by the
Company’s share registry and will contain the number of Shares issued to you under this Prospectus
and your security holder reference number.
2.13 Commencement of Trading
It is the responsibility of Applicants to determine their allocation prior to trading in Shares. Applicants
trading in Shares prior to receiving a holding statement do so at their own risk. The Company, the
Share Registry, the Lead Manager and the Co-Lead Manager disclaim all liability, whether in
negligence or otherwise, to persons who sell Shares before receiving their holding statement, whether
on the basis of a confirmation of allocation provided by any of them, by a Broker or otherwise.
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Shares are expected to commence trading on ASX on a normal settlement basis in accordance with
the key dates at the start of this Prospectus.
2.14 Taxation
It is the responsibility of all persons to satisfy themselves of the particular taxation treatment that
applies to them in relation to the Offer, by consulting their own professional tax advisers. To the
maximum extent permitted by law, neither the Company nor any of its Directors, officers nor any of
their respective advisers accepts any liability or responsibility in respect of the taxation consequences
of the matters referred to above.
2.15 Enquiries
This is an important document and should be read in its entirety. Investors should consult with their
professional advisers before deciding whether to apply for Shares under this Prospectus. Any
investment in the Company under this Prospectus should be considered highly speculative.
Questions relating to the Offer can be directed to the Lead Manager, Euroz Securities Limited, on +61
8 9488 1400.
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3

Company Overview, Strategy and Assets

3.1

Company
Australis was incorporated as a private company under the Corporations Act on 12 November 2015
under the name Australis Oil & Gas Holdings Pty Ltd. On 10 June 2016 the Company converted to a
public company and changed its name to Australis Oil & Gas Limited. The Company’s registered and
principal office address is Suite 20, Level 2, 22 Railway Road, Subiaco WA 6008.
The Company’s principal activity is seeking opportunities for oil and gas exploration, development and
production. The Company has already acquired two initial assets, being the TMS Leases in the USA
and the Concessions in Portugal.
The Chairman, Directors and key management team of Australis were previously directors and key
executives of Aurora Oil & Gas Limited, an oil and gas exploration and production company
established and listed on the ASX in 2005 with a market capitalisation of $28 million. Over a period of
9 years, Aurora undertook successful exploration and appraisal work, exercised disciplined capital
management and implemented a measured and successful growth strategy. Aurora acquired,
explored, appraised and developed a significant producing asset base in the Eagle Ford shale trend
in Texas. Aurora dual listed in 2011 on the Toronto Stock Exchange. In June 2014 Baytex Energy
Corp, a Canadian company, acquired Aurora for consideration of approximately $2.6 billion, including
assumed debt ($800 million). From 2005 to its sale in 2014, Aurora achieved early entry into the
Eagle Ford shale and then developed into a profitable entity with net profit after tax for 2013 of
US$116 million, production in excess of 21,000 net boe/d and proven net reserves (1P) of
approximately 122 million boe.
As a result of the experience gained at Aurora, and previous industry experience, the Australis Board
and management believe they are qualified to identify, evaluate, acquire, manage and commercialise
oil and gas prospects, having recently completed that process within the Eagle Ford shale.
Additionally, the Australis Chairman and Executive Directors each have in excess of 24 years of oil
and gas experience in a number of jurisdictions, having participated in conventional and
unconventional oil and gas exploration, appraisal and development projects internationally.
A summary of the qualifications and experience of the Directors and executive management team can
be found in Sections 5.1 and 5.3.

3.2

Corporate Structure and History
On 31 December 2015, Australis acquired Australis Oil & Gas Pty Limited now named Australis
Europe Pty Ltd (APL) in a scrip for scrip transaction. APL was established in March 2014 by Messrs
Jon Stewart, Ian Lusted and Graham Dowland to pursue oil and gas opportunities. APL indirectly
holds the Concessions in Portugal through its wholly owned subsidiary entity Australis Oil & Gas UK
Limited, an entity established on 22 October 2014 to own all the equity capital of Australis Oil & Gas
Portugal, Sociedade Unipessoal LDA (Australis Portugal), a company incorporated in Portugal on
30 March 2015.
These Concessions were awarded to Australis Portugal in September 2015 and provide the exclusive
rights to explore, develop and produce oil and gas in two contiguous onshore areas in Portugal,
designated as the Batalha Concession and Pombal Concession areas as set out in Section 3.6 –
Project Overview Portugal (Australis’ sole ownership of these Concessions is subject to the
Consultant Incentive as set out in Section 10.4).
On 8 December 2015 Australis, through its indirect wholly owned subsidiary entity, Australis TMS, Inc
(ATM) (an entity established on 7 December 2015 and wholly owned by Australis USA 1 Pty Ltd, also
established on 7 December 2015) executed a Purchase and Sale Agreement (PSA) with Paloma
Partners IV, LLC (Paloma). Paloma is a private equity funded oil and gas company based in
Houston, Texas. Pursuant to the PSA, Australis acquired the rights to purchase up to a 50% Working
Interest in a number of leases owned by Paloma in the TMS. See the summary in Section 10.5. At
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the date of the PSA there were 639 leases which in total amounted to approximately 34,000 net
acres. At the date of this Prospectus, ATM has 50% Working Interest in approximately 614 leases
approximating 33,000 acres (ATM share 16,500 acres). Details of the transaction are set out in
Section 3.5 – Project Overview TMS.
On 17 February 2016 Australis incorporated a wholly owned Delaware Corporation, Australis Services
Inc. to provide management and administrative services within the USA.
As at the date of this Prospectus the Australis corporate structure is as follows:
Figure 7 – Corporate Structure

1.
2.
3.
4.
5.
6.
7.
8.
9.

3.3

Formerly Australis Oil & Gas Holdings Pty Ltd, this is the parent holding company which conducts the
administrative, management and Group financing activity of the business in Australia.
Formerly Australis Oil & Gas Pty Ltd, this is a holding company.
Formerly Australis Management Services USA, Inc, this entity provides services to the USA and Portuguese
businesses.
Formerly Australis North America Pty Ltd, this is a holding company.
Formerly Australis Oil & Gas USA, Inc, this entity holds the 50% Working Interest in the TMS Leases as outlined
in Section 3.5.
Refer to Section 3.5 on TMS and Sections 10.5 and 10.6 for the PSA and JDA
Australis has provided a 3% Working Interest option and free carry (“Consultant Incentive”) over each
Concession area as set out in Section 10.4
Australis Oil & Gas UK Limited is a company based in the United Kingdom and currently holds the ownership of
Australis Oil & Gas Portugal, Sociedade Unipessoal Lda.
Australis Oil & Gas Portugal, Sociedade Unipessoal Lda is the party to the Concessions and Consultant Incentive
as set out in Section 10.4.

Strategy and Components of Business Model
Australis is pursuing a business strategy the Board believes will enable it to achieve the Company’s
objectives. The strategy aims to provide shareholders with a portfolio of assets that will have a range
of risk and reward attributes with an underlying base value, whilst ensuring exposure to exploration
and appraisal upside as well as upside exposure to any increase in the oil price. The Board and
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management are utilising their skills and knowledge gained from industry experience to identify,
evaluate and secure an asset portfolio, and are prudently patient in that process.
The Company will focus on growth in value per share in preference to other metrics such as market
capitalisation, production or reserves. A selective focus on asset quality should ensure the potential
for value accretion and this will necessitate a patient but entrepreneurial and proactive approach. The
Company will adopt a disciplined approach to development capital, ie minimise expenditure until the
oil price improves.
Australis is actively identifying and evaluating potential Core Proven Assets, both mature and earlier
stage Appraisal Assets as well as Exploration Asset opportunities. Australis will target North America
for the Core Proven and Appraisal Assets recognising the maturity of the unconventional business,
management experience in this tried and tested jurisdiction and the availability of oil field services and
infrastructure.
The Company’s portfolio strategy can be summarised as follows:
(a)

Core Proven Assets
Secure acreage positions with demonstrable and relatively consistent financial returns for investment
in wells within established unconventional plays in North America during the current lower oil price
environment.
Identify opportunities that have the potential to provide both organic growth through an expanding
inventory of proved undeveloped well locations together with potential oil price upside, offering
possible ongoing revenue, reserves and growth.
The ability to secure Core Proven Assets will depend on a number of factors, including the
identification of assets that can be acquired at values the Board considers attractive and whether the
Company can access capital on acceptable terms to fund such acquisitions. The Board and
management will continue to seek out and monitor Core Proven Asset opportunities and intends to be
appropriately resourced to execute on such scenarios.

(b)

Appraisal Assets
Secure acreage that is at an earlier stage in the maturity cycle as compared to Core Proven Assets.
It is likely that Appraisal Assets will have both the technical and economic characteristics that
management believes are indicative for the asset to be a successful unconventional development
opportunity.
In the opinion of the Board, such Appraisal Assets will generally have significantly lower acquisition
costs than more established Core Proven Asset plays, thereby offering potential upside from any
appraisal success.
On 8 December 2015 Australis secured the rights to purchase up to a 50% Working Interest in the
TMS Leases comprising, at the date of the PSA, approximated 34,000 net acres (Australis share
equivalent to approximately 17,000 net acres). In January and May 2016, ATM completed the
acquisition of a 50% Working Interest in the TMS Leases in two stages as set out in Sections 3.2 and
3.5. As at the date of this Prospectus, the TMS Leases approximate 33,000 net acres due to the
expiry of some leases since the date of the PSA and the ongoing process of renewal and additional
leasing. Refer Section 3.5(h)(i).

(c)

Exploration Assets
Invest in a portfolio of exploration oil and gas assets that require minimal early capital commitment but
afford significant potential upside from any exploration success and/or appraisal.
These assets may be conventional or unconventional in nature and may be within a broader
geographical basis, although specific local jurisdiction criteria will be a key component of the
assessment process.
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Australis concluded its first asset acquisition by obtaining the Concessions in Portugal through the
acquisition of APL as described in Section 3.2. The Concessions are described in detail in Section
3.6.
The Board’s objective is to accumulate a portfolio across all 3 categories of assets, however, the
timing of any acquisition of a specific asset or assets may or may not reflect the Board’s broader
priorities for the portfolio asset mix in the longer term. There can be no guarantee that the Board will,
in the future, be successful in acquiring any assets within the categories described above. In
particular, the Board believes that whilst competition exists in each asset category, the most
competitive is anticipated to be for Core Proven Assets.
The Company is seeking further opportunities in North America where the Board and management
have a successful track record and there are limited barriers to entry together with available services
and infrastructure needed to maximise value.
3.4

Funding
Australis has been funded to date through the issue of equity securities. Australis has undertaken two
private placements raising a total of $34.3 million, before costs of the issues. Founders, Directors and
Management contributed $8.75 million to these two placements. The Founders previously contributed
$2.6 million to APL prior to the Australis acquisition on 31 December 2015.
The TMS Leases and the Concessions do not presently produce income and there is no guarantee
they will do so in the future. As and when further funds are required, either for the existing assets or
for acquisitions, the Company will consider raising additional capital from both issue of equity
securities and/or debt finance. The application of material debt to the Company’s balance sheet will
only be undertaken when the Board considers it appropriate and, depending on the type of debt and
its covenants, will generally require the Company to have sustainable and maintainable revenue from
any future production. There is no assurance that the market will provide additional funding on
reasonable terms or at all, and any equity issue may be dilutive.

3.5

Project Overview – TMS

(a)

Outline and Summary
As at the date of this Prospectus, ATM owns a 50% Working Interest in approximately 614 leases
which in total cover an area of approximately 33,000 net acres (TMS Leases) within the Australis
delineated TMS Core Area. The TMS Leases are located in Washington, Tangipahoa and St Helena
parishes in Louisiana and Amite, Pike and Wilkinson counties in Mississippi in the USA. The acreage
within the TMS Leases forms a mostly contiguous leasehold position. The approximate 614 leases
comprising the TMS Leases have an average Net Revenue Interest of 80%. Australis is currently a
non-operator of the TMS Leases. Paloma is the current operator of the TMS Leases. Under the terms
of the PSA and associated agreements, Australis has the right to assume operatorship in January
2018.
The TMS Leases are classified by the Directors as an Unconventional Appraisal Asset. The TMS
Leases are described in the Beta Land Services report in Section 7 and in a general description
summary in Section 3.5(h). The TMS Leases each have an individual contract which has an expiry
date and many, but not all, have an option to extend the lease duration. Australis and its working
interest partner and operator in the TMS have an agreed program to renegotiate lease terms, rather
than exercise the option for extension. This creates a dynamic acreage ownership position whilst this
re-leasing strategy is underway.
The Directors believe the TMS Core Area has recently reached the threshold well performance
criteria to qualify it within the Australis strategy. The Board believes that there has been sufficient
delineation of oil productivity from prior horizontal wells to determine and identify areas within the
TMS that have demonstrated relatively better production performance and to help define the TMS
Core Area. Australis does not have an interest in any TMS wells, (other than the previously-drilled
Kent 4H-1 well in which Australis has a 0.04% Working Interest). Australis acquired a 50% Working
Australis Oil & Gas Limited - Prospectus

page | 45

Interest in a lease (1.65 acres) that is included in a 1,140 acre Production Unit in which the previously
drilled Kent 4H-1 well is located.
All other horizontal wells referred to in this Section are outside of the TMS Leases. There are a
number of producing wells adjacent to the TMS Leases and there are vertical conventional wells that
penetrate the TMS on some of the TMS Leases. All of the well analysis in this section is based on the
horizontal and vertical well information from wells on acreage adjacent to and outside of the TMS
Leases.
A number of the operational difficulties with TMS wells as described by the early operators within the
TMS have been recently reported to have been solved. There has also been a reported reduction in
horizontal well costs and improvement in well productivity performance. These trends are consistent
with the trends observed in more mature unconventional fields in the USA as more wells are drilled
and development capital applied.
In 2012 there were between 12 and 17 drilling rigs operating within the TMS which reduced to
between 1 and 10 drilling rigs during the period 2013 to 2015. The Board believes this reduction in
activity is due to a combination of development capital being applied to other more mature shale fields
with lower well costs and then the beginning of the downturn of the oil price.
The Board believes the present industry conditions and the prevailing commodity price environment
has allowed Australis a cost effective entry into the TMS Core Area at less than US$1,000 per acre.
This current oil price environment, in the opinion of the Board, should allow the existing TMS Leases
that are near expiry to have their lease duration terms either renewed or extended on more favourable
terms than currently exist and also enable new leases within the TMS AMI to be acquired at an
attractive cost per acre. There is, however, no guarantee this leasing strategy will be achieved.
As part of the Australis acquisition of its 50% Working Interest in the TMS Leases, Australis and
Paloma have agreed annual programs for 2016 and 2017 for leasing activities. This Land WP&B for
2016 and 2017 is summarised in Section 3.5(h)(ii).
There are a number of US independent oil and gas companies with lease positions in the TMS
including Encana Corporation, Goodrich Petroleum Corporation, Halcon Resources Corporation and
Sanchez Energy Corporation. During Q1 and Q2 2016 both Halcon Resources Corporation and
Goodrich Petroleum Corporation filed for Chapter 11 status (a form of administration under USA law)
and as a result the Directors believe this may lead to further opportunities in the future.
Louisiana and Mississippi are well established areas for oil and gas activities with service and
customer infrastructure available for operations and production. In the present environment, the
Board expects there to be limited competition to the planned leasing activities of Australis.
(b)

Geological Setting
The TMS forms part of a cretaceous period shallow marine deposition that is similar in age and
environment to the Eagle Ford shale in the western region of the USA gulf coastline.
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Figure 8 - Cretaceous depositional setting along the USA gulf coast

Source: Derived by Australis from AAPG 2012: Definition of Greater Gulf Basin Lower Cretaceous Shale Gas Assessment Unit, United States Gulf of Mexico Basin Onshore and
State Waters (Dennen et al July 2012). Note Unconventional Play annotations by Australis.
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Figure 8 continued - Cretaceous depositional setting along the USA gulf coast

Source: Derived by Australis from AAPG 2012: Definition of Greater Gulf Basin Lower Cretaceous Shale Gas
Assessment Unit, United States Gulf of Mexico Basin Onshore and State Waters (Dennen et al July 2012). Note
Unconventional Play annotations by Australis.

The TMS is bounded by the Upper and Lower Tuscaloosa Sand sequences. With the TMS acting as
source rock, the lower sands in particular have been conventional vertical well exploration targets for
many years. The TMS sequence is some 500ft to 800 ft. thick and is located through central
Louisiana and southern Mississippi.
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Figure 9 - shows the TMS historical activity area, the TMS Core Area, the TMS AMI and the approximate location of the Australis Leases.

Source: STXRA Report contained in Section 8
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Figure 9 shows, in the green outline, the extent of activity within the TMS and the oval shape, in the
pink outline, shows the TMS Core Area as defined by STXRA (refer the report in Section 8) and
consistent with Section 3.5(e). The area contained within the red box is the TMS AMI and the yellow
shaded oval shows the approximate location of the TMS Leases.
The primary target zone within the trend, the area with the highest resistivity, appears to lie on the
western extension of the Wiggins Arch within south western Mississippi and south eastern Louisiana
known as the Adams County High. Even though the area is called the Adams County High, it is
actually a saddle nestled between the two prominent paleo-highs of the La Salle Arch and the more
pronounced eastern portion of the Wiggins Arch. This area directly correlates with the broad structural
low seen within the structure map shown in Figure 10 which also illustrates how the TMS dips towards
the USA gulf coastline, which in this instance is to the south /south west.
The resistivity also has a vertical trend increasing in the deeper or basal section of the TMS
stratigraphic column, as illustrated the yellow shaded section of the cross section in Figure 11.
Figure 10 - Interpreted Tuscaloosa Marine Shale play boundary map with high resistivity target area
outlined with blue dashed line

Source: Allen, J. E., Jr., M. A. Meylan, and F. T. Heitmuller, 2014, Determining hydrocarbon distribution using
resistivity, Tuscaloosa Marine Shale, south western Mississippi: Gulf Coast Association of Geological Societies
Transactions, v. 64, p. 44.
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Figure 11 – Cross Section of wells running through the TMS Leases acreage west to east (A – A’ on Fig 5
structure map below) zoomed in on high resistivity TMS

Source: STXRA Report contained in Section 8

The Australis TMS acreage sits between 10,500ft and 12,500 ft. TVD and thermal maturity generates
a low GOR, 38 – 45 API oil with minimal contaminants and the associated gas typically has a heating
value of 1,400 to 1,500 British thermal units per thousand cubic feet.
Figure 12 - shows the base TMS structure map dipping to the southwest and the cross section line from
Figure 11.

Source: STXRA Report contained in Section 8
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(c)

Historical Activity
Historical development of the Lower Tuscaloosa Sand in Louisiana and Mississippi led to a number of
vertical wells that penetrated the TMS and allowed the original definition of the areal extent and gross
thickness to be established. This inventory of wells allows for an initial delineation of the TMS and its
associated depth.
In 2007 – 2008 Encore Acquisition Co. drilled the first three stimulated short horizontal wells (wells
less than 2,000ft in stimulated lateral length), although non-economic these wells established
productivity and initial production profiles.
In 2010, with the activity levels accelerating in some of the other oil dominated unconventional fields
in North America, lessons learned and completion designs were transferred to and trialled in wells
within the TMS. This led to the early participants in the TMS drilling longer horizontal wells and an
evolution in the completion design. These early TMS wells demonstrated reasonable productivity but
well costs were a challenge to the economic justification for operators to apply significant
development capital within the TMS.
In 2011 Goodrich Petroleum Corporation and Encana Corporation announced initial positions in the
TMS with 74,000 and 250,000 net acres under lease, respectively. Encana Corporation secured at
least part of their position by farming into an 85% Working Interest in 100,000 acres under lease
owned by Denbury Resources Inc. who bought out Encore Acquisition Co in November 2009.
Devon Energy Corporation, an early participant in the TMS, drilled a number of wells in the TMS.
They farmed out 33% of their TMS leased acreage to Sinopec in 2012 and then sold their remaining
interest to Goodrich Petroleum Corporation in August 2013.
Sanchez Energy Corporation entered the TMS around at the same time, securing 40,000 net acres
under lease from another private company and Halcon Resources Corporation (Halcon) amassed a
position of over 300,000 net acres during early 2014 and put in place a US$150m funding package
with Apollo Global Management to help finance the development. Halcon’s initial leases in the TMS
were on the western end of the play, in Louisiana and together with EOG Resources, reported
disappointing results. Accordingly, Australis has downgraded the western portion of the TMS.
Halcon’s subsequent acquisitions moved the majority of their new leases within the TMS further to the
east and the TMS Core Area.
Table 13 lists the key participants in the TMS and their net acreage under lease using available public
information between September 2015 and the date of this Prospectus.
Table 13 – Public companies with TMS acreage

Public Companies with TMS acreage
(as reported since September 2015)

Acres under Lease

Goodrich Petroleum Corporation

224,000

Encana Corporation

220,000

Halcon Resources Corporation

183,000

Comstock Resources Inc

82,000

Sanchez Energy Corporation

62,000

Drilling rig activity within the TMS peaked in mid-2012 at 17 rigs and was then within a range of 1 and
10 rigs during the period 2013 to 2015, at which time reducing commodity prices drove the USA rig
count down and development activity in the TMS decreased.
By mid-2015 approximately 32 wells have been reported as representing an improved well design and
were reflective of the potential well productivity.
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(d)

Well Operations
Although horizontal drilling activity within the TMS has been underway since 2007, development and
activity within the TMS has not matched activity of the more established Unconventional Plays such
as the Eagle Ford, Bakken or Permian shales.
The early TMS horizontal wells established productivity primarily due to an over pressured reservoir
and natural fractures. However, early operators in the TMS reported a number of operational
difficulties which contributed to high well costs as compared to other more established
Unconventional Plays.
Operational difficulties as described in the STXRA Report in Section 8 included:
(i)

Hole stability in the intermediate section of the well required the use of oil based mud instead of
water based mud.

(ii)

Depleted zones encountered when drilling the intermediate section of the well led to losses of
the oil based mud, leading to down time and additional costs.

(iii)

Drilling the build section through the ‘rubble zone’, which is immediately above the horizontal
target zone, has proved difficult and time consuming.

(iv)

Horizontal drilling and steering has been difficult to control.

During 2014, the key participants in the TMS (Goodrich Petroleum Corporation and Encana
Corporation) continued to drill wells and refine the well design.
In the STXRA report in Section 8, it is reported that cost savings are being achieved in the TMS as
more wells have been drilled, better geological control has been achieved with resultant shorter
drilling times and reduced cost.
Cost savings have been made in other Unconventional Plays with efficiencies associated with the
implementation of a field development program including pad and batch drilling, zipper completion
operations and service/contracting savings from committing to continuous or longer development
activities.
These development capital cost savings have been achieved in other shale fields despite an increase
in the size and complexity of the fracture stimulations used. The Directors believe that higher
proppant concentrations and shorter fracture stimulation stages may assist in improved well
performance and rates of return for future TMS wells as has been the history in other more mature
shale fields, although this cannot be guaranteed.
In the comparably short history and despite the relatively low number of wells being drilled in the
TMS, the evolution of well design is believed to have assisted in resolving a number of the operational
issues through the following changes:
(i)

Intermediate casing string – By adding in an extra casing string, it increases the cost of the
well, but provides an extra layer of protection in the overall design. It allows the formations
above (a contributor to the previous drilling delays and cost overruns) the TMS formation to be
isolated before the horizontal section is drilled. This intermediate casing string represents a
potential additional cost saving if it can be eliminated without re-introducing the historical drilling
problems encountered.

(ii)

Landing point – early wells targeted the more highly fractured or ‘rubble-zone’ of the TMS and
the upper, more clay-rich (higher organic content) TMS for the horizontal sections. The
fractured nature of the rock within these upper sections of the TMS formation led to drilling
difficulties and wellbore stability challenges, causing increased capital costs through drilling
delays or side tracks from the well bore. To mitigate these issues, the operators initially tended
towards higher mud weights and flow rates in an effort to maintain stability which led to fluid
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losses into the natural fractures. Logs show decreasing clay content with section depth and
within a horizon near the base of the section known as the Richland Sand, although it is
actually more of a siltstone. The most recent solution to this horizontal landing point challenge
has been to move the horizontal target deeper in the TMS to the Richland Sand, where more
competent rock mineralogy allows for more reliable operations.
(iii)

Build rate design – As operators moved the landing point of the lateral section of wells to the
lower section of the TMS formation, the build section (the section of the well bore that
transitions from vertical to horizontal) through the ‘rubble-zone’ horizon was still causing drilling
difficulties. To minimise exposure to the upper sections of the TMS with the associated higher
clay content, the well trajectory was altered to decrease the radius of curvature, decrease the
inclination of the wellbore crossing the fractured zone and reduce the amount of along hole
length exposed to this difficult section. The additional or intermediate casing string discussed
previously aimed to is now set below this horizon.

(iv)

Mud fluid selection, rheology and circulating practices – When drilling through a fractured
rock there is a fine balance on circulating parameters to maximise stability and minimise drilling
fluid losses. This is a combination of the properties of the fluids being used, the well and drill
string design as well as the pumping practices used. Optimising these variables may provide
consistent results allowing cheaper drilling costs.

(v)

Stimulation design – the fracture stimulation design of wells in the TMS has evolved and has
broadly followed a similar trend to that employed in many other Unconventional Plays.
Stimulated rock volumes have increased with greater proppant concentrations and shorter
stage lengths. The minimum effective concentration quoted for TMS fracture stimulation
operations has now increased to > 1,500lb/ft.
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(e)

Well Performance
As development capital and resources have been deployed in the TMS, operators have experienced
improvements in well productivity and reductions in the time to drill wells. This experience is
consistent with other more mature shale plays.
Analysis of publically available TMS well production data across the TMS Core Area shows the
improving average well performance over time and this is shown in Figure 14.
Figure 14: Historical average well performance from 52 wells within the TMS Core Area

Source: Louisiana Department of Natural Resources and Mississippi Oil & Gas Board. The following wells have
been included in the analysis Anderson 17H 1H, 2H & 3H; Anderson 18H; Ash 13H 1 & 2; Ash 31H 1 & 2;
Blackstone 4H; CH Lewis 30-19H*, CMR 8-5H; CMR Foster Creek 24-13H, 28-40, 8H 1 & 2, 31-22H and 20-7H;
Crosby 12-1H; Denkmann 33-28H*; Fassmann 9H; Huff 18-7H, Joe Jackson 4-13H and 4H; Lawson 25-13H*
and 25H; Lewis 7-18H; Longleaf 29H 1* & 2*; Lyons 35H 1 & 2; Mathis 29H 17H* & 32H*; McIntosh 15H; Morris;
Pintard 28H 1 & 2; Reese 16H; Sabine 12H 1 & 2; Shuckrow 10H; Smith 5-29H; Spears 31-6H*; St Davis Unit;
Blades 33H*; Thomas 38H; Verbene 5H*; Weyerhaeuser 14H, 51H, 60H, 72H, and 73H; Williams 46H*. The
following wells were excluded for mechanical and completion reasons R.Nez 43 H1 & H2; Kinchen 58 H1;
T.Lewis 7-38H-1; Kent 4H-1.
Note 1: Data for each well production is up to and including March 2016.
Note 2: Australis does not have an interest in any of the wells used for this analysis.
* These wells contribute to the TMS Modern Offset Wells.
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The TMS Core Area is shown in Figure 9 and defined by Australis using the following parameters:
(i)

A net pay (defined by a 5 ohm resistivity cut off) of greater than 100ft.

(ii)

A true vertical depth of between 10,750ft and 12,250ft.

(iii)

Well performance with initial production of the first 30 days (IP30) of greater than 700 boe/d.

Of the approximate 80 wells drilled in the TMS, 57 wells have been drilled within the Australis
designated TMS Core Area. Of the 57 wells, 5 have been excluded from this analysis of the
productivity of the TMS Core Area over time due to mechanical and completion difficulties limiting
production. The remaining 52 wells were used to generate the historical production curves shown in
Figure 14. Wells have been grouped depending on their production history and Figure 14
demonstrates the chronological improvement in well performance for the more recently drilled wells
as the drilling and completion design evolves. Figure 14 also provides an average cumulative
production curve for the 11 closest wells to the TMS Leases (TMS Modern Offset Wells). All these
wells were fracture stimulated using a more recent completion design including proppant density of at
least 1,500 lbs/ft. These 11 wells are located between 3 to 18km on either side of the nearest TMS
Lease.
Australis has carried out additional comparative analysis in respect to the performance of these
52 TMS Core Area wells. Well performance from certain areas within the Aurora-owned Eagle Ford
shale acreage provides a comparison to the TMS well production data from the 52 composition TMS
Core Area wells.
This comparison with the Eagle Ford shale production well data is believed to be appropriate due to
the similarities in depositional history and because the Eagle Ford shale is acknowledged as a prolific
Unconventional Play in the USA and therefore provides a benchmark for the TMS oil production data.
The Directors believe the selected Eagle Ford shale wells provide an appropriate comparison for the
TMS wells. This is an oil productivity comparison only with no reference to comparative well costs or
economics.
The Eagle Ford shale well production data used in this analysis has been sourced from public data
held by the Texas Railroad Commission (TRRC) and selected as follows:
(i)

An initial well list was constructed from all wells listed in each quarterly report issued to the ASX
by Aurora on 11 October 2011 and 23 January 2012;

(ii)

The list of wells compiled from (i) was reduced to 45 Eagle Ford shale wells designated as oil
wells at the TRRC. These wells offer a comparable well type to the 52 TMS Core Area wells;
and

(iii)

The TRRC website provides monthly production quantities by Production Units and not
individual wells. For this analysis, the list of wells that met the requirements of (i) and (ii) above
were reviewed and correlated to the TRRC website. Production data from Production Units
were sourced for each month only if there was a single well on production within that
Production Unit and such well had been the sole well on production for a minimum of
12 months.

The above selection process identified 40 Eagle Ford shale wells that met the above criteria that
commenced production between April and December 2011. Of these 40 wells, 25 wells were
grouped within an area known as Excelsior in Atascosa County (Excelsior Wells) and 15 wells were
grouped within an area known as Longhorn in Karnes County (Longhorn Wells).
The average well performance over time of the Longhorn Wells and the Excelsior Wells are shown in
Figure 15 and compared to the chronological well performance of the 52 TMS wells.

Australis Oil & Gas Limited - Prospectus

page | 56

Figure 15 - Historical average well performance for the 52 TMS Core Area wells as previously shown in
Figure 14 compared to the historical average well performance of the selected wells in the Eagle Ford
shale

Source: Texas Railroad Commission data base: Excelsior:- Carpenter Thompson 1H; Chapman Pfeil 1H;
Chapman Rothe 1H; Deatley Griffin 1H; Deatley Hollub 1H; Deatley May A 1H; Deatley May B 1H; Esse Smith A
1H; Esse Smith B 1H; Griffen Deatley A 1H; Griffen Deatley B 1H; Henke A 1H; Henke B 1H; Hierholzer Retzloff
1H; Hierholzer Seewald 1H; Hollub 1H; Kellner Jonas 1H; Kellner McMahon 1H; Mauch Tom 1H; Retzloff May
1H; Schroeder Chapman 1H; Seewald 1H Stewart Finlay 1H; Stewart Giese 1H; Thompson 1H. Longhorn-Best
Huth 1H; Carter 1H; Davenport 1H; Hedtke 1H; Holland Brown 1H; Holland Opiela 1H; Martinez Henke 1H;
Oxford 1H; Pfeifer 1H; Scheele 1H; Scheele Huth A 1H; Scheele Huth B 1H; Yosko 1H; Yosko Borgfield 1H;
Kosko Kinkler 1H

The average production from the 20 TMS Core Area wells that have been on production for less than
18 months is outperforming the average oil production from both the Longhorn Wells and Excelsior
Wells.
The experience within many shale fields is that drilling and completion design improves as the field is
developed.
The TRRC recorded a total of 1,052 wells on production in the Eagle Ford shale as at 2 December
2011 compared to the approximately 80 wells in production in the TMS as at the date of this
Prospectus.
It was noted that the average horizontal length of the Longhorn Wells and Excelsior Wells is
approximately 4,500ft compared to the average stimulated horizontal length of the 20 TMS Core Area
wells that had been on production for less than 18 months at approximately 6,500ft. The average
stimulated horizontal length of all 52 TMS Core Area wells is just over 6,000ft. If the Longhorn Wells
and Excelsior Wells had been drilled and completed with an increased average horizontal length of
6,500ft, it is likely the average cumulative production would also have been increased.
To provide an indicative only comparison between the Longhorn Wells and Excelsior Wells with the
52 TMS wells Figure 16 linearly normalises the Eagle Ford shale wells to 6,500ft by multiplying the
production volumes on average by a factor of approximately 1.44 (6500/4500). There can be no
Australis Oil & Gas Limited - Prospectus

page | 57

guarantee that if the Longhorn Wells and Excelsior Wells increased their horizontal length that
additional production or a linearly adjusted increased production would have resulted.
Figure 16 - Historical Average cumulative well performance for the TMS Core Area and selected Eagle
Ford shale wells as previously shown and “normalised” to 6,500ft (Horizontal Length).

As can be seen in Figure 16 even a linear normalisation of the Eagle Ford wells average oil
production is less than the more recent TMS Modern Offset wells or the more recent TMS wells on
production for less than 18 months.
(f)

Contingent Resource Estimate
Australis contracted an independent Resources estimate to be completed to standards provided by
the Petroleum Resources Management System (2007) and Guidelines for the Application of the
Petroleum Resources Management System (2011) as approved by the Society of Petroleum
Engineers (SPE). The results of this South Texas Reservoir Alliance LLC (STXRA) report are
summarised in Table 17 and represent the 50% Working Interest in the TMS Leases as at the
effective date of the STXRA report (see the STXRA report in Section 8).
Table 17 – Contingent Resource Estimate

Recoverable

Net Volumes (post royalties)

Contingent Resource Estimate – Net to Australis

Volumes

1C Low

2C Best

3C High

Oil (mbbl)

4,597

12,962

29,911

Gas (mmscf)

1,610

4,540

10,477

BOE (mboe)

4,865

13,719

31,657

Oil equivalent volumes are expressed in thousands of barrels of oil equivalent (mboe), determined
using the ratio of 6 mscf of gas to 1 bbl of oil.
The report in Section 8 includes extensive assumptions and risks which are not summarised here.
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(g)

Transaction Summary
(i)

PSA

In December 2015 ATM entered into a PSA with Paloma, a private equity funded oil and gas
company based in Houston Texas. The PSA provided ATM with the right to purchase up to a 50%
Working Interest in approximately 639 leases (approximately a total of 34,000 acres) the TMS Leases
for a total purchase price of US$16 million (US$936/acre). A deposit of US$1 million was paid on
signing the PSA and a further US$6 million was paid into an escrow account in January 2016 to
acquire an initial 20% Working Interest. In May 2016, ATM completed the settlement under the PSA
with a further payment of US$9 million and was assigned an undivided 50% Working Interest in the
TMS Leases.
Paloma is a private equity funded oil and gas company. The principals of Paloma have been involved
in the USA shale industry for many years. Paloma is owned by two private equity funds, Encap
Investments L.P. and Macquarie Mining and Energy Capital, with experience in the oil and gas
industry in the USA. The purchase price paid by ATM to Paloma for its 50% Working Interest in the
TMS Leases will be sufficient to fund’s Paloma’s obligations under the JDA and the JOA.
A summary of the PSA appears in Section 10.5 and a summary of the TMS Lease assignments
appears in Section 10.8 and in the Beta Land Services report in Section 7.
(ii)

JDA

Upon acquiring the 50% Working Interest in the TMS Leases, ATM and Paloma executed a Joint
Development Agreement (JDA) to govern the agreed activities and included such matters as voting
rights, work program and budgets within the agreed areas of mutual interest (TMS AMI) which is
shown in Figure 9. Work programs and budgets have been agreed by ATM and Paloma covering
leasing activities for 2016 and 2017. For 2016, ATM and Paloma agreed that no operational activity
will be undertaken.
The JDA will terminate at the earlier of (i) 4 years from 22 January 2016 or (ii) the mutual agreement
of ATM and Paloma. Paloma is the Operator for the first two years. ATM has the right to take over as
operator on 22 January 2018 with 60 days’ notice to Paloma. In the event development operations
begin before 22 January 2018, ATM may elect to assume the role of operator, with Paloma’s consent.
The TMS AMI expires on 22 January 2023 (seven years in total), even though the JDA itself
terminates prior to the expiration of the TMS AMI.
Within the TMS AMI provisions, each party shall offer the other party the opportunity to participate in
all future land leasing and acquisition activities within the TMS AMI area (other than oil and gas
interests in the TMS AMI Area acquired pursuant to any corporate transaction in which the oil and gas
interests in the TMS AMI Area comprise less than 25% of the value of the transaction), with such offer
to be to the other party based on the existing working interests owned by each party across the TMS
AMI area, which would currently result in an even 50% allocation to each party. If a party does not
wish to accept such an offer, the offering party shall then be entitled to 100% of any opportunity
offered pursuant to these provisions.
ATM and Paloma have established an operating committee (Operating Committee) to agree on the
Annual Work Program and Budget (Annual WP&B). The Annual WP&B includes an annual land and
leasing budget (Land WP&B) and an annual operational work program (Development Plan). Each
element of the Annual WP&B is to be proposed by 1 October each year for the subsequent calendar
year and the parties shall endeavour to agree on both elements of the Annual WP&B prior to the
beginning of the relevant calendar year. Once an Annual WP&B has been agreed, each party is
committed to participate in activities prescribed in such Annual WP&B. The Operating Committee will
meet 4 times each year, in the second week following the end of a calendar quarter, to (i) discuss the
progress of operations, (ii) provide input regarding any changes to the Annual WP&B and future
development activities, and (iii) discuss other general matters. The Operating Committee will be the
forum for the approval for any proposed expenditure outside of an approved Annual WP&B. Each
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approved Annual WP&B shall include acceptable general and administrative costs for the joint
account.
The JDA includes an approved Land WP&B for the first two years ending 31 December 2017. ATM
and Paloma have each agreed to spend up to US$10.9 million each on lease renewals and/or
exercising lease options and/or acquiring new leases during the 2 year period. The Land WP&B is
subject to various commercial parameters, including but not limited to, acquiring new leases within the
TMS AMI or extending existing TMS Leases, establishing primary terms of 3 years with a 2 year
extension or 5 years, and upper limits on fees and costs for securing new leases or extending TMS
Leases. In the event that a party wishes to acquire a lease or renew a TMS Lease within the TMS
AMI but which is outside the scope of the agreed Land WP&B, the TMS AMI provisions are required
to be followed. The JDA also includes a Development Plan for 2016 which has been set at zero and
at this stage the parties have agreed that no Development Plan activities are being considered in
2017, although this remains subject to Operating Committee agreement should commodity prices
increase.
The JDA addresses shared facilities costs and product marketing.
The JDA allows for appropriate disclosure rights recognising that ATM and/or its affiliates may have
certain disclosure obligations in the event it becomes a publicly traded company.
The JDA also provides for a preferential purchase right if either party elects to sell their interest in the
TMS leases directly to a third party. In such an instance, the selling party will first offer the interest on
the same terms to the other party.
Should ATM and Paloma agree on terms and execute definitive agreements for ATM to acquire
Paloma’s interests in the TMS (either by mutual agreement, or through accepting the preferential
purchase right to be offered any proposed third party acquisition of Paloma’s interests), Paloma has
the option, at Paloma’s election but subject to any ASX Listing Rule or shareholder approval
requirements, to split the consideration between cash and equity in ATM’s ultimate parent, Australis,
with a maximum equity component of 33.3% of the consideration. The equity being offered to Paloma
will be valued at a 5% discount to the weighted average price of the ordinary shares of Australis
traded on the ASX over the preceding 30 days or if Australis is not trading on the ASX, a 5% discount
to the last issue price for ordinary shares in Australis used to raise proceeds for the cash component
of the acquisition.
A summary of the JDA is set out in Section 10.6.
(iii)

JOA

Activities within each Production Unit will be governed by a Unit Joint Operating Agreement which is
based on an agreed master Joint Operating Agreement (Master JOA).
Broadly the intent is that Paloma will remain operator during the land acquisition and lease
management phase and Australis will become operator once operational and development activities
commence.
The Master JOA is based on the industry standard form governing the parties’ relative rights and
obligations which apply to actual well operations and in the event that an Annual WP&B cannot be
agreed for future periods. The Master JOA will survive and be implemented for Production Units
formed during the duration of the TMS AMI.
The JDA includes consent/non consent penalties for non-participation in held by production (HBP) or
renewal activities. Such expenditure is envisaged to be captured within the approved WP&B.
Penalties for non-consent operations are: loss of interest in the unit for HBP wells (the first well in any
unit) and a 300% payback for non HBP wells/operations (subsequent wells in each unit).
A summary of the JOA is set out in Section 10.7.
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(h)

Leasing Program and Budget
(i)

Leasing Activities

The ownership and rights of access to hydrocarbons in the USA can be a complex subject matter and
the Beta Land Services report included in Section 7 provides a more comprehensive description of
the specifics for leasing activity for the States of Louisiana and Mississippi. This Section provides a
high level summary of the generic land and leasing process.
In the USA the subsurface mineral rights were originally attached to the surface land rights and so
can vary in size and shape from being associated with house plots to large rural ranches and farms.
They are considered real property and can be split from the surface land ownership and separately
sold or leased and through generations of owners, can be divided and split, potentially having multiple
owners.
The owner of the mineral rights typically leases those rights to a third party in return for a cash
payment and an entitlement to a royalty stream from any ensuing production. A mineral rights lease
can take many forms and is often a complex legal contract, but can be broadly summarised as
follows:1.

The lease will have a Primary Term, a period of time when the lessee can retain their rights to
explore and produce hydrocarbons from the lease area. The lessee pays a fiscal bonus,
normally calculated on a US$/acre basis, to secure the lease contract and associated rights.
Before the end of the Primary Term a specific designated activity has to have taken place
otherwise the lease expires and the mineral rights revert back to the mineral rights owner. This
designated activity is normally production having commenced from which the mineral rights
holder is entitled to a royalty revenue, but can be a variety of other definitions. Meeting these
obligations is typically referred to in the USA as ‘Holding by Production’ or ‘HBP’. Typically as
these criteria continue to be met, i.e. the mineral rights owner continues to receive royalty
revenue, the lease terms remain.

2.

The lease contract will often include an option to extend the Primary Term for the payment of a
further agreed bonus, again normally calculated on a US$/acre basis.

3.

When drilling a horizontal well, the operator needs to establish an area around the planned well
and form a Production Unit (often referred to a “units” or “drilling unit”). Because of the variety
of shapes, sizes and terms of mineral rights leases, through a legal process the leases are
“pooled” or “unitised” together into a ‘Production Unit’ by the operator of a planned horizontal
well. Production from any tract of land within a Production Unit is considered as production from
every tract, and is shared according to determined participations such as contributed acreage,
royalty interest, Working Interests, etc. within the Production Unit.

4.

The size of a Production Unit is based on the initial anticipated drainage area of a single
horizontal well.

At the time of execution of the PSA, Paloma held 639 lease contracts. Those contracts had a variety
of Primary Term expiry dates and the majority of those leases had two year extension options with an
associated cost. This is summarised in the Table 18.
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Table 18 – Lease expiry schedule – as at the date of the PSA (100% Working Interest)

Year
2016
2017
2018
2019
2020

Primary Term
Expiry (Acres)

Extension options
(Acres)

8,046
24,676
1,400
1
34,123

7,183
24,122
733
32,038

Extension
(option) cost
(US$)
US$4,020,762
US$14,746,735
US$263,348
US$19,030,845

Extension term
expiry
(Acres)
7,183
24,122
733
32,038

As previously outlined in the JDA, Australis and Paloma have agreed a Land WP&B for 2016 and
2017 that seeks to renegotiate the existing leases on more favourable terms than the existing
extension options, in terms of bonus payment, duration of the new Primary Term and royalty payment.
The contractual extension (Extension Options) as shown in Table 18, is exercisable at the election
of the Working Interest owners. The Land WP&B for 2016 and 2017 does not assume the exercise of
any options. Figure 19 shows the expiry profile of the Primary Term and Extension Options outlined
in the above table and the targeted expiry profile anticipated from expenditure of the 2016 and 2017
Land WP&B and successful execution of the leasing strategy.
Figure 19 – Existing and Targeted Lease Expiry Schedule by Quarter

The Target Expiry Schedule (green bar chart) is a target and depends on the successful execution of
the leasing strategy. There can be no guarantee that some or all of the leasing strategy will be
successful.
This leasing strategy commenced upon executing the PSA. As at 18 May 2016, 47 leases have
expired and the extensions were not renewed. Of the 4,700 acres associated with those expiries
2,700 acres have been re-leased on more favourable terms and an additional 750 new acres have
been leased. There are a number of negotiations underway and land title work must be completed
prior to execution of and payment for a lease. This dynamic process will continue and be the subject
of the 2016 and 2017 Land WP&B. At the date of this Prospectus, Australis has a 50% Working
Interest in approximately 614 leases which consist of approximately 33,000 acres.
For more additional information regarding the TMS Leases and general information relating to mineral
rights in Mississippi and Louisiana, refer to the Beta Land Services Report in Section 7.
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(ii)

Annual Work Program and Budget

The primary strategy for Australis’ interest in the TMS in 2016 and 2017 is to manage and extend the
duration of individual TMS Leases as they near the end of their Primary Term (generally 3 years from
original date of the lease). The strategy also includes seeking to acquire new leases within the TMS
AMI, whilst maintaining a mostly contiguous lease position.
Australis and Paloma have agreed a leasing strategy for 2016 and 2017 that seeks to achieve these
targets. Due to the current prevailing environment, as the Primary Term of TMS Leases near expiry,
negotiations to renew the expiring TMS leases (i.e. enter into a new lease agreement) rather than
extend through exercise of options under the existing contracts, have generally been occurring on
more favourable terms (i.e. duration, cost and royalty rate).
The JDA contains the agreed Land WP&B for leasing activity during calendar years 2016 and 2017.
The JDA also contains an approved Annual WP&B for 2016 which comprises a Land WP&B (refer
Table 20) and a Development Plan set at zero.
Table 20 – Australis TMS Expenditure Budget
2

2016
$000

2017
$000

Total
$000

$4,593

$8,990

$13,583

Australis Expenditure Budget – including geological,
3
management and administration costs

$409

$480

$889

Total Expenditure Budget for April 2016 to December 2017

$5,002

$9,470

$14,472

Australis TMS Expenditure Budget
ATM share of the approved Land WP&B

1

1: Australis’ share of the Land WP&B has been converted to $ at an exchange rate of US$1 = $1.4 and on 13

April 2016 Australis paid US$1.186 million ($1.66 million) in respect of its share of the Land WP&B for the first
half of 2016.
2: The 2016 budget relates to the period 1 April 2016 to 31 December 2016.
3: The Australis expenditure budget is in addition to the ATM share of the Land WP&B and comprises noncommitted expenditure associated with administration, geological and managerial costs in relation to the TMS
Leases and associated activity within the TMS.

The Land WP&B for 2016 and 2017 has established parameters and limitations on lease costs,
Primary Term and royalty interests that can be negotiated with mineral rights owners. Whilst there is
no guarantee of success, the target is to secure either 5 year Primary Terms or 3 year Primary Terms
with a 2 year option for all TMS Leases and future leases within the TMS AMI. The target is to
achieve a gross acreage position of approximately 45,000 acres (22,500 net acres to Australis) by 31
December 2017.
For the 2016 year Paloma and Australis have agreed that no approved budget capital expenditure
other than the Land WP&B will be incurred. This strategy is consistent with the Australis position
regarding limiting the expenditure of development capital.
(iii)

Environmental

During the due diligence phase an environmental review was conducted with no material discovery
relevant to the interest being acquired. The review did uncover an “orphan” vertical well with an
operator registered in the state of Louisiana within the TMS Leases. The lease containing the orphan
well was contracted to Paloma and forms part of the transaction. The mineral rights owner re-leased
the same acreage to a third party, who proceeded to successfully register with the authorities as the
operator of record on the well and Paloma is pursuing a dialogue with the mineral owner. However,
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the operator has already carried out some operations on the well which appears to have led to minor
surface reclamation being required on the lease and the State has confirmed that this is the
responsibility of that operator. Paloma have had the site inspected and received a quote for
restoration, which is not a material amount.
3.6

Project Overview – Portugal
Australis indirectly holds two Concessions onshore in Portugal, known as the Batalha Concession
and Pombal Concession. In total they cover an area of approximately 620,000 acres and are located
in the onshore Lusitanian sedimentary basin. The two Concessions have independent contingent
and prospective resources assigned to them and are held under 8 year concession contracts with a
minimum work program commitment for each year.

(a)

Overview of Oil & Gas Industry in Portugal
(i)

Exploration and Production

Portugal is an underexplored jurisdiction with over 113,000 km² of sedimentary areas, of which in
excess of 78% is offshore and less than 22% is onshore. Across this entire sedimentary area there
have only been 175 wells drilled in total, most of which were shallow, and of this only 148 wells have
been drilled onshore.
Figure 21 - Onshore and Offshore Portugal concessions for exploration either awarded or under
negotiation

Source: Entidade Nacional para o Mercado de Combustíveis (ENMC) website 8 June 2016
Note that the concession titled “in Direct Negotiation” within the Australis section of Figure 21 is not, as at the
date of this Prospectus, in Direct Negotiation status as defined within the Portugal Regulations (see the
Cuatrecasas Goncalves Pereira Report in Section 7).
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Concession contracts for exploration and production have now been granted by the Portuguese
Government for a number of areas, mostly in deep offshore areas as indicated in the map above. The
operators and concession holders in the offshore areas are Repsol S.A., ENI S.p.A., Galp Energia,
Kosmos Energy and Partex Oil & Gas.
The Lusitanian basin is the principal onshore area for historical exploration. A previous operator of a
large portion of the onshore Lusitanian acreage was active in Portugal between 1993 and 2013 and
was responsible for the majority of the onshore well drilling activity during that period. This previous
operator generated limited commercial oil production from the Aldeia shallow well development,
drilled 6 deep onshore exploration wells, shot a basin wide aeromagnetic survey, acquired and
reprocessed considerable 2D seismic data and secured 520km2 onshore 3D seismic data. The
Board believe these activities have led to a better general understanding of the Petroleum systems
within the basin.
To date, no meaningful commercial production of hydrocarbons has been achieved in Portugal, either
onshore or offshore. However, the prior activity has demonstrated active hydrocarbon systems and
numerous prior tests have confirmed productivity, albeit not on a commercial basis at this time.
The following information relates to prior activity that has occurred within onshore areas covered by
the Concessions. All activity on these areas occurred prior to Australis being awarded the
Concessions:
(A)

Aljubarrota #2 vertical well was drilled in 1999 to test a 2D defined Silves horizon. The well
encountered gas shows continuously from 796 metres to Total Depth at 3,616 metres. Oil shows
were intermittent between 800 metres and 2,350 metres. The target Silves sand horizons were
found to range from poor to good, with porosities as high as 20% being encountered. These
horizons were tested with very low production rates of water which the operator at the time
believed indicated reservoir damage, which was consistent with the significant mud weights used
to drill this section. The well also encountered hydrocarbons in shallower Jurassic horizons, with
open and cased hole tests flowing at estimated rates of 2 mmscf/d or more from the deeper
sections corresponding to the unconventional Lias shale and from the fractured carbonate
Brenha formation. In 2001 this well was side tracked with the intention of moving to a different
fault block in the Brenha formation. Due to drilling difficulties the planned separation was not
achieved and the same section flowed at low rates (estimated 250 mscf/d) whilst being drilled
underbalanced.

(B)

Aljubarrota #3 vertical well was drilled in 2000 and sought to appraise the areal extent of the
Brenha limestone formations encountered in the Aljubarrota #2 well. Drilling shows throughout
the section verified the presence of gas saturation through the Lower Jurassic carbonates but
repeated mechanical test failures occurred.

(C)

Aljubarrota #4 vertical well was initially drilled in 2005 and then re-entered and tested in 2011.
The results were again inconclusive due to technical difficulties, although gas flares were
achieved, albeit at low rates. Production was dominated by water, which Australis believes may
have been sourced from below the target horizons due to local faulting that only became
apparent after 3D seismic surveys were shot.

(D)

In 2010 and 2011 a 3D seismic survey was shot in the Batalha Concession area. It allowed
greater structural definition and to aid in the identification of deeper pre-salt Silves targets. In
2012 the Alcobaca 1 vertical well was drilled to an identified target. The Silves target was
encountered deeper than prognosed. Due to time to depth conversion complications often
encountered with anhydrite horizons, this pushed the target out of the channel system, which
Australis believes may be why the Silves was found to be lower quality reservoir in this area.

Australis Oil & Gas Limited - Prospectus

page | 65

Lusitanian Basin
The Lusitanian basin is located on and offshore in west-central Portugal as shown in Figure 22 below.
It is the only depositional basin in Portugal that extends onshore other than a slight overlap of the
Algarve basin in the south and has been the location of the majority of exploration wells drilled to
date.
Figure 22 – Lusitanian Basin

Source: S F. Duarte, L.V. Oliveira, L.C., Rodrigues, R. and Comas-Rengifo, M.J., 2010. Contribution to the
knowledge of petroleum generative potential of Late Sinemurian – Pliensbachian of the Lusitanian basin northern sector (Portugal)

The basin is prospective in both the pre-salt Triassic Silves sandstone as a conventional target as
well as in the shallower Lower Jurassic Lias shale as an unconventional resource target with
associated conventional sequences. These horizons are highlighted in the stratigraphy column
shown in Figure 23.
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Figure 23 – Lusitanian Basin - Stratigraphy

Source: Netherland, Sewell & Associates Report contained in Section 8

The pre-salt Silves formation is sourced from underlying Silurian shales and can be mapped as broad
channels orientated approximately north south from original basement interpretations. A reliable seal
is formed by the overlying Dagorda anhydrite section and recent 3D seismic surveys have allowed
structural prospects to be identified within the Australis Concessions.
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The shallower Jurassic Lias is a source rock for hydrocarbons in the basin. The Jurassic section
includes at least two conventional Limestone targets together with organically rich shales and this
combination of lithologies offers further unconventional prospectivity.
(ii)

Oil and gas in Portugal and Iberian Peninsula: supply, transportation, refining and
consumption

Given the lack of domestic oil and gas production, Portugal has been and remains wholly dependent
on imports for the supply of oil and natural gas.
As natural gas was not supplied to Portugal until 1997, oil has been the historically dominant energy
source in Portugal, representing some 45% of Portugal’s total primary energy supply in 2014.
However, oil demand in Portugal has declined from a peak of 343mbbl/d in 2002 to 242 mbbl/d in
2015. In 2014 crude oil was imported from the following sources Angola (27.6%), Saudi Arabia
(12.5%), Algeria (10.5%), Kazakhstan (9.8%) and Nigeria (9.6%), with the remaining 30% from
others. The lack of cross-border crude oil pipelines from Spain means that crude oil is delivered to
Portugal primarily through oil terminals at the ports of Sines and Leixões.
Portugal has two oil refineries, the Matosinhos refinery near Porto in the northwest and the Sines
refinery, 150km south of Lisbon. Both are operated by Galp Energia and have a combined
processing capacity of 330mbbl/d, with the Sines refinery having 220mbbl/d capacity. The 2013
combined output of the refineries was 296mbbl/d. Galp Energia is also the major wholesaler and
retailer in Portugal for refined oil products.
Following the commissioning of the Maghreb-Europe natural gas pipeline from Algeria to Spain (which
then connects with trans-Iberian pipelines) in 1997 and the opening of a liquid natural gas (LNG)
terminal in Sines, south of Lisbon, Portugal’s energy consumption profile changed considerably.
Portugal’s consumption of natural gas has grown at an average annual rate of 4.5% from 2000 to
2015. Natural gas demand grew to 4.4bcm in 2015. In 2015, approximately 67% of Portugal’s
natural gas consumption was served by natural gas (primarily from Algeria) via the Maghreb-Europe
pipeline, while the other 33% was served by LNG sourced primarily from Nigeria. Natural gas in both
forms is predominately supplied by Galp Energia, mostly under long term contracts with Algeria and
Nigerian companies, with current contracts expiring between 2020 and 2026 and the remainder via
spot market LNG purchases. In the Sines terminal, LNG is offloaded and pumped into temporary
storage tanks where it remains until regasification occurs prior to delivery into the national gas
transmission network.
The Portuguese National Natural Gas Transmission Network (RNTGN), operated by REN Gastudos,
consists of a main trunk line and branch lines which totalled 1,375 km at the end of 2014. The
RNTGN has two interconnections with Spain at Campo Maior in the east and Valença do Minho in the
north and interfaces the LNG import terminal of Sines and the underground natural gas storage facility
of Carriço, located in the region of the Pombal Concession. Pipelines range from a nominal size of
150 millimetres to 800 millimetres in diameter of which more than half are 700 millimetres in diameter.
A branch of the pipeline of the RNTGN runs the length of the Australis Concessions. Access to the
RNTGN and associated infrastructure pipeline is open but regulated.
(iii)

Legal Regime and Industry Regulation

Onshore and offshore petroleum resources located within Portuguese territory are part of the
Portuguese state’s public domain, and exploration and production activities can only be undertaken in
Portugal with the appropriate authorisation from the national government.
The Minister of the Economy (Ministro da Economia, or the Minister) has overall responsibility for the
management of petroleum resources. The National Authority for the Fuel Market (Entidade Nacional
para o Mercado de Combustíveis, E.P.E., or the ENMC) is designated as the National Authority
responsible for the creation, management and maintenance of strategic reserves of crude oil and
petroleum products. Effective March 2015, the ENMC became responsible for the performance of
duties of planning and monitoring within the oil industry, including the prospection, research,
development and exploitation of oil and gas resources, and the biofuel industry. The ENMC, a
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Portuguese government authority, is therefore the primary public body which oversees the exploration
and production of petroleum in Portugal. The unit within the ENMC that fulfils the primary direct
supervision, inspection and management functions for exploration and development is the Unit for
Research and Exploration of Petroleum Resources (Unidade de Pesquisa e Exploração de
Recoursos Petroliferos, or the UPEP).
The granting of rights to petroleum exploration and production and the exploration and production
activities conducted in exploiting these rights, are governed primarily by Decree-Law No. 109/94,
issued on 26 April 1994, and by various orders, notices and directives promulgated thereunder from
time to time (collectively, the Portugal Regulations).
The rights to explore for, develop and produce oil and gas in Portugal are granted by the Minister in
the form of a contract known as a concession, which provide exclusive rights over specified
geographic areas. Together, the terms contained within a concession contract and the Portugal
Regulations govern the activities of the concessionaire in exercising these rights. Further detail on
the terms of the Australis Concessions, and relevant provisions of the Portugal Regulations as they
apply to the activities of Australis in Portugal are located in Section 3.6(d) and in the Cuatrecasas
Goncalves Pereira Report in Section 7.
The corporate tax rate in Portugal is currently 21%.
(b)

Overview of Australis Concessions
Australis through its indirect wholly owned subsidiary Australis Portugal holds the Concessions which
provide the exclusive rights to explore and produce oil and gas in two contiguous concession areas in
the onshore Lusitanian Basin in Portugal, designated as the Batalha Concession and the Pombal
Concession. Both Concessions are subject to the Consultant Incentive which provides the right,
subject to various conditions precedent, for the Consultant to acquire, at nominal cost, a 3% working
interest in each Concession. See Section 3.6(e) and 10.4 for a summary of the Consultant Incentive.
The location of each Concession is shown in the Figure 24 and the area size for each Concession is
set out in Table 25 below. Details of Australis Portugal’s exploration and production rights in the
Concessions are set out in the Cuatrecasas Goncalves Pereira Report in Section 7.
The award of the Concessions did not require any fee or payment other than the payment of €20,000
contract execution fee to the Portuguese Authorities in respect of each Concession. Refer to Section
3.6(d) for more information.
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Figure 24 - Western Portugal indicating the Australis Portugal Concessions and gas transmission lines.

Table 25 Summarises the area of each Concession.

Status

Pombal
Concession

Batalha
Concession

Total

16

16

32

1,266

1,244

2,510

312,886

307,480

620,366

Concession Size
Blocks
Km

2

Acres

Other than the Consultant Incentive described in Section 3.6(e) and 10.4, Australis owns all the
interests under the Pombal Concession and Batalha Concession.
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Australis has also applied for a third concession area known as Cadaval. It is a similar size to each of
the two granted Concessions and is located to the south of the Batalha Concession. Australis
Portugal applied for the Cadaval concession area in February 2015, at the same time as making
application for the Batalha Concession and the Pombal Concession. All three applications were
made using a “negotiated process” as stipulated under the Portuguese Regulations. Australis has
been recently advised that the Portuguese Government are intending to refuse all pending
concession applications that utilised the negotiated process and request applicants to resubmit their
offer via an alternative public bidding process. Australis is in discussions with the Portuguese
Authorities on this matter.
(c)

Initial Exploration Program
As part of the preparation work undertaken by Australis during the application process for the
Concessions, Australis management have, as at the date of this Prospectus, identified 8 exploration
targets that would test conventional targets and also allow data to be gathered on the unconventional
Lias horizon. The contingent resource within the Brenha limestone has been identified and is being
incorporated into the Australis planning and evaluation process.
Following the award of the Pombal Concession and the Batalha Concession, the review and
identification of opportunities in these areas continued. The intention is to rank targets on the basis of
size, risk and remaining work scope to mature prospects to a drill ready status. Under the terms of
the two Concessions there are no mandated drilling obligations until year four of each Concession,
however, Australis may drill a well within the initial three years subject to the results of the data
interpretation and target identification currently being undertaken.
2

Australis has access to a 160 km 2010 vintage 3D seismic survey located in the Batalha Concession
as well as a considerable volume of 2D survey data within both of the Concession areas. It is likely
that this data set may need to be reprocessed or additional seismic data gathered in preparation for
any well.
The budgeted exploration program for the Concessions over the remaining period of the initial three
year period of the Concessions from April 2016 to September 2018 is as summarised in Table 26.
Table 26 – Australis Expenditure Budget - Portugal

April to
September
2016

October
2016 to
September
2017

October
2017 to
September
2018

$000

$000

$000

Total
April 2016
to
September
2018
$000

Concessions minimum
commitments
(refer Section 3.6(d)(v))

$111

$397

$472

$980

Australis additional expenditure
budget – including geological,
management and administration
1
costs

$397

$471

$269

$1,137

Total Expenditure Budget April 2016
to September 2018

$508

$868

$741

$2,117

Australis Expenditure Budget Portugal

Note 1:
Australis anticipates expending funds in relation to its Portugal exploration activities in excess of
the minimum work program agreed with the Portuguese Authorities within each Concession contract. This
additional expenditure is not committed and is subject to change. This expenditure relates to additional
geological and managerial expenditure by Australis in relation to its Portugal exploration activities.
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(d)

Australis Concessions
Australis Portugal has entered into two contracts with the Portuguese Authorities (represented by the
ENMC), providing Australis Portugal with exclusive rights to explore for, develop and produce oil and
gas in the areas designated as the Pombal Concession and the Batalha Concession (subject to the
Consultant Incentive). The terms of each Concession are identical except for the identification of the
relevant Concession area and the specific minimum work program elements outlined for each
Concession. The Pombal Concession and Batalha Concession were signed on 30 September 2015.
Further details are included in the Cuatrecasas Goncalves Pereira Report in Section 7.
(i)

Exploration and Production Rights granted

Under each Concession, Australis Portugal has been granted the rights to explore for, develop and
produce petroleum in the Concession areas. These rights include the use of hydraulic fracturing
subject to the relevant authorities consent. These rights are exclusive within each Concession
(subject to the Consultant Incentive in Section 10.4), without prejudice to the rights granted or to be
granted to third parties in connection with other natural resources or other uses in the same area. In
the event of a conflict, the Minister or Ministers responsible for the conflicting activities will seek a
resolution based on national interest and in conformity with international laws. In addition, exploration
and production rights must respect national interests with respect to defence, environment, navigation
and research and conservation of marine resources. The Portugal Regulations and Concessions
provide that Australis Portugal is free to market any petroleum, either domestically or internationally, it
produces from within a Concession subject only to the state’s right to requisition production in limited
circumstances including but not limited to events involving war or national emergency, in which case
the Australis Portugal would be entitled to compensation at market prices.
(ii)

Term

Each Concession has an initial term of eight years from the date of signing, which can be extended at
the request of Australis Portugal by up to two, one-year extensions if work obligations cannot be
justifiably completed during the initial term, for a total term of up to 10 years (such initial term, as may
be extended, being the Exploration Period).
If, during the Exploration Period, a general development and production plan (Production Plan) is
approved by ENMC in respect of a Concession, the term of the Concession is extended to a further
25 years from such approval date (such period being the Production Period) for those areas within
the Concession that are covered within by the Production Plan. With the agreement of the Minister,
this production period can be extended one or more times, in minimum increments of three years, to a
maximum of 15 additional years for a total production period of up to 40 years.
(iii)

Work programs

Prior to the commencement of each calendar year, Australis Portugal must submit a proposed annual
work plan and budget (Annual Exploration Plan) for each Concession for approval by ENMC, which
approval can only be withheld if the proposed Annual Exploration Plan contravenes any applicable
law or the terms of the relevant Concession. Changes to the approved Annual Exploration Plan are
permitted if technically justified. Notwithstanding an approval of an Annual Exploration Plan, the
commencement of all fieldwork activities contemplated by the annual plan (such as surveys and
drilling) can only be commenced upon specific approval from ENMC.
Australis Portugal submitted an initial work program and budget for the Pombal Concession and
Batalha Concession covering the extended period from grant of the concessions, 30 September 2015
to 31 December 2016 and which will meet the minimum obligations as outlined below in Section
3.6(d)(v). Work program and budgets are required to be submitted to the ENMC by 31 October for
the forthcoming calendar year and will therefore comprise a budget that addresses, in part, the
requirements of two Concession years.

Australis Oil & Gas Limited - Prospectus

page | 72

(iv)

Bonds

During the Exploration Period, Australis Portugal must post an annual bond in an amount equal to
50% of the budget for the approved annual exploration plan the for the upcoming Concession year,
which is held as a performance guarantee and to guarantee the payment of penalties or
indemnifications owed for the breach of obligations or damages caused in the execution of the work
program.
(v)

Minimum work commitments

In each Concession, Australis Portugal is required by statute to commit to spud one exploration well in
each year of the exploration period, beginning with the fourth year of each Concession. In addition to
this minimum statutory commitment, Australis Portugal has agreed within each Concession to
undertake certain other exploration activities, such as acquiring and reprocessing seismic information.
Table 27 summarises the minimum commitments that Australis Portugal has agreed during the
Exploration Period, for each of the initial eight years for the Pombal Concession and the Batalha
Concession, and other required payments such as rentals and benefits to state that are detailed in the
Concession contracts.
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Table 27 – Australis Portugal – Minimum Commitments

Contract Execution Fee

Pombal
Concession
Euro

Batalha
Concession
Euro

Total Euro

20,000

20,000

40,000

Concession Year 1 (30/9/15 to 29/9/16)
Rentals

18,990

18,660

37,650

Benefits to State

32,000

32,000

64,000

Work Program

50,000

50,000

100,000

Bond

25,000

25,000

50,000

Total (not including bond)

100,990

100,660

201,650

Concession Year 2 (30/9/16 to 29/9/17)
Rentals

18,990

18,660

37,650

Benefits to State

38,500

38,500

77,000

Work Program

75,000

75,000

150,000

Bond

37,500

37,500

75,000

Total (not including bond)

132,490

132,160

264,650

Concession Year 3 (30/9/17 to 29/9/18)
Rentals

18,990

18,660

36,650

Benefits to State

38,500

38,500

77,000

Work Program

100,000

100,000

200,000

Bond

50,000

50,000

100,000

Total (not including bond)

157,490

157,160

313,650

Three year total

390,970

389,980

780,950

Ability to relinquish all or part of Concession acreage at the end of year 3 if commitments fully met.
Concession Years 4 – 5
(per annum)
Rentals
Benefits to State
Work Program
Bond
Annual Total (no bond)

37,980
15,000
2,000,000
1,000,000
2,052,980

37,320
15,000
2,000,000
1,000,000
2,052,320

75,300
30,000
4,000,000
2,000,000
(per annum)
4,105,300

At end of year 5 mandatory relinquishment of 50% of acreage within each Concession that has not
been designated under a development and production plan.
Concession Years 6 – 8
(per annum)
(per annum)

Rentals
Benefits to State
Work Program
Bond
Annual Total (no bond)

Australis Oil & Gas Limited - Prospectus

37,980
15,000
2,000,000
1,000,000
2,052,980

37,980
15,000
2,000,000
1,000,000
2,052,320

75,300
30,000
4,000,000
2,000,000
4,105,300
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The minimum work commitment amounts shown for future years are not an estimate of, and are not
to be taken as any sort of reference to, actual annual capital expenditure budgets for Australis
Portugal for any particular year.
At the date of this Prospectus Australis Portugal has incurred some of the first concession year
expenditures on each of the Concessions.
(vi)

Development and production period

Following discovery of a petroleum field within a Concession, Australis Portugal would be required to
carry out a preliminary demarcation of the petroleum field and also prepare a Production Plan for the
field for approval by the ENMC. Commercial production can only be commenced in a Concession
once such a Production Plan has been approved by the ENMC. Upon such approval, an initial 25 year
term or the Production Period commences. For each year of the Production Period, Australis
Portugal would be required to submit annual production plans for approval by the ENMC.
(vii)

Surface rentals

During each year of each Concession, Australis Portugal will be required to make annual rental
payments to the government of Portugal based on the areal size of the Concession retained. The
rental rates are as outlined in the Table 27.
(viii) Benefits to the Portuguese State
For each year under each Concession until such time as production has commenced, Australis
Portugal has agreed to finance the activities as may be undertaken by the ENMC up to a maximum
annual amount. These activities include the transfer of technology programmes, training and
promotional activities, the acquisition and/or contracting of equipment or specialised technical
services and the preservation and treatment of technical data and information. The maximum amount
of financing to be made available by Australis Portugal under this commitment for each Concession in
each relevant year is as outlined in Table 27.
(ix)

Royalties

If commercial production of petroleum commences in a Concession, Australis Portugal is required to
pay royalties on such production to the Portuguese state. Royalties for natural gas, together with
condensate produced from the same well, are applied on a progressive scale under the terms of the
Concession. Royalty rates for liquid petroleum are calculated on a different scale under the terms of
the Portugal Regulations. The following tables set out the royalties payable by Australis Portugal for
each category:
Onshore oil production*


No royalty is payable for annual field production up to 2.2 mmbbls;



6% for annual field production between 2.2 and 3.7 mmbbls;



9% for annual field production that is > 3.7 mmbbls.

*Annual volumes specified in metric tonnes, exact conversion to bbls depends on crude
characteristics and accordingly, figures provided herein are approximate.
Gas and condensate production*


3% in each field until the cumulative field production reaches 5 mmboe;



6% for the increment of cumulative field production between 5 mmboe and 10 mmboe;

Australis Oil & Gas Limited - Prospectus

page | 75



8% for the increment of cumulative field production that exceeds 10 mmboe of total field
production.

*These royalties are payable after having deducted the petroleum fields exploration and development
expenses and the operating costs of production.
(x)

Relinquishment of areas within each Concession

Optional relinquishment
At the end of the third year of the Exploration Period under each Concession, and at the end of each
subsequent year of the Exploration Period, Australis Portugal has the right to relinquish all or any part
of the Concession area back to the Portuguese state with a 30 day notice period if all commitments
have been meet. Australis Portugal can also relinquish all or any part of the Concession area that has
been designated a producing field, at any time during a Production Period with 1 year’s notice.
Mandatory partial relinquishment
At the end of the fifth year of the exploration period under each Concession, Australis Portugal will be
required to relinquish at least 50% of such portion of the Concession that has not yet been made part
of a Production Plan. Australis Portugal is generally free to determine which specific areas it will
relinquish. At the end of the eighth year of the exploration period, and assuming Australis Portugal
has requested and been granted an extension of the exploration period beyond the eighth year,
Australis Portugal will again be required to relinquish at least 50% of the remaining Concession area
not yet part of a production plan.
(xi)

Redemption of Concessions

Concession can be redeemed, in whole or in part, by the Portuguese state through payment of fair
compensation to Australis Portugal. A decision to redeem all or a part of a Concession can be made
by a council of Ministers of the state and can be made for reasons of public interest or in a situation
where the Portuguese government determines it is necessary to integrate petroleum fields that extend
from a Concession into one or more adjoining Concession and the relevant concessionaires cannot
reach an agreement on terms of such integration.
(xii)

Termination

Each Concession will terminate upon expiry of the Exploration Period or Production Period, as
applicable, unless extended as described above. In addition, a Concession will terminate prior to the
expiry of its current term in the following circumstances:
(a)

if Australis Portugal ceases its legal existence;

(b)

the occurrence of a “force majeure” event that prevents total fulfilment of Australis Portugal
obligations under the Concession;

(c)

if the Portuguese government rescinds a Concession by reason of:
(i)

an unjustified failure to execute the work contained in an ENMC-approved plan or
project;

(ii)

an assignment of rights under the Concession to any third party without proper
authorisation;

(iii)

the abandonment of an oil field without proper authorisation, or (iv) a serious violation of
contractual obligations relating to minimum drilling commitments, production plans,
demarcation of petroleum fields or measurement and recording of production;
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(d)

by mutual agreement, if it is demonstrated by Australis Portugal that production is not
technically or economically viable;

(e)

upon relinquishment by Australis Portugal under its optional relinquishment rights described
above, on 30 days’ notice during the initial exploration period and on one year’s notice at any
time during the Production Period, in respect of the Concession areas so relinquished; and

(f)

upon redemption by the Portuguese state under its rights to do so described above, in respect
of the Concession so redeemed.

Upon termination for any of the above reasons, facilities, equipment, instruments, installations and
any other the fixed assets permanently attached to the Concessions will revert to the Portuguese
state free of charge.
(e)

Consultant Incentive: Working Interest Carry

Australis has secured the services of a consultant, Mr. Patric Monteleone, who has over 22 years’
experience in the Portuguese oil and gas industry, having supervised a large amount of the onshore
exploration and appraisal activity in Portugal during that time. Mr Monteleone was the founder and
principle shareholder of the USA domiciled private oil and gas company, Mohave Oil and Gas Inc.
which has held onshore and offshore concessions in Portugal since 1993 Mohave Oil and Gas Inc.
has been responsible for substantial onshore oil and gas drilling activity in Portugal between 1995 and
2014. In 2011 Mohave Oil and Gas Inc. was acquired by Porto Oil and Gas Ltd, a TSXV listed
company, and Mr Monteleone was appointed and held an executive director position at Porto Oil and
Gas until 30 May 2014.
In order to secure the services of Mr Monteleone, Australis Portugal granted Topanga Resources Inc.,
a company associated with Mr Monteleone, an option, subject to certain conditions precedent
including but not limited to Portuguese governmental approval, to acquire a 3% Working Interest for
nominal consideration, in each of the two Concessions. This option also applies to the Cadaval
application should it be successfully converted to a concession as a result of the existing
application. The 3% Working Interest is free carried by Australis for a total work program of $20
million (to the 100% interest) expended on the Concessions. This amount increases to $30 million in
the event the existing Cadaval application is converted to a concession. A summary of the terms of
this 3% Working Interest Option and Free Carry Agreement is set out in Section 10.4.
(f)

Resource Estimate

Table 28 summarises the contingent and prospective resource estimates generated by NSAI, refer
Section 8 for further details. The net estimates of each resource category assume the Consultant
Incentive option has been exercised and Australis holds a 97% Working Interest in each of the
Concessions.
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Table 28 – Australis Portugal Resource Estimate

Australis Portugal
Resource Summary

Net Contingent
Resources
(post royalties)

Resource
categorisation

Oil / Gas

Low (1C)

Oil (mmbbls)
Gas (bcf)

Best (2C)

Oil (mmbbls)
Gas (bcf)

High(3C)

Risked Net
Prospective
Resources
1
(post royalties)

1.

Low
Best
High

Batalha
Concession

Pombal
Concession

83.59

-

83.59

234.11

-

234.11

Oil (mmbbls)

Total

-

-

Gas (bcf)

409.59

-

409.59

Oil (mmbbls)

16.53

2.64

19.17

Gas (bcf)
Oil (mmbbls)

96.47
97.17

7.86
29.27

104.33
126.44

Gas (bcf)
Oil (mmbbls)

388.03
332.93

77.93
115.43

465.96
448.36

1,323.81

308.62

1,632.43

Gas (bcf)

It should be noted that the estimated quantities of petroleum that may potentially be recovered
by the future application of a development project may relate to undiscovered accumulations.
These estimates have an associated risk of discovery and development. Further exploration
and appraisal is required to determine the existence of a significant quantity of potentially
moveable hydrocarbons.
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4

Industry Overview

4.1

Summary of Industry Status
The Board of Australis believes that the prevailing low oil and gas commodity price environment
presents an opportunity for an appropriately funded and managed oil and gas company to secure
exploration, appraisal and development assets at attractive valuations. Furthermore, the Company’s
strategy is predicated on a modest oil price recovery and the Company cannot and does not
guarantee this outcome. The Board does believe that the industry and market fundamentals are in
place for at least a modest increase in the oil price in the future, which should drive additional asset
and shareholder value.
The global oil and gas industry has been enduring a period of lower oil prices since late 2014, driven
primarily by an oversupply of crude oil. Whilst global demand for oil has continued to grow over the
past 5 years, increases in global oil production has outpaced this demand since early 2014.
Figure 29 – World Liquid Fuels Productions & Consumption v Oil Price
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Source: Chart prepared by Australis from EIA Short-Term Energy Outlook, May 2016 & EIA Data

The transition to oversupply commenced in early 2014 where, according to the EIA, global liquid fuel
production increased from just under 92 mmbbl/d in Q1 2014 to over 96 mmbbl/d in Q3 2015.
4.2

USA Oil Production and Tight Oil
Much of the world production increase has come from the USA through the growth in Tight Oil
production which increased from under 0.4 mmbbl/d in January 2005 to over 4.6 mmbbl/d for the
period of March to May 2015. The EIA refers to Tight Oil as “oil found within reservoirs with very low
permeability, including but not limited to shale”.
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Figure 30 – USA Crude Oil Production
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Source: Chart prepared by Australis from EIA April 2016 Monthly Energy Review May 2016 & EIA Data Note: EIA
Tight Oil includes production from the following formations – Monterey (CA), Austin Chalk (LA & TX), Granite
Wash (OK & TX), Woodford (OK), Marcellus (PA,WV,OH &NY), Haynesville (LA & TX), Niobrara-Codell (CO,
WY), Wolfcamp (TX & NM Permian), Bonespring (TX & NM Permian), Spraberry (TX & NM Permian), Bakken
(MT & ND), Eagle Ford (TX), Yeso & Glorieta (TX & NM Permian), Delaware (TX & NM Permian), Utica (OH, PA
& WV)

As shown in the figure below, oil production growth in the USA has been significantly higher than
global oil production growth over the period January 2011 to January 2016, with USA crude
production at its peak in April 2015 having increased by approximately 4.25 mmbbl/d compared to a
global increase of approximately 6.5 mmbbl/d.
Figure 31 – Global v USA Crude Oil Production
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Source: Chart prepared by Australis using data from EIA April 2016 Monthly Energy Review
Australis Oil & Gas Limited - Prospectus

page | 80

Improvements in horizontal drilling and hydraulic fracturing technology over the past decade has
provided access to large volumes of oil and natural gas in the USA that were previously uneconomic
to produce from Tight Oil.
Horizontal wells drilled into Tight Oil formations are characterised with relatively high initial production
rates, but also relatively steep initial decline rates. Therefore, constant drilling and development of
new wells is necessary to maintain or increase production levels.
Figure 32 shows the growth in crude oil production in the USA since 2000 and the substantial
contribution made from Tight Oil formations. Much of the growth in Tight Oil production coincided with
a sustained period of higher crude oil prices, with WTI increasing from US$40/bbl in 2009 to an
average price above US$80/bbl during 2011 to 2014. The relatively high oil price over this period,
together with favourable financing conditions in the USA and improvements in drilling and well
completions technology, contributed to the growth in USA Tight Oil development and production. As
shown in Figure 32, approximately 85% of the growth in Tight Oil in this period has come from 3 key
plays: the Permian, Bakken and Eagle Ford.
Figure 32 – USA Tight Oil Production v Oil Price
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Source: Chart prepared by Australis using EIA Tight Oil Production data and oil pricing data

4.3

OPEC
The impact of the oversupply of crude oil that began in 2014 was reinforced by an announcement by
OPEC following their meeting in November 2014 “to maintain the production level of 30.0 mmbbl/d, as
was agreed in December 2011”. This signalled that OPEC was not reducing production thereby not
taking any action to prevent ongoing production oversupply.
OPEC did not indicate any intention of cutting back production at either of the subsequent meetings
held in June and December 2015 and June 2016. Other large non OPEC oil producers such as
Russia are also reported to be maintaining or seeking to increase production, as is illustrated in
Figure 33.
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Figure 33 – Global Crude Oil Production
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4.4

Global Oil Production following the Oil Price fall in 2014
As much of the global oversupply of crude oil had been driven by the growth in Tight Oil production in
the USA, it was speculated that the combination of high decline rates together with the relatively high
development costs that are typical of Tight Oil plays, would cause a fast reduction in oil production
from the USA.
Despite the fall in oil prices in 2014, Tight Oil production in the USA continued to increase until March
2015. Whilst total crude oil production in the USA has since decreased from its high in March 2015 of
9.65 mmbbl/d, the reduction has been slower than many expected with production at 9.02 mmbbl/d
for March 2016.
Australis believes that oil supply from the USA continued to rise following the reduction in the oil price
in late 2014 for the following reasons.
1) Independence of USA producers: Unlike some of the major oil producing countries that are
dominated by a small number of national oil companies, oil production in the USA is generated by
a large number of independent producers that have their own economic objectives without
production controls.
2) Oil Price Hedging: Many producers in the USA had oil hedging programs in place during 2015
and 2016 enabling them to continue to sell some of their oil production above the declining spot
oil price.
3) Maintenance of Cash flow: Many producers in the USA chose to continuing drilling new wells in
order to maximise production, despite the declining oil price, to maintain cash flow for debt
servicing or maintenance of dividends.
4) Efficiencies: Australis believes, based on industry data, that USA oil producers are becoming
more efficient in Tight Oil operations. Despite a reducing number of drill rigs active in the USA
from early 2015, continued improvements in drilling productivity has slowed the rate of oil
production decline in new well production as indicated by increasing average initial production
rates for Tight Oil wells. Australis believes this is a combination of improved operational
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performance but also drilling new wells in locations known to have better productivity (known as
‘high grading’) to maximise the productivity of each new well.
5) Reduced service costs: USA based oil producers are making the most of their available capital
and there are indications that continued pressure by the oil producers on service providers is
enabling reductions in the cost of operations. As shown in the figure below, an analysis
undertaken by the USA Federal Reserve reviewing the SEC filings of 25 USA companies with
Tight Oil operations highlighted the reduction in cash costs.
Figure 34 – Reported Cash Costs per company

Source: Federal Reserve, FEDS Notes “Unravelling the Oil Conundrum: Productivity Improvements and
Cost Declines in the U.S. Shale Oil Industry 22 March, 2016” sourced from SEC filings and investor
reports. 2015 results only reported through Q3. Weights based on barrels oil produced. Sum of operating
costs, G&A expenses, and production taxes (excludes interest).
Note: Each blue dot represents a company and the red line is the production weighted average cash cost
$/boe of the USA companies contained in this report.

6) Drilled but uncompleted wells: Whilst the number of drilling rigs actively drilling and the number
of new wells being drilled has decreased since 2014, oil producers in the USA have remained
active by working through the significant inventory of drilled but uncompleted wells (DUC) in
place. The EIA estimated there were between 2,000-4,000 DUC wells in the Lower 48 states of
the USA in June 2015.
4.5

Capital funding and cash flow effect
In general, Tight Oil producers in the USA have funded much of their drilling and development
activities utilising debt. USA oil producers have been provided with debt from a variety of sources
including:
1) Security based lending - Debt provided linked to the valuation of oil reserves (Reserve
Based Lending): traditionally undertaken by a syndicate of banking institutions and usually
occurring with security being provided by the oil producer over its share of oil reserves and in
particular, reserves being produced. The lenders generally lend an amount known as the
borrowing base which equates to a discount to the assessed value of the oil producers existing
production and reserves. This borrowing base is periodically revalued (at least annually) based
on the prevailing oil price (known as Redeterminations) and in the current oil price environment,
the value of many oil producer’s reserves is less than the most recent years borrowing base
(when oil prices were higher leading to higher values on Reserves), providing lenders with the
right to force oil producers to reduce their debt levels to the reduced borrowing base values.
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2) High Yield Corporate Bond market the bond: One significant source of financing for USA Tight
Oil development has been the corporate bond market. The bond market generally requires less
security and is less restrictive on the oil producer than reserve based lending. The debt provided
has a fixed term and fixed interest rate. Note “U.S. oil and gas companies sold about $350.7
billion in debt between 2010 and 2014, the peak years of the oil-and-gas boom, with junk bonds
making up more than 50 percent of all issuance, according to Thomson Reuters data” Reuters
May, 4 2016 “US Oil Industry Bankruptcy Wave Nears Size of Telecom Bust”.
With the oil price declining since 2014, operating cashflows of the oil producers has reduced placing
financial strain on those oil producers with debt obligations. In the USA, corporate bonds issued by oil
producers are now trading at large spreads to their issue price and over the past 12 months there
have been several defaults by the issuers of these bonds. New issuance of corporate bonds by oil
producers has also significantly reduced since 2014. The reduction in availability of finance from the
corporate bond market in the USA has meant many oil producers with existing bonds on issue with
near term maturity dates are having to consider alternative sources of capital to repay their near term
maturing bond debt, including debt restructures, equity issues and asset sales.
Because of the large amount of debt accumulated by USA oil producers over the past 10 years, an
increasing proportion of operating cash flow is being devoted to servicing debt. By mid-2015, USA
onshore oil producers were devoting over 80 percent of cash flow to debt servicing costs (U.S. Energy
Information Administration 2015).
Figure 35 – US onshore oil producers’ debt service as a share of operation cashflow

Source: U.S. Energy Information Administration – Today in Energy (18 September 2015)
Note: Each quarter represents a rolling four-quarter sum.

Despite the reduction in the oil price in late 2014, a combination of oil hedging programs and the
pricing mechanism used for valuing proven reserves and borrowing bases of oil producers meant
there were only limited changes in borrowing bases in 2015. The SEC requires oil producers to value
their proved reserves based on an average of the oil prices from the first day of each month for the
preceding year. The average spot price on the first day of each month for WTI in 2014 was
US$94.99/bbl. This price was used for most valuations for the available borrowing bases in 2015.
The spot price on the first day of each month for WTI in 2015 was US$50.28/bbl and it is this price
that has been used for the 2016 Redeterminations of oil producers borrowing bases. The average
spot for the first 5 months of 2016 was US$44.05/bbl.
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The 2016 Redeterminations of borrowing bases at the reduced oil price has placed further financial
stress on certain oil producers in the USA. In 2015 there were 42 declared oil and gas companies
bankruptcies in North America and the first 5 months of 2016, there were a further 39. In total these
81 companies had US$52.6 billion in debt.
Many USA based oil producers have reacted to the lower oil price environment and its associated
effect on cashflows, debt levels and pressure from lenders by reducing development capital
expenditure and improving balance sheet strength with equity raisings, debt restructures and asset
sales.
The delays together with the reduced drilling and development activity undertaken by USA Tight Oil
companies has started to impact on oil production. Australis believes that the correction of the supply
and demand imbalance will result. The EIA posted their most recent Short Term Energy Outlook
showing the oversupply of World Liquid Fuel Production compared to consumption had reduced over
the first quarter 2016, and is projected to disappear in 2017.
Figure 36 – World Liquid Fuels Production and Consumption Balance

The Board of Australis believe that:
(i)

the reduction in oil price observed in late 2014 was driven primarily by an oversupply to the
market which originated from the rapid contribution from Tight Oil within the USA;

(ii)

a number of factors led to the USA production profile to lag the change in commodity price;

(iii)

the current limited availability in funding and the financial strain that many USA small and
medium oil and gas companies are under represents an opportunity for Australis to secure
exploration, appraisal and development assets at attractive prices; and

(iv)

the industry and market fundamentals are in place for at least a modest increase in oil price in
the future.
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4.6

Portugal market
Onshore and offshore petroleum resources located within Portuguese territory are part of the
Portuguese state’s public domain, and exploration and production activities can only be undertaken in
Portugal with the appropriate authorisation from the national government.
Given the lack of domestic oil and gas production, Portugal has been and remains wholly dependent
on imports for the supply of oil and natural gas.
As natural gas was not supplied to Portugal until 1997, oil has been the historically dominant energy
source in Portugal, representing some 45% of Portugal’s total primary energy supply in 2014.
However, oil demand in Portugal has declined.
Following the commissioning of the Maghreb-Europe natural gas pipeline from Algeria to Spain (which
then connects with trans-Iberian pipelines) in 1997 and the opening of a liquid natural gas (LNG)
terminal in Sines, south of Lisbon, Portugal’s energy consumption profile changed considerably.
Portugal’s consumption of natural gas has grown at an average annual rate of 4.5% from 2000 to
2015. Natural gas demand grew to 4.4bcm in 2015. In 2015, approximately 67% of Portugal’s
natural gas consumption was served by natural gas (primarily from Algeria) via the Maghreb-Europe
pipeline, while the other 33% was served by LNG sourced primarily from Nigeria. Natural gas in both
forms is predominately supplied by Galp Energia, mostly under long term contracts with Algeria and
Nigerian companies, with current contracts expiring between 2020 and 2026 and the remainder via
spot market LNG purchases.
With such a large percentage of gas sourced from LNG, the local Portuguese gas price is based at a
significant premium to the European market prices. There is not an open gas trade market in
Portugal, so exact prices are difficult to ascertain, but the premium to European prices will be an
important factor in any economic evaluation of any discovery within Portugal.
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5

Directors, Senior Executives and Corporate Governance

5.1

Directors
The Directors bring to the Board relevant experience and skills, including industry and business
knowledge, financial management and corporate governance experience.
The Directors of the Company as at the date of this Prospectus are:
Mr Jon Stewart
Non-Executive Chairman
Age – 54

Mr Ian Lincoln Lusted
Managing Director and Chief
Executive Officer
Age – 46
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Mr Stewart was appointed a Director on 12 November 2015 and
on 1 December 2015 was appointed non-executive Chairman of
Australis. Mr Stewart is Chair of the Audit and Risk
Management Committee and a member of the Remuneration
and Nomination Committee. Mr Stewart was a founder of
Aurora and was a director of Aurora from 22 February 2005 until
the acquisition of Aurora by Baytex Energy Australia Pty Ltd on
11 June 2014. He was executive chairman and CEO of Aurora
until separation of those roles in 2012. An experienced oil and
gas executive, Mr Stewart has held a number of executive
management positions in listed and unlisted companies in
Australia, the United States, Canada, the United Kingdom and
the former Soviet Union. He has considerable experience in the
management of oil and gas exploration and production
companies, structuring and financing of transactions and the
broader strategic development of companies. He has also been
involved in the listing of a number of companies in Australia, the
United Kingdom and Canada. Based in Europe during the
1990s, Mr Stewart helped establish a number of oil and gas
ventures, particularly in the former Soviet Union, including two
new oil and gas companies listed on the London Stock
Exchange. He has been involved in raising significant capital
from international equity and debt markets to enable the
successful development of these projects. Mr Stewart is a
Chartered Accountant and was named Ernst & Young’s
Australian Entrepreneur of the Year – Listed Companies in
2014.
Mr Lusted was appointed a Director on 12 November 2015 and
on 1 December 2015 was appointed Managing Director and
CEO of Australis. Previously Mr Lusted was technical director of
Aurora from 14 April 2008 until August 2013. As well as being
responsible for all technical activities carried out by Aurora, Mr
Lusted played an active role in investor and stakeholder
relations. He has extensive international oil and gas experience,
having begun his career in the industry in 1992 with Shell
International after serving for several years as an officer in the
Royal Navy. At Shell, Mr Lusted gained upstream operations
experience in a variety of locations including the North Sea,
South East Asia and onshore Europe. He was responsible for
field operations including drilling and well operations on semisubmersibles, platform, jack-up and land facilities. In 1998 Mr
Lusted established Leading Edge Advantage (LEA), an
advanced drilling project management consultancy based in
Aberdeen and subsequently in Perth, Australia. Mr Lusted led a
number of multi-discipline project teams that implemented world
first technology applications often in complex jurisdictions. In
2005, Mr Lusted assumed the technical director position for
Cape Energy, a private oil and gas company. The company
held acreage in Australia and the Philippines where Cape
Energy was a key participant in moving the offshore Galoc field
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to development status. Mr Lusted acted in this capacity until
August 2007 when he joined Aurora and in 2008 he was
appointed technical director. Starting with a very small technical
rd
team and drawing on the services of 3 party contractors, Mr
Lusted managed the Aurora contribution to the early evaluation
and operational activity within the Sugarkane Field. As activity
levels increased, staff were sourced and recruited to provide
increasing in house resource and expertise, Mr Lusted
continued to participate at a decision making level but took on
additional supervisorial and management roles.
Mr Lusted holds a B.Sc (Hons.) from York University in the
United Kingdom and is a member of the Society of Petroleum
Engineers.
Mr Graham Rochford Dowland
Finance Director and Chief
Financial Officer
Age – 54

Mr Alan James David Watson
Non-Executive Director
Age – 57

Mr Dowland was appointed a Director on 12 November 2015
and on 1 December 2015 was appointed Finance Director and
CFO of Australis. Previously Mr Dowland was a founding
director of Aurora appointed on 22 February 2005. Mr Dowland
held the position of finance director of Aurora from 10
November 2010 until the acquisition of Aurora by Baytex Energy
Australia Pty Ltd on 11 June 2014. He has over 25 years
corporate finance and management experience in the oil and
gas industry having previously held director, senior
management or advisory positions in Australian, Canadian and
UK-listed companies with oil and gas operations in the UK,
Russia, Azerbaijan, Indonesia, Australia and New Zealand.
Mr. Dowland is a qualified chartered accountant.
Mr Watson was appointed as an Independent non-executive
Director of Australis on 24 May 2016. Mr Watson is Chair of the
Remuneration and Nomination Committee and a member of the
Audit and Risk Management Committee.
Mr Watson is currently independent Chairman of ASX listed
funds management company Wilson Group Limited (ASX
symbol WIG), and is an independent non-executive director of
TSX listed manufacturing company AirBoss of America Limited
(TSX symbol BOS). Mr. Watson was formerly an independent,
non-executive director of Aurora from November 2010 until its
sale in 2014.
Now based in Sydney, Mr Watson has 30 years of experience
within various global equity markets. In his executive career, he
established and directed securities businesses both in Europe
and Asia advising many companies on capital structuring, initial
public offerings, takeovers and mergers and investment
relations strategies. During this period he worked for Barclays
de Zoete Wedd Limited, Donaldson Lufkin & Jenrette Securities
Corporation, Lehman Brothers Holdings Inc and Macquarie
Group.

In light of the Company’s size, nature and stage of development, the Board considers that the
composition of the current Board is appropriate. As the Company’s activities develop, the size of the
Board and the implementation of additional corporate governance policies and structures will be
reviewed.
Each Director has confirmed to Australis that he anticipates being available to perform his duties as a
Director without constraint from other commitments.
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5.2

Independence of Directors
The Board considers an Independent Director to be a non-executive Director who is free of any
interest, position, association or relationship that might influence, or reasonably be perceived to
influence, his or her capacity to bring an independent judgement to bear on issues before the Board
and to act in the best interests of Australis and its security holders generally. The Board will consider
the materiality of any given relationship on a case-by-case basis. The Board reviews the
independence of each Director in light of interests disclosed to the Board from time to time.
The Board will consider whether there are any factors or considerations which may mean that a
Director’s interest, position, association or relationship might influence, or reasonably be perceived to
influence, the capacity of the Director to bring an independent judgement to bear on issues before the
Board and to act in the best interests of Australis and its Security holders generally.
The Board considers that Mr Alan Watson is free from any interest, position, association or
relationship that might influence, or reasonably be perceived to influence, the independent exercise of
his judgement and that he is able to fulfil the role of Independent Director for the purpose of the ASX
Recommendations.
Mr Jon Stewart, Chairman of the Board, is not currently considered to be Independent as he is
expected to hold a relevant interest of 17.43% of the Shares in the Company upon Listing.
Mr Ian Lusted and Mr Graham Dowland hold the positions of CEO and CFO respectively and
therefore do not meet the definition of Independent due to their executive appointments.
The Directors believe that they are able to objectively analyse the issues before them in the best
interests of all Shareholders and in accordance with their duties as Directors.

5.3

Senior Executives
Biographies for the Senior Executives are set out below.
Mr Ian Lincoln Lusted
Managing Director and Chief
Executive Officer

See Section 5.1 above.

Mr Graham Rochford Dowland
Finance Director and Chief Financial
Officer

See Section 5.1 above.

Mr Michael Lloyd Verm
Chief Operating Officer
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Mr Verm was appointed Chief Operating Officer of Australis in
February 2016 based in Houston, Texas. Mr Verm, who was
previously the Chief Operating Officer of Aurora appointed in
June 2011, continued in this role as President of Baytex Energy
USA subsequent to the acquisition of Aurora by Baytex Energy
in June 2014 until October 2015. Mr Verm has over 25 years’
experience within the oil and gas industry and had held a
number of senior executive positions in North America and
internationally. Mr Verm started his career at Kerr-McGee as an
engineer and progressed to managing operations and
reservoirs both on and offshore in the USA. This was then
followed by senior positions in Canada and London culminating
in being appointed asset manager for producing platforms in the
North Sea. In 2003 Mr Verm was appointed the Vice President
and Managing Director of Kerr-McGee China Petroleum. Prior
to joining Aurora Mr Verm provided Texas-based expertise in
operations and production management services to local and
international companies, including establishing operating teams,
asset acquisition and divestment as well as day to day operator
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capability with a focus on application of unconventional
technology.

5.4

Mr Malcolm Ian Bult
Vice President – Corporate and
Business Development

Mr Bult has gained extensive commercial experience over the
past 19 years in the energy industry at both small and large
companies, most recently providing commercial and corporate
advisory services to various upstream clients. Mr Bult began his
career in 1996 following post-graduate studies in economics
and finance with Asian focused energy company, Energy Equity
Corporation. In 2000 he joined Woodside Petroleum, a large
Australian oil and gas company, where he held various senior
corporate and commercial positions. In 2005, Mr Bult assumed
the position of Commercial Manager for Cape Energy, a private
oil and gas company that held assets in Australia and an
interest in the Galoc offshore oil field development in the
Philippines. Mr Bult joined the management team at Aurora in
January 2008. In his role as Commercial Manager, Mr Bult was
responsible for commercial activities within the company which
included farm outs, acquisitions, corporate strategy, business
development, investor relations and financial analysis.

Ms Julie Mari Foster
Vice President – Finance and
Company Secretary

Ms Foster was appointed Company Secretary of Australis on 13
November 2015. Previously Ms Foster was Group Controller
and Company Secretary of Aurora from 2009 until its acquisition
by Baytex Energy Australia Pty Ltd on 11 June 2014. At Aurora
Ms Foster was responsible for corporate accounting and
compliance reporting in multiple listed jurisdictions including
Australia and Canada, management of the accounting
departments in both Houston and Perth and had additional
responsibility for internal and third party reporting. The position
required interfacing with joint venture partners, banking
syndicates, auditors and various other stakeholders. Ms Foster
has held a number of similar positions for other ASX listed oil
and gas companies. Prior to this Ms Foster was a principal at
chartered accounting firms in both Australia and the UK. Ms
Foster is a member of the Institute of Chartered Accountants in
England and Wales (ACA) and a member of the Governance
Institute Australia (AGIA).

Corporate Governance
The Board monitors the operational and financial position and performance of Australis and oversees
its business strategy, including approving the strategic goals of the Company. The Board is committed
to maximising performance, generating appropriate levels of Shareholder value and financial return
and building the growth and success of the Company. In conducting business with these objectives,
the Board aims to ensure that Australis is properly managed to protect and enhance Shareholder
interests, and that the Company, its Directors, officers and employees operate in an appropriate
environment of corporate governance.
Accordingly, the Board has created a framework for managing Australis, including adopting relevant
internal controls, risk management processes and corporate governance policies and practices which
it believes are appropriate for Australis’ business and which are designed to promote the responsible
management and conduct of the Company.
Australis is seeking a listing on the ASX. The ASX Corporate Governance Council has developed and
released its third edition of the Corporate Governance Principles and Recommendations (ASX
Recommendations) for Australian listed entities in order to promote investor confidence and to assist
companies in meeting stakeholder expectations. The ASX Recommendations are not prescriptions,
but guidelines. However, under the ASX Listing Rules, Australis will be required to provide a
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statement in its annual report disclosing the extent to which it has followed the ASX
Recommendations in the reporting period. Where Australis does not follow a recommendation, it
must identify the recommendation that has not been followed and give reasons for not following it.
Copies of the Company’s key policies and the charters for the Board and each of its committees will
be available at www.australisoil.com during the Offer.
(a)

Board of Directors
Board Charter
A Board Charter has been adopted which sets out the responsibilities of the Board. It provides that
the Board should comprise a minimum of 3 Directors, at least 2 of whom must ordinarily reside in
Australia, and that the Directors should have the appropriate mix of skills, experience, expertise and
diversity which are relevant to Australis’ business and the Board’s responsibilities. The Board Charter
allows the Board to delegate powers and responsibilities to committees established by the Board. The
Board retains overall responsibility to Shareholders in discharging its duties.
The Board intends to appoint additional independent director(s) in due course with growth in the size
and complexity of its business such that it will be comprised of a majority of independent directors in
the future and this has been reflected in clause 4.3 of the Board Charter.
Board Committees
The Board may from time to time establish appropriate committees to assist in the discharge of its
responsibilities. The Board has established and will maintain an Audit and Risk Management
Committee and a Remuneration and Nomination Committee as standing committees.
Other ad hoc committees may be established by the Board as and when required. Membership of
Board committees will be based on the needs of the Company, relevant legislative and other
requirements, and the skills and experience of individual Directors.
Audit and Risk Management Committee
The role of the Audit and Risk Management Committee is to assist the Board in the effective
discharge of its governance and oversight responsibilities in relation to the Company’s financial
reporting, accounting policies, risk management, internal control systems, compliance with laws and
regulations and internal and external audit functions.
The Audit and Risk Management Committee assists the Board with risk management processes
including implementation of risk management policies, procedures and systems identification,
assessment and management of risks and reports to the Board on the effectiveness of the risk
management process.
The Charter of the Audit and Risk Management Committee provides that the committee should
comprise at least three members, each of whom are non-executive Directors, and a majority of whom
are independent. A member of the Audit and Risk Management Committee, who does not chair the
Board, shall be appointed the Chair of the Committee. At the time of Listing, the Committee will
comprise Alan Watson and Jon Stewart (Chair). The Company intends to appoint an additional
independent Director(s) to the Audit and Risk Management Committee in due course to adopt the
ASX Recommendations for audit and risk committees and to comply with the Company’s Audit and
Risk Management Committee Charter.
The Audit and Risk Management Committee has rights of access to management and has the
authority to directly communicate with, and seek explanations and additional information from, the
Company’s external auditors and the internal auditors (where applicable), without management
present, when required.
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The Audit and Risk Management Committee will convene with such frequency as is sufficient to
appropriately discharge its duties. Non-committee members including without limitation, other nonexecutive Directors, the Managing Director, Chief Financial Officer, Financial Director, the external
auditor to the Company and the Company Secretary may attend meetings of the Audit and Risk
Management Committee on a regular basis assuming no conflict of interest as determined by the
Chair of the Committee.
Remuneration and Nomination Committee
The purpose of the Remuneration and Nomination Committee is to (a) assist the Board in the
effective discharge of its responsibilities for remuneration matters relating to the Board, senior
executives and Company-wide remuneration policies and (b) to ensure the Company has appropriate
Board selection and performance management processes. The Remuneration and Nomination
Committee is also responsible for recommending to the Board the structure of employee incentive
and equity-based plans including the appropriateness of performance hurdles, and the administration
and review of the Company’s claw back policy in respect of performance-based remuneration. In
addition, the Committee is responsible for reviewing and making recommendations in relation to the
composition and performance of the Board to ensure it has the necessary expertise, skills and
relevant industry experience and that adequate succession plans are in place (including for the
recruitment and appointment of Directors and senior management).
The Remuneration and Nomination Committee will meet approximately three times a year, with
further meetings as required to appropriately discharge its duties.
In accordance with the ASX Recommendations, the Remuneration and Nominations Committee
should comprise a minimum of three members a majority of whom shall be independent for the
purposes of all applicable regulatory and stock exchange requirements. The Remuneration and
Nominations Committee shall be chaired by an Independent Director. On listing, the Committee
comprises Alan Watson (Chair) and Jon Stewart. The Company intends to appoint an additional
independent director(s) in due course to adopt the ASX Recommendations for remuneration and
nomination committees and to comply with the Company’s Remuneration and Nomination Committee
Charter.
(b)

Ethics and Diversity
The workforce of Australis is made up of individuals with diverse skills, backgrounds, perspectives
and experiences and this diversity is recognised, valued and respected. Australis’ Diversity Policy
aims to align Australis’ business operations with the positive outcomes that can be achieved through
the utilisation of the contribution of diverse skills and talents.

(c)

Code of Conduct
The Board recognises the need to observe the highest standards of corporate practice and business
conduct. Accordingly, the Board has adopted a Code of Conduct which sets out the way Australis
conducts business. Australis is committed to conducting its business and activities ethically and
responsibly with integrity and honesty and compliance with all laws and regulations.
The policy document outlines employees’ obligations for compliance with the Code of Conduct. The
Code of Conduct applies to all jurisdictions in which Australis operates and applies to all of the
Company’s Directors, officers, employees, contractors and other Australis representatives. The policy
outlines the compliance requirements.
Responsibilities in the Code of Conduct include protection of Australis’ business, using Australis’
resources in an appropriate manner, protecting confidential information and avoiding conflicts of
interest.
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(d)

Securities Dealings
Australis has adopted a Securities Trading Policy which will apply to all Directors, senior management
and other persons nominated by the Board from time to time, including companies or trusts controlled
by any of these people, as well as a spouse (including a de facto spouse), child (including a step-child
or adopted child), a close relative, or a person financially dependent on, or acting in concert with, any
such person referred to above (Australis Persons).
The Securities Trading Policy sets out the types of conduct in relation to dealings in securities (both of
Australis and other entities of which Australis Persons may have inside information through their
positons with Australis) that is prohibited under the Corporations Act and establishes procedures in
relation to Australis Persons dealing in the securities.
Subject to certain exceptions, including but not limited to severe financial hardship, the Securities
Trading Policy defines certain “blackout periods” during which trading in Shares by Australis Persons
is prohibited. Mandated blackout periods are currently defined as any of the following periods:
(i)

from the close of the ASX trading day on 23 March, 23 June, 23 September and 23 December
each year, until 48 hours after the Company’s release of its quarterly, half-year or full year
results to the ASX; and

(ii)

any other period that the Board specifies from time to time.

If any of the dates specified above are not ASX trading days, then the blackout period begins on the
preceding ASX trading day.
The Company may impose, without hesitation and in its sole and absolute discretion, additional
restrictions on trading in the Company’s securities by any or all Australis Persons, and also by any
other employee (who may not otherwise be an “Australis Persons” as defined above) as it considers
appropriate under the Securities Trading Policy.
In all instances, buying or selling securities is not permitted at any time by any person who possesses
inside information in a manner contrary to the Corporations Act.
(e)

Shareholder Communication
The Board’s aim is to ensure that Shareholders are informed of all major developments affecting the
Company. Information will be communicated to Shareholders through various methods including
once listed the lodgement of information with the ASX as required by Australis’ continuous disclosure
obligations and publishing of information on Australis’ website.
Australis’ website will contain information about the Company, including media releases, key policies,
Board and Committee Charters and other information relevant to Shareholders. All announcements
made to the market and any other relevant information will be posted on Australis’ website at
www.australisoil.com as soon as they have been released to the ASX.

(f)

Continuous Disclosure Policy
Once Listed, Australis will be required to comply with the continuous disclosure requirements of the
ASX Listing Rules and the Corporations Act. Australis will be required to disclose to the ASX any
information concerning Australis which a reasonable person would expect to have a material effect on
the price or value of Australis’ securities were that information to be generally available. Australis is
committed to observing its disclosure obligations and has adopted a Continuous Disclosure Policy
that establishes a disclosure committee comprising (1) one of the Chair of the Board or any
independent Non-Executive Director; (2) the Chief Executive Officer; (3) the Finance Director; and (4)
the Company Secretary (Disclosure Committee). The Disclosure Committee is responsible for
amongst other things, determining what information will be disclosed to the ASX and implementing
procedures to ensure disclosure can be made immediately. Information will be communicated to
Shareholders through the lodgement of all relevant financial and other information with the ASX and
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continuous disclosure
www.australisoil.com.
5.5

announcements

will

be

made

available

on

Australis’

website

at

Deeds of Access, Indemnity and Insurance
The Company has entered into a deed of access, indemnity and insurance with each of its Directors
and officers as described in Section 11.2(c).
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6

Risk Factors
The Shares offered under this Prospectus are considered speculative. Before applying for Shares,
any prospective investor should be satisfied that they have a sufficient understanding of the risks
involved in making an investment in the Company and whether it is a suitable investment, having
regard to their own investment objectives, financial circumstances and taxation position.
There can be no guarantee that the Company will deliver on its business strategy, or that any forward
looking statement contained in this Prospectus will be achieved or realised. Investors should note
that past performance is not a reliable indicator of future performance.
The Directors strongly recommend investors examine the contents of this Prospectus and consult
their professional advisers before deciding whether to apply for the Shares pursuant to this
Prospectus.
In addition, investors should be aware there are risks associated with investment in the Company.
There are certain general risks and certain specific risks which relate directly to the Company’s
business and are largely beyond the control of the Company and the Directors because of the nature
of the business of the Company. The key risks which the Directors consider that investors should be
aware of are the volatility of oil and gas prices, the risk of our strategy not being successful and risks
related to the expiration and attempt to renew and/or extend the leases in the USA in which we have
a Working Interest. These and other key risks are set out in Section 1.3 of this Prospectus. Those
risks, along with other specific and general risks involved in investing in the Company, are set out in
more detail in this Section.
The risks described below are not to be taken as exhaustive. Where relevant, the risks below
assume completion of the Offer has occurred. The specific risks considered below and other risks
and uncertainties not currently known to the Company, or that are currently considered immaterial,
may materially and adversely affect the Company’s business operations, the financial performance of
the Company and the value and market price of Company Shares. References to the Company or
Australis include references to the Group where appropriate.

6.1

Specific Risks to the Company

(a)

Offer risk
If ASX does not admit the Shares to Official Quotation before the expiration of 3 months after the date
of issue of this Prospectus, or such period as varied by the ASIC, the Company will not allot or issue
any Shares and will repay all Application Monies for the Shares within the time prescribed under the
Corporations Act, without interest.

(b)

Goals and strategies
There is no guarantee the oil price will recover, or that appropriate assets can be identified, and if they
are, acquired at an attractive price or at all. The Company is not Aurora, and there is no guarantee
that Australis will be successful in achieving its intended goals or strategies.

(c)

Title risk – TMS Leases
In connection with leaseholds in the USA, the Company has acquired and will continue to acquire
Working Interests in leaseholds from mineral rights owners. As existing lease terms expire, the
Company and its co-owner have agreed the maximum terms to be offered to mineral rights owners in
the renegotiation for new leases. Certain leases are, at the Company’s election, capable of renewal or
extension. There is no guarantee that:
a) existing leases will be renewed, extended or reacquired on expiry; or
b)

leases on new areas will be acquired.
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Title to interests in any country are subject to geo-political, regulatory and sovereign risk as described
below.
(d)

Commodity price fluctuations
It is anticipated that any future revenues, other than sales of assets, will be derived from the sale of oil
and or natural gas. The prices of crude oil, natural gas and refined products are outside the control of
the Company and fluctuate and impact the opportunities available to the Company.
Future revenues, profitability, cash flow and rate of growth will be significantly affected by the prices
of, and demand for, crude oil, natural gas and refined products as well as production costs, global
economic conditions and expectations for inflation and interest rates.
In the event the Company becomes a producer of oil and or natural gas, any substantial and
extended decline in the market price of oil and gas could have an adverse effect on future revenues,
profitability, cash flow from operations, carrying value of future reserves, and borrowing capacity
amongst other measures of its financial performance and economic viability.
On a global scale, oil and gas commodity prices depend on a variety of factors including stability in
the Middle East, actions taken by the OPEC, and global economic growth. In North America, natural
gas prices are more dependent on domestic factors, including weather, availability of substitute fuels,
and supply. All of these factors, both global and domestic, are beyond Australis’ control and may
substantially impact Australis’ ability to generate revenue from the production of oil or natural gas.
In 2015 and 2016 alone, crude oil and natural gas prices fluctuated significantly. There is a strong
likelihood that oil and natural gas prices will continue to fluctuate and lower prices may heavily
influence Australis’ exploration and production activity. This may also impact Australis’ ability to
acquire capital for existing and future projects.
If the Company begins producing, of which there is no guarantee, and the market price of oil and gas
sold by the Company were to be below the costs of production and remain at such a level for any
sustained period, the Company would experience losses and might have to curtail or suspend some
or all of its proposed activities. In such circumstances, the Company would also have to assess the
economic impact of any sustained lower commodity prices on the feasibility of advancing its projects
to production and the commercial recoverability of any existing reserves.

(e)

Exploration and development risks
Oil and gas exploration is a speculative investment and involves a high degree of risk.
There is no guarantee that exploration and development of the oil and gas concessions or leasehold
interests owned by Australis or any projects that the Company may acquire in the future, can be
profitably exploited. Section 3 contains information concerning wells in the TMS which are not in the
area of the TMS Leases; there is no guarantee these results are representative of the TMS Leases.
Oil, condensate, natural gas liquids and natural gas exploration and production activities are subject
to numerous risks, including the risk that drilling will result in dry holes or not result in commercially
feasible oil or natural gas production. Selecting a drilling location is influenced by the interpretation of
geological, geophysical, and seismic data, which is a subjective science and has varying degrees of
success. Other factors, including land ownership and regulatory rules, may impact the Company’s
decisions with respect to well locations. Further, no known technologies provide conclusive evidence
prior to drilling a well that oil or natural gas is present or may be produced economically. New wells
drilled may not be productive, or may not recover all or any portion of the Company’s investment in
such wells. Decisions to purchase, explore, develop or otherwise exploit prospects or properties will
depend, in part, on the evaluation of production data, engineering studies, and geological and
geophysical analyses, the results of which are typically inconclusive or subject to varying
interpretations. The cost of drilling, completing, equipping and operating wells is typically uncertain
before drilling commences.
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(f)

Reliance on key personnel
The Company’s success depends in large measure on certain key personnel. The loss of the services
of such key personnel may have a material adverse effect on Australis’ business, financial condition,
results of operations and prospects. The contributions of the existing management team to the
immediate and near term operations are likely to be of central importance. There can be no
assurance that Australis will be able to continue to attract and retain all personnel necessary for the
development and operation of business.

(g)

Funding risk
The Company may require capital in addition to the amount being sought in the Offer to continue
exploring and appraising its existing assets following the work program budget period (for
approximately 2 years in the case of the TMS Assets and approximately 3 years in the case of the
Portuguese Concessions). In the event that new opportunities are acquired, additional capital may be
required. Failure to obtain such financing on a timely basis could cause the Company to forfeit its
interest in any oil and gas concessions, miss certain acquisition opportunities and reduce or terminate
its operations. There is no assurance that the capital or debt markets will provide additional funding
on reasonable terms or at all. Uncertainty in domestic and international credit markets could materially
affect the Company’s ability to access sufficient capital for its capital expenditures and acquisitions
and, as a result, may have material adverse effect on the Company’s ability to execute its business
strategy and on its business, financial condition, results of operations and prospects. The possibility of
material dilution for shareholders also exists especially if equity raisings are completed during a
period of general market or company share price weakness.

(h)

Liquidity risk
There is no guarantee that an active market in the Shares will develop or that the price of the Shares
will increase. There may be relatively few buyers or sellers of Shares on the ASX at any particular
time. In addition, a significant portion of the Company’s Shares and Options will be Restricted
Securities, which may impact the liquidity of the market for the Company Securities.

(i)

Geopolitical, regulatory and sovereign risk
Exploration for and development, exploitation, production and sale of oil and natural gas is subject to
laws and regulations, including complex tax laws and environmental laws and regulations,
employment law and other laws. Existing laws or regulations, as currently interpreted or reinterpreted
in the future, or future laws or regulations could adversely affect the Company. Certain of these laws
may have material penalties and fines for instances of non-compliance. In addition to governmental
legal action, private parties may pursue legal actions to enforce these laws and regulations against
industry participants.
The Company’s assets are located in the United States and Portugal. As a result, they are subject to
each countries (and in the USA, each States) different environmental laws and regulatory
requirements.
Whilst Portugal and the USA are considered to be politically stable the Concessions and TMS Leases
held by the Company may be effected by any changes in government policy or legislation. The
Concession contract terms include rights to mitigate any law changes affecting the fiscal or economic
terms of the Concessions, however these rights are subject to negotiation and arbitration within
Portugal.
Further, field work on the Concessions requires ENMC approval, which is not guaranteed.
Changes in government regulations and policies may also adversely affect the financial performance
or the current and proposed operations generally of the Company. The ability to explore and develop
oil and gas concessions, as well as industry profitability generally, can be affected by changes in
government regulations policies or legislation in jurisdictions, that are beyond the control of the
Company and may also adversely affect the financial performance or the current and proposed
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operations of the Company. In order to be compliant, certain permits, approvals, and certificates must
be obtained and maintained and the cost of any of these may substantially increase from current
levels.
(j)

Hydraulic fracturing
Public debate exists regarding the potential sub surface and surface impact of hydraulic fracturing,
including concern about the impacts of hydraulic fracturing on drinking water. In addition, there are
many regulatory requirements to be adhered to. Additionally, hydraulic fracturing requires large
volumes of water (the availability and regulation of which may change over time) and there are costs
associated with water disposal that may be required should the Company produce water in its wells.
As more impacts of hydraulic fracturing are fully understood, it may be subject to additional
regulations or restrictions from local, state, or federal governmental authorities, resulting in increased
compliance costs. Any modification to the current requirements may adversely impact the value of the
Company’s assets and future financial performance.

(k)

Oil and gas estimates
Reservoir engineering is a subjective process that only provides an educated estimate of the volume
of underground reserves. Oil and gas estimates are not precise and are based on knowledge,
experience, interpretation and industry practice. Petroleum engineering is a subjective process of
estimating accumulations of oil and/or natural gas that cannot be measured in an exact manner and
which involves the use of assumptions which may ultimately not prove to be accurate. Different
variables can impact whether these reserves are economically recoverable, including changes with
respect to governmental regulations, commodity prices, and taxes. Resource estimates may change
significantly when new information becomes available. The Company’s actual revenues, expenses,
and production will likely vary from such estimates and such differences could be substantial.
There is a risk that the Company’s Prospective and Contingent Resources will not convert to
Reserves, and also that any future actual production with respect to Reserves may vary from such
estimates. Such variances could be material to the Company and its future profitability.
The estimated quantities of petroleum that may potentially be recovered by the application of a future
development project(s) relate to undiscovered accumulations. These estimates have both an
associated risk of discovery and a risk of development. Further exploration and evaluation is required
to determine the existence of a significate quantity of potentially moveable hydrocarbons.

(l)

Exchange rate risk
The revenues, expenses, earnings, assets and liabilities of the Company, as well as the listed price of
the Company Shares and, accordingly, your investment in the Company, may be exposed adversely
to exchange rate fluctuations. A majority of the Company’s expected expenditure will be in USD and
Euro. In the event the Company achieves commercial production, the Company’s possible future
revenues will be derived from USD and or Euro sales. Any appreciation of the AUD against the USD
or Euro effectively reduces the AUD value of that revenue. Further, any appreciation of USD or Euro
against the AUD will have a detrimental impact on the use of AUD funds raised for the purposes of
USA or Euro expenditure. The Company does not presently engage in currency hedging to offset any
risk of currency fluctuations however the current policy is to convert the majority of its cash balances
to United States dollars.

(m)

Commercialisation and access to infrastructure
Oil and gas exploration and development activities are dependent on the availability of drilling and
related equipment, (typically leased from third parties) in the particular areas where such activities will
be conducted and access to infrastructure. Demand for such limited equipment or access restrictions
may delay exploration and development activities or may require the Company to develop its own
infrastructure.
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Due to the location of the Concessions and TMS Leases and the nature of the oil and gas industry in
that geographic area, the Company’s oil and gas production may be sold to a limited number of
purchasers.
(n)

Environmental risk
The Company is subject to a number of laws and regulations to minimise the environmental impact of
any operations as well as rehabilitation of any areas affected by the Company’s operations. These
laws can be costly to operate under and can change further adversely affecting the Company. No
assurance can be given that current or future requirements under environmental laws will not result in
the cessation of exploration or production activities, the curtailment of production or a material
increase in the costs of production, development or exploration activities or otherwise adversely affect
Australis’ financial condition, results of operations or prospects. Penalties for failure to adhere to the
laws or in the event of environmental damage the penalties and remediation costs can be substantive.
In the areas in which the Company holds oil and gas interests, there exists regulations that include
amongst other requirements, the need for permits for drilling operations, drilling bonds and reports
concerning operations. In addition, there are rules and regulations governing conservation matters,
including abandonment of drilled wells.
The Company may require approval from relevant authorities before it can undertake activities that
may impact the environment, including drilling wells. Failure to obtain such approvals may prevent the
Company from achieving its business objectives.
Regulations may limit the rate at which oil and gas could otherwise be produced from the Company’s
leasehold interests and may restrict the number of wells that may be drilled on a particular lease or in
a particular field.
In connection with the TMS Assets, Louisiana and Mississippi are susceptible to hurricanes and other
extreme adverse weather conditions. Weather events have proven to cause substantial disruptions to
hydrocarbon production and as a result of such weather, the Company’s (i) facilities may be
substantially damaged and (ii) any oil and gas production may be reduced or interrupted entirely.

(o)

Competition
The Company competes with numerous other organizations in the search for, and the acquisition of,
oil and gas assets. The Company’s competitors include oil and gas companies that have substantially
greater financial resources, staff and facilities than those of the Company and a longer operating
history. The Company’s ability to increase its reserves in the future will depend not only on its ability
to explore and develop its current acreage and Concession areas, but also on its ability to select and
acquire suitable producing properties or prospects for exploratory drilling.
There is a risk that the Board is unable to acquire assets, in particular Core Proven Assets due to,
amongst other factors, competition.

(p)

Contract risk
The Company is a party to various contracts, including but not limited to those summarised in Section
10.
Whilst the Company will have various contractual rights in the event of non-compliance by a
contracting party, no assurance can be given that all contracts to which the Company is a party will be
fully performed by all contracting parties. Additionally, no assurance can be given that if a contracting
party does not comply with any contractual provision, the Company will be successful in enforcing
compliance. There are also counterparty bankruptcy, creditor, termination and operational risks.
Contracts, including the Concessions, to which the Company and its Subsidiaries are party, contain
various termination rights that could be triggered in the event that either party does not fulfil their
obligations under the applicable contract.
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Terminations of contracts are also likely to give rise to consequences under the relevant contact. For
example, in the event of termination of any Portuguese Concessions, any works, information,
equipment, instruments, facilities and other assets permanently linked to that Concession shall revert
to the state of Portugal, free of charge, cost or compensation to the Group.
There is no guarantee Australis will be able to secure purchasers for any oil and gas produced, on
favourable terms or at all. Where there are a limited number of purchasers, exposure to the credit risk
of each such purchaser and any outstanding accounts receivable from such purchaser may be
material. Additionally, should any such purchaser elect to reduce or curtail the volumes of oil and
natural gas it purchases, revenues may decline.
(q)

Expiration of Portuguese Concessions and TMS Leases
The Company holds an interest in Portuguese oil and gas Concessions which are subject to
conditions including expenditure commitments. If Australis fails to meet the specific requirements, the
agreement may terminate and/or the Company may be forced to relinquish part or all of its interest.
This may have a material effect on Australis business, prospects, financial condition or results of its
operations. In addition Australis will be required, in some circumstances, to relinquish 50% of the
Concession areas held during the exploration period if such areas are not under development. The
TMS Leases expire unless held by production (See Section 3.5).

(r)

Operating risks and insurance
Any future operations of the Company may be delayed or adversely affected by factors which are
beyond the control of the Company including but not limited to surface access restrictions, compliance
with current and new governmental requirements, technical issues, access to equipment, supplies,
personnel and transportation, delays in the commissioning of plant and equipment, adverse weather
conditions, environmental hazards, labour disputes or industrial accidents.
The overall nature of the oil and gas industry is hazardous and entails many inherent risks, including
(among other things) well blowouts, cratering, explosions, uncontrollable flows of hydrocarbons, fires,
formations with abnormal pressures, water shortages, crude oil spills, natural gas leaks, pipeline and
tank ruptures, unauthorised discharges or certain pollutants, encountering naturally occurring
radioactive material, and other hazards, risks, and pollutants. All of these hazards and risks create
substantial liabilities and may result in substantial losses.
Even if the Company maintains insurance on par with industry standards, such insurance will not fully
protect against all risks inherent in the Company’s activities, as full insurance coverage may not be
available or may be cost prohibitive. As a result, any losses the Company sustains may only be
partially covered by insurance, if at all.

(s)

Ability to exploit discoveries
It may not always be possible for the Company to participate in the exploitation of successful
discoveries made in the areas in which it has an interest. Such exploitation may involve the need to
obtain licences or approvals, including environmental approvals and authorisations, from relevant
authorities and may require conditions to be satisfied or the exercise of discretion by such authorities.
It may or may not be possible for such conditions to be satisfied.

(t)

Potential acquisitions
As part of its business strategy, the Company may undertake acquisitions of, or significant
investments in other oil and gas assets or companies with interests in oil and gas assets. Any such
transactions will be accompanied by risks commonly encountered in making such acquisitions as well
as risks such as access to additional capital.
Uncertainties abound with the acquisition of interests in properties, including (i) the amount of
recoverable reserves, (ii) development and operating costs, and (iii) potential environmental and other
liabilities. Even with careful due diligence, it may be impossible to ascertain certain environmental or
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structural problems such as pipeline corrosion or hazardous spills. This risk could have a negative
effect on future operations and the Company’s financial position.
Further, the JDA with Paloma provides for a preferential purchase such that if either party elects to
sell their interest directly to a third party, the selling party will first offer the interest on the same terms
to the other party. This includes asset sales, subsidiary sales and parent Company sales. However,
the TMS assets must make up greater than 25% of the transaction value before the right is triggered.
If the right is triggered for an acquisition of Paloma’s interest, it may elect to receive up to 33.3% of
the consideration in the form of Australis Shares, valued at 5% of the 30 day VWAP, subject to ASX,
Shareholder or other required approvals and consents.
(u)

Limited history
The Company was only recently incorporated and has limited operating and financial performance
history. No assurance can be given that the Company will achieve commercial viability through the
successful exploration of its oil and gas interests. The Company’s continued operation will be
dependent upon acquisitions and its ability to generate operating revenues and to procure financing
as and when required.

(v)

No guarantee any further rights can be obtained
There is no guarantee that Australis or its subsidiaries will be successful in obtaining any further
Portuguese Concessions in Portugal, TMS Leases or any other mineral rights or interests for which it
applies.

(w)

Risk of impairment write-downs
Accounting rules may require the Company to write-down the value of its properties for certain
impairments such as declining crude oil and natural gas prices, increased development costs, or poor
drilling results. This could substantially impact the Company ability to borrow funds for future capital
expenditures and may negatively impact the ability to distribute funds.

(x)

No basis for forecast financial information
Due to the fact that the Company is an early stage exploration company and has not commenced
production, the Company has no basis on which to prepare forecast financial information.

6.2

General risks

(a)

Share price and investment risk
The market price of Shares will be determined by the share market and will be influenced by a range
of factors outside the control of the Company including fluctuations in the Australian and international
share markets, economic activity and outlook, interest rates, exchange rates and other non-economic
factors.
There is a risk that the Shares of the Company or the Company’s investments will fall in value over
the short or long term. Stock markets tend to move in cycles, and so the prices of the Company’s
Shares may fluctuate and under perform other asset classes over time. Investors in the Company are
exposed to this risk through their holding in the Company. In addition, the Shares may trade on ASX
at a discount to net asset value per Share.
Share market conditions may affect the value of the Shares regardless of the Company’s operating
performance. Share market conditions are affected by many factors such as:
(i)

general economic outlook;

(ii)

interest rates and inflation rates;
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(iii)

currency fluctuations;

(iv)

changes in investor sentiment toward particular market sectors;

(v)

short selling and other trading activities;

(vi)

the demand for, and supply of, capital; and

(vii)

terrorism or other hostilities.

The market price of Shares can fall as well as rise and may be subject to varied and unpredictable
influences on the market for equities in general. Neither the Company nor the Directors warrant the
future performance of the Company or any return on an investment in the Company.
(b)

Dividend
There is no guarantee that dividends will be paid on Shares in the future, as this is a matter to be
decided by the Board in its discretion and the Board’s decision will have regard, amongst other things,
to the financial performance and position of the Company, relative to its capital expenditure and other
liabilities.

(c)

Force majeure events
Events may occur within or outside Australia that could impact up on the global and Australian
economies, the operations of the Company and the price of the Shares. These events include but are
not limited to acts of terrorism, an outbreak of international hostilities, fires, floods, earthquakes,
labour strikes, civil wars, natural disasters, outbreaks of disease or other man-made or natural events
or occurrences that can have an adverse effect on the demand for the Company’s products and its
ability to conduct business.

(d)

Taxation risk
Future legislation may result in the elimination of certain U.S. federal income tax deductions that are
currently applicable to exploration and production activities and/or the imposition of new or increased
taxes affecting such activities.
Tax rules or their interpretation in relation to equity investments may change. Both the level and basis
of taxation may change. The treatment of dividends and franking credits may also change particularly
if tax rates change. Furthermore, an investment in the Shares involves tax considerations which may
differ for you depending on your personal financial circumstances. You are therefore encouraged to
seek professional tax advice in connection with any investment in the Company.

(e)

Speculative nature of investment
The Directors and management of the Company will, to the best of their knowledge, experience and
ability (in conjunction with senior management) endeavour to anticipate, identify and manage the risks
inherent in the activities of the Company, with the aim of eliminating, avoiding and mitigating the
impact of risks on the performance of the Company and its business operations. The ability of the
Directors and management to do so may be affected by matters outside their control and no
assurance can be given that the Directors and management of the Company will be successful in
these endeavours.
The above list of risk factors ought not to be taken as exhaustive of the risks faced by the Company or
investors. The above factors, and others not specified, may in the future materially affect the financial
performance of the Company and the value of Shares.
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7

Attorney Reports on Group Oil & Gas Assets (2 Reports)
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Technical Expert Reports (2 Reports)
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Investigating Accountant’s Report
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10 Material Contracts
The material contracts of the Group are set out below. Agreements set out in the Section 10 are, on
their face, enforceable and legally binding in accordance with their terms. In addition to the
Consultant Incentive set out below, the material contracts of Australis Portugal are set out in the
Cuatrecasas Goncalves Pereira Report in Section 7.
A brief overview of where to find the material contracts in this Section is set out below:
Section number

Contract name

Page number

10.1

Lead Manager’s Mandates

254

10.2

Share Purchase Agreement

255

10.3

Portuguese Concession Contracts

255

10.4

Consultant Incentive – Working Interest Option and Free
Carried Interest Agreement with Topanga Resources Inc

255

10.5

Purchase and Sale Agreement (PSA)

258

10.6

Joint Development Agreement (JDA) – TMS

261

10.7

Joint Operating Agreement (JOA) – TMS

265

10.8

TMS Leases

268

10.9

TMS Leases Assignment

268

10.10

Executive Services Agreement – Mr Ian Lusted

269

10.11

Executive Services Agreement – Mr Graham Dowland

271

10.12

Executive Services Agreement – Malcolm Bult

272

10.13

Executive Services Agreement – Julie Foster

273

10.14

Executive Services Agreement – Michael Verm

274

10.15

Australis Employee Equity Incentive Plan

276

10.16

Securityholder Deeds

277
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10.1 Lead Manager’s Mandates
The Company has agreed to appoint the Lead Manager as the sole lead manager and sole
bookrunner to the Offer. The key terms of the IPO Mandate are set out in the table below.
IPO Mandate
Fees

As consideration for the services under the IPO Mandate, the Company
will pay the Lead Manager a capital raising and management fee of 4%
plus GST of the gross cash proceeds raised under the Offer of which the
Lead Manager must pay from that fee, to the Co-Lead Manager, an
amount equal to:


3.60% of the gross cash proceeds received under the Offer from a
pre-defined list of institutions (Agreed List);



0.40% of the gross cash proceeds received under the Offer from
institutions other than those named in the Agreed List; and



100% of that part of the fee referable to the gross cash proceeds
received under the Offer from sophisticated individual and retail
clients of the Co-Lead Manager under the Broker Firm Offer.

In addition, the Company has agreed to reimburse the Lead Manager for
all reasonable out of pocket expenses incurred in performing its role. The
Company’s consent will be sought prior to incurring any single expense or
items in aggregate exceeding $5,000 (excluding GST).
Term and Termination

The appointment of the Lead Manager under the IPO Mandate will
continue indefinitely but may be terminated by the Company or the Lead
Manager at any time, with or without cause, by giving the other party one
months’ notice in writing.
If the Company terminates the IPO Mandate as a result of a material
breach by the Lead Manager of its obligations to the Company under the
IPO Mandate which:
(a)

if capable of remedy, is not remedied within 15 days of the
Company notifying the Lead Manager of the breach; or

(b)

is not capable of being remedied,

the Lead Manager will only be entitled to any fees that have accrued as at
the date of termination and no other fees.
If the Company terminates the IPO Mandate in any other circumstances,
then if at any time within 9 months after the termination:
(a)

a transaction which is substantially similar to a transaction
contemplated by the IPO Mandate (being the Offer) is completed
within that period, or

(c)

the Company (or a related entity of the Company) enters within that
period into an agreement which contemplates a transaction the
subject of the IPO Mandate and any such transaction is later
completed (whether or not such completion is within that period),

then the Lead Manager is entitled to 50% of the fees outlined above
under the IPO Mandate.
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IPO Mandate
Other material terms

The IPO Mandate also contains other standard clauses customary to an
agreement of this nature, including an indemnity from the Company to the
Lead Manager, its associates and related parties, and their directors,
agents and employees against (broadly) any losses arising in connection
with the agreement or the services to be provided under it.

The Company has also entered into a corporate advisory mandate with the Lead Manager, and has
consented to the Lead Manager’s appointment of the Co-Lead Manager under a Co-Lead Manager
IPO mandate between the Lead Manager and the Co-Lead Manager. The fees paid or payable in
respect of the Lead Manager’s IPO Mandate and the Co-Lead Manager’s IPO mandate are set out in
the third column of the table contained in Section 11.4. The fees paid in respect of the Lead
Manager’s corporate advisory mandate are included in the amount relating to the Lead Manager set
out in the second column of the table in Section 11.4.
10.2

Share Purchase Agreement
This agreement resulted in the acquisition of Portuguese Concessions which were held by a separate
corporate group. See Section 11.2.

10.3 Portuguese Concession Contracts
These contracts set out the exclusive rights of Australis Portugal to explore, develop and produce oil
and gas in the Portuguese Concessions. See the summaries in part 3 of the Cuatrecasas Goncalves
Pereira Report in Section 7.
10.4 Consultant Incentive – Working Interest Option and Free Carried Interest Agreement with
Topanga Resources Inc
On 1 July 2014 Australis Portugal and Topanga entered into a Consultancy Agreement. The
Consultancy Agreement provided Topanga with an option to acquire a 3% Working Interest in the
Portuguese Concessions upon award of the Concessions to Australis Portugal. The Option and Free
Carried Interest Agreement (Consultant Incentive) establishes the terms upon which Topanga can
exercise its option to acquire the Working Interest, Australis Portugal’s free carry and buy out rights as
well as Topanga’s participation rights.
Parties
Commencement Date
Free Carry

Australis Portugal and Topanga
27 May 2016
Australis Portugal is to pay all costs incurred in respect of the work
undertaken in respect of the Concessions (Carried Costs) until the costs
meet or exceed $20,000,000 (Free Carried Amount).
Once the Free Carried Amount has been met, Topanga will be required
to pay its share of all costs and expenses associated with the
Concessions and any activities conducted in respect of the Concessions.
The Carried Costs include fees, costs and expenses incurred in
connection with:


work programs submitted to any relevant government agencies;



exploration, appraisal, development and production operations and
activities;



the acquisition of any data and information relating to the
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concessions;

Terms of option



Australis Portugal’s
functions; and

overhead,

general

and

administrative



direct costs associated with Australis Portugal’s representatives
attending or participating in meetings outside of Australia.

Topanga may exercise the option to acquire the Working Interest at any
time during the option period by written notice to Australis Portugal and
payment of the purchase price.
The option period is a period of 30 days following Australis Portugal
notifying Topanga that the Free Carried Amount has been met or
exceeded.
The purchase price payable by Topanga comprises:


a cash payment of US$10.00; and



Topanga’s working interest share of any fees, costs and expenses
incurred by Australis Portugal in connection with the Concessions
which exceed the Free Carried Amount.

Additional Concession

The parties agree that if Australis Portugal’s initial application for the
Cadaval Concession is successful, the Consultant Incentive will be
varied to include the additional Concession and the Free Carried Amount
will be increased from $20,000,000 to $30,000,000.

Terms of completion if
option is exercised

Upon the option being exercised, the parties must enter into a contract of
sale and transfer.
The contract of sale and transfer will be completed when the following
conditions are met:


receipt of all approvals, authorisations, consents and permits as
are required for the sale and transfer of the interest from Australis
Portugal to Topanga;



written advice from a qualified Portuguese legal practitioner that
the transfer can occur in accordance with the parties’ agreed terms
and there is no actual or threatened litigation or other legal
impediments to the sale and transfer; and



any required third party consents have been obtained.

These conditions must be satisfied within 3 months of Topanga
exercising its option. If the parties fail to satisfy the conditions and do not
reach an alternative agreement within a further month, Australis Portugal
can exercise its buy out right.
Execution of a Joint
Operating Agreement

The parties must execute a joint operating agreement (JOA) within 3
months of the execution of the Consultant Incentive, which is to be based
on the 2012 AIPN Model Form Joint Operating Agreement and will be
effective from the date upon which the option to acquire the interest is
completed. Under the JOA, Australis Portugal is to be Operator and the
participating interests of the parties will be 97% to Australis Portugal and
3% to Topanga.

The Company’s right to

If completion of the option to acquire does not occur in accordance with
the Consultant Incentive, Australis Portugal has the right to buy
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buy out Topanga

Topanga’s Working Interest. The sale and purchase of Topanga’s
Working Interest must occur within 60 days of the parties agreeing on the
fair market value of the Working Interest. The price payable by Australis
Portugal is the fair market value of the Working Interest less 50% of all
costs associated with the buyout.

Topanga’s participation Unless Topanga exercises its option and the parties complete the sale
rights and transfer of a Working Interest to Topanga, Topanga is entitled to
receive a pro rata share of cash proceeds received by Australis Portugal
from the sale of any of the Concessions, shares in Australis Portugal or
any hydrocarbons produced from the concessions (Participation
Events), but is also required to fund its pro rata share of costs.
The price payable under a Participation Event is the fair market value as
agreed by the parties (or a valuer), net of all costs and liabilities
associated with the sale in proportion to each of the parties’ respective
Working Interests.
Farmin rights Australis Portugal has the right to enter into Farmin arrangements with
third parties to complete work and incur expenditure on the Concessions,
provided that Topanga’s rights under the Consultant Incentive are
preserved.
Assignment by Australis Portugal may assign any or all of its interest prior to the exercise
Australis Portugal of the option and completion of the sale and transfer. This can be done
without Topanga’s prior written consent provided that:


there is a corresponding assignment of Australis Portugal’s rights,
title and interests in and to the Consultant Incentive; and



the third party assignee agrees to enter into an agreement with
Topanga to assume Australis Portugal’s duties and obligations
under the Consultant Incentive.

Assignment by Topanga may assign any or all of its interest under the Consultant
Topanga Incentive prior to the exercise of the option and completion of the sale
and transfer provided that:


Topanga provides written notice to Australis Portugal specifying
the identity of the proposed assignee and provides an option for
Australis Portugal to make an offer to purchase its interest on the
same terms and conditions;



within 40 days of receipt of the sale notice, Australis Portugal has
elected not to purchase Topanga’s interest; and



the prior written consent of Australis Portugal is obtained to the
assignment.

Applicable law The Consultant Incentive is governed by the laws of Western Australia.
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10.5 Purchase and Sale Agreement (PSA)
The PSA was the agreement pursuant to which ATM obtained a 50% Working Interest in the TMS
Leases. The TMS Leases are summarised in Section 3.5(h) and the BETA Land Services Report in
Section 7.
Parties

Paloma and ATM (each a Party, or collectively Parties).

Description

Purchase and Sale Agreement (as such agreement was amended pursuant
to that certain amendment dated 13 April 2016) (PSA) dated 8 December,
2015, but effective as of 1 December, 2015 (the Effective Time).

General Purpose

ATM, as buyer, acquired from Paloma, as seller, an undivided 50% of
Paloma’s right, title and interest in and to certain oil and gas interests
located in the States of Louisiana and Mississippi, USA (Paloma’s right, title
and interest in and to such items, the Assets, and the undivided 50%
interest therein acquired by ATM, the Conveyed Interests), effective as of
Effective Time.

Certain pre-Closing
Items Related to
Material PostClosing Obligations

Pursuant to the PSA, Paloma made certain representations and warranties
to ATM regarding (i) Paloma’s corporate form, (ii) Paloma’s authorization to
enter into the PSA and consummate the transactions described therein, and
the absence of conflicts created by the execution of the PSA and the
consummation of such transactions, (iii) the enforceability of the PSA
against Paloma, (iv) the payment of taxes and filing of tax returns by
Paloma with respect to the Assets, (v) the absence of bankruptcy
proceedings against Paloma, and (vi) no responsibility of ATM for any
brokers’ fees incurred by Paloma in connection with the transaction
(collectively, the Fundamental Representations), as well as other industry
standard representations and warranties regarding Paloma and the Assets
(collectively, the Other Representations).
Pursuant to the PSA, ATM made certain representations and warranties to
Paloma regarding its ability to enter into the transaction, the availability of
funds sufficient to pay the Purchase Price and other matters about which
buyers in USA upstream oil and gas transactions customarily make
representations.

Purchase Price

The aggregate purchase price for the Conveyed Interests was
US$16,000,000 (the Total Purchase Price). The Total Purchase Price was
paid by ATM to Paloma in the following increments: (i) US$1,000,000 as a
deposit within 7 days after the Execution Date, (ii) US$6,000,000 paid to the
Escrow Agent at the First Closing (defined below), which amount was then
subsequently delivered to Paloma at the Second Closing (defined below),
and (iii) US$9,000,000 paid directly to Paloma at the Second Closing.

First Closing and
Second Closing

The PSA provided for ATM’s acquisition of the Conveyed Interests to take
place through the use of two sequential closings. Each closing was to
occur upon the satisfaction and/or waiver of certain closing conditions,
including, in the case of ATM, a closing condition associated with the ability
of ATM to secure financing required in connection with the transaction.
The first of such closings took place on January 22, 2016, on which date (i)
ATM paid the US$6,000,000 payment described above into an escrow
account maintained by JPMorgan Chase Bank, N.A. (Escrow Agent) under
the terms of an Escrow Agreement entered into between the Parties and
the Escrow Agent as of the Execution Date (the Escrow Agreement), and
(ii) ATM and Paloma executed certain other closing deliverables, including
an assignment from Paloma in favor of ATM of an undivided 20% interest in
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the Assets, and all such documents were delivered to the Escrow Agent to
be held in escrow pursuant the terms of the PSA and the Escrow
Agreement (the First Closing). The PSA provided that, should the Second
Closing occur, then (a) the amount funded by ATM to the Escrow Agent at
First Closing would be disbursed to Paloma, and (b) the Escrow Agent
would destroy all documents in its possession that related to the First
Closing. Had the First Closing not occurred because ATM was unable to
secure funding to make the US$6,000,000 payment, ATM would not have
been obligated to participate in the First Closing, but Paloma would have
been entitled to the US$1,000,000 deposit.
The second such closing took place on May 18, 2016, on which date: (i)
ATM paid Paloma the remaining US$9,000,000 payment described above,
(ii) ATM and Paloma executed certain other closing deliverables, including
an assignment from Paloma in favor of ATM of an undivided 50% interest in
the Assets, and (iii) the Parties directed the Escrow Agent to (a) disburse to
Paloma the amounts held in escrow since the First Closing, and (b) destroy
all escrowed documents in its possession (the Second Closing). The
transfer instruments and other documents delivered at Second Closing
completely replaced the documents delivered at First Closing.
Had the Second Closing not occurred because ATM was unable to secure
funding to make the US$9,000,000 payment and fund working capital
requirements associated with the acquired interests, the Parties could have
elected to treat the First Closing as the final closing of the transaction, in
which case (i) the Total Purchase Price would have been reduced to
US$7,000,000 (from US$16,000,000), (ii) the Conveyed Interests would
only equal an undivided 20% of the Assets (as opposed to 50%), and (iii)
the Parties would have directed the Escrow Agent to disburse to (a) Paloma
the amounts held in escrow since the First Closing, and (b) each of the
Parties one original of each of the escrowed documents in its possession
from the First Closing, which then would have been applicable and effective
as between the Parties.
However, as a result of the successful consummation of the Second
Closing, ATM now owns an undivided 50% in the Assets for a Total
Purchase Price of roughly US$16,000,000 (subject to certain customary
purchase price adjustments). All references to the Closing herein relate to
the Second Closing.
Title and
Environmental
Defect Mechanisms

The PSA contained industry standard title defect and environmental defect
mechanisms. These defect mechanisms allowed ATM, in the period
between the Execution Date and First Closing, to conduct title diligence and
certain environmental diligence activities with respect to the Assets. Should
any defects be found by ATM prior to First Closing that reduced Paloma’s
stated quantum of interest in the Assets or that showed violations of
environmental laws or environmental conditions that required remediation
with respect to the Assets, then, subject to certain de minimis thresholds
and deductibles that apply under the PSA to the title and environmental
defect mechanisms, ATM would have been entitled to certain remedies
from Paloma under the PSA. ATM delivered no notices of environmental
defects to Paloma and delivered title defect notices to Paloma with respect
to six alleged title defects; however, the aggregate title defect values of
those alleged title defects fell below the deductible applicable to the title
defect mechanism, and as a result, ATM was not entitled to any remedy
with respect to such alleged defects.

Final Settlement
Statement

On or before 15 September, 2016, Paloma will prepare and deliver to ATM
a final settlement statement which sets forth the final adjusted purchase
price. Within 30 days after its receipt of the final settlement statement, ATM
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may provide Paloma a written report containing any proposed changes to
the final settlement statement.
Once the final adjusted purchase price is mutually agreed by the Parties or,
if the Parties are unable to agree on the final adjusted purchase price, is
determined by a third party accounting arbitrator, the difference between the
final adjusted purchase price and the purchase price paid by ATM to
Paloma at the Closing (if any), shall be paid to the Party that either overpaid
or was underpaid, as applicable, by the other Party.
Assumption and
Indemnification

From and after the Closing and subject to ATM’s indemnification rights in
the PSA (including those described herein), ATM assumed and agreed to
fulfil all obligations and liabilities with respect to the Conveyed Interests,
regardless of whether such obligations or liabilities arose prior to, on or after
the Effective Time, but less and except certain tax liabilities relating to the
period prior to the Effective Time (all of said obligations and liabilities, but
subject to such exclusions, the Assumed Obligations).
Effective as of the Closing, Paloma agreed to indemnify ATM from and
against any and all liabilities, arising from, based upon, related to or
associated with the following: (i) any breach by Paloma of its Fundamental
Representations (which indemnity obligation survives the Closing until 30
days after the applicable statute of limitations period); (ii) any breach by
Paloma of its Other Representations (which indemnity obligation survives
the Closing until 18 February, 2017); (iii) any breach by Paloma of any of its
covenants or agreements contained in the PSA (which indemnity obligation
survives the Closing until 30 days after the applicable statute of limitations
period); (iv) certain assets of Paloma that would have been Assets, but
were expressly retained by Paloma pursuant to the terms of the PSA (which
indemnity obligation survives the Closing without time limit); (v) the preEffective Time tax liabilities described above which are carved out of the
Assumed Obligations as described above (which indemnity obligation
survives the Closing until 30 days after the applicable statute of limitations
period); (vi) personal injury or death relating to the operation of the Assets,
to the extent arising out of or attributable to the period of time prior to the
Effective Time (which indemnity obligation survives the Closing without time
limit); (vii) the disposal or transportation of certain hazardous substance
from the Assets to any location not on the Assets in violation of any
applicable environmental law, to the extent arising out of or attributable to
the period of time that (a) is prior to the Effective Time and (b) was during
Paloma’s period of ownership of the Assets (which indemnity obligation
survives the Closing without time limit); or (viii) the payment, underpayment,
or non-payment of (a) royalties and other burdens payable out of
production, in each case, to the extent attributable to sales of Hydrocarbons
produced from the Assets prior to the Effective Time, or (b) costs
attributable to the ordinary course of business operation of the Assets
(provided that ordinary course of business does not include, among other
things, personal injury, death or property damage, obligations to plug and
abandon wells, or remediation of environmental defects) up to the Effective
Time (which indemnity obligations each survive the Closing without time
limit).
Paloma’s indemnification obligations in the PSA are subject to the following
limitations: Paloma shall have no liability with respect to (i) breaches of its
Other Representations (a) unless the individual liability resulting from any
such single breach is in excess of US$4,680, (b) until the aggregate
liabilities above the aforementioned threshold resulting from all such
breaches exceeds, in the aggregate, US$320,000, and then only to the
extent such liabilities exceed US$320,000, and (c) in excess, in total, of
US$4,000,000, and (ii) all indemnification obligations contained in the PSA
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to the extent the applicable liabilities exceed US$16,000,000.
Effective as of the Closing, ATM agreed to indemnify Paloma from and
against any and all liabilities, arising from, based upon, related to or
associated with the following: (i) any breach by ATM of its representations
or warranties contained in the PSA (which indemnity obligation survives the
Closing until 30 days after the applicable statute of limitations period); (ii)
any breach by Buyer of any of its covenants or agreements contained in the
PSA (which indemnity obligation survives the Closing until 30 days after the
applicable statute of limitations period); or (iii) the Assumed Obligations
(which indemnity obligation survives the Closing without time limit).
Paloma’s Title to the
Conveyed Interests

Paloma made no warranty or representation in the PSA with respect to title
to any of the Conveyed Interests, and ATM’s sole remedy for any title defect
(i) prior to the First Closing was the title defect mechanism discussed above
and (ii) from and after the Closing is pursuant to a special warranty of title
contained in the assignments of the Conveyed Interests delivered by
Paloma to ATM at Closing. The aforementioned special warranty only will
provide ATM a remedy if the title defect was created by Paloma or Paloma’s
actions or omissions, and is a limited warranty of title.

Governing Law

The PSA is governed by Texas law and exclusive venue is in Harris County,
Texas. The Parties have waived all rights to a jury trial.

Equity Raising
Indemnity

Under a side letter dated 8 December 2015 between Paloma and the
Company, the Company indemnifies Paloma, and certain persons
associated with Paloma, from any liabilities relating to, arising out of or in
connection with any claims, demands, or causes of action brought by any
third party arising out of, in connection with, or resulting from disclosures
made pursuant to any equity raisings conducted in order to fund the
purchase price under the PSA and to support the activities and
commitments of ATM under the PSA, the JDA and for other purposes (all
such activities conducted prior to Second Closing). The indemnity expires
two years after Second Closing other than in respect of any bona fide claim
asserted prior to that date.
The side letter is governed by the laws of Western Australia.

10.6 Joint Development Agreement (JDA) – TMS
The JDA governs the rights of Paloma and ATM in relation to the funding, exploration, development
and operation of the TMS Leases.
Parties

Paloma and ATM (each a Party, or collectively Parties).

Description

Joint Development Agreement, dated 18 May, 2016, but effective as of 21
January, 2016 (JDA).

General Purpose

The Parties entered into the JDA to memorialize their relative rights and
obligations with respect to the funding, exploration, development and
operation of those oil and gas interests in which each Party has an
ownership interest that are located in an area that covers portions of St.
Helena, Tangipahoa and Washington Parishes, Louisiana and Amite and
Pike Counties, Mississippi and is more particularly described in the JDA
(such area, the JDA-AMI Area, and all such oil and gas interests, the
Development Assets).
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Ownership

As of the Effective Date, each of Paloma and ATM has a 50% Participating
Interest Share under the JDA. Should either Party transfer any of its
interests in the Development Assets during the term of the JDA, the Parties’
respective Participating Interest Shares will be reallocated to reflect the
transfer.

Annual Work
Program and Budget

Prior to the beginning of each calendar year during the term of the JDA, the
Parties will seek to agree upon an Annual Land and Leasing Budget and
an Annual Development Plan for such calendar year. Approval of an
Annual Land and Leasing Budget and an Annual Development Plan
requires the unanimous consent of the Parties. Together, the Annual Land
and Leasing Budget and Annual Development Plan for each calendar year
are referred to as the Annual Work Program and Budget for that calendar
year.
Each Annual Land and Leasing Budget will include, among other things, the
following for the relevant calendar year: (i) the acquisition of additional
leases, lease renewals and top leases in the JDA-AMI Area by the Parties;
and (ii) the aggregate estimated lease maintenance actions, costs and
expenses to be incurred by the Parties in connection with the foregoing
(including any allocable general and administrative expenses of the
Operator related to the foregoing).
Each Annual Development Plan will include, among other things, the
following activities for such calendar year: (a) the minimum number of wells
to be drilled, other operations to be conducted by the Parties, and the
estimated costs related to the foregoing, broken down by each calendar
quarter; and (b) an itemized list of projects or portions thereof that are
contemplated to be part of such operations (including any allocable general
and administrative expenses of the Operator related to the foregoing).
Approval of an Annual Land and Leasing Budget and/or Annual
Development Plan shall (i) authorize the applicable Operator to (a)
exclusively undertake the activities described therein on behalf of the
Parties, and (b) expend up to 110% of the budgeted costs set forth in each
line item of the relevant budget, but subject to an aggregate limit of 105% of
the total costs set forth in the relevant budget, and (ii) be binding and
commit each Party to participate as to its entire (a) Participating Interest
Share in the Acquisition Activities contemplated in the Annual Land and
Leasing Budget, and/or (b) Working Interest share in all operations in the
Annual Development Plan, as applicable.
Whether or not the Parties approve an Annual Land and Leasing Budget for
a calendar year, either Party may propose additional acquisitions within the
JDA-AMI, but the Parties’ participation in such acquisitions will be optional
and governed by the Area of Mutual Interest provisions described below.
In each calendar year for which the Parties have approved an Annual
Development Plan, no Party may propose any development operation
outside of the approved Annual Development Plan.
Should the Parties be unable to agree upon an Annual Development Plan
for any calendar year, then either Party may propose development
operations in the JDA-AMI (provided that no Party can propose operations
that would (i) require the use of more than one drilling rig at any time during
the calendar year (unless the development operation is necessary to
maintain a lease that is near expiration, in which case one additional rig
may be utilized), (ii) result in more than two drilled and uncompleted wells
anywhere on the JDA-AMI Area, or (iii) result in more than one site being
hydraulicly fractured at any time on the JDA-AMI Area), and should the nonproposing Party elect to not to participate in such proposed development
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operation, such non-consenting Party may be required to forfeit its interest
in certain Development Assets related to such development operation.
The Annual Land and Leasing Budget for both 2016 and 2017 have been
agreed by the Parties and are attached as exhibits to the JDA. The Parties
agreed that no development activities would take place in 2016.
Operating Committee

An operating committee, composed of two representatives from each Party,
is required to meet once per calendar quarter to discuss (i) the progress of
development operations and acquisition activities, (ii) any changes to the
Annual Work Program and Budgets and future development operations and
acquisition activities, and (iii) other matters as proposed by members of the
Operating Committee.

Joint Operating
Agreements

Except where a Unit JOA is in place, all Development Assets in the JDAAMI Area shall be deemed to be subject to and governed by a joint
operating agreement in the form attached to the JDA (the Master JOA).
Prior to the commencement of any development operation for any well to be
drilled in the JDA-AMI Area, the Parties will enter into a joint operating
agreement in the form of the Master JOA with respect to such well and the
leases and lands associated with such well (a Unit JOA). In the event any
portion of the JDA-AMI Area is governed by an existing joint operating
agreement with a third party, the provisions of such existing joint operating
agreement shall apply as to all development operations conducted on or
with respect to such portion of the JDA-AMI Area; provided that, as between
the Parties, each such joint operating agreement will be subject to the terms
of the JDA.

Operatorship

Paloma is designated as the initial Operator for the Development Assets
under the JDA, the Master JOA and each Unit JOA; provided, however, that
at any time after 21 January, 2018, with 60 days’ prior written notice to
Paloma, ATM shall be entitled to assume the role of Operator under the
JDA, the Master JOA, and under each other joint operating agreement in
the JDA-AMI for which Paloma serves as operator. The Party that is not the
Operator is sometimes referred to herein as the Non-Operator.
The Operator shall conduct all development operations and acquisition
activities (i) in compliance with all applicable laws, (ii) in accordance with
the terms and conditions of the oil and gas leases upon which such
development operations are conducted, (iii) pursuant to the terms and
conditions of the JDA, any applicable joint operating agreement and any
other contracts entered into in furtherance of development operations, and
(iv) as a reasonable and prudent operator in a good and workmanlike
manner, with due diligence and dispatch, and in accordance with good
oilfield practice.
The Party serving as Operator may only be removed from its role as
Operator under the Master JOA or any other joint operating agreement as
may be provided in such agreement. If such Party is so removed from its
role as Operator, then such Party will be deemed to have resigned as
Operator under the remaining applicable joint operating agreements and the
JDA, and the other Party shall thereafter be deemed to be the Operator.

Midstream
Investments

In the event a Party (an Investing Party) is considering an investment in
midstream infrastructure and/or assets located in the JDA-AMI Area that will
service the Development Assets (a Midstream Investment), the Investing
Party shall consult with the other Party regarding a potential joint investment
in such Midstream Investment. When the Investing Party is ready to make
a formal offer with respect to the Midstream Investment, it shall provide a
written notice to the other Party, who will have 60 days after receipt to elect
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whether to participate in the Midstream Investment.
Transfers and
Preferential Rights

Subject to the Preferential Right (described below), the JDA contains no
restrictions on a Party’s ability to transfer all or a portion of such Party’s
equity interests or undergo a change in control. Additionally, each Party is
permitted to transfer all or an undivided interest in the Development Assets
if (i) in the case of transfers by the Operator, the transferee has the
(a) financial capability to perform its payment obligations under the JDA and
(b) the technical capability to conduct operations (if applicable) or, if the
transferee will not be the Operator, to fulfil the role of a Non-Operator, and
(ii) in the case of transfers by the Non-Operator, the transferee has the
financial capability to perform its payment obligations and the technical
capability to perform its role as Non-Operator.
Any (i) transfer of all or an undivided portion of a Party’s interest in the
Development Assets and (ii) change in control of a Party (other than a
change in control of a Party’s ultimate parent company) shall, in each case,
be subject to the non-transferring Party’s right to acquire the interest in the
Development Assets that were to be directly or indirectly transferred on the
same terms and conditions of the proposed transfer or change in control
(the Preferential Right). In the case of a change in control or transfer for
non-cash consideration, the non-transferring Party shall have the right to
acquire the applicable interest in the Development Assets for the cash value
attributable to such Development Assets under the applicable change in
control or non-cash transfer transaction documents. If the Parties disagree
on the applicable cash value, the Parties may refer such dispute to an
independent expert for a determination of the cash value.
Should ATM ever exercise its Preferential Right with respect to Paloma’s
interest in the Development Assets, Paloma has the right, subject to
applicable laws, including the ASX listing rules, to require ATM to pay up to
one-third of the consideration to Paloma in the form of shares of the
ultimate parent of ATM.
The Preferential Right does not apply with respect to any change of control
in which the Development Assets make up less than 25 percent of the cash
value of the relevant transaction.

Area of Mutual
Interest

From 21 January, 2016 until 21 January, 2023 (the AMI Period), the JDAAMI Area shall be an area of mutual interest with respect to each Party’s
acquisition of additional oil and gas interests in the JDA-AMI Area. During
the AMI Period, if a Party acquires any interest from a non-affiliate in any oil
and gas interests in the JDA-AMI Area (other than oil and gas interests in
the JDA-AMI Area acquired pursuant to any transaction in which the oil and
gas interests in the JDA-AMI Area comprise less than 25% of the value of
the transaction), the acquiring Party will provide notice to the other Party of
all such acquired interests acquired by the acquiring Party in the preceding
calendar month. The other Party shall have the right to acquire its
undivided Participating Interest Share in each acquired interest by written
election within 30 days after its receipt of the relevant notice. As noted
above, where any such acquisition is included in a then-approved Annual
Land and Leasing Budget, the other Party shall be required to acquire its
Participating Interest Share of the relevant acquired interest, and shall not
have the option to decline such acquisition.

Defaults

Should any Party default on its obligation to pay its share of costs under the
JDA, and such default remains outstanding more than 30 days following the
defaulting Party’s receipt of a notice of such default, then, until the default is
cured: (i) such unpaid amounts shall bear interest at LIBOR + 5%; (ii) the
defaulting Party shall have no right to (a) vote or make elections under any
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relevant joint operating agreement, (b) attend any Operating Committee
meetings, (c) access any data related to any operations conducted under
the JDA, (d) transfer any Development Assets, (e) undergo any change in
control, (f) withhold consent to any transfer by the non-defaulting Party, or
(g) elect to acquire any interests pursuant to the Area of Mutual Interest;
and (iii) the non-defaulting Party have the right to take the entirety of the
defaulting Party’s share of any hydrocarbons produced from the
Development Assets.
Term and Governing
Law

The JDA shall terminate upon the earlier to occur of (i) 21 January, 2020
and (ii) the mutual agreement of ATM and Paloma. However, the
provisions of the JDA described above in the sections entitled “Area of
Mutual Interest”, “Joint Operating Agreements”, and Midstream
Infrastructure Projects shall survive until 21 January, 2023.
The JDA is governed by Texas law and the exclusive venue for disputes is
Harris County, Texas. The Parties additionally waive their rights to a jury
trial.

10.7 Joint Operating Agreement (JOA) – TMS
The Master JOA provides a form of joint operating agreement covering the Development Assets/TMS
Leases, which can be tailored as a Unit JOA associated with any individual well.
Parties
Description

Paloma and ATM (each a Party, or collectively Parties).
Joint Operating Agreement, dated 18 May, 2016 (Master JOA)
The rights, obligations and remedies of the Parties under the Master JOA
are expressly subject to the JDA.

General Purpose

Pursuant to the JDA, all oil and gas interests in which each Party has an
interest that are subject to the JDA (Development Assets) in the area
described in the JDA as the JDA-AMI Area shall be deemed to be subject
to and governed by the Master JOA, except where a Unit JOA (defined
below) is in place with respect to such Development Assets (including prior
to the time that any Unit JOA is put into place). Prior to the commencement
of any development operation for any well to be drilled in the JDA-AMI Area,
the Parties will enter into a joint operating agreement in the form of this
Master JOA covering the Development Assets associated with such well (a
Unit JOA). Each Unit JOA will be in the same form as the Master JOA,
except where express departures are mandated in the form of the Master
JOA itself.
The Master JOA and Unit JOAs will govern the joint
development and operation by the Parties of the applicable Development
Assets covered thereby.
AAPL Form Provisions

AAPL Form JOA
Provisions

In the United States, exploration and production activities with respect to
onshore oil and gas interests that are held by more than one working
interest owner are commonly governed by Form Joint Operating
Agreements promulgated by the AAPL. The Master JOA is (and each Unit
JOA is to be) based on the Form JOA, and contains certain modifications to
the Form JOA, both in the body to the Master JOA (or Unit JOA, as
applicable) and in Article XVI of the Master JOA (or Unit JOA, as
applicable), which is customarily where the relevant working interest owners
insert additional agreements and understandings that govern the
development of the oil and gas assets covered by the applicable Form JOA.
Due to the ubiquity of usage of the Form JOA in the United States, this
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summary will only contain references to material deviations to the Form
JOA (including Article XVI) and to provisions of the Form JOA that are, in
and of themselves, material to the Development Assets covered by the
Master JOA (or Unit JOA, as applicable).
Operator and
Operator’s Liability

Paloma is designated Operator under the Master JOA (subject to ATM’s
right to take over as Operator pursuant to the JDA). It is important to note
that, pursuant to the Form JOA, the Operator does not have any liability as
Operator to the other parties for any claims, whether or not due to the sole,
joint or current negligence of Operator, except such as may result from the
Operator’s gross negligence or wilful misconduct; provided, however, that
such a limitation does not limit the Operator’s liability for its Working Interest
share of any such claim as a Working Interest owner under the Form JOA.

Title

Title to the Development Assets subject to any Unit JOA will be examined
prior to the commencement of drilling operations on the drillsite of any
proposed well, and if any Party requests, title will be examined on the entire
drilling unit of the proposed well or any portion thereof. Costs of title
examination will be borne proportionately by the Parties participating in the
drilling operation.

Operational
Elections;
Consenting Parties;
and Non-Consent
Penalties

Subject to the terms of the JDA and Article XVI as described below, should
any Party elect to not to participate in certain proposed operations (i.e.,
drilling a well or reworking, sidetracking, deepening, recompleting or
plugging back a well (each, an Eligible Operation)) governed by the
Master JOA, then such non-consenting Party will, until the applicable
“Payout” has occurred with respect to such Eligible Operation (i) relinquish
certain rights related to the operation in question (including its rights to
revenues associated with the Eligible Operation as well as its rights to
receive information with respect to such Eligible Operation), and (ii) be
excused from bearing the costs and expenses associated with such Eligible
Operation. Under the Master JOA, “Payout” occurs when the participating
Parties to such Eligible Operation have recovered (a) 100% of the nonconsenting Party’s share of the cost of surface equipment associated with
such operation, plus (b) 100% of the non-consenting Party’s share of the
operating cost of the applicable well, plus (c) 300% of that portion of the
drilling and related costs for such operation, plus (d) 300% of that portion of
the cost of newly acquired equipment for the Eligible Operation; that, in the
case (c) and (d), would have been chargeable to the non-consenting Party
had such Party participated.
For any operation other than an Eligible Operation, the Operator may not
undertake any such single operation that is expected to cost in excess of
US$200,000 without securing the approval of the other Party.

In-Kind Production

Each Party has the right to take the production attributable to its working
interest in the Development Assets (as the same may be modified by the
non-consent provisions) in kind or separately dispose of its share of
production. Should any Party fail to make arrangements for such
disposition, the Operator may, but is not required to, market such
production on behalf of such Party.

Assignment;
Maintenance of
Uniform Interest;
Preferential Right to
Purchase

Any transfer of an interest in the Development Assets must be made
expressly subject to the Master JOA (or Units JOA, as applicable) and the
non-assigning Party shall not be required to recognize any such transfer
until 30 days after receiving a copy of the transfer instrument and an
undertaking in writing by the transferee to be bound by the terms of the
applicable operating agreement. The maintenance of uniform interest
provision contained in the Form JOA has been deleted and is not
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applicable. Similarly, the preferential right to purchase provision contained
in the Form JOA has also been deleted and is not applicable (though the
preferential purchase right provided in the JDA may be applicable
nonetheless). Each of these two deletions is commonly made to the Form
JOA by U.S. oil and gas industry participants, as those deleted provisions
operate to limit the marketability and transferability of the Parties’ interests
in the underlying Development Assets.
Claims and Lawsuits

Operator may settle any single claim that does not exceed US$50,000. If
the amount of settlement exceeds US$50,000, Operator will notify all
affected Parties. Unless a Party objects within 10 days after such notice,
the further handling of the claim will be delegated to the Operator. All
surface damage and use matters shall be settled in the Operator’s
reasonable discretion and are not subject to the limitation above.

Term

The Master JOA (and each Unit JOA, when put into place) will remain in
effect so long as any well drilled under the applicable joint operating
agreement is capable of production and for an additional 90 days thereafter;
provided, that if any Party is engaged in operations during the additional
period, the applicable joint operating agreement will continue until such
operations have been completed, and if production results therefrom, the
applicable joint operating agreement will continue in force and effect.

Governing Law

The Master JOA is governed by the laws of the State of Texas and the
Parties have waived their rights to a jury trial.

Exhibits

There are several Exhibits attached to the Master JOA, the majority of
which are part of the Form JOA. The Form JOA Exhibits attached to the
Master JOA (with little, to no, modifications from the forms promulgated by
the AAPL) include: Exhibit C – Accounting Procedure; Exhibit E – Gas
Balancing Agreement; Exhibit F – Non-Discrimination and Certification of
Non-Segregated Facilities; and Exhibit H – Memorandum of Operating
Agreement, Lien and Financing Statement. Exhibit A – Contract Area –
reflects the JDA-AMI Area as the Contract Area for the Master JOA. Exhibit
D – Insurance – reflects the Parties’ agreement as to the levels of required
insurance coverage. Exhibit G – Well Information – reflects the Parties’
agreement on certain additional informational and reporting items to be
provided to the Non-Operators by the Operator.
Other Provisions

Conflicts with JDA
and Body of Master
JOA

To the extent there is any inconsistency between the Master JOA and the
JDA, the JDA will govern and control. Additionally, Article XVI makes clear
that to the extent there is any inconsistency between the Body of the Master
JOA and the provisions of Article XVI, the provisions of Article XVI will
govern and control.

Priority of
Operations

If Operator and Non-Operator make competing proposals and cannot agree
in good faith on a proposal, the operation proposed by the Operator shall be
conducted prior to that proposed by Non-Operator. The Parties have
additionally added a default order or sequence of operations for both
vertical wells and horizontal wells.

Election Not to
Participate in First
Well in Contract Area
(applicable to Unit
JOAs only)

If a Party elects to not participate in the initial well to be drilled pursuant to a
Unit JOA, then such non-participating Party shall permanently (without
regard to Payout) relinquish and assign to the participating Parties, upon
the completion of the well by the participating Parties, 100% of its right, title
and interest to its oil and gas leases included in the area for such Unit JOA.

Australis Oil & Gas Limited - Prospectus

page | 267

Obligatory Operation

A well or other operation that (i) is commenced under this Master JOA (or
Unit JOA, as applicable) within 180 days prior to a lease expiring, where
absent such operation the lease would expire, or (ii) must be drilled or
conducted to maintain a lease or unit shall be considered an Obligatory
Operation. If a Party does not participate in an Obligatory Operation, such
Party shall permanently (without regard to Payout) relinquish and assign to
the participating Parties all of its Working Interest and Net Revenue Interest
in the oil and gas lease(s) comprising the unit for the obligatory operation
and any personal property or equipment that is used solely for the lease or
unit affected.
A Party can avoid an Obligatory Operation by extending or renewing the
applicable oil and gas leases; provided such extension is secured prior to
the later date of (i) 60 days after the date the Party receives the notice
describing the Obligatory Operation, or (ii) the date Operator contractually
commits a rig to the drilling of such Obligatory Operation.

10.8 TMS Leases
Pursuant to the PSA, Paloma assigned to ATM a fifty percent undivided Working Interest in and to the
TMS Leases.
Collectively, the TMS Leases comprise a material asset of ATM, and consequently the Australis
Group.
As described in the BETA Land Services Report contained in Section 7, the TMS Leases comprise
approximately 614 leases constituting approximately 33,000 net leasehold acres located in the
Tuscaloosa Marine Shale in St Helena, Tangipahoa and Washington Parishes in Louisiana, and
Amite, Wilkinson and Pike Counties in Mississippi. A full listing of the TMS Leases is contained in the
Beta Land Services Report in Section 7.
The TMS Leases are broadly similar. However, they contain various deviations related to land size,
lease costs, and other terms depending on the negotiations with the relevant landowners. This is
elaborated on in Section 3.5(h)(i).
The prospects of renewing any individual lease cannot be given due to the number of leases and
counterparties involved, although the status of the lease program to date has been positive.
10.9 TMS Leases Assignments
Parties
Assignment

Effective Time

ATM and Paloma
ATM as assignee, acquired from Paloma, as assignor, an undivided 50% of
Paloma’s right, title and interest in and to certain oil and gas interests
located in the States of Louisiana and Mississippi, USA (Paloma’s right, title
and interest in and to such items, the Assets, and the undivided 50%
interest therein acquired by ATM, the Conveyed Interests) as envisaged
by the PSA. Four assignments and bills of sale entered into between
Paloma and ATM (as further described below) (Assignments) are made
expressly subject to the terms and conditions of PSA, and in the event of a
conflict between the terms of the PSA and the terms of an Assignment, the
terms of the PSA shall prevail.
1 December 2015
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Separate instruments

The Parties executed (i) three separate Assignments covering the
Conveyed Interests located in Mississippi, with separate instruments being
created with respect to the Conveyed Interests located in each of Amite,
Pike, and Wilkinson Counties, Mississippi and (ii) one Assignment covering
the Conveyed Interests located in Louisiana, with the same instrument
collectively covering the Conveyed Interests located in St. Helena,
Tangipahoa, and Washington Parishes, Louisiana. Other than with respect
to (i) the Assets listed on the property exhibits attached to such
Assignments, and (ii) certain jurisdiction specific formatting requirements,
the four Assignments described are substantially in the same form and
meet the recording requirements of Mississippi and Louisiana, as
applicable.

Subrogation

The Assignments each contain industry standard subrogation language
where by Paloma transfers and assigns to ATM all of its right, title and
interest in and to all warranties related to the Conveyed Interests that have
been previously made by any of Paloma’s predecessors in title or by
applicable third parties (which warranties include, for example, all title
warranties, manufacturers’ warranties, suppliers’ warranties and
contractors’ warranties).

Special Warranty

The Assignments each contain an industry standard special warranty from
Paloma with respect to the Conveyed Interests, pursuant to which Paloma
binds itself and its successors and assigns to warrant and forever defend all
and singular title to the Conveyed Interests unto ATM, by through or under
Paloma or its affiliates, but not otherwise.

Disclaimers

The Assignments each contain industry standard disclaimer provisions,
which make clear that, except as set forth in the PSA or in the special
warranty described above, in addition to other specific disclaimers, (i)
Paloma makes no representations or warranties, express, statutory or
implied, and (ii) Paloma expressly disclaims all liability for any
representation or warranty made to ATM with respect to, in each case, the
Conveyed Interests.

Governing Law &
Disputes

Except to the extent that laws of another jurisdiction are mandatorily
applicable to the Assignments with respect to any Conveyed Interests
located within such jurisdiction, the Assignments are governed by the laws
of the State of Texas. The Parties agree that exclusive venue is in Harris
County, Texas and all rights to a jury trial are waived.

10.10 Executive Services Agreement – Mr Ian Lusted
Some of the Executive Service Agreements contain provisions which involve a payment on a loss of
employment. These provisions were approved at the Shareholder meeting on 27 June 2016.
Parties
Position
Commencement
Date

The Company and Mr Ian Lusted
Managing Director and Chief Executive Officer
1 December 2015 except for long service leave where commencement date
is 1 March 2014.
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Remuneration Total Fixed Salary:

$465,375 per
superannuation)

Short term incentives (STI):

annum

(inclusive

of

Annual STI determined by the Board of up
to a maximum of 60% of base salary of
$425,000.
For the year to 31 December 2016:

a.

50% of STI payable at the absolute
discretion of the Board; and

b.

50% subject to meeting financial and nonfinancial key performance indicators
determined by the Board and based on
strategic advancement, corporate activities
and balance sheet strength.

Long term incentives (LTI):

Eligible to participate in the Australis Oil &
Gas Long Term Incentive Plan from 1
January 2018 (Refer Section 10.15)

Termination
payments for
material diminution

Mr Lusted may give 1 month’s notice of termination within 3 months of a
Fundamental Change and be entitled to 12 months’ remuneration plus all
other statutory or contractual entitlements on termination.

Termination by the
Company

For period to 1 December 2016: 6 months’ notice of termination. Thereafter,
12 months’ notice.
The Company may terminate without notice for serious misconduct
including serious or persistent breach of duty, failure to perform obligations
under the agreement.

Termination by Mr
Lusted

For period to 1 December 2016: 6 months’ notice of termination. Thereafter,
12 months’ notice.

Post-employment During employment and for a maximum of 12 months after the date on
restraints which the Company notifies Mr Lusted that his employment is terminated:

Termination benefits
under the agreement



within Portugal or any county or parish in the United States where
Australis and its related entities (Group) own an interest in an
acreage, non-compete obligations apply;



non-solicitation obligations in respect of personnel of the Group, nor
may the personnel be employed; or



obligations not to entice away customers, contractors, suppliers etc of
the Group.



a payment of remuneration in lieu of notice by the Company;



12 months’ remuneration payable by the Company in respect of a
Fundamental Change; and



a STI payable on termination of employment in circumstances which
are an exception to the rule that Mr Lusted must be employed (and
not working out his notice period) when the Board determines the STI
for a calendar year.
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10.11 Executive Services Agreement – Mr Graham Dowland
Some of the Executive Service Agreements contain provisions which involve a payment on a loss of
employment. These provisions were approved at the Shareholder meeting on 27 June 2016.
Parties
Position
Commencement
Date

The Company and Mr Graham Dowland
Finance Director and Chief Financial Officer
1 December 2015

Remuneration Total Fixed Salary:
Short term incentives (STI):

$383,250 per
superannuation)

annum

(inclusive

of

Annual STI determined by the Board of up
to a maximum of 50% of base salary of
$350,000.
For the year to 31 December 2016:
a.
50% of STI payable at the absolute
discretion of the Board; and
b.
50% subject to meeting financial and
non-financial key performance indicators
determined by the Board and based on
strategic advancement, corporate activities
and balance sheet strength.

Long term incentives (LTI):

Eligible to participate in the Australis Oil &
Gas Long Term Incentive Plan from 1
January 2018 (Refer Section 10.15)

Termination
payments for
material diminution

Mr Dowland may give 1 month’s notice of termination within 3 months of a
Fundamental Change and be entitled to 12 months’ remuneration plus all
other statutory or contractual entitlements on termination.

Termination by the
Company

For period to 1 December 2016: 6 months’ notice of termination. Thereafter,
12 months’ notice.
The Company may terminate without notice for serious misconduct
including serious or persistent breach of duty, failure to perform obligations
under the agreement.

Termination by Mr
Dowland

For period to 1 December 2016: 6 months’ notice of termination. Thereafter,
12 months’ notice.
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Post-employment During employment and for a maximum of 12 months after the date on
restraints which the Company notifies Mr Dowland that his employment is terminated:

Termination benefits
under the agreement



within Portugal or any county or parish in the United States where
Australis and is related entities (Group) own an interest in an
acreage, non-compete obligations apply;



non-solicitation obligations in respect of personnel of the Group, nor
may the personnel be employed; or



obligations not to entice away, service services to customers,
contractors, suppliers etc. of the Group.



a payment of remuneration in lieu of notice by the Company;



12 months’ remuneration payable by the Company in respect of a
Fundamental Change; and



a STI payable on termination of employment in circumstances which
are an exception to the rule that Mr Dowland must be employed (and
not working out his notice period) when the Board determines the STI
for a calendar year.

10.12 Executive Services Agreement – Malcolm Bult
Some of the Executive Service Agreements contain provisions which involve a payment on a loss of
employment. These provisions were approved at the Shareholder meeting on 27 June 2016.
Parties
Position
Commencement
Date

The Company and Mr Malcolm Bult
Vice President – Corporate and Business Development
1 December 2015 except for long service leave where commencement date
is 1 August 2014.

Remuneration Total Fixed Salary:
Short term incentives (STI):

$301,125
per
superannuation

annum

inclusive

of

Annual STI determined by the Board of up
to a maximum of 35% of base salary of
$275 ,000.
For the year to 31 December 2016:
a.
50% of STI payable at the absolute
discretion of the Board; and
b.
50% subject to meeting financial and
non-financial key performance indicators
determined by the Board and based on
strategic advancement, corporate activities
and balance sheet strength.

Long term incentives (LTI):

Australis Oil & Gas Limited - Prospectus

Eligible to participate in the Australis Oil &
Gas Long Term Incentive Plan (Refer
Section 10.15)

page | 272

Termination
payments for
material diminution

Mr Bult may give 2 months’ notice of termination within 2 months of a
Fundamental Change and be entitled to a termination payment equivalent
to 3 to 6 months’ remuneration (depending on his period of service) plus all
other statutory or contractual entitlements on termination.

Termination by the
Company

For period to 1 December 2016: 3 months’ notice of termination. Thereafter,
notice period increases annually by 1 month up to a maximum of 6 months’
notice.
The Company may terminate without notice for serious misconduct
including serious or persistent breach of duty, failure to perform obligations
under the agreement.

Termination by Mr
Bult

For period to 1 December 2016: 3 months’ notice of termination. Thereafter,
notice period increases by 1 month per annum up to a maximum of 6
months’ notice.

Post-employment No post-employment restraints apply.
restraints
Termination benefits
under the agreement



a payment of remuneration in lieu of notice by the Company;



3 to 6 months’ remuneration (as the case may be) payable by the
Company in respect of a Fundamental Change; and



a STI payable on termination of employment in circumstances which
are an exception to the rule that Mr Bult must be employed (and not
working out his notice period) when the Board determines the STI for
a calendar year.

10.13 Executive Services Agreement – Julie Foster
Some of the Executive Service Agreements contain provisions which involve a payment on a loss of
employment. These provisions were approved at the Shareholder meeting on 27 June 2016.
Parties
Position
Commencement
Date

The Company and Mrs Julie Foster
Vice President Finance and Company Secretary
1 December 2015 except for long service leave where commencement date
is 1 August 2014.

Remuneration Total Fixed Salary:
Short term incentives (STI):

$301,125
per
superannuation

annum

inclusive

of

Annual STI determined by the Board of up
to a maximum of 35% of base salary of
$275,000.
For the year to 31 December 2016:
a.
50% of STI payable at the absolute
discretion of the Board; and
b.
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non-financial key performance indicators
determined by the Board and based on
strategic advancement, corporate activities
and balance sheet strength.
Long term incentives (LTI):

Eligible to participate in the Australis Oil &
Gas Long Term Incentive Plan (Refer
Section10.15)

Termination
payments for
material diminution

Ms Foster may give 2 months’ notice of termination within 2 months of a
Fundamental Change and be entitled to a termination payment equivalent
to 3 to 6 months’ remuneration (depending on her period of service) plus all
other statutory or contractual entitlements on termination.

Termination by the
Company

For period to 1 December 2016: 3 months’ notice of termination. Thereafter,
notice period increases by 1 month per annum up to a maximum of 6
months’ notice.
The Company may terminate without notice for serious misconduct
including serious or persistent breach of duty, failure to perform obligations
under the agreement.

Termination by Mrs
Foster

For period to 1 December 2016: 3 months’ notice of termination. Thereafter,
notice period increases by 1 month per annum up to a maximum of 6
months’ notice.

Post-employment No post-employment restraints apply.
restraints
Termination benefits
under the agreement



a payment of remuneration in lieu of notice by the Company;



3 to 6 months’ remuneration (as the case may be) payable by the
Company in respect of a Fundamental Change; and



a STI payable on termination of employment in circumstances which
are an exception to the rule that Ms Foster must be employed (and
not working out her notice period) when the Board determines the
STI for a calendar year.

10.14 Executive Services Agreement – Michael Verm
Some of the Executive Service Agreements contain provisions which involve a payment on a loss of
employment. These provisions were approved at the Shareholder meeting on 27 June 2016.
Parties
Position
Commencement
Date

Australis Management Services Inc (AMS) and Mr Michael Verm
Chief Operating Officer
1 February 2016

Remuneration Total Fixed Salary:
Short term incentives (STI):

Australis Oil & Gas Limited - Prospectus

US$252,000 per annum (inclusive of 401k)
Annual STI determined by the Board of up
to a maximum of 40% of base salary of
page | 274

$US237,735.
For the year to 31 December 2016:
a.
50% of STI payable at the absolute
discretion of the Board; and
b.
50% subject to meeting financial and
non-financial key performance indicators
determined by the Board and based on
strategic advancement, corporate activities
and balance sheet strength.
Long term incentives (LTI):

Eligible to participate in the Australis Oil &
Gas Long Term Incentive Plan (Refer
Section 10.15)

Termination
payments for
material diminution

Mr Verm may give 2 months’ notice of termination within 2 months of a
Fundamental Change and be entitled to 3 months’ remuneration (less
remuneration paid between the date notice of termination is given and the
termination date plus all other statutory or contractual entitlements on
termination).

Termination by the
Company

3 months’ notice of termination.

Termination by
Mr Verm

3 months’ notice of termination.

AMS may terminate without notice for serious misconduct including serious
or persistent breach of duty, failure to perform obligations under the
agreement.

Post-employment During employment and for 3 months after termination (except where AMS
restraints terminates with notice other than for cause):

Termination benefits
under the agreement



within Portugal or any county or parish in the United States where
Australis, AMS and their related entities (Group) own an interest in
an acreage or any other state/territory in which a Group companies
carries on business from time to time, non-compete obligations apply;



non-solicitation obligations in respect of personnel of the Group, nor
may the personnel be employed; or



obligations not to entice away customers, contractors, suppliers etc of
the Group.



a payment of remuneration in lieu of notice by AMS;



a payment of remuneration of no more than 3 months (as described
above) payable by AMS in respect of a Fundamental Change; and



a STI payable on termination of employment in circumstances which
are an exception to the rule that Mr Verm must be employed (and not
working out his notice period) when the Board determines the STI for
a calendar year.
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10.15 Australis Employee Equity Incentive Plan
The Company has established the Australis Oil & Gas Limited Employee Equity Incentive Plan (Plan).
Shareholders approved the Plan at its general meeting on 27 June 2016. A summary of the terms of
the Plan is set out below. No awards have been offered under the Plan as at the date of this
Prospectus. The Directors are entitled to participate in the Plan, but there is no proposal that they do
so until at least 1 January 2018.
Awards

Shares, options and/or performance rights issued at a price, and subject to any
grant or vesting conditions, determined by the Board in its sole and absolute
discretion.

Eligible
Employees

A full time or part time employee (including an executive director) or non-executive
director of the Company or an associated body corporate, an individual who is or
might reasonably be expected to be engaged to work the number of hours that are
the pro rata equivalent of 40% or more of a comparable full time position or an
individual or company with whom there is a contract for the provision of services
under which the individual or a director or their spouse performs work where the
work is or might reasonably be expected to be the number of hours that are the pro
rata equivalent of 40% or more of a comparable full time position (or their
nominee).

Limits

Where an offer is made under the Plan in reliance on ASIC Class Order 14/1000
(or any amendment or replacement of it) the Board must, at the time of making the
offer, have reasonable grounds to believe that the total number of Shares (or the
total number of Shares which would be issued if the securities were exercised) will
not exceed 5% of the total number of Shares on issue when aggregated with the
number of Shares issued or that may be issued as a result of offers made at any
time during the previous 3 year period under the Plan or any other employee
incentive scheme covered by the Class Order or an ASIC exempt arrangement of
a similar kind to an employee incentive scheme.

Entitlements

Notice of meeting, potentially dividends, bonus and rights issue participation in
respect of award shares, capital reconstruction, bonus and pro rata issue
adjustments and potentially early exercise in a voluntary winding up.

Dealing

Dealing restrictions exist other than with consent or force of law.

Lapse

Subject to the Board’s discretion, if a participant resigns (other than in
circumstances of redundancy, mental illness, total and permanent disability,
terminal illness or death), is dismissed from office for cause or poor performance,
or in another circumstance determined by the Board unvested Shares will be
forfeited, unvested options and performance rights will lapse and vested options
and performance rights that have not been exercised will lapse on the date of
cessation of employment or office. Similar provisions apply to breach, fraud or
misconduct. Forfeiture provisions also apply to award shares.

Change of
control

Subject to the ASX Listing Rules, all unvested awards will automatically vest and
become immediately exercisable with such vesting deemed to have taken place
immediately prior to the effective date of the change of control event, regardless of
whether or not the employment, engagement or office of the participant is
terminated or ceases in connection with the change of control event.

Clawback

The Board may clawback awards if an event occurs which means vesting
conditions were not or should not have been determined to have been satisfied.
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10.16 Securityholder Deeds
The Company and Founders have entered into deeds with all Security holders of the Company which,
amongst other things, restrict transfers of securities and grant a power of attorney. The deeds
terminate automatically on completion of the Offer.
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11 Additional Information
Australis was registered in Western Australia on 12 November 2015 as a private company limited by
shares (formerly ‘Australis Oil & Gas Holdings Pty Ltd’) and was converted to a public company and
renamed ‘Australis Oil & Gas Limited’ on 10 June 2016.
11.1 Disclosure of interests
The Company’s Constitution provides that the remuneration of Non-Executive Directors in total in any
year will be not more than the aggregate fixed sum determined by a general meeting. The current limit
approved by Shareholders in general meeting on 27 June 2016 is, in addition to the relevant Options
described in this Prospectus and any other securities approved by shareholders in the future,
$600,000 per annum.
The remuneration of any executive director that may be appointed by the Board will be fixed by the
Board. Directors are not required to hold any Shares.
Details of the Directors’ relevant interests in the Securities of the Company at the date of this
Prospectus are set out in the table below.
Table 37 – Director’s relevant interests at date of Prospectus
Director

Jon Stewart1

Ian Lusted2

Graham Dowland3

Alan Watson4

Shares

59,542,859

14,303,572

14,403,572

3,410,000

26.87%

6.46%

6.50%

1.54%

$0.275 (Series A)
Expiry 30/6/19

5,000,000

250,000

300,000

455,000

$0.25
Expiry 31/12/20

10,000,000

4,000,000

3,200,000

-

$0.30 (Series A)
Expiry 31/12/20

15,000,000

6,000,000

5,000,000

-

$0.35 (Series A)
Expiry 31/12/22

15,000,000

6,000,000

5,000,000

-

$0.275 (Series B, C, D)
Expiry 24/5/21

-

-

-

420,000

% of Shares / voting power
5

Options

1.

2.

26,150,001 Shares and 45,000,000 Options are registered in the name of Epicure Superannuation Pty Ltd
ATF <Epicure Superannuation Fund> of which Mr Stewart is a director and shareholder. 33,392,858
Shares are registered in the name of JK Stewart Investments Pty Ltd as Trustee for The Stewart
Investment Trust of which Mr Stewart is a director and shareholder.
3,000,000 Shares are registered in the name of Goldmantra Corporation Pty Ltd <Lusted Superannuation
Fund Security Trust> of which Mr Lusted is a director and shareholder. 10,803,572 Shares and
16,000,000 Options are registered in the name of Everzen Holdings Pty Ltd of which Mr Lusted is a
director and shareholder. 500,000 Shares and 250,000 Options are registered in the name of IG Lusted
Pty Limited <Lusted Family Superannuation Fund> of which Mr Lusted is a director and shareholder.

3.

1 Share is registered in the name of Mr Dowland. 10,803,571 Shares are registered in the name of Ms
Treffina Joyce Dowland the spouse of Mr Dowland. 1,500,000 Shares are registered in the name of
Avalon Valley Pty Ltd as trustee for the G R Dowland Family Trust of which Mr Dowland is a director and
shareholder. 2,100,000 Shares and 300,000 Options are registered in the name of Avalon Valley Pty Ltd
as trustee for the G R and T J Dowland Superannuation Fund of which Mr Dowland is a director and
shareholder. 13,200,000 Options are registered in the name of Avalon Valley Pty Ltd as trustee for The G
R and T J Dowland Family Trust of which Mr Dowland is a director and shareholder.

4.

1,705,000 Shares and 227,500 Options are registered in the names of Finter Super Pty Ltd <Finter Super
Fund A/C> and Tomsuca Investments Pty Ltd <Tomsuca Family A/C> respectively of which Mr Watson is
a director and shareholder. 420,000 options are registered in the name of Alan Watson.

5.

The full terms and conditions relating to the Options can be found in Annexure B – Rights attaching to
Options.
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As at completion of the Offer and assuming allocations of Shares are made to the Directors (or
applicable entities) in accordance with their intended participation as stated in Section 1.2 above the
Directors will hold the following Securities:
Table 38 – Director’s relevant interests following completion of the Offer
Jon

Director

Ian Lusted

Graham Dowland

Alan Watson

59,542,858

14,303,572

14,750,000

3,810,000

17.43%

4.19%

4.32%

1.12%

5,000,000

250,000

300,000

455,000

10,000,000

4,000,000

3,200,000

-

15,000,000

6,000,000

5,000,000

-

15,000,000

6,000,000

5,000,000

-

-

-

-

420,000

Stewart

Shares
% of Shares / voting
power
Options1
$0.275
(Series A) 30/6/19
$0.25
31/12/20
$0.30
(Series A)
31/12/20
$0.35
(Series A)
31/12/22
$0.275
(Series B, C, D)
24/5/21
1.

The full Terms and Conditions relating to the Options can be found in Annexure A – Rights attaching to
Shares

Details of Directors remuneration, including superannuation, for the period from incorporation to 28
June 2016 are set out in the table below:
Table 39 – Director’s remuneration to 28 June 2016
Director1

Jon Stewart

Ian Lusted

Graham Dowland

Alan Watson

127,705

271,469

223,562

8,669

$0.25
31/12/20

10,000,000

4,000,000

3,200,000

-

$0.30
(Series A)
31/12/20

15,000,000

6,000,000

5,000,000

-

$0.35
(Series A)
31/12/22

15,000,000

6,000,000

5,000,000

-

-

-

-

420,000

Remuneration
28/6/16 ($)

from 12/11/15 to

Options2, 3

$0.275
(Series B, C, D)
24/5/21

Note:
1.

This does not include any STIs – see Sections 10.10 and 10.11.

2

The full Terms and Conditions relating to the Options can be found in Annexure B – Rights attaching to
Options.

3.

The remuneration Options are included in the total securities held by each Director in the table 37 above.
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Details of the Directors’ remuneration are set out in Table 40 below. The Board considers these
arrangements to constitute reasonable remuneration.
Table 40 – Director’s annual remuneration

Director

Annual remuneration ($)

Non-Executive Directors
Mr Jon Stewart

1

Mr Alan Watson

219,000
2

84,862

Executive Directors
Mr Ian Lusted

3, 5

465,375

Mr Graham Dowland
1.

2.

3.

4.

5.

4, 5

383,250

Mr Stewart was appointed as a Director of the Company on 12 November 2015. On 1 December 2015 Mr
Stewart was appointed Chairman. Mr Stewart will be paid fees of $219,000 per annum (inclusive of
superannuation) for this role and as Chair of the Audit and Risk Management Committee effective 1
December 2015. Mr Stewart is also a member of the Remuneration and Nomination Committee.
Mr Watson was appointed a Non-Executive Director of the Company on 24 May 2016 and under the terms
of the appointment is entitled to Directors fees of $76,650 (inclusive of superannuation) and a fee of
$8,212 (inclusive of superannuation) as Chair of the Remuneration and Nomination Committee. Mr
Watson is also a member of the Audit and Risk Management Committee. Mr Watson will be paid a one-off
fee of $5,000 inclusive of superannuation to recognise the extra commitment required during the IPO
process.
Mr Lusted was appointed a Director of the Company on 12 November 2015. On 1 December 2015 Mr
Lusted entered into an Executive Services Agreement with the Company and is entitled to an annual fixed
salary of $465,375 (inclusive of superannuation) from that date. The terms of the Executive Services
Agreement can be found in Section 10.10.
Mr Dowland was appointed a Director of the Company on 12 November 2015. On 1 December 2015 Mr
Dowland entered into an Executive Services agreement with the Company and is entitled to an annual
fixed salary of $383,250 (inclusive of Superannuation) from that date. The terms of the Executive Services
Agreement can be found in Section 10.11.
This does not include any STIs – see Sections 10.10 and 10.11.

11.2 Related Party Transactions
(a)

Share Purchase Agreement
Parties

Australis and Everzen Holdings Pty Ltd, JK Stewart Investments Pty
Ltd and Treffina Joyce Dowland (Sellers).

Description

Share Purchase Agreement dated 15 November 2015 (SPA) to
acquire all the shares of APL in consideration for the issue of 55
million shares in Australis.
APL indirectly holds 100% of the shares in Australis Portugal which
holds the Portuguese Concessions.

Related parties

APL Shares

Messrs Stewart, Lusted and Dowland, each are currently Directors of
Australis and were on the date of execution of the SPA the Directors
of, and their associates were on the date of execution of the SPA the
shareholders of, APL.
At the time of execution of the SPA:
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shareholder, held 77 fully paid APL shares;
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Completion



JK Stewart Investments Pty Ltd, of which Mr Stewart is a
director and shareholder, held 238 fully paid APL shares; and



Ms Treffina Joyce Dowland, the spouse of Mr Dowland, held 77
fully paid APL shares.

Completion of the acquisition under the SPA was effective as of 31
December 2015. As consideration for the APL shares held by the
Sellers, Australis issued:


10,803,571 Shares to Everzen Holdings Pty Ltd;



33,392,858 Shares to JK Stewart Investments Pty Ltd; and



10,803,571 Shares to Ms Treffina Joyce Dowland.

Pre-completion
obligations

The Sellers were subject to customary restrictions in relation to
carrying on the business of APL and its subsidiaries prior to
completion of the SPA. No shareholder approval was sought or
required for the transaction.

Warranties

The Sellers also made various customary warranties and
representations to Australis in relation to APL, its subsidiaries and
their affairs.

Limitations on
claims

Under the SPA, Australis may not make a claim against the Sellers
and the Sellers are not liable for any claim for a breach of a warranty
given by the Sellers:


if the amount of the claim, or a number of similar or related
claims, taken together, is less than $2,000,000; and



unless and until the aggregate amount of all such claims
exceeds $2,000,000,

in which event Australis may seek to recover the full amount of the
claims, and not just the excess.
Further, Australis may not make a claim against the Sellers and the
Sellers are not liable for any claim for a breach of a warranty given by
the Sellers where the aggregate amount of all such claims is in
excess of $11,000,000.
(b)

Executive Service Agreements
The Company has entered into Executive Services Agreements with Mr Graham Dowland and
Mr Ian Lusted and management members, which are summarised in Section 10. In addition,
the Company has entered into a chairman’s service agreement effective 1 December 2015 with
Mr Jon Stewart, the only material term of which is the remuneration disclosed in Section 11.1.

(c)

Deed of Access, Indemnity and Insurance
Parties
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(each an Officeholder).
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Indemnity

Under the Indemnity Deeds, the Company agrees to indemnify each
Officeholder to the extent permitted by law against any liability
arising as a result of the Officeholder acting as a director or officer
of the Company.

Insurance

The Company will use its best endeavours to procure insurance
which insures each Officeholder to the extent permitted by law
against liabilities incurred by the Officeholder acting in that capacity,
except to the extent that such insurance cannot be procured at
reasonable cost or is otherwise unavailable to the Company. The
policy must be maintained during the period that the Officeholder is
a director or officer of the Company to the date that is 7 years after
the Officeholder ceases to be a director or officer of the Company
or, if run-off insurance cannot be procured at reasonable premiums
for the full period, the last date on which run-off insurance can be
procured.

Access to
Company records

During the period that the Officeholder is a director or officer of the
Company to the later of: the date that is 7 years after the
Officeholder ceases to be a director or officer of the Company or the
date on which any relevant proceedings have been finally resolved,
the Officeholder is entitled to have access, during office hours, to
and to make copies of company records relevant to any
proceedings against the Officeholder arising from, or in connection
with, their position as a director or officer of the Company.

Related party transactions may be proposed from time to time. Any such transactions occur in the
normal course of business, and the terms and conditions of the transactions are no more favourable
than those available, or which might reasonably be expected to be available, for similar transactions
with unrelated entities on an arms’ length basis.
11.3 Interests of Directors
Other than as set out elsewhere in this Prospectus, no Director holds, or has held within the two years
preceding lodgement of this Prospectus with ASIC, any interest in:
(a)

the formation or promotion of the Company;

(b)

any property acquired or proposed to be acquired by the Company in connection with its
formation or promotion or the Offer; or

(c)

the Offer,

and no amounts have been paid or agreed to be paid and no benefits have been given or agreed to
be given to any of those persons:
(a)

as an inducement to become, or to qualify as, a Director; or

(b)

for services rendered in connection with the formation or promotion of the Company or the
Offer.
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11.4 Interests of Experts and Advisers
Other than as set out below or elsewhere in this Prospectus, no person named in this Prospectus as
performing a function in a professional, advisory or other capacity in connection with the preparation
or distribution of this Prospectus holds, or in the past two years has held, any interest in:
(a)

the formation or promotion of the Company;

(b)

any property acquired or proposed to be acquired by the Company in connection with its
formation or promotion or the Offer;

and no amounts have been paid or agreed to be paid and no benefits have been given or agreed to
be given to any of these persons for services provided in connection with:
(a)

the formation or promotion of the Company; or

(b)

the Offer.

For completeness, it is noted that a Partner of Gilbert & Tobin who has not been involved in this Offer,
is a director, but not a shareholder, of Rangewood Pty Limited which as at the date of this Prospectus
holds 200,000 Shares.
During the 24 months preceding lodgement of this Prospectus with ASIC the Company or its wholly
owned subsidiaries have paid the following fees to experts and advisors named in this Prospectus:
Table 41 – Interests of Experts and advisors

Approximate Fees
(including disbursements)
paid from incorporation to
date for other services
provided
(excluding GST)
$
Euroz Securities
Limited

$847,778

Estimated fees of the Offer
(excluding GST)
$

$1,010,830, being the estimate of total fees
payable under the IPO Mandate, assuming
the Offer is successful and the Company is
admitted to the Official List of the ASX

Bell Potter Securities
Limited

Nil

$189,170, being the estimate of total fees
payable under the Co-Lead Manager IPO
Mandate to the Co-Lead Manager, assuming
the Offer is successful and the Company is
admitted to the Official List of the ASX

BDO Corporate
Finance (WA) Pty
Ltd

Nil

$17,000
for
acting
as
Accountant and preparing
Accountant Report in Section 9

BDO Audit (WA) Pty
Ltd
Gilbert & Tobin
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Approximate Fees
(including disbursements)
paid from incorporation to
date for other services
provided
(excluding GST)
$

Estimated fees of the Offer
(excluding GST)
$

Latham Watkins

$543,804

$17,000 for providing legal advice in
connection with ATM and its contractual
arrangements.

BETA Land Services

$229,637

$17,000 for the Preparation of the report in
Section 7 entitled Tuscaloosa Marine Shale
Leasehold Title Report and Summary of
Mineral Rights, and Oil and Gas Leasing in
Louisiana and Mississippi.

Cuatrecasas,
Goncalves Pereira

$17,480

$1,000 for the preparation of the report in
Section 7 entitled Attorney’s Report regarding
Australis Oil & Gas Portugal.

Netherland, Sewell &
Associates, Inc.

$93,939

$17,500 for the preparation of the of the
Technical Experts Report for the Portuguese
Assets in Section 8 entitled Estimates of
Contingent and Prospective Resources to the
Australis Oil & Gas Working Interest in
Certain Oil Discoveries in Lusitanian Basin,
Portugal.

$292,143

$17,500 for the preparation of the Technical
Experts Report for the TMS Asset in Section 8
entitled Contingent Resource Report covering
Certain Tuscaloosa Marine Shale Properties.

South Texas
Reservoir Alliance
LLC

Computershare

Nil

$5,000 for acting as share registry.

11.5 Consents
Each of the parties referred to in this Section:
(a)

does not make, or purport to make, any statement in this Prospectus other than those referred
to in this Section;

(b)

to the maximum extent permitted by law, expressly disclaim and take no responsibility for any
part of this Prospectus other than a reference to its name and a statement included in this
Prospectus with the consent of that party as specified in this Section;

(c)

has given and has not, before the date of lodgement of this Prospectus with ASIC, withdrawn
its written consent:
(i)

to be named in this Prospectus in the form and context which it is named; and

(ii)

to the inclusion in this Prospectus of the statement(s) and / or report(s) (if any) by that
person in the form and context in which they appears in this Prospectus.
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Table 42 – Consents

Name

Role

Statement /
Report

Euroz Securities Limited

Lead Manager

Not applicable

Bell Potter Securities Limited

Co-Lead Manager

Not applicable

Zero Nominees Limited

Not applicable

Statement in relation to its
intention to distribute Shares

BDO Corporate Finance (WA) Pty Ltd

Investigating Accountant

Investigating Accountant’s
Report in Section 9 and any
other references to its contents
in this Prospectus

BDO Audit (WA) Pty Ltd

Auditor

Audited Financial Reports for
the periods ended 31 December
2015 and 31 March 2016 which
appear in the Investigating
Accountant’s Report in Section 9
and any other references to
those in this Prospectus

Gilbert & Tobin

Australian Lawyers

Not applicable

Latham & Watkins LLP

USA Lawyers

Not applicable

BETA Land Services

USA Professional Land
Services Organisation

BETA Land Services Report–
Title in Section 7 and any other
references to its contents in this
Prospectus including but not
limited to Section 10.9.

Cuatrecasas, Goncalves Pereira

Portuguese Lawyers

Cuatrecasas, Goncalves Pereira
Report in Section 7 and any
other references to its contents
in this Prospectus.

Netherland, Sewell & Associates, Inc.

Independent Technical
Expert – Portugal

Netherland, Sewell &
Associates, Inc. Report – in
Section 8 and any other
references to its contents in this
Prospectus, including but not
limited to Contingent and
Prospective Resources of the
Concessions.

Australis Oil & Gas Limited - Prospectus

page | 285

Name

Role

Statement /
Report

Mr Nathan C. Shahan and Mr Patrick
L. Higgs

Qualified Reserves and
Resources Evaluators

The estimated Petroleum
Resources, Contingent
Resources and Prospective
Resources in the Concessions
and the form and context in
which those and the supporting
information are presented.

South Texas Reservoir Alliance LLC

Independent Technical
Expert – TMS

STXRA Report –in Section 8
and any other references to it in
this Prospectus, including but
not limited to Contingent and
Prospective Resources in the
TMS Leases.

Mr Sean Fitzgerald and Ms Cynthia
(Cindy) Welch

Qualified Reserves and
Resources Evaluators

The estimated Petroleum
Resources, Contingent
Resources and Prospective
Resources in the US Leases
and the form and context in
which those and the supporting
information are presented.

Computershare Investor Services Pty
Ltd

Share registry

Not applicable

None of the consenting parties has authorised or caused the issue of this Prospectus and does not
make any offer of Shares.
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11.6 Expenses of the Offer
The total expenses of the Offer (excluding GST) are estimated to be approximately $1,689,500:
Table 43 – Expenses of the Offer

Item of expenditure

$ estimate

ASIC fees

2,500

ASX fees

130,000

Lead Manager and Co-Lead Manager fees, being the fees
under the IPO Mandate

1,200,000

Australian legal fees

250,000

US legal fees

17,000

Independent Technical Expert Reports

35,000

BETA Land Services Inc report entitled Tuscaloosa Marine
Shale Leasehold Title Report and Summary of Mineral Rights,
and Oil and Gas Leasing in Louisiana and Mississippi, and
Cuatrecasas, Goncalves Pereira report entitled Attorney’s
Report regarding Australis Oil & Gas Portugal

18,000

Investigating Accountant’s fees

17,000

Printing and distribution

10,000

General Meeting and share registry costs

10,000

Total

$1,689,500

11.7 Litigation
So far as the Directors are aware, other than as described below or elsewhere in this Prospectus,
there is no current or threatened civil litigation, arbitration, proceedings or administrative appeals, or
criminal or governmental prosecutions of a material nature in which the Company is directly or
indirectly concerned or which is likely to have a material adverse impact on the business or financial
position of the Company.
11.8 Dividend Policy
The extent, timing and payment of any dividends in the future will be determined by the Directors
based on a number of factors, including future earnings and financial performance and position of the
Company.
At the date of issue of this Prospectus the Directors do not intend to declare or pay any dividends in
the immediately foreseeable future.
Any future determination as to the payment of dividends by the Company will be at the sole discretion
of the Directors and will depend on the availability of the distributable earnings, operational results
and financial position of the Company, future capital requirements and general business and other
factors considered relevant by the Directors. No assurance in relation to the payment of dividends or
franking credits attaching to dividends can be given by the Directors.
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11.9 Documents Available for Inspection
The following documents are available for inspection during normal business hours at the registered
office of the Company:
(a)

this Prospectus;

(b)

the Constitution; and

(c)

the consents referred to in Section 11.5.

11.10 Continuous Disclosure Obligations
The Company will be a “disclosing entity” after Listing (as defined in section 111AC of the Corporation
Act) and, as such, will be subject to regular reporting and disclosure obligations. Specifically, the
Company will be required to continuously disclose any information it has to the market which a
reasonable person would expect to have a material effect on the price or the value of the Company’s
securities, subject to certain exceptions.
Price sensitive information will be publically released through ASX before it is disclosed to
Shareholders and market participants. Distribution of other information to Shareholders and market
participants will also be managed through disclosure to the ASX. In addition, the Company will post
this information on its website after the ASX confirms an announcement has been made, with the aim
of making the information readily accessible to the widest audience.
11.11 Clearing House Electronic Sub-Register System (CHESS) and Issuer Sponsorship
The Company will apply to participate in CHESS, for those investors who have, or wish to have, a
sponsoring stockbroker. Investors who do not wish to participate through CHESS will be issuer
sponsored by the Company.
Electronic sub-registers mean that the Company will not be issuing certificates to investors. Instead,
investors will be provided with statements (similar to a bank account statements that set out the
number of Shares issued to them under this Prospectus. The notice will also advise holders of their
Holder Identification Number or Security Holder Reference Number and explain, for future reference,
the sale and purchase procedures under CHESS and issuer sponsorship.
Electronic sub-registers also mean ownership of securities can be transferred without having to rely
upon paper documentation. Further monthly statements will be provided to holders if there have been
any changes in their security holdings in the Company during the preceding month.
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11.12 Regulatory Relief and Ownership Restrictions
(a)

ASIC exemptions and relief

ASIC has confirmed that the Company has until 11 May 2017 to hold its first annual general meeting.
The Company sought an exemption from the provisions of section 707(3) of the Corporations Act;
section 707(3) of the Corporations Act requires certain disclosures to be made to securityholders in
connection with the issue of securities in order to permit the sale of those securities with 12 months of
their issue. This exemption has not been granted as at the date of this Prospectus.
(b)

ASX waiver

The Company has applied for a number of the following in-principle determinations from the ASX, as
described below. The in-principle determinations have not been formally granted as at the date of this
Prospectus. The Company has sought that the ASX confirm:


that Australis’ structure and operations are appropriate for a listed entity;



that Australis may seek admission to the official list of ASX under the assets test in Listing Rule
1.3 and that, in the ASX’s opinion, Australis has adequate commitments to spend at least half
of its cash for the purposes of ASX Listing Rule 1.3.5;



that it considers the financial disclosure in this Prospectus is appropriate;



that it will grant quotation of Shares in the Company subject to usual conditions;



that the resource reports contained in this Prospectus are compliant with the ASX Listing Rules
and, in ASX’s opinion, appropriate for inclusion in the Offer documents;



that the form of the Company’s constitution is acceptable pursuant to condition 2 of Listing Rule
1.1;



that provided a summary of the Plan (set out in Section 10.15) is included in the Prospectus,
the Plan will be eligible for exception 9 of ASX Listing Rule 7.2 and that the form of Plan is
acceptable;



the operation of ASX Listing Rule 7.1 in relation to the potential issue of Shares under a
preferential right contained in the JDA with Paloma;



that the Options disclosed in this Prospectus (and any Shares issued on exercise) will, if
disclosed in the Prospectus, be considered to have been approved for the purposes of ASX
Listing Rule 10.11 and all other purposes;



that the Shareholder approval obtained on 27 June 2016 will be sufficient for the purposes of
ASX Listing Rule 10.17A;



the Option terms disclosed in this Prospectus are considered appropriate and equitable for a
listed entity for the purposes of the ASX Listing Rules (quotation is not being sought for the
Options);



that the restrictions in Appendix 9B do not apply to the Company other than:


clause 3, which applies to all the Shares issued as consideration for the purchase of
APL, which will be restricted for 24 months from quotation;



clause 1 (and 9), which applies to all options (which were free attaching or issued under
remuneration arrangements) and (other than the Shares issued as consideration for the
purchase of APL) those Shares remaining after application of the cash formula, which
are held by Directors or their related parties as defined in the Listing Rules, which will
be restricted for 24 months from quotation; and
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clause 2, which applies to all free attaching $0.275 (Series A) options from the interim
raising in May 2016, which will be restricted for 12 months from issue

and that the restriction agreements may be executed pursuant to a power of attorney provided
for in the certain shareholder deeds executed as part of the interim raisings, which shareholder
deeds terminate on the Shares being admitted to Official Quotation;


whether certain employees qualify as promoters due to their involvement in the Offer; and



our proposed timetable for the Offer is acceptable.

11.13 Privacy Act
If you complete a Broker Firm Application Form, you will be providing personal information to the
Company. The Company collects, holds and will use that information to assess your application,
service your needs as a Shareholder and to facilitate distribution payments and corporate
communications to you as a Shareholder.
The information may also be used from time to time and disclosed to persons inspecting the register,
including bidders for your securities in the context of takeovers, regulatory bodies including the
Australian Taxation Office, authorised securities brokers, print service providers, mail houses and the
Registry.
You can access, correct and update the personal information that the Company or the Registry holds
about you. If you wish to do so, please contact the share registry at the relevant contact number set
out in this Prospectus.
Collection, maintenance and disclosure of certain personal information is governed by legislation
including the Privacy Act (as amended), the Corporations Act and certain rules such as the ASX
Settlement Operating Rules. You should note that if you do not provide the information required on
the Broker Firm Application Firm, the Company may not be able to accept or process your application.
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12 Directors’ Consent
This Prospectus is issued by Australis Oil & Gas Limited and its issue has been authorised by a
resolution of the Directors.
In accordance with section 720 of the Corporations Act, each Director has consented in writing to the
lodgement of this Prospectus with ASIC.

Jon Stewart
Chairman
FOR AND ON BEHALF OF AUSTRALIS OIL & GAS LIMITED
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13 Annexure A – Rights attaching to Shares
(a)

General

The rights attaching to ownership of the Shares are detailed in the Constitution of the Company and,
in certain circumstances, regulated by the Corporations Act, the ASX Listing Rules, the ASX
Settlement Operating Rules and the general law. A copy of the Company’s constitution may be
inspected during normal business hours at the registered office of the Company.
The following is a broad summary of the more significant rights, privileges and restrictions attaching to
the Company’s Shares upon listing on ASX. This summary is not exhaustive and does not constitute
a definitive statement of the rights and liabilities of shareholders in the Company. To obtain such a
statement, persons should seek independent legal advice.
All Shares issued pursuant to this Prospectus will, from the time that they are issued, rank equally
with the Company’s existing issued Shares.
(b)

Voting

At a general meeting, every member present in person or by proxy, attorney or representative has
one vote on a show of hands and on a poll, one vote for each fully paid Share held. On a poll, partly
paid Shares confer a fraction of a vote pro-rata to the amount paid up on the Share.
A poll may be demanded before a vote for a show of hands is taken, or before or immediately after
the declaration of the result of the show of hands by the chair of the meeting, by at least five
Shareholders present and entitled to vote on the resolution or by any one or more Shareholders
representing at least 5% of the votes that may be cast on the resolution on a poll.
(c)

Dividends

Subject to the Corporations Act, the ASX Listing Rules, and the Constitution, the Directors may pay
interim, special or final dividends as, in their judgment, the financial position of the Company justifies.
Subject to any special terms and conditions of issue, the amount which the Directors from time to time
determine to distribute by way of dividend are divisible among the members in proportion to the
amounts paid up on the Shares held by them. Interest is not payable by the Company in respect of
any dividend.
(d)

Issue of shares

Subject to the Constitution, the ASX Listing Rules and the ASX Settlement Operating Rules, the
Directors have the right to issue shares or grant options over unissued shares to any person and they
may do so at such times as they think fit and on the conditions they think fit. Such shares may have
preferred, deferred or other special rights or special restrictions about dividends, voting, return of
capital, participation in the property of the Company on a winding up or otherwise as the Directors
think fit.
(e)

Variation of class rights

The rights attached to any class of shares may, unless their terms of issue state otherwise, be varied:
(a)

with the written consent of the holders of 75% of the shares of the class; or

(b)

by a special resolution passed at a separate meeting of the holders of shares of the class.
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(f)

Transfer of shares

Subject to the Constitution and to the rights or restrictions attached to any shares or class of shares,
holders of Shares may transfer them by a proper transfer effected in accordance with the ASX
Settlement Operating Rules or an instrument in writing in any usual form or in any other form that the
Directors approve.
The Directors may decline to register a transfer of Shares for reasons including where the transfer is
not in registrable form or where the refusal to register the transfer is permitted under the ASX Listing
Rules or the ASX Settlement Operating Rules. If the Directors decline to register a transfer the
Company must give the party lodging the transfer, written notice of the refusal and the reason for
refusal. The Directors decision to decline to register the transfer or to apply for a holding lock is not
invalidated if that notice is not given.
(g)

Small holdings

The Directors may sell the Shares of a Shareholder if that Shareholder holds less than a marketable
parcel of Shares, provided that the procedures set out in the Constitution are followed. A nonmarketable parcel of Shares is defined in the ASX Listing Rules and is, generally, a holding of shares
with a market value of less than $500.
(h)

Restricted Securities

In the event of a breach of the ASX Listing Rules or a breach of a restriction agreement entered into
by the Company under the ASX Listing Rules relating to Restricted Securities (as defined in the ASX
Listing Rules), the Shareholder holding the Restricted Shares in question shall cease to be entitled to
any dividends, distribution or any voting rights in respect of those Restricted Securities during the
period of such breach.
(i)

General meetings and notices

Subject to the Constitution and to the rights or restrictions attached to any shares or class of shares,
each member is entitled to receive notice of and, except in certain circumstances, to attend and vote
at general meetings of the Company and receive all financial statements, notices and other
documents required to be sent to members under the Constitution or the Corporations Act.
Shareholders may requisition meetings in accordance with the Corporations Act and the Constitution.
(j)

Winding up

Subject to any special or preferential rights attaching to any class or classes of shares, members will
be entitled in a winding up to share in any surplus assets of the Company in proportion to the shares
held by them, less any amounts which remain unpaid on these shares at the time of distribution. Any
amount unpaid on a share is the property of the Company and may be required to be contributed to
the Company in the event of a winding up.
(k)

Proportional takeover provisions

The Constitution contains provisions for shareholder approval in relation to any proportional takeover
bid. The provision will lapse unless it is renewed in accordance with the Corporations Act within three
years from the date of its adoption.
(l)

Directors – appointment and removal

The minimum number of Directors is three and the maximum is 12 or such lower number as the
Directors are authorised to determine. Directors are elected at annual general meetings of the
Company. Retirement will occur on a rotational basis so that one third of the Directors and any
Director who has held office for three or more years or three or more annual general meetings
(excluding the managing director or, if there is more than one managing director, the first of them to
be appointed) retires at each annual general meeting of the Company. The Directors may also
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appoint a Director to fill a casual vacancy on the Board in addition to the Directors who will then hold
office until the next annual general meeting of the Company.
(m)

Directors – voting

Questions arising at a meeting of Directors will be decided by a majority of votes of the Directors
present at the meeting and entitled to vote on the matter. In the case of a tied vote, the Chair does not
have a second or casting vote.
(n)

Directors’ remuneration

Each Director is entitled to remuneration out of the funds of the Company as the Directors determine,
but the remuneration of non-executive Directors may not exceed in any year the amount fixed in
general meeting. The Constitution also makes provision for the Company to pay all expenses of
Directors in attending meetings and carrying out their duties and for the payment of additional fees for
extra services or special exertions. Any change to that maximum aggregate sum needs to be
approved by Shareholders.
(o)

Alteration of share capital

Subject to the ASX Listing Rules, the Constitution and the Corporations Act, the Company may alter
its share capital.
(p)

Preference shares

The Company may issue preference shares including preference shares which are liable to be
redeemed or convertible to ordinary shares. The rights attaching to preference shares are those set
out in the Constitution.
(q)

Variation of the Constitution

In accordance with the Corporations Act, the Constitution can only be amended by a special
resolution passed by at least three quarters of members present and voting at a general meeting of
the Company. The Company must give at least 28 days’ written notice of its intention to propose a
resolution as a special resolution.
(r)

Share buy-backs

The Company may buy back shares in accordance with the provisions of the Corporations Act.
(s)

Dividend plan

The Constitution contains a provision allowing Directors to implement a dividend reinvestment plan
and a dividend selection plan.
(t)

ASX Listing Rules

As the Company is listed on ASX, the Constitution provides that notwithstanding anything in the
Constitution, if the ASX Listing Rules prohibit an act being done, the act must not be done. Nothing in
the Constitution prevents an act being done that the ASX Listing Rules require to be done. If the ASX
Listing Rules require an act to be done or not to be done, authority is given for that act to be done or
not to be done (as the case may be). If the ASX Listing Rules require the Constitution to contain a
provision or not to contain a provision the Constitution is deemed to contain that provision or not to
contain that provision (as the case may be). If a provision of the Constitution is or becomes
inconsistent with the ASX Listing Rules, the Constitution is deemed not to contain that provision to the
extent of the inconsistency.
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14 Annexure B – Rights attaching to Options
Some of the Options contain provisions which accelerate vesting on a loss of employment. These
provisions were approved at the Shareholder meeting on 27 June 2016.
$0.25 Options
1)

Each Option entitles the holder to subscribe for and be issued one ordinary share in Australis
Oil & Gas Holdings Pty Ltd (Australis or the Company) upon payment of the exercise price.

2)

The exercise price is A$0.25 per option.

3)

The Options will expire at 5pm AWST on 31 December 2020 (Option Expiry Date). Options
not exercised on or before the Expiry Date will lapse.

4)

The Company will not apply to the Australian Stock Exchange Limited (ASX) for official
quotation of the Options.

5)

There are no participating rights or entitlements inherent in the Options and holders of the
Options will not be entitled to participate in new issues of capital that may be offered to
shareholders during the currency of the Options except upon exercise of the Options.

6)

If the Company makes a pro rata issue (except a bonus issue) the exercise price of the
Options will be reduced in accordance with the ASX Listing Rules.

7)

If the Company makes a bonus issue the number of securities over which the Options are
exercisable will be increased in accordance with the ASX Listing Rules.

8)

Optionholders have the right to exercise any of their Options that have become exercisable in
accordance with (b) above, prior to the date of determining entitlements to any capital issues
to the then existing shareholders of the Company, made during the term of the Options.

9)

In the event of any re-organisation (including reconstruction, consolidation, subdivision,
reduction or return of capital) of issued capital of the Company, the Options will be reorganised as required by the ASX Listing Rules, but in all other respects the terms of exercise
will remain unchanged.

10)

The Options shall be exercisable in accordance with these terms at any time on or before the
Option Expiry Date by the delivery to the registered office of the Company of a notice in
writing stating the intention of the Optionholder to exercise all or a specified number of
Options held by them accompanied by an Option certificate and a cheque made payable to
the Company for the subscription monies for the Shares. The notice and cheque must be
received by the Company during the exercise period. An exercise of only some Options shall
not affect the rights of the Optionholders to the balance of Options held by him or her.

11)

The ordinary Shares allotted shall rank, from date of allotment, equally with the existing
ordinary Shares of the Company in all respects.

12)

The Options will not give any right to participate in dividends until Shares are issued pursuant
to the exercise of the relevant Options.

13)

The Company will apply for official quotation by ASX of the Shares issued upon exercise of
the Options if the ordinary Shares of the Company are quoted at that time.

14)

The Options are not transferable, unless:

15)

i)

the prior consent of the Board is obtained, which consent may impose such terms
and conditions on such assignment, transfer, novation, encumbrance or disposal as
the Board sees fit in its sole and absolute discretion; or

ii)

such assignment or transfer occurs by force of law upon the death of a holder of an
Option to the holder's legal personal representative.

The Options will be recorded on the Company's register of Optionholders maintained at the
share registry. The register will be open for inspection by the Optionholders free of charge.
Shares to be allotted on exercise of the Options will be recorded on the Company's share
register.
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16)

In the event the Company applies for and is listed on ASX, if there is any inconsistency
between any of the preceding terms and conditions and the ASX Listing Rules, then the ASX
Listing Rules prevail to the extent of the inconsistency.

17)

Notwithstanding any other terms and conditions, all options will vest and may be exercised:
i)

During a Bid Period

ii)

At any time after a Change in Control or Sale of Major Asset event has occurred

iii)

On an application under section 411 of the Corporations Act if a court orders a
meeting to be held concerning a proposed compromise or arrangement for the
purposes of or in connection with a scheme for the reconstruction of the Company or
its amalgamation with any other company.

In these terms and conditions:
“Bid Period” in relation to a takeover bid in respect to Shares in the Company, has meaning defined
in section 9 of the Corporations Act, provided that where a takeover bid is publicly announced prior to
the service of a bidder’s statement on the Company in relation to that takeover bid, the Bid Period
shall be deemed to have commenced at the time of that announcement.
“Change of Control” means a shareholder, or a group of associated shareholders
i)
ii)

Becoming entitled to sufficient Shares in the company to give it or them the ability, in
general meeting, to replace all or a majority of the Board; or,
Gaining the ability to control more than 50% of the Voting Power (as defined in the
Corporations Act) in the Company.

“Sale of Major Asset” means the disposal of assets of the Company or its subsidiaries representing
in excess of 50% of the consolidated net assets of the Company.
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$0.275 (Series A) Options
1) Each Option entitles the holder to subscribe for and be issued one ordinary share in Australis Oil
& Gas Holdings Pty Ltd (Australis or the Company) upon payment of the exercise price and
subject to these terms.
2) The exercise price is A$0.275 per Option.
3) The Options will expire at 5pm AWST on 30 June 2019 (Expiry Date). Options not exercised on
or before the Expiry Date will lapse.
4) The Company will not apply to the Australian Securities Exchange Limited (ASX) for official
quotation of the Options.
5) Prior to the Company being admitted to the ASX:
a) The Options are exercisable at any time, and
b) The Shares resulting from the exercise of Options will be subject to the Deed entered into by
the Option holder at the time of application for the Options.
6) On and from the Company being admitted to ASX the Options are exercisable at any time that:
a) Australis is able to issue a cleansing notice under s708A of the Corporations Act (which for
the avoidance of doubt will not include at least the first three months after the quotation of the
Shares on the ASX) or has been granted relief such that the Shares issued on exercise are
freely tradeable; and
ii)

is during either the period of thirty (30) days immediately prior to the Expiry Date, or the
period of fifteen (15) business days immediately following the release on ASX of the Australis:
i)

Appendix 4C (Quarterly cash flow report);

ii)

half-yearly financial statement or

iii)

annual audited financial statement.

7) The Options shall be exercisable in accordance with these terms and during the periods set out in
6) above by the delivery to the registered office of the Company of a notice in writing stating the
intention of the Optionholder to exercise all or a specified number of Options held by them
accompanied by an Option certificate and a cheque made payable to the Company for the
exercise price multiplied by the number of Options being exercised. Subject to 6) above the
Company will allot the relevant Shares as soon as practicable but in any case within fifteen 15
business days of receipt of the exercise notice. An exercise of only some Options shall not affect
the rights of the Optionholders to the balance of Options held by him or her.
8) There are no participating rights or entitlements inherent in the Options and holders of the Options
will not be entitled to participate in new issues of capital that may be offered to shareholders
during the currency of the Options except upon exercise of the Options.
9) If the Company makes a pro rata issue (except a bonus issue) the exercise price of the Options
will be reduced in accordance with the ASX Listing Rules.
10) If the Company makes a bonus issue the number of securities over which the Options are
exercisable will be increased in accordance with the ASX Listing Rules.
11) Optionholders have the right to exercise any of their Options in accordance with these terms, prior
to the date of determining entitlements to any capital issues to the then existing shareholders of
the Company, made during the term of the Options.
12) In the event of any re-organisation (including reconstruction, consolidation, subdivision, reduction
or return of capital) of issued capital of the Company, the Options will be re-organised as required
by the ASX Listing Rules, but in all other respects the terms of exercise will remain unchanged.
13) The ordinary Shares allotted shall rank, from date of allotment, equally with the existing ordinary
Shares of the Company in all respects.
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14) The Options will not give any right to participate in dividends until Shares are issued pursuant to
the exercise of the relevant Options.
15) The Company will apply for official quotation by ASX of the Shares issued upon allotment of the
Shares if the ordinary Shares of the Company are quoted at that time.
16) The Options are not transferable, unless:
a) the prior consent of the Board is obtained, which consent may impose such terms and
conditions on such assignment, transfer, novation, encumbrance or disposal as the Board
sees fit in its sole and absolute discretion; or
b) such assignment or transfer occurs by force of law upon the death of a holder of an Option to
the holder's legal personal representative or
c) the Company has been admitted to the official list of the ASX and the transfer is to a person
to whom disclosure is not required under Part 6D.2 of the Corporations Act.
17) The Options will be recorded on the Company's register of Optionholders maintained at the share
registry. The register will be open for inspection by the Optionholders free of charge. Shares to
be allotted on exercise of the Options will be recorded on the Company's share register.
18) In the event the Company applies for and is listed on ASX, if there is any inconsistency between
any of the preceding terms and conditions and the ASX Listing Rules, then the ASX Listing Rules
prevail to the extent of the inconsistency.
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$0.30 (Series A) Options
1)

Each Option entitles the holder to subscribe for and be issued one ordinary share in Australis
Oil & Gas Holdings Pty Ltd (Australis or the Company) upon payment of the exercise price.

2)

The exercise price is A$0.30 per option.

3)

The Options will vest subject to the holder remaining in the employment or as an officer of the
Company or Group Company for a minimum period of 12 months from the date of grant.

4)

If a Participant's employment or position as an officer of the Company or Group Company
ceases because of an Uncontrollable Event:
(i)

all of the Option Holder’s unvested options will vest and ;

(ii)

the Option Holder may, at any time prior to the first to occur of:
(A)

the Expiry Date; and

(B)

12 months (or such other period as the Board shall, in its absolute discretion,
determine) from the date on which the Option Holder ceased that employment or
position exercise all vested options.

5)

The Options will expire at 5pm AWST on 31 December 2020 (Option Expiry Date). Options
not exercised on or before the Expiry Date will lapse.

6)

The Company will not apply to the Australian Stock Exchange Limited (ASX) for official
quotation of the Options.

7)

There are no participating rights or entitlements inherent in the Options and holders of the
Options will not be entitled to participate in new issues of capital that may be offered to
shareholders during the currency of the Options except upon exercise of the Options.

8)

If the Company makes a pro rata issue (except a bonus issue) the exercise price of the
Options will be reduced in accordance with the ASX Listing Rules.

9)

If the Company makes a bonus issue the number of securities over which the Options are
exercisable will be increased in accordance with the ASX Listing Rules.

10)

Optionholders have the right to exercise any of their Options that have become exercisable in
accordance with (b) above, prior to the date of determining entitlements to any capital issues
to the then existing shareholders of the Company, made during the term of the Options.

11)

In the event of any re-organisation (including reconstruction, consolidation, subdivision,
reduction or return of capital) of issued capital of the Company, the Options will be reorganised as required by the ASX Listing Rules, but in all other respects the terms of exercise
will remain unchanged.

12)

The Options shall be exercisable in accordance with these terms at any time on or before the
Option Expiry Date by the delivery to the registered office of the Company of a notice in
writing stating the intention of the Optionholder to exercise all or a specified number of
Options held by them accompanied by an Option certificate and a cheque made payable to
the Company for the subscription monies for the Shares. The notice and cheque must be
received by the Company during the exercise period. An exercise of only some Options shall
not affect the rights of the Optionholders to the balance of Options held by him or her.

13)

The ordinary Shares allotted shall rank, from date of allotment, equally with the existing
ordinary Shares of the Company in all respects.

14)

The Options will not give any right to participate in dividends until Shares are issued pursuant
to the exercise of the relevant Options.

15)

The Company will apply for official quotation by ASX of the Shares issued upon exercise of
the Options if the ordinary Shares of the Company are quoted at that time.

16)

The Options are not transferable, unless:
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(iii) the prior consent of the Board is obtained, which consent may impose such terms and
conditions on such assignment, transfer, novation, encumbrance or disposal as the
Board sees fit in its sole and absolute discretion; or
(iv) such assignment or transfer occurs by force of law upon the death of a holder of an
Option to the holder's legal personal representative.
17)

The Options will be recorded on the Company's register of Optionholders maintained at the
share registry. The register will be open for inspection by the Optionholders free of charge.
Shares to be allotted on exercise of the Options will be recorded on the Company's share
register.

18)

In the event the Company applies for and is listed on ASX, if there is any inconsistency
between any of the preceding terms and conditions and the ASX Listing Rules, then the ASX
Listing Rules prevail to the extent of the inconsistency.

19)

Notwithstanding any other terms and conditions, all options will vest and may be exercised:
i)

During a Bid Period

ii)

At any time after a Change in Control or Sale of Major Asset event has occurred

iii)

On an application under section 411 of the Corporations Act if a court orders a meeting
to be held concerning a proposed compromise or arrangement for the purposes of or in
connection with a scheme for the reconstruction of the Company or its amalgamation
with any other company.

In these terms and conditions:
“Bid Period” in relation to a takeover bid in respect to Shares in the Company, has meaning defined
in section 9 of the Corporations Act, provided that where a takeover bid is publicly announced prior to
the service of a bidder’s statement on the Company in relation to that takeover bid, the Bid Period
shall be deemed to have commenced at the time of that announcement.
“Change of Control” means a shareholder, or a group of associated shareholders
a) Becoming entitled to sufficient Shares in the company to give it or them the ability, in general
meeting, to replace all or a majority of the Board; or,
b) Gaining the ability to control more than 50% of the Voting Power (as defined in the
Corporations Act) in the Company.
“Sale of Major Asset” means the disposal of assets of the Company or its subsidiaries representing
in excess of 50% of the consolidated net assets of the Company.
“Uncontrollable Event” means death, serious injury, disability or illness which renders a Participant
incapable of continuing employment or position with a Group Company, forced early retirement,
retrenchment or redundancy, or such other circumstances which results in the Participant leaving the
employment or position of a Group Company and which the Board determines is an Uncontrollable
Event.
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$0.30 (Series B) Options
1)

Each Option entitles the holder to subscribe for and be issued one ordinary share in Australis
Oil & Gas Holdings Pty Ltd (Australis or the Company) upon payment of the exercise price.

2)

The exercise price is A$0.30 per option.

3)

The Options will vest subject to the holder remaining in the employment or as an officer of the
Company or Group Company from the date of grant to 13 November 2016.

4)

If a holder's employment or position as an officer of the Company or Group Company ceases
because of an Uncontrollable Event:
(i)

all of the holder’s unvested options will vest and ;

(ii)

the holder may, at any time prior to the first to occur of:
(A)

the Expiry Date; and

(B)

12 months (or such other period as the Board shall, in its absolute discretion,
determine) from the date on which the holder ceased that employment or position
exercise all vested options.

5)

The Options will expire at 5pm AWST on 31 December 2020 (Expiry Date). Options not
exercised on or before the Expiry Date will lapse.

6)

The Company will not apply to the Australian Stock Exchange Limited (ASX) for official
quotation of the Options.

7)

There are no participating rights or entitlements inherent in the Options and holders of the
Options will not be entitled to participate in new issues of capital that may be offered to
shareholders during the currency of the Options except upon exercise of the Options.

8)

If the Company makes a pro rata issue (except a bonus issue) the exercise price of the Options
will be reduced in accordance with the ASX Listing Rules.

9)

If the Company makes a bonus issue the number of securities over which the Options are
exercisable will be increased in accordance with the ASX Listing Rules.

10)

A holder has the right to exercise any of their Options that have become exercisable in
accordance with (b) above, prior to the date of determining entitlements to any capital issues to
the then existing shareholders of the Company, made during the term of the Options.

11)

In the event of any re-organisation (including reconstruction, consolidation, subdivision,
reduction or return of capital) of issued capital of the Company, the Options will be re-organised
as required by the ASX Listing Rules, but in all other respects the terms of exercise will remain
unchanged.

12)

The Options shall be exercisable in accordance with these terms at any time on or before the
Option Expiry Date by the delivery to the registered office of the Company of a notice in writing
stating the intention of the holder to exercise all or a specified number of Options held by them
accompanied by an Option certificate and a cheque made payable to the Company for the
subscription monies for the Shares. The notice and cheque must be received by the Company
during the exercise period. An exercise of only some Options shall not affect the rights of a
holder to the balance of Options held by him or her.

13)

The ordinary Shares allotted shall rank, from date of allotment, equally with the existing
ordinary Shares of the Company in all respects.

14)

The Options will not give any right to participate in dividends until Shares are issued pursuant
to the exercise of the relevant Options.

15)

The Company will apply for official quotation by ASX of the Shares issued upon exercise of the
Options if the ordinary Shares of the Company are quoted at that time.

16)

The Options are not transferable, unless:
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(i)

the prior consent of the Board is obtained, which consent may impose such terms and
conditions on such assignment, transfer, novation, encumbrance or disposal as the
Board sees fit in its sole and absolute discretion; or

(ii)

such assignment or transfer occurs by force of law upon the death of a holder of an
Option to the holder's legal personal representative.

17)

The Options will be recorded on the Company's Register of Optionholders maintained at the
share registry. The register will be open for inspection by the holder free of charge. Shares to
be allotted on exercise of the Options will be recorded on the Company's share register.

18)

In the event the Company applies for and is listed on ASX, if there is any inconsistency
between any of the preceding terms and conditions and the ASX Listing Rules, then the ASX
Listing Rules prevail to the extent of the inconsistency.

19)

Subject to the ASX Listing Rules and notwithstanding any other terms and conditions, all
options will vest and may be exercised:
i)

During a Bid Period

ii)

At any time after a Change in Control or Sale of Major Asset event has occurred

iii)

On an application under section 411 of the Corporations Act if a court orders a meeting
to be held concerning a proposed compromise or arrangement for the purposes of or in
connection with a scheme for the reconstruction of the Company or its amalgamation
with any other company.

In these terms and conditions:
“Board” means the board of directors of the Company from time to time
“Bid Period” in relation to a takeover bid in respect to Shares in the Company, has meaning defined
in section 9 of the Corporations Act, provided that where a takeover bid is publicly announced prior to
the service of a bidder’s statement on the Company in relation to that takeover bid, the Bid Period
shall be deemed to have commenced at the time of that announcement.
“Change of Control” means a shareholder, or a group of associated shareholders
i)

becoming entitled to sufficient Shares in the company to give it or them the ability, in general
meeting, to replace all or a majority of the Board; or,

ii)

gaining the ability to control more than 50% of the Voting Power (as defined in the
Corporations Act) in the Company.

“Corporations Act” means Corporations Act 2001 (Cth)
“Group” means the Company and its subsidiaries
“Group Company” means a member of the Group
“Sale of Major Asset” means the disposal of assets of the Company or its subsidiaries representing
in excess of 50% of the consolidated net assets of the Company.
“Uncontrollable Event” means death, serious injury, disability or illness which renders a holder
incapable of continuing employment or position with a Group Company, forced early retirement,
retrenchment or redundancy, or such other circumstances which results in the Participant leaving the
employment or position of a Group Company and which the Board determines is an Uncontrollable
Event.
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$0.35 (Series A) Options
1)

Each Option entitles the holder to subscribe for and be issued one ordinary share in Australis
Oil & Gas Holdings Pty Ltd (Australis or the Company) upon payment of the exercise price.

2)

The exercise price is A$0.35 per option.

3)

The Options will vest subject to the holder remaining in the employment or as an officer of the
Company or Group Company for a minimum period of 24 months from the date of grant.

4)

If a Participant's employment or position as an officer of the Company or Group Company
ceases because of an Uncontrollable Event:
i)

all of the Option Holder’s unvested options will vest and ;

ii)

the Option Holder may, at any time prior to the first to occur of:
i) the Expiry Date; and
ii)

12 months (or such other period as the Board shall, in its absolute discretion,
determine) from the date on which the Option Holder ceased that
employment or position

exercise all vested options.
5)

The Options will expire at 5pm AWST on 31 December 2022 (Option Expiry Date). Options
not exercised on or before the Expiry Date will lapse.

6)

The Company will not apply to the Australian Stock Exchange Limited (ASX) for official
quotation of the Options.

7)

There are no participating rights or entitlements inherent in the Options and holders of the
Options will not be entitled to participate in new issues of capital that may be offered to
shareholders during the currency of the Options except upon exercise of the Options.

8)

If the Company makes a pro rata issue (except a bonus issue) the exercise price of the
Options will be reduced in accordance with the ASX Listing Rules.

9)

If the Company makes a bonus issue the number of securities over which the Options are
exercisable will be increased in accordance with the ASX Listing Rules.

10)

Optionholders have the right to exercise any of their Options that have become exercisable in
accordance with (b) above, prior to the date of determining entitlements to any capital issues
to the then existing shareholders of the Company, made during the term of the Options.

11)

In the event of any re-organisation (including reconstruction, consolidation, subdivision,
reduction or return of capital) of issued capital of the Company, the Options will be reorganised as required by the ASX Listing Rules, but in all other respects the terms of exercise
will remain unchanged.

12)

The Options shall be exercisable in accordance with these terms at any time on or before the
Option Expiry Date by the delivery to the registered office of the Company of a notice in
writing stating the intention of the Optionholder to exercise all or a specified number of
Options held by them accompanied by an Option certificate and a cheque made payable to
the Company for the subscription monies for the Shares. The notice and cheque must be
received by the Company during the exercise period. An exercise of only some Options shall
not affect the rights of the Optionholders to the balance of Options held by him or her.

13)

The ordinary Shares allotted shall rank, from date of allotment, equally with the existing
ordinary Shares of the Company in all respects.

14)

The Options will not give any right to participate in dividends until Shares are issued pursuant
to the exercise of the relevant Options.

15)

The Company will apply for official quotation by ASX of the Shares issued upon exercise of
the Options if the ordinary Shares of the Company are quoted at that time.

16)

The Options are not transferable, unless:

Australis Oil & Gas Limited - Prospectus

page | 303

i)

the prior consent of the Board is obtained, which consent may impose such terms
and conditions on such assignment, transfer, novation, encumbrance or disposal as
the Board sees fit in its sole and absolute discretion; or

ii)

such assignment or transfer occurs by force of law upon the death of a holder of an
Option to the holder's legal personal representative.

17)

The Options will be recorded on the Company's register of Optionholders maintained at the
share registry. The register will be open for inspection by the Optionholders free of charge.
Shares to be allotted on exercise of the Options will be recorded on the Company's share
register.

18)

In the event the Company applies for and is listed on ASX, if there is any inconsistency
between any of the preceding terms and conditions and the ASX Listing Rules, then the ASX
Listing Rules prevail to the extent of the inconsistency.

19)

Notwithstanding any other terms and conditions, all options will vest and may be exercised:
i)

During a Bid Period

ii)

At any time after a Change in Control or Sale of Major Asset event has occurred

iii)

On an application under section 411 of the Corporations Act if a court orders a
meeting to be held concerning a proposed compromise or arrangement for the
purposes of or in connection with a scheme for the reconstruction of the Company or
its amalgamation with any other company.

In these terms and conditions:
“Bid Period” in relation to a takeover bid in respect to Shares in the Company, has meaning defined
in section 9 of the Corporations Act, provided that where a takeover bid is publicly announced prior to
the service of a bidder’s statement on the Company in relation to that takeover bid, the Bid Period
shall be deemed to have commenced at the time of that announcement.
“Change of Control” means a shareholder, or a group of associated shareholders
i) Becoming entitled to sufficient Shares in the company to give it or them the ability, in general
meeting, to replace all or a majority of the Board; or,
ii) Gaining the ability to control more than 50% of the Voting Power (as defined in the
Corporations Act) in the Company.
“Sale of Major Asset” means the disposal of assets of the Company or its subsidiaries representing
in excess of 50% of the consolidated net assets of the Company.
“Uncontrollable Event” means death, serious injury, disability or illness which renders a Participant
incapable of continuing employment or position with a Group Company, forced early retirement,
retrenchment or redundancy, or such other circumstances which results in the Participant leaving the
employment or position of a Group Company and which the Board determines is an Uncontrollable
Event.
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$0.35 (Series B) Options
1)

Each Option entitles the holder to subscribe for and be issued one ordinary share in Australis
Oil & Gas Holdings Pty Ltd (Australis or the Company) upon payment of the exercise price.

2)

The exercise price is A$0.35 per option.

3)

The Options will vest subject to the holder remaining in the employment or as an officer of the
Company or Group Company for a minimum period of 36 months from the date of grant.

4)

If a Participant's employment or position as an officer of the Company or Group Company
ceases because of an Uncontrollable Event:
i)

all of the Option Holder’s unvested options will vest and ;

ii)

the Option Holder may, at any time prior to the first to occur of:
A.

the Expiry Date; and

B.

12 months (or such other period as the Board shall, in its absolute discretion,
determine) from the date on which the Option Holder ceased that
employment or position

exercise all vested options.
5)

The Board in its absolute discretion may determine the extent to which any unvested options
that have not lapsed will become vested.

6)

The Options will expire at 5pm AWST on 31 December 2022 (Option Expiry Date). Options
not exercised on or before the Expiry Date will lapse.

7)

The Company will not apply to the Australian Stock Exchange Limited (ASX) for official
quotation of the Options.

8)

There are no participating rights or entitlements inherent in the Options and holders of the
Options will not be entitled to participate in new issues of capital that may be offered to
shareholders during the currency of the Options except upon exercise of the Options.

9)

If the Company makes a pro rata issue (except a bonus issue) the exercise price of the
Options will be reduced in accordance with the ASX Listing Rules.

10)

If the Company makes a bonus issue the number of securities over which the Options are
exercisable will be increased in accordance with the ASX Listing Rules.

11)

Optionholders have the right to exercise any of their Options that have become exercisable in
accordance with (b) above, prior to the date of determining entitlements to any capital issues
to the then existing shareholders of the Company, made during the term of the Options.

12)

In the event of any re-organisation (including reconstruction, consolidation, subdivision,
reduction or return of capital) of issued capital of the Company, the Options will be reorganised as required by the ASX Listing Rules, but in all other respects the terms of exercise
will remain unchanged.

13)

The Options shall be exercisable in accordance with these terms at any time on or before the
Option Expiry Date by the delivery to the registered office of the Company of a notice in
writing stating the intention of the Optionholder to exercise all or a specified number of
Options held by them accompanied by an Option certificate and a cheque made payable to
the Company for the subscription monies for the Shares. The notice and cheque must be
received by the Company during the exercise period. An exercise of only some Options shall
not affect the rights of the Optionholders to the balance of Options held by him or her.

14)

The ordinary Shares allotted shall rank, from date of allotment, equally with the existing
ordinary Shares of the Company in all respects.

15)

The Options will not give any right to participate in dividends until Shares are issued pursuant
to the exercise of the relevant Options.

16)

The Company will apply for official quotation by ASX of the Shares issued upon exercise of
the Options if the ordinary Shares of the Company are quoted at that time.
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17)

The Options are not transferable, unless:
i)

the prior consent of the Board is obtained, which consent may impose such terms
and conditions on such assignment, transfer, novation, encumbrance or disposal as
the Board sees fit in its sole and absolute discretion; or

ii)

such assignment or transfer occurs by force of law upon the death of a holder of an
Option to the holder's legal personal representative.

18)

The Options will be recorded on the Company's register of Optionholders maintained at the
share registry. The register will be open for inspection by the Optionholders free of charge.
Shares to be allotted on exercise of the Options will be recorded on the Company's share
register.

19)

In the event the Company applies for and is listed on ASX, if there is any inconsistency
between any of the preceding terms and conditions and the ASX Listing Rules, then the ASX
Listing Rules prevail to the extent of the inconsistency.

20)

Notwithstanding any other terms and conditions, all options will vest and may be exercised:
i)

During a Bid Period

ii)

At any time after a Change in Control or Sale of Major Asset event has occurred

iii)

On an application under section 411 of the Corporations Act if a court orders a
meeting to be held concerning a proposed compromise or arrangement for the
purposes of or in connection with a scheme for the reconstruction of the Company or
its amalgamation with any other company.

In these terms and conditions:
“Bid Period” in relation to a takeover bid in respect to Shares in the Company, has meaning defined
in section 9 of the Corporations Act, provided that where a takeover bid is publicly announced prior to
the service of a bidder’s statement on the Company in relation to that takeover bid, the Bid Period
shall be deemed to have commenced at the time of that announcement.
“Change of Control” means a shareholder, or a group of associated shareholders
a) Becoming entitled to sufficient Shares in the company to give it or them the ability, in general
meeting, to replace all or a majority of the Board; or,
b) Gaining the ability to control more than 50% of the Voting Power (as defined in the
Corporations Act) in the Company.
“Sale of Major Asset” means the disposal of assets of the Company or its subsidiaries representing
in excess of 50% of the consolidated net assets of the Company.
“Uncontrollable Event” means death, serious injury, disability or illness which renders a Participant
incapable of continuing employment or position with a Group Company, forced early retirement,
retrenchment or redundancy, or such other circumstances which results in the Participant leaving the
employment or position of a Group Company and which the Board determines is an Uncontrollable
Event.
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$0.35 (Series C) Options
1)

Each Option entitles the holder to subscribe for and be issued one ordinary share in Australis
Oil & Gas Holdings Pty Ltd (Australis or the Company) upon payment of the exercise price.

2)

The exercise price is A$0.35 per option.

3)

The Options will vest subject to the holder remaining in the employment or as an officer of the
Company or Group Company from the date of grant to 13 November 2017.

4)

If a holder's employment or position as an officer of the Company or Group Company ceases
because of an Uncontrollable Event:
(i)

all of the holder’s unvested options will vest and ;

(ii)

the holder may, at any time prior to the first to occur of:
(A)

the Expiry Date; and

(B)

12 months (or such other period as the Board shall, in its absolute discretion,
determine) from the date on which the holder ceased that employment or
position
exercise all vested options.

5)

The Options will expire at 5pm AWST on 31 December 2022 Expiry Date).
exercised on or before the Expiry Date will lapse.

6)

The Company will not apply to the Australian Stock Exchange Limited (ASX) for official
quotation of the Options.

7)

There are no participating rights or entitlements inherent in the Options and holders of the
Options will not be entitled to participate in new issues of capital that may be offered to
shareholders during the currency of the Options except upon exercise of the Options.

8)

If the Company makes a pro rata issue (except a bonus issue) the exercise price of the Options
will be reduced in accordance with the ASX Listing Rules.

9)

If the Company makes a bonus issue the number of securities over which the Options are
exercisable will be increased in accordance with the ASX Listing Rules.

10)

A holder has the right to exercise any of their Options that have become exercisable in
accordance with (b) above, prior to the date of determining entitlements to any capital issues to
the then existing shareholders of the Company, made during the term of the Options.

11)

In the event of any re-organisation (including reconstruction, consolidation, subdivision,
reduction or return of capital) of issued capital of the Company, the Options will be re-organised
as required by the ASX Listing Rules, but in all other respects the terms of exercise will remain
unchanged.

12)

The Options shall be exercisable in accordance with these terms at any time on or before the
Option Expiry Date by the delivery to the registered office of the Company of a notice in writing
stating the intention of the holder to exercise all or a specified number of Options held by them
accompanied by an Option certificate and a cheque made payable to the Company for the
subscription monies for the Shares. The notice and cheque must be received by the Company
during the exercise period. An exercise of only some Options shall not affect the rights of a
holder to the balance of Options held by him or her.

13)

The ordinary Shares allotted shall rank, from date of allotment, equally with the existing
ordinary Shares of the Company in all respects.

14)

The Options will not give any right to participate in dividends until Shares are issued pursuant
to the exercise of the relevant Options.

15)

The Company will apply for official quotation by ASX of the Shares issued upon exercise of the
Options if the ordinary Shares of the Company are quoted at that time.

16)

The Options are not transferable, unless:
(i)

Options not

the prior consent of the Board is obtained, which consent may impose such terms and
conditions on such assignment, transfer, novation, encumbrance or disposal as the
Board sees fit in its sole and absolute discretion; or
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(ii)

such assignment or transfer occurs by force of law upon the death of a holder of an
Option to the holder's legal personal representative.

17)

The Options will be recorded on the Company's Register of Optionholders maintained at the
share registry. The register will be open for inspection by the holder free of charge. Shares to
be allotted on exercise of the Options will be recorded on the Company's share register.

18)

In the event the Company applies for and is listed on ASX, if there is any inconsistency
between any of the preceding terms and conditions and the ASX Listing Rules, then the ASX
Listing Rules prevail to the extent of the inconsistency.

19)

Subject to the ASX Listing Rules and notwithstanding any other terms and conditions, all
options will vest and may be exercised:
(i)

During a Bid Period

(ii)

At any time after a Change in Control or Sale of Major Asset event has occurred

(iii)

On an application under section 411 of the Corporations Act if a court orders a meeting
to be held concerning a proposed compromise or arrangement for the purposes of or in
connection with a scheme for the reconstruction of the Company or its amalgamation
with any other company.

In these terms and conditions:
“Board” means the board of directors of the Company from time to time
“Bid Period” in relation to a takeover bid in respect to Shares in the Company, has meaning defined
in section 9 of the Corporations Act, provided that where a takeover bid is publicly announced prior to
the service of a bidder’s statement on the Company in relation to that takeover bid, the Bid Period
shall be deemed to have commenced at the time of that announcement.
“Change of Control” means a shareholder, or a group of associated shareholders:
(i)

becoming entitled to sufficient Shares in the company to give it or them the ability, in
general meeting, to replace all or a majority of the Board; or,

(ii)

gaining the ability to control more than 50% of the Voting Power (as defined in the
Corporations Act) in the Company.

“Corporations Act” means Corporations Act 2001 (Cth)
“Group” means the Company and its subsidiaries
“Group Company” means a member of the Group
“Sale of Major Asset” means the disposal of assets of the Company or its subsidiaries representing
in excess of 50% of the consolidated net assets of the Company.
“Uncontrollable Event” means death, serious injury, disability or illness which renders a holder
incapable of continuing employment or position with a Group Company, forced early retirement,
retrenchment or redundancy, or such other circumstances which results in the Participant leaving the
employment or position of a Group Company and which the Board determines is an Uncontrollable
Event.
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$0.35 (Series D) Options
1)

Each Option entitles the holder to subscribe for and be issued one ordinary share in Australis
Oil & Gas Holdings Pty Ltd (Australis or the Company) upon payment of the exercise price.

2)

The exercise price is A$0.35 per option.

3)

The Options will vest subject to the holder remaining in the employment or as an officer of the
Company or Group Company from the date of grant to 13 November 2018.

4)

If a holder's employment or position as an officer of the Company or Group Company ceases
because of an Uncontrollable Event:
(i)

all of the holder’s unvested options will vest and ;

(ii)

the holder may, at any time prior to the first to occur of:
(A)

the Expiry Date; and

(B)

12 months (or such other period as the Board shall, in its absolute discretion,
determine) from the date on which the Option Holder ceased that employment or
position
exercise all vested options.

5)

The Board in its absolute discretion may determine the extent to which any unvested options
that have not lapsed will become vested.

6)

The Options will expire at 5pm AWST on 31 December 2022 (Expiry Date). Options not
exercised on or before the Expiry Date will lapse.

7)

The Company will not apply to the Australian Stock Exchange Limited (ASX) for official
quotation of the Options.

8)

There are no participating rights or entitlements inherent in the Options and holders of the
Options will not be entitled to participate in new issues of capital that may be offered to
shareholders during the currency of the Options except upon exercise of the Options.

9)

If the Company makes a pro rata issue (except a bonus issue) the exercise price of the Options
will be reduced in accordance with the ASX Listing Rules.

10)

If the Company makes a bonus issue the number of securities over which the Options are
exercisable will be increased in accordance with the ASX Listing Rules.

11)

A holder has the right to exercise any of their Options that have become exercisable in
accordance with (b) above, prior to the date of determining entitlements to any capital issues to
the then existing shareholders of the Company, made during the term of the Options.

12)

In the event of any re-organisation (including reconstruction, consolidation, subdivision,
reduction or return of capital) of issued capital of the Company, the Options will be re-organised
as required by the ASX Listing Rules, but in all other respects the terms of exercise will remain
unchanged.

13)

The Options shall be exercisable in accordance with these terms at any time on or before the
Option Expiry Date by the delivery to the registered office of the Company of a notice in writing
stating the intention of the holder to exercise all or a specified number of Options held by them
accompanied by an Option certificate and a cheque made payable to the Company for the
subscription monies for the Shares. The notice and cheque must be received by the Company
during the exercise period. An exercise of only some Options shall not affect the rights of a
holder to the balance of Options held by him or her.

14)

The ordinary Shares allotted shall rank, from date of allotment, equally with the existing
ordinary Shares of the Company in all respects.

15)

The Options will not give any right to participate in dividends until Shares are issued pursuant
to the exercise of the relevant Options.

16)

The Company will apply for official quotation by ASX of the Shares issued upon exercise of the
Options if the ordinary Shares of the Company are quoted at that time.

17)

The Options are not transferable, unless:
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(i)

the prior consent of the Board is obtained, which consent may impose such terms and
conditions on such assignment, transfer, novation, encumbrance or disposal as the
Board sees fit in its sole and absolute discretion; or

(ii)

such assignment or transfer occurs by force of law upon the death of a holder of an
Option to the holder's legal personal representative.

18)

The Options will be recorded on the Company's Register of Optionholders maintained at the
share registry. The register will be open for inspection by the holder free of charge. Shares to
be allotted on exercise of the Options will be recorded on the Company's share register.

19)

In the event the Company applies for and is listed on ASX, if there is any inconsistency
between any of the preceding terms and conditions and the ASX Listing Rules, then the ASX
Listing Rules prevail to the extent of the inconsistency.

20)

Subject to the ASX Listing Rules and notwithstanding any other terms and conditions, all
options will vest and may be exercised:
(i)

During a Bid Period

(ii)

At any time after a Change in Control or Sale of Major Asset event has occurred

(iii)

On an application under section 411 of the Corporations Act if a court orders a meeting
to be held concerning a proposed compromise or arrangement for the purposes of or in
connection with a scheme for the reconstruction of the Company or its amalgamation
with any other company.

In these terms and conditions:
“Board” means the board of directors of the Company from time to time
“Bid Period” in relation to a takeover bid in respect to Shares in the Company, has meaning defined
in section 9 of the Corporations Act, provided that where a takeover bid is publicly announced prior to
the service of a bidder’s statement on the Company in relation to that takeover bid, the Bid Period
shall be deemed to have commenced at the time of that announcement.
“Change of Control” means a shareholder, or a group of associated shareholders
i)

becoming entitled to sufficient Shares in the company to give it or them the ability, in general
meeting, to replace all or a majority of the Board; or,

ii)

gaining the ability to control more than 50% of the Voting Power (as defined in the
Corporations Act) in the Company.

“Corporations Act” means Corporations Act 2001 (Cth)
“Group” means the Company and its subsidiaries
“Group Company” means a member of the Group
“Sale of Major Asset” means the disposal of assets of the Company or its subsidiaries representing
in excess of 50% of the consolidated net assets of the Company.
“Uncontrollable Event” means death, serious injury, disability or illness which renders a holder
incapable of continuing employment or position with a Group Company, forced early retirement,
retrenchment or redundancy, or such other circumstances which results in the Participant leaving the
employment or position of a Group Company and which the Board determines is an Uncontrollable
Event.
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$0.275 (Series B) Options
1) Each Option entitles the holder to subscribe for and be issued one ordinary share in Australis Oil
& Gas Holdings Pty Ltd (Australis or the Company) upon payment of the exercise price.
2) The exercise price is A$0.275 per option.
3) The Options will vest subject to the holder remaining as a Director of the Company for a minimum
period of 12 months from the date of grant.
4) If a Participant's employment or position as a Director ceases because of an Uncontrollable
Event:
a) all of the Option Holder’s unvested options will vest and ;
b) the Option Holder may, at any time prior to the first to occur of:
i)

the Expiry Date; and

ii)

12 months (or such other period as the Board shall, in its absolute discretion,
determine) from the date on which the Option Holder ceased that employment or
position exercise all vested options.

5) The Options will expire at 5pm AWST on 24 May 2021 (Option Expiry Date). Options not
exercised on or before the Expiry Date will lapse.
6) The Company will not apply to the Australian Stock Exchange Limited (ASX) for official quotation
of the Options.
7) There are no participating rights or entitlements inherent in the Options and holders of the Options
will not be entitled to participate in new issues of capital that may be offered to shareholders
during the currency of the Options except upon exercise of the Options.
8) If the Company makes a pro rata issue (except a bonus issue) the exercise price of the Options
will be reduced in accordance with the ASX Listing Rules.
9) If the Company makes a bonus issue the number of securities over which the Options are
exercisable will be increased in accordance with the ASX Listing Rules.
10) Optionholders have the right to exercise any of their Options that have become exercisable in
accordance with (b) above, prior to the date of determining entitlements to any capital issues to
the then existing shareholders of the Company, made during the term of the Options.
11) In the event of any re-organisation (including reconstruction, consolidation, subdivision, reduction
or return of capital) of issued capital of the Company, the Options will be re-organised as required
by the ASX Listing Rules, but in all other respects the terms of exercise will remain unchanged.
12) The Options shall be exercisable in accordance with these terms at any time on or before the
Option Expiry Date by the delivery to the registered office of the Company of a notice in writing
stating the intention of the Optionholder to exercise all or a specified number of Options held by
them accompanied by an Option certificate and a cheque made payable to the Company for the
subscription monies for the Shares. The notice and cheque must be received by the Company
during the exercise period. An exercise of only some Options shall not affect the rights of the
Optionholders to the balance of Options held by him or her.
13) The ordinary Shares allotted shall rank, from date of allotment, equally with the existing ordinary
Shares of the Company in all respects.
14) The Options will not give any right to participate in dividends until Shares are issued pursuant to
the exercise of the relevant Options.
15) The Company will apply for official quotation by ASX of the Shares issued upon exercise of the
Options if the ordinary Shares of the Company are quoted at that time.
16) The Options are not transferable, unless:
a) the prior consent of the Board is obtained, which consent may impose such terms and
conditions on such assignment, transfer, novation, encumbrance or disposal as the Board
sees fit in its sole and absolute discretion; or
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b) such assignment or transfer occurs by force of law upon the death of a holder of an Option to
the holder's legal personal representative.
17) The Options will be recorded on the Company's register of Optionholders maintained at the share
registry. The register will be open for inspection by the Optionholders free of charge. Shares to
be allotted on exercise of the Options will be recorded on the Company's share register.
18) In the event the Company applies for and is listed on ASX, if there is any inconsistency between
any of the preceding terms and conditions and the ASX Listing Rules, then the ASX Listing Rules
prevail to the extent of the inconsistency.
19) Notwithstanding any other terms and conditions, all options will vest and may be exercised:
a) During a Bid Period
b) At any time after a Change in Control or Sale of Major Asset event has occurred
c) On an application under section 411 of the Corporations Act if a court orders a meeting to be
held concerning a proposed compromise or arrangement for the purposes of or in connection
with a scheme for the reconstruction of the Company or its amalgamation with any other
company.
In these terms and conditions:
“Bid Period” in relation to a takeover bid in respect to Shares in the Company, has meaning defined
in section 9 of the Corporations Act, provided that where a takeover bid is publicly announced prior to
the service of a bidder’s statement on the Company in relation to that takeover bid, the Bid Period
shall be deemed to have commenced at the time of that announcement.
“Change of Control” means a shareholder, or a group of associated shareholders
i)

Becoming entitled to sufficient Shares in the company to give it or them the ability, in
general meeting, to replace all or a majority of the Board; or,

ii)

Gaining the ability to control more than 50% of the Voting Power (as defined in the
Corporations Act) in the Company.

“Sale of Major Asset” means the disposal of assets of the Company or its subsidiaries representing
in excess of 50% of the consolidated net assets of the Company.
“Uncontrollable Event” means death, serious injury, disability or illness which renders a Participant
incapable of continuing employment or position with a Group Company, forced early retirement,
retrenchment or redundancy, or such other circumstances which results in the Participant leaving the
employment or position of a Group Company and which the Board determines is an Uncontrollable
Event.
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$0.275 (Series C) Options
1) Each Option entitles the holder to subscribe for and be issued one ordinary share in Australis Oil
& Gas Holdings Pty Ltd (Australis or the Company) upon payment of the exercise price.
2) The exercise price is A$0.275 per option.
3) The Options will vest subject to the holder remaining as a Director of the Company for a minimum
period of 24 months from the date of grant.
4) If a Participant's employment or position as a Director ceases because of an Uncontrollable
Event:
a) all of the Option Holder’s unvested options will vest and ;
b) the Option Holder may, at any time prior to the first to occur of:
i)

the Expiry Date; and

ii)

12 months (or such other period as the Board shall, in its absolute discretion,
determine) from the date on which the Option Holder ceased that
employment or position exercise all vested options.

5) The Options will expire at 5pm AWST on 24 May 2021 (Option Expiry Date).
exercised on or before the Expiry Date will lapse.

Options not

6) The Company will not apply to the Australian Stock Exchange Limited (ASX) for official quotation
of the Options.
7) There are no participating rights or entitlements inherent in the Options and holders of the Options
will not be entitled to participate in new issues of capital that may be offered to shareholders
during the currency of the Options except upon exercise of the Options.
8) If the Company makes a pro rata issue (except a bonus issue) the exercise price of the Options
will be reduced in accordance with the ASX Listing Rules.
9) If the Company makes a bonus issue the number of securities over which the Options are
exercisable will be increased in accordance with the ASX Listing Rules.
10) Optionholders have the right to exercise any of their Options that have become exercisable in
accordance with (b) above, prior to the date of determining entitlements to any capital issues to
the then existing shareholders of the Company, made during the term of the Options.
11) In the event of any re-organisation (including reconstruction, consolidation, subdivision, reduction
or return of capital) of issued capital of the Company, the Options will be re-organised as required
by the ASX Listing Rules, but in all other respects the terms of exercise will remain unchanged.
12) The Options shall be exercisable in accordance with these terms at any time on or before the
Option Expiry Date by the delivery to the registered office of the Company of a notice in writing
stating the intention of the Optionholder to exercise all or a specified number of Options held by
them accompanied by an Option certificate and a cheque made payable to the Company for the
subscription monies for the Shares. The notice and cheque must be received by the Company
during the exercise period. An exercise of only some Options shall not affect the rights of the
Optionholders to the balance of Options held by him or her.
13) The ordinary Shares allotted shall rank, from date of allotment, equally with the existing ordinary
Shares of the Company in all respects.
14) The Options will not give any right to participate in dividends until Shares are issued pursuant to
the exercise of the relevant Options.
15) The Company will apply for official quotation by ASX of the Shares issued upon exercise of the
Options if the ordinary Shares of the Company are quoted at that time.
16) The Options are not transferable, unless:
a) the prior consent of the Board is obtained, which consent may impose such terms and
conditions on such assignment, transfer, novation, encumbrance or disposal as the Board
sees fit in its sole and absolute discretion; or
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b) such assignment or transfer occurs by force of law upon the death of a holder of an Option to
the holder's legal personal representative.
17) The Options will be recorded on the Company's register of Optionholders maintained at the share
registry. The register will be open for inspection by the Optionholders free of charge. Shares to
be allotted on exercise of the Options will be recorded on the Company's share register.
18) In the event the Company applies for and is listed on ASX, if there is any inconsistency between
any of the preceding terms and conditions and the ASX Listing Rules, then the ASX Listing Rules
prevail to the extent of the inconsistency.
19) Notwithstanding any other terms and conditions, all options will vest and may be exercised:
a) During a Bid Period
b) At any time after a Change in Control or Sale of Major Asset event has occurred
c) On an application under section 411 of the Corporations Act if a court orders a meeting to be
held concerning a proposed compromise or arrangement for the purposes of or in connection
with a scheme for the reconstruction of the Company or its amalgamation with any other
company.
In these terms and conditions:
“Bid Period” in relation to a takeover bid in respect to Shares in the Company, has meaning defined
in section 9 of the Corporations Act, provided that where a takeover bid is publicly announced prior to
the service of a bidder’s statement on the Company in relation to that takeover bid, the Bid Period
shall be deemed to have commenced at the time of that announcement.
“Change of Control” means a shareholder, or a group of associated shareholders
a) Becoming entitled to sufficient Shares in the company to give it or them the ability, in general
meeting, to replace all or a majority of the Board; or,
b) Gaining the ability to control more than 50% of the Voting Power (as defined in the
Corporations Act) in the Company.
“Sale of Major Asset” means the disposal of assets of the Company or its subsidiaries representing
in excess of 50% of the consolidated net assets of the Company.
“Uncontrollable Event” means death, serious injury, disability or illness which renders a Participant
incapable of continuing employment or position with a Group Company, forced early retirement,
retrenchment or redundancy, or such other circumstances which results in the Participant leaving the
employment or position of a Group Company and which the Board determines is an Uncontrollable
Event.
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$0.275 (Series D) Options
1) Each Option entitles the holder to subscribe for and be issued one ordinary share in Australis Oil
& Gas Holdings Pty Ltd (Australis or the Company) upon payment of the exercise price.
2) The exercise price is A$0.275 per option.
3) The Options will vest subject to the holder remaining as a Director of the Company for a minimum
period of 36 months from the date of grant.
4) If a Participant's employment or position as a Director ceases because of an Uncontrollable
Event:
a) all of the Option Holder’s unvested options will vest and ;
b) the Option Holder may, at any time prior to the first to occur of:
i)

the Expiry Date; and

ii)

12 months (or such other period as the Board shall, in its absolute discretion,
determine) from the date on which the Option Holder ceased that employment or
position exercise all vested options.

5) The Options will expire at 5pm AWST on 24 May 2021 (Option Expiry Date).
exercised on or before the Expiry Date will lapse.

Options not

6) The Company will not apply to the Australian Stock Exchange Limited (ASX) for official quotation
of the Options.
7) There are no participating rights or entitlements inherent in the Options and holders of the Options
will not be entitled to participate in new issues of capital that may be offered to shareholders
during the currency of the Options except upon exercise of the Options.
8) If the Company makes a pro rata issue (except a bonus issue) the exercise price of the Options
will be reduced in accordance with the ASX Listing Rules.
9) If the Company makes a bonus issue the number of securities over which the Options are
exercisable will be increased in accordance with the ASX Listing Rules.
10) Optionholders have the right to exercise any of their Options that have become exercisable in
accordance with (b) above, prior to the date of determining entitlements to any capital issues to
the then existing shareholders of the Company, made during the term of the Options.
11) In the event of any re-organisation (including reconstruction, consolidation, subdivision, reduction
or return of capital) of issued capital of the Company, the Options will be re-organised as required
by the ASX Listing Rules, but in all other respects the terms of exercise will remain unchanged.
12) The Options shall be exercisable in accordance with these terms at any time on or before the
Option Expiry Date by the delivery to the registered office of the Company of a notice in writing
stating the intention of the Optionholder to exercise all or a specified number of Options held by
them accompanied by an Option certificate and a cheque made payable to the Company for the
subscription monies for the Shares. The notice and cheque must be received by the Company
during the exercise period. An exercise of only some Options shall not affect the rights of the
Optionholders to the balance of Options held by him or her.
13) The ordinary Shares allotted shall rank, from date of allotment, equally with the existing ordinary
Shares of the Company in all respects.
14) The Options will not give any right to participate in dividends until Shares are issued pursuant to
the exercise of the relevant Options.
15) The Company will apply for official quotation by ASX of the Shares issued upon exercise of the
Options if the ordinary Shares of the Company are quoted at that time.
16) The Options are not transferable, unless:
a) the prior consent of the Board is obtained, which consent may impose such terms and
conditions on such assignment, transfer, novation, encumbrance or disposal as the Board
sees fit in its sole and absolute discretion; or
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b) such assignment or transfer occurs by force of law upon the death of a holder of an Option to
the holder's legal personal representative.
17) The Options will be recorded on the Company's register of Optionholders maintained at the share
registry. The register will be open for inspection by the Optionholders free of charge. Shares to
be allotted on exercise of the Options will be recorded on the Company's share register.
18) In the event the Company applies for and is listed on ASX, if there is any inconsistency between
any of the preceding terms and conditions and the ASX Listing Rules, then the ASX Listing Rules
prevail to the extent of the inconsistency.
19) Notwithstanding any other terms and conditions, all options will vest and may be exercised:
a) During a Bid Period
b) At any time after a Change in Control or Sale of Major Asset event has occurred
c) On an application under section 411 of the Corporations Act if a court orders a meeting to be
held concerning a proposed compromise or arrangement for the purposes of or in connection
with a scheme for the reconstruction of the Company or its amalgamation with any other
company.
In these terms and conditions:
“Bid Period” in relation to a takeover bid in respect to Shares in the Company, has meaning defined
in section 9 of the Corporations Act, provided that where a takeover bid is publicly announced prior to
the service of a bidder’s statement on the Company in relation to that takeover bid, the Bid Period
shall be deemed to have commenced at the time of that announcement.
“Change of Control” means a shareholder, or a group of associated shareholders
i) Becoming entitled to sufficient Shares in the company to give it or them the ability, in general
meeting, to replace all or a majority of the Board; or,
ii) Gaining the ability to control more than 50% of the Voting Power (as defined in the
Corporations Act) in the Company.
“Sale of Major Asset” means the disposal of assets of the Company or its subsidiaries representing
in excess of 50% of the consolidated net assets of the Company.
“Uncontrollable Event” means death, serious injury, disability or illness which renders a Participant
incapable of continuing employment or position with a Group Company, forced early retirement,
retrenchment or redundancy, or such other circumstances which results in the Participant leaving the
employment or position of a Group Company and which the Board determines is an Uncontrollable
Event.
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15 Glossary
UNIT

MEASURE

UNIT

MEASURE

mmbbls

Millions of barrels of oil

bcf

Billion cubic feet

mmbbl/d

Millions of barrels of oil
per day

bbl

Barrel of oil

mbbl/d

Thousands of barrels
per day

bbl/d

Barrel of oil per day

mmscf/d

Millions of cubic feet of
gas per day

km

Kilometres

mscf/d

Thousands of cubic
feet of gas per day

km2

Square kilometres

bcm

Billions of cubic metres

scf

Cubic foot of gas

Term

Meaning

AAPL

American Association of Petroleum Landmen.

Accounting Standards

accounting standards, principles and practices applying by law or
otherwise generally accepted and consistently applied in
Australia.

Annual WP&B

the Annual Work Program & Budget comprising the Land WP&B
and Development Plan that is to be approved annually in advance
by the Operating Committee pursuant to the JDA.

API

American Petroleum Institute gravity, a relative measurement of
crude density.

APL

Australis Europe Pty Ltd ACN 168 643 981 (formerly known as
Australis Oil & Gas Pty Ltd and as Australis Oil & Gas Limited
(established in March 2014 by Messrs Stewart, Lusted and
Dowland)).

Applicant

an investor that applies for Shares using a Broker Form
Application Form pursuant to this Prospectus, and Application
has a corresponding meaning.

Application Monies

the amount accompanying a Broker Firm Application Form
submitted by an investor.

Appraisal Assets

as defined in Section 3.3(b).

ASIC

the Australian Securities and Investments Commission.

ASX

ASX Limited (ABN 98 008 624 691) or, as the context requires,
the financial market operated by it.
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Term

Meaning

ASX Listing Rules

the listing rules of ASX.

ASX Recommendations

the Corporate Governance Principles and Recommendations for
Australian listed entities developed and released by the ASX
Corporate Governance Council in order to promote investor
confidence and to assist companies in meeting stakeholder
expectations.

ASX Settlement

ASX Settlement Pty Ltd (ABN 49 008 504 532).

ASX
Settlement
Rules

Operating

the operating rules of the settlement facility provided by ASX
Settlement as amended from time to time.

A$, AUD$, Dollar or $

Australian dollars unless otherwise stated.

ATM

Australis TMS Inc, a wholly owned, USA incorporated, subsidiary
of Australis USA 1 Pty Ltd.

Aurora

the then Aurora Oil & Gas Limited, now renamed Aurora Oil &
Gas Pty Ltd ACN 008 787 988.

Australis

Australis Oil & Gas Limited ACN 609 262 937 or it and its
subsidiaries as the context requires.

Australis Portugal

Australis Portugal Sociedade Unipessoal LDA, an indirect
subsidiary of Australis registered in Portugal.

Batalha Concession

the Concession awarded by the Portuguese Government on 30
September 2015 to Australis Portugal in respect of the certain
areas identified in Schedule 1 of the Cuatrecasas, Goncalves
Pereira Report in Section 7.

BDO

BDO Corporate Finance (WA) Pty Ltd ABN 27 124 031 045 AFS
Licence No 316158.

Board

the board of Directors.

boe

barrel of oil equivalent.

Broker

any ASX participating organisation selected by the Lead Manager
to participate in the Broker Firm Offer and includes the Co-Lead
Manager.

Broker Firm Offer

has the meaning given to it in Section 2.1.

Business Day

a day on which trading takes place on the stock market of ASX.

Capex

capital expenditure.

CHESS

the ASX Clearing House Electronic Sub-register System.

Chairman or Chair

Mr Jon Stewart.

Closing Date

the closing date for receipt of Application Forms under this
Prospectus being 15 July 2016 (unless extended or closed early
by the Company in its absolute discretion).
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Term

Meaning

Co-Lead Manager

Bell Potter Securities Limited (AFSL 243480).

Company

Australis Oil & Gas Limited ACN 609 262 937 and where the
context required includes its subsidiaries.

Concession(s)

the two onshore oil and gas exploration concession contracts
awarded to Australis Portugal, known as the Pombal Concession
and the Batalha Concession.

Constitution

the Company’s Constitution as at the date of this Prospectus.

Consultant Incentive

the option Australis granted Mr Monteleone to acquire a 3%
Working Interest for nominal consideration across all
Concessions awarded to Australis or its subsidiaries.

Core Proven Assets

as defined in Section 3.3(a).

Corporations Act

the Corporations Act 2001 (Cth).

Development Plan

the annual development plan budget approved annually in
advance by the Operating Committee pursuant to the JDA.

Directors

directors of the Company.

Eagle Ford

an unconventional shale field onshore Texas USA.

EIA

USA Energy Information Administration.

ENMC

Entidade Nacional para o Mercado de Combustíveis, the
Portuguese authority that regulates oil and gas activity in
Portugal.

Expiry Date

the date that is 13 months after the date of the Prospectus.

Exploration Assets

as defined in Section 3.3(c).

Exploration Period

as defined in Section 3.6(d)(ii).

Exposure Period

the period of 7 days from the date of lodgement of the Prospectus
with ASIC. This period may be extended by ASIC for a further
period of up to 7 days.

Extension Options

has the meaning given in Section 3.5(h)(i).

Financial Information

the financial information set out in Section 9.

Form JOA

AAPL Form 610-1989.

Founders

Jon Stewart, Ian Lusted and Graham Dowland and their affiliated
entities and affiliates being Mr Jon Kingsley Stewart and Ms
Carolyn Ann Stewart as trustees for the Epicure Superannuation
Fund, and Mr Ian Lincoln Lusted as attorney for Everzen Holdings
Pty Ltd as trustee for The Lusted Family Trust and Mrs Treffina
Dowland; except in the case of the shareholder deed described in
Section 10.16 in which case Founders means Mr Jon Kingsley
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Term

Meaning
Stewart and Ms Carolyn Ann Stewart as trustees for the Epicure
Superannuation Fund, Mr Graham Dowland, and Mr Ian Lincoln
Lusted as attorney for Everzen Holdings Pty Ltd ACN 123 458
686 as trustee for The Lusted Family Trust.

Fundamental Change

certain changes to an executive’s terms and conditions of
employment, such as where the executive ceases to hold their
position, or suffers a material diminution in their responsibilities or
authority except where (i) the employment is terminated by the
employer with notice (or payment in lieu of notice) and the Board
is not on notice of any such changes; (ii) the employer terminates
the employment without notice for serious misconduct and other
grounds; (iii) the executive is suspended; or (iv) the parties
consent to the change.

General Meeting

the general meeting of the Company held on 27 June 2016.

G.O.R.

Gas to Oil ratio.

Group

Australis and its subsidiaries from time to time and Group
Company means any of them.

HBP

held by production means all leases within a Production Unit
remain valid following the expiry of the Primary Term of the
leases so long as the production of hydrocarbons are maintained.
Most oil and gas leases allow for the lessee to retain the lease
beyond the Primary Term of such lease for so long as there is
production in paying quantities from a well on such lease (or on
lands pooled or unitized with such lease). Leases (and the
underlying lands) for which the Primary Terms have expired, but
which have production in paying quantities attributable thereto,
are commonly referred to as being Held by Production or HBP.

Indemnity Deed

deed of access, indemnity and insurance entered into by the
Company and each of its directors and officers as described in
Section 11.2(c).

Independent or Independent
Director

a non-executive Director that the Board considers to be
independent in accordance with Section 5.2 and for the purpose
of the ASX Recommendations.

Institutional Investor

investors who are (a) persons in Australia who are wholesale
clients under section 761G of the Corporations Act and either
“professional investors” or “sophisticated investors” under
sections 708(8) and 708(11) of the Corporations Act; or (b)
institutional investors in certain other jurisdictions, as agreed by
the Company and the Lead Manager, to whom offers of Shares
may lawfully be made without the need for a lodged or registered
prospectus or other form of disclosure document or filing with, or
approval by, any government agency (except to the extent
Australis, in its absolute discretion, are willing to comply with such
requirements).

Institutional Offer

has the meaning given to it in Section 2.1.

Investigating
Report or IAR

Accountant’s
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Term

Meaning

IPO Mandate

the agreement between the Company and the Lead Manager
dated 15 June 2016 and summarised in Section 10.1

JDA

has the meaning given in Section 10.6

JOA or Master JOA

has the meaning given in Section 10.7.

Land WP&B

the work program and budget and associated expenditure agreed
between ATM and Paloma within the JDA for 2016 and 2017
calendar years for all leasing activities within the TMS AMI Area.

Lead Manager

Euroz Securities Limited (AFSL 243302).

LIBOR

London Interbank Offer Rate.

Listing

the commencement of trading in Shares on the Official List of the
ASX.

Net Revenue Interest

the share of oil and gas production due to a Working Interest
owner after deduction of any overriding royalty and/or burden that
is payable to the lessor or owner of mineral rights.

Offer

the offer under this Prospectus for 120,000,000 Shares by the
Company at the Offer Price.

Offer Price

$0.25 per Share.

Official List

the official list of ASX.

Official Quotation

quotation on the official list of ASX.

OPEC

Organisation of Petroleum Exporting Countries.

Opening Date

the opening date for receipt of Application Forms under this
Prospectus being 6 July 2016.

Option

an option to acquire a Share and, as the context may require,
means those options identified in Annexure B – Rights attaching
to Options.

Paloma

Paloma Partners IV, LLC.

Participant

an Optionholder under the relevant Option terms.

Pombal Concession

the Concession awarded by the Portuguese Government on 30
September 2015 to Australis Portugal in respect of the certain
areas identified in in Schedule 1 of the Cuatrecasas Goncalves
Pereira Report in Section 7.

Pooled, Pooling or Unitisation

The combination of two or more oil and gas leases to form a
Production Unit. This process is either achieved by the voluntary
agreement of mineral rights owners or by an involuntary or forced
pooling legal process.

Portuguese Authorities

the various regulatory bodies of the Portuguese Government that
regulate, administer and/or control activities of the oil and gas
industry within Portugal, including the ENMC and the Minister of
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Term

Meaning
the Economy.

Portugal Regulations

the granting of rights to petroleum exploration and production,
and the exploration and production activities conducted in
exploiting these rights, as governed by Decree-Law No. 109/94,
issued on 26 April 1994, and various orders, notices and
directives promulgated thereunder.

Primary Term

the term of mineral rights leasehold excluding an option term.

Privacy Act

Privacy Act 1988 (Cth).

Production Unit

the combination of two or more oil and gas leases that form a
legally designated area equivalent to the maximum drainage by a
single well in an efficient and economic manner.

Prospectus

this Prospectus.

Proved Reserves, Probable
Reserves, Possible Reserves,
Petroleum
Reserves,
Contingent Resources and
Prospective Resources

have the same meanings given to them in the ASX Listing rules,
and as defined by the 2007 Petroleum Management System
(PRMS) approved by the Society of Petroleum Engineers (SPE).

PSA

has the meaning given in Section 10.5.

Qualified
Reserves
Resources Evaluator

and

has the meaning given to it in the ASX Listing Rules.

Restricted Securities

Securities expected to be the subject of Restriction Agreements
under Appendix 9 of the ASX Listing Rules.

Retail Investor

an investor who is not an Institutional Investor.

SEC

U.S. Securities and Exchange Commission.

Section

a section of this Prospectus.

Security

a Share or Option.

Sellers

Everzen Holdings Pty Ltd, JK Stewart Investments Pty Ltd and
Treffina Joyce Dowland.

Share

a fully paid ordinary share in the capital of the Company and,
where the context permits, means the Shares the subject of the
Offer.

Share Registry or Registry

Computershare Investor Services Pty Ltd ACN 078 279 277.

Shareholders

the holders of Shares.

Sophisticated Investor

investors who are: (a) persons in Australia who are wholesale
clients under section 761G of the Corporations Act and either
“professional investors” or “sophisticated investors” under
sections 708(8) and 708(11) of the Corporations Act; or (b)
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persons in New Zealand who are ‘wholesale investors’ under Part
3 of Schedule 1 of the Financial Markets Conduct Act 2013 (New
Zealand).

SPA

the Share Purchase Agreement between the Company and the
holders of APL securities dated 15 November 2015. See Section
11.2

STI

short term incentive as set out in the employment agreement of
the relevant executive as set out in Section 10.

Subsequent Events

as detailed in the Investigating Accountant’s Report in Section 9.

Topanga

Topanga Resources Inc.

Tight Oil

oil found within reservoirs with very low permeability including but
not limited to shale.

TMS

Tuscaloosa Marine Shale.

TMS AMI

the area of mutual interest defined within the JDA which covers a
geographical area across Mississippi and Louisiana within the
TMS.

TMS Core Area

the area defined within the TMS and detailed in Section 3.5(b)
and Section 8.

TMS Leases

those leases in the TMS in which ATM has a Working Interest, as
at the date of this Prospectus and as set out in the Beta Land
Services report in Section 7.

TRRC

Texas Railroad Commission.

TVD

the vertical distance from a point in the well normally defined as
mean sea level of rig floor.

Unconventional Appraisal
Asset

an Appraisal Asset that is an Unconventional Play

Unconventional Plays

an oil and gas source rock that is developed using artificial
stimulation techniques. A subset of Tight Oil.

Unit JOA

has the meaning given in Section 10.7.

USA

The United States of America.

USD or US$

United States of America dollars.

VWAP

volume weighted average price.

WA

Western Australia.

Working Interest

the ownership in a mineral lease that provides the lessee the right
to explore, drill and produce oil and gas from the leasehold area.

Australis Oil & Gas Limited - Prospectus

page | 323

Term
WST
WTI
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Meaning
Western Standard Time.
West Texas Intermediate.
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