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Financial Report 2013 /14



Consolidated Statement Of Profit Or Loss And
Other Comprehensive Income

For the financial year ended 30 June 2014

2014 2013

Note $000's $000's
Production income 3 34,005 49,798
Production costs 4 (18,213) (19,131)
Gross profit from production 15,792 30,667
Other income 3 162 160
Loss on sale of fixed assets (3)
Amortisation of production properties 4 (9,262) (17,520)
Interest expense 4 (3)
Net foreign currency exchange gain 3 81 3,702
Other expenses 4 (6,692) (8,597)
Profit before income tax expense 78 8,409
Income tax expense 6 (2,244) (2,040)
(Loss)/profit after income tax expense for the year (2,166) 6,369
Other comprehensive income for the year, net of tax
Total comprehensive income for the year (2,166) 6,369
(Loss)/profit for the year is attributable to:
Owners of Cue Energy Resources Limited (2,166) 6,369
Total comprehensive income for the year is attributable to:
Owners of Cue Energy Resources Limited (2,166) 6,369
Basic earnings per share (cents) 20 (0.39) 0.91
Diluted earnings per share (cents) 20 (0.31) 0.91

The accompanying notes form part of and are to be read in conjunction with these Financial Statements.
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Consolidated Statement Of Financial Position

As at ended 30 June 2014
2014 2013
Note $000's $000's
Current Assets
Cash and cash equivalents 24(b) 40,558 58,828
Trade and other receivables 8 3,542 5,096
Inventories 10 843 1,157
Total Current Assets 44,943 65,081
Non-Current Assets
Property, plant and equipment 9 118 63
Deferred tax assets 6 71 214
Exploration and evaluation expenditure 12 54,069 36,944
Production properties 13 79,458 73,935
Total Non-Current Assets 133,716 111,156
Total Assets 178,659 176,237
Current Liabilities
Trade and other payables 15 21,184 11,977
Tax liabilities 6 2,398 3,973
Provisions 16 563 475
Total Current Liabilities 24,145 16,425
Non-Current Liabilities
Deferred tax liabilities 6 19,484 22,106
Provisions 16 5,627 6,137
Total Non-Current Liabilities 25111 28,243
Total Liabilities 49,256 44,668
Net Assets 129,403 131,569
Equity
Issued capital 7(a) 152,416 152,416
Reserves 7 (b) - 22
Accumulated losses (23,013) (20,869)
Total Equity 129,403 131,569

The accompanying notes form part of and are to be read in conjunction with these Financial Statements.
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Consolidated Statement Of Changes In Equity

For the financial year ended 30 June 2014

42

Balance at 1 July 2013

Loss after income tax expense for the year

Other comprehensive income for the year, net of tax
Total comprehensive income for the year

Transactions with the owners in their capacity as owners:

Share based payments

Balance at 30 June 2014

Balance at 1 July 2012

Profit after income tax expense for the year

Other comprehensive income for the year, net of tax
Total comprehensive income for the year

Transactions with the owners in their capacity as owners:

Share based payments

Balance at 30 June 2013

Share-based

Accumulated Payments
Issued Capital Losses Reserve Total
$'000 $'000 $'000 $'000
152,416 (20,869) 22 131,569
(2,166) (2,166)
S (2,166) (2,166)
22 (22)
152,416 (23,013) 5 129,403
Share-based
Accumulated Payments
Issued Capital Losses Reserve Total
$'000 $'000 $'000 $'000
152,416 (27,663) 425 125,178
6,369 6,369
- 6,369 6,369
425 (403) 22
152,416 (20,869) 22 131,569

The accompanying notes form part of and are to be read in conjunction with these Financial Statements.
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Consolidated Statement Of Cash Flows

For the financial year ended 30 June 2014

Cash Flows From Operating Activities
Receipts from customers

Interest received

Payments to suppliers and employees
Income taxes paid

Royalties paid

Interest paid

Net Cash Provided by Operating Activities

Cash Flows From Investing Activities

Payments for exploration and evaluation expenditure
Payments for production properties

Payments for property, plant and equipment

Net Cash Used In Investing Activities

Cash Flows From Financing Activities
Proceeds from issue of shares
Repayment of borrowings

Net Cash Used In Financing Activities

Net (Decrease)/Increase in Cash and Cash Equivalents
Cash and cash equivalents at the beginning of the year

Effect of exchange rate change on foreign currency balances held at the beginning of the year

Cash and Cash Equivalents at the End of the Year

The accompanying notes form part of and are to be read in conjunction with these Financial Statements.
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2014 2013

Note $000's $000's
35,801 58,127

167 149

(23,319) (23,420)

(6,298) (244)

(731) (1,880)

(3)

24(a) 5,620 32,729
(9,666) (4,932)

(14,035) (5,905)

(155) (18)

(23,856) (10,855)

(18,236) 21,874

58,828 33,733

(34) 3,221

24(b) 40,558 58,828




Notes To The Financial Statements

For the financial year ended 30 June 2014
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1  Summary Of Significant Accounting Policies

Cue Energy Resources Limited is a for-profit Public Company listed
on the Australian Securities Exchange incorporated and domiciled
in Australia. The financial report was authorised for issue by the
Directors on the date the Directors’ Declaration was signed.

(@)  Operations and Principal Activities

Operations comprise petroleum exploration, development
and production activities.

(b)  Statement of compliance

The financial report is a general purpose financial report
presented in Australian dollars which has been prepared
in accordance with Australian Accounting Standards

and Interpretations issued by the Australian Accounting
Standards Board ("AASB”) and the Corporations Act 2001,
as appropriate for for-profit oriented entities. International
Financial Reporting Standards ("IFRSs") form the basis of
Australian Accounting Standards adopted by the AASB. The
financial reports of the consolidated entity also comply
with IFRS and interpretations adopted by the International
Accounting Standards Board.

The accounting policies set out below have been applied
consistently to all periods presented in this report.

(c)  Basis of preparation

The financial report has been prepared on a going concern
basis using the historical cost convention.

In accordance with the Corporations Act 2001, these
financial statements present the results of the consolidated
entity only. Supplementary information about the parent
entity is disclosed in note 25.

(d)  Critical accounting estimates and judgements

The preparation of a financial report in conformity with
Australian Accounting Standards requires management to
make judgements, estimates and assumptions that affect
the application of policies and reported amounts of assets
and liabilities, income and expenses. The estimates and
associated assumptions are based on historical experience
and various other factors that are believed to be reasonable
under the circumstances, the results of which form the
basis of making the judgements about carrying values of
assets and liabilities that are not readily apparent from other
sources. Actual results may differ from these estimates.
These accounting policies have been consistently applied
by each entity in the consolidated entity, and the estimates
and underlying assumptions are reviewed on an ongoing
basis.
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The judgements, estimates and assumptions that have
a significant risk of causing a material adjustment to the
carrying values of assets and liabilities within the next
financial year are discussed below.

(i) Recovery of Deferred Tax Assets

Deferred tax assets resulting from unused tax losses have
been recognised on the basis that management considers
it is probable that future tax profits will be available to utilise
the unused tax losses.

(i) Impairment of Production Properties Assets

Production properties impairment testing requires an
estimation of the value-in-use of the cash generating units
to which deferred costs have been allocated. The value-
in-use calculation requires the entity to estimate the future
cash flows expected to arise from the cash generating unit
and a suitable discount rate in order to calculate present
value. Other assumptions used in the calculations which
could have an impact on future years includes USD rates,
available reserves and oil and gas prices.

(iii) Useful Life of Production Property Assets

As detailed at note 1 (k) production properties are amortised
on a unit-of-production basis, with separate calculations
being made for each resource. Estimates of reserve
quantities are a critical estimate impacting amortisation of
production property assets.

(iv) Estimates of Reserve Quantities

The estimated quantities of Proven and Probable
hydrocarbon reserves reported by the Company are integral
to the calculation of the amortisation expense relating

to Production Property Assets, and to the assessment of
possible impairment of these assets. Estimated reserve
quantities are based upon interpretations of geological

and geophysical models and assessments of the technical
feasibility and commercial viability of producing the
reserves. These assessments require assumptions to be
made regarding future development and production costs,
commodity prices, exchange rates and fiscal regimes.

The estimates of reserves may change from period to
period as the economic assumptions used to estimate

the reserves can change from period to period, and as
additional geological data is generated during the course of
operations. Reserves estimates are prepared in accordance
with the Company’s policies and procedures for reserves
estimation which conform to guidelines prepared by the
Society of Petroleum Engineers.



(e)
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(v) Joint Arrangements

The entity is subject to a number of joint arrangements in
relation to both its production properties and exploration
assets. The joint arrangement agreements require unanimous
consent from all parties in some instances for all relevant
activities, all assets are held jointly in common and all parties
are severally liable for the liabilities incurred.

These arrangements are therefore classified as Joint
Operations and the consolidated entity recognises its direct
rights to jointly held assets, liabilities, revenues and expenses.

(vi) Restoration Provisions

Provisions for future environmental restoration are recognised
where there is a present obligation as a result of exploration,
development, production, transportation or storage

activities having been undertaken, and it is probable that an
outflow of economic benefits will be required to settle the
obligation. The estimated future obligations include the costs
of removing facilities, abandoning wells and restoring the
affected areas.

(vii) Legal Claim

As a result of an economic project arrangement in the Jeruk
field within the Sampang PSC, Indonesia, Cue may in certain
circumstances have an obligation to reimburse certain monies
spent by the incoming party from future profit oil within

the Sampang PSC. There is a dispute between Cue and the
incoming party as to the quantum of monies that they may be
entitled to claim by way of such reimbursement and when any
such reimbursement would be payable. The Company is of the
view that any amount which might eventually become payable
would not be likely to exceed the amount of USD5.3 million
which has been provided for in the financial statements.

During the year, an arbitration hearing found in favour of Cue’s
position, however claims made by the incoming party are yet
to be settled and hence there is still significant judgement and
estimation in relation to these legal claims.

New, revised or amending Accounting Standards
and Interpretations adopted

The consolidated entity has adopted all of the new, revised or
amending Accounting Standards and Interpretations issued by
the Australian Accounting Standards Board ("AASB”) that are
mandatory for the current reporting period.

Any new, revised or amending Accounting Standards or
Interpretations that are not yet mandatory have not been early
adopted.
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The following Accounting Standards and Interpretations are
most relevant to the consolidated entity:

AASB 10 Consolidated Financial Statements

The consolidated entity has applied AASB 10 from 1 July
2013, which has a new definition of ‘control. Control exists
when the reporting entity is exposed, or has the rights, to
variable returns from its involvement with another entity
and has the ability to affect those returns through its ‘power’
over that other entity. A reporting entity has power when

it has rights that give it the current ability to direct the
activities that significantly affect the investee’s returns. The
consolidated entity not only has to consider its holdings and
rights but also the holdings and rights of other shareholders
in order to determine whether it has the necessary power for
consolidation purposes.

AASB 11 Joint Arrangements

The consolidated entity has applied AASB 11 from 1 July
2013. The standard defines which entities qualify as joint
arrangements and removes the option to account for joint
ventures using proportional consolidation. Joint ventures,
where the parties to the agreement have the rights to the
net assets are accounted for using the equity method. Joint
operations, where the parties to the agreements have the
rights to the assets and obligations for the liabilities, will
account for its share of the assets, liabilities, revenues and
expenses separately under the appropriate classifications.

AASB 12 Disclosure of Interests in Other Entities

The consolidated entity has applied AASB 12 from 1 July 2013.
The standard contains the entire disclosure requirement
associated with other entities, being subsidiaries, associates,
joint arrangements (joint operations and joint ventures)

and unconsolidated structured entities. The disclosure
requirements have been significantly enhanced when
compared to the disclosures previously located in AASB

127 ‘Consolidated and Separate Financial Statements, AASB
128 ‘Investments in Associates, AASB 131 ‘Interests in Joint
Ventures' and Interpretation 112 ‘Consolidation - Special
Purpose Entities.

AASB 13 Fair Value Measurement and AASB 2011-8
Amendments to Australian Accounting Standards arising from
AASB 13

The consolidated entity has applied AASB 13 and its
consequential amendments from 1 July 2013. The standard
provides a single robust measurement framework, with clear
measurement objectives, for measuring fair value using the
‘exit price’ and provides guidance on measuring fair value
when a market becomes less active. The ‘highest and best use’
approach is used to measure non-financial assets whereas
liabilities are based on transfer value. The standard requires
increased disclosures where fair value is used.



(f)

Summary Of Significant Accounting Policies (cont’)

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

The consolidated entity has applied AASB 119 and its
consequential amendments from 1 July 2013. The standard
eliminates the corridor approach for the deferral of gains
and losses; streamlines the presentation of changes in
assets and liabilities arising from defined benefit plans,
including requiring remeasurements to be presented in
other comprehensive income; and enhances the disclosure
requirements for defined benefit plans. The standard also
changed the definition of short-term employee benefits,
from ‘due to' to ‘expected to’ be settled within 12 months.
Annual leave that is not expected to be wholly settled within
12 months is now discounted allowing for expected salary
levels in the future period when the leave is expected to be
taken.

AASB 127 Separate Financial Statements (Revised), AASB
128 Investments in Associates and Joint Ventures (Reissued)
and AASB 2011-7 Amendments to Australian Accounting
Standards arising from the Consolidation and Joint
Arrangements Standards

The consolidated entity has applied AASB 127, AASB 128

and AASB 2011-7 from 1 July 2013. AASB 127 and AASB 128
have been modified to remove specific guidance that is now
contained in AASB 10, AASB 11 and AASB 12 and AASB 2011-
7 makes numerous consequential changes to a range of
Australian Accounting Standards and Interpretations. AASB
128 has also been amended to include the application of
the equity method to investments in joint ventures.

AASB 2012-2 Amendments to Australian Accounting
Standards - Disclosures - Offsetting Financial Assets and
Financial Liabilities

The consolidated entity has applied AASB 2012-2

from 1 July 2013. The amendments enhance AASB

7 'Financial Instruments: Disclosures and requires
disclosure of information about rights of set-off and

related arrangements, such as collateral agreements. The
amendments apply to recognised financial instruments that
are subject to an enforceable master netting arrangement or
similar agreement.

Principles of consolidation

The consolidated financial statements incorporate the
assets and liabilities of all subsidiaries of Cue Energy
Resources Limited (“company” or “parent entity"”) as at 30
June 2014 and the results of all subsidiaries for the year then
ended. Cue Energy Resources Limited and its subsidiaries
together are referred to in this financial report as the Group
or the consolidated entity.

Subsidiaries are all those entities over which the Group has
the power to govern the financial and operating policies,
generally accompanying a shareholding of more than
one-half of the voting rights. The existence and effect of
potential voting rights that are currently exercisable or
convertible are considered when assessing whether the
Group controls another entity.
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(9)

Subsidiaries are fully consolidated from the date on
which control is transferred to the Group. They are de-
consolidated from the date that control ceases.

Intercompany transactions, balances and unrealised gains
on transactions between Group companies are eliminated.
Unrealised losses are also eliminated unless the transaction
provides evidence of the impairment of the asset
transferred. Accounting policies of subsidiaries have been
changed where necessary to ensure consistency with the
policies adopted by the Group.

A change in ownership interest, without the loss of control,
is accounted for as an equity transaction, where the
difference between the consideration transferred and the
book value of the share of the non-controlling interest is
recognised directly in equity attributable to the parent.

Investments in subsidiaries are accounted for at cost in the
individual financial statements of Cue Energy Resources
Limited.

Revenue recognition

Revenue is recognised in profit or loss when the significant
risks and rewards of ownership have been transferred to the
buyer. Revenue is recognised and measured at the fair value
of the consideration or contributions received, net of goods
and service tax ("GST"), to the extent it is probable that the
economic benefits will flow to the Group and the revenue
can be reliably measured.

Sales revenue

Sales revenue is recognised on the basis of the Group's
interest in a producing field (“entitlements” method), when
the physical product and associated risks and rewards of
ownership pass to the purchaser, which is generally at the
time of ship or truck loading, or in certain instances the
product entering the pipeline.

Revenue earned under a production sharing contract
("PSC") is recognised on a net entitlements basis according
to the terms of the PSC.

Interest income

Interest revenue is recognised as interest accrues using the
effective interest method. This is a method calculating the
amortised cost of a financial asset and allocating the interest
income over the relevant period using the effective interest
rate, which is the rate that exactly discounts estimated
future cash receipts through the expected life of the
financial assets to the net carrying amount of the financial
asset.

Other income

Other income is recognised in profit or loss at the fair value
of the consideration received or receivable, net of GST,
when the significant risks and rewards of ownership have
been transferred to the buyer or when the service has been
performed.



(h)

(i)

G)
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The gain or loss arising on disposal of a non-current asset

is included as other income at the date control of the asset
passes to the buyer. The gain or loss on disposal is calculated
as the difference between the carrying amount of the asset at
the time of disposal and the net proceeds on disposal.

Exploration and evaluation project expenditure

Costs incurred during the exploration, evaluation and
development stages of specific areas of interest are
accumulated. Such expenditure comprises net direct costs,
but does not include general overheads or administrative
expenditure not having a specific nexus with a particular area
of interest.

(k)

Expenditure is only carried forward as an asset where it

is expected to be fully recouped through the successful
development of the area, or where activities to date have
not yet reached a stage to allow adequate assessment
regarding existence of economically recoverable reserves,
and active and significant operations in relation to the area
are continuing. Ultimate recoupment of costs is dependent
on successful development and commercial exploitation, or
alternatively, sale of respective areas.

Costs are written off as soon as an area has been abandoned
or considered to be non-commercial.

No amortisation is provided in respect of projects in the
exploration, evaluation and development stages until they are )
reclassified as production properties.

Restoration costs recognised in respect of areas of interest in
the exploration and evaluation stage are carried forward as
exploration, evaluation and development expenditure.

Impairment

The carrying amounts of the consolidated entity’s assets are
reviewed at each reporting date to determine whether there is
any indication of impairment. If any such indication exists, the
asset’s recoverable amount is estimated.

An impairment loss is recognised whenever the carrying
amount of an asset or its cash generating unit exceeds the
recoverable amount. Impairment losses are recognised in
profit or loss, unless an asset has previously been revalued,
in which case the impairment loss is recognised as a reversal
to the extent of that previous revaluation with any excess
recognised through profit or loss.

(m)

Impairment losses recognised in respect of cash-generating
units are allocated to reduce the carrying amount of the assets
in the unit (group of units) on a pro rata basis.

Calculation of recoverable amount (n)
For oil and gas assets the estimated future cash flows are
based on value-in-use calculations using estimates of
hydrocarbon reserves, future production profiles, commodity
prices, operating costs and any future development costs
necessary to produce the reserves. Estimates of future
commodity prices are based on contracted prices where
applicable or based on forward market prices where available.
The recoverable amount of other assets is the greater of their
net selling price and value-in-use.
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In assessing value-in-use, the estimated future cash flows are
discounted to their present value using a pre-tax discount rate
that reflects current market assessments of the time value of
money and the risks specific to the asset. For an asset that
does not generate largely independent cash inflows, the
recoverable amount is determined for the cash-generating
unit to which the asset belongs.

Production properties

Production properties are carried at the reporting date at cost
less accumulated amortisation and accumulated impairment
losses. Production properties represent the accumulation of
all exploration, evaluation, development and acquisition costs
in relation to areas of interest in which production licences
have been granted.

Amortisation of costs is provided on the unit-of-production
basis, separate calculations being made for each resource.
The unit-of-production basis results in an amortisation charge
proportional to the depletion of economically recoverable
reserves (comprising both proven and probable reserves), and
is shown as a separate line item in profit or loss.

Amounts (including subsidies) received during the exploration,
evaluation, development or construction phases which are

in the nature of reimbursement or recoupment of previously
incurred costs are offset against such capitalised costs.

Property, plant and equipment

Class of Fixed Asset Depreciation Rate

5-40%

Property, plant and equipment is carried at historical cost
less accumulated depreciation and accumulated impairment
losses. Depreciation is calculated on a diminishing value basis
so as to allocate the cost of each item of equipment over its
expected economic life. The economic life of equipment
has due regard to physical life limitations and to present
assessments of economic recovery. Estimates of remaining
useful lives are made on a regular basis for all assets, with
annual reassessment for major items. Gains and losses on
disposal of property, plant and equipment are taken into
account in determining the operating results for the year.

Office and computer equipment

Cash and cash equivalents

For purposes of the statement of cash flows, cash includes
deposits at call which are readily convertible to cash on hand
and which are used in the cash management function on a
day-to-day basis, net of outstanding bank overdrafts.

Trade and other receivables

Trade receivables due from related parties and other
receivables represent the principal amounts due at the
reporting date plus accrued interest and less, where
applicable, any unearned income and allowance for doubtful
accounts. Trade receivables are generally due for settlement
within 30 days.



(o)

(p)

(q)

(r)

Summary Of Significant Accounting Policies (cont’)

Inventories

Inventories consist of hydrocarbon stock. Inventories are
valued at the lower of cost and net realisable value. Cost

is determined on a weighted average basis and includes
direct costs and an appropriate portion of fixed production
overheads where applicable.

Trade and other payables

These amounts represent the principal amounts
outstanding at the reporting date plus, where applicable,
any accrued interest. Trade payables are normally paid
within 30 days, and due to their short term nature are
generally unsecured and not discounted.

Provisions

A provision is recognised in the statement of financial
position when the Group has a present legal or constructive
obligation as a result of a past event, it is probable that an
outflow of resources embodying economic benefits will be
required to settle the obligation and a reliable estimate can
be made of the amount of the obligation. Provisions are
determined by discounting the expected future cash flows
at a pre-tax rate that reflects current market assessments of
the time value of money and, where appropriate, the risk
specific to the liability.

Restoration

Provisions for future environmental restoration are
recognised where there is a present obligation as a result

of exploration, development, production, transportation or
storage activities having been undertaken, and it is probable
that an outflow of economic benefits will be required to
settle the obligation. The estimated future obligations
include the costs of removing facilities, abandoning wells
and restoring the affected areas.

The provision of future restoration costs is the best estimate
of the present value of the future expenditure required to
settle the restoration obligation at the reporting date, based
on current legal requirements. Future restoration costs are
reviewed annually and any changes in the estimate are
reflected in the present value of the restoration provision at
the reporting date, with a corresponding change in the cost
of the associated asset.

The amount of the provision for future restoration costs
relating to exploration, development and production
facilities is capitalised and depleted as a component of the
cost of those activities.

Employee benefits

The following liabilities arising in respect of employee
benefits are measured at their nominal amounts:

- wages and salaries and annual leave expected to be
settled within twelve months of the reporting date; and

- other employee benefits expected to be settled within
twelve months of the reporting date.
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(s)

(t)

All other employee benefit liabilities expected to be settled
more than 12 months after the reporting date are measured
at the present value of the estimated future cash outflows
in respect of services provided up to the reporting date.
Liabilities are determined after taking into consideration
estimated future increase in wages and salaries and past
experience regarding staff departures. Related on-costs are
included.

Joint operations

A joint operation is a joint arrangement whereby the parties
that have joint control of the arrangement have rights to

the assets, and obligations for the liabilities, relating to the
arrangement. The consolidated entity has recognised its
share of jointly held assets, liabilities, revenues and expenses
of joint operations. These have been incorporated in the
financial statements under the appropriate classifications.

Income tax

The income tax expense for the year is the tax payable on
the current period’s taxable income based on the applicable
income tax rate for each jurisdiction adjusted by changes in
deferred tax assets and liabilities attributable to temporary
differences and to unused tax losses.

Deferred income tax is provided in full, using the liability
method, on temporary differences arising between the tax
bases of assets and liabilities and their carrying amounts

in the consolidated financial statements. However,

deferred income tax is not accounted for if it arises from
initial recognition of an asset or liability in a transaction
other than a business combination that at the time of the
transaction affects neither accounting nor taxable profit or
loss. Deferred income tax is determined using tax rates (and
laws) that have been enacted or substantially enacted by the
reporting date and are expected to apply when the related
deferred income tax asset is realised or the deferred income
tax liability is settled.

Deferred tax assets are recognised for deductible temporary
differences and unused tax losses only if it is probable that
future taxable amounts will be available to utilise those
temporary differences and losses.

Deferred tax assets and liabilities are offset when there is

a legally enforceable right to offset current tax assets and
liabilities and when the deferred tax balances relate to the
same taxation authority. Current tax assets and tax liabilities
are offset where the entity has a legally enforceable right to
offset and intends either to settle on a net basis, or to realise
the asset and settle the liability simultaneously.

Current and deferred tax balances attributable to amounts
recognised directly in equity are also recognised directly in
equity.

Cue Energy Resources Limited (the ‘head entity’) and its
wholly-owned Australian controlled entities have formed an
income tax consolidated group under the tax consolidation
regime effective 1 July 2010. The head entity and the
controlled entities in the tax consolidated group continue to
account for their own current and deferred tax amounts.



(u)

(v)

(w)
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The tax consolidated group has applied the group allocation
approach in determining the appropriate amount of taxes to
allocate to members of the tax consolidated group.

In addition to its own current and deferred tax amounts, the
head entity also recognises the current tax liabilities (or assets)
and the deferred tax assets arising from unused tax losses and
unused tax credits assumed from controlled entitles in the tax
consolidated group.

Assets or liabilities arising under tax funding agreement with
the tax consolidated entities are recognised as amounts
receivable from or payable to other entities in the tax
consolidated group. The tax funding arrangement ensures
that the intercompany charge equals the current tax liability
or benefit of each tax consolidated group member, resulting
in neither a contribution by the head entity to the subsidiaries
nor a distribution by the subsidiaries to the head entity.

Foreign currency

Functional and presentation currency

The financial statements of each group entity are measured
using their relevant functional currency, which is the currency
of the primary economic environment in which that entity
operates. The consolidated financial statements are presented
in Australian dollars, as this is the parent entity’s functional and
presentation currency.

Transactions and balances

Transactions in foreign currencies of entities within the
consolidated entity are translated into functional currency at
the rate of exchange ruling at the date of the transaction.

Foreign currency monetary items that are outstanding at

the reporting date (other than monetary items arising under
foreign currency contracts where the exchange rate for that
monetary item is fixed in the contract) are translated using the
spot rate at the end of financial year.

Resulting exchange differences arising on settlement or
re-statement are recognised as in profit or loss for the
financial year.

Leases

Lease payments for operating leases where substantial risks
and benefits remain with the lessor are charged as expenses in
the periods in which they are incurred.

Contributed equity

Ordinary share capital is recognised at the fair value of the
consideration received by the Company. Any transaction costs
arising on the issue of ordinary shares are recognised directly
in equity as a reduction of the share proceeds received.
Ordinary share capital bears no special terms or conditions
affecting income or capital entitlements of the shareholders.
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(x)

(y)

Rounding

The amounts contained in this financial report have been
rounded to the nearest $1,000 (where rounding is applicable)
under the option available to the Company under ASIC Class
Order 98/100. The Company is an entity to which the Class
Order applies.

New Accounting Standards and Interpretations not
yet mandatory or early adopted

Australian Accounting Standards and Interpretations that have
recently been issued or amended but are not yet mandatary,
have not been early adopted by the consolidated entity

for the annual reporting period ended 30 June 2014. The
consolidated entity’s assessment of the impact of these new
or amended Accounting Standards and Interpretations, most
relevant to the consolidated entity, are set out below.

AASB 9 Financial Instruments and its consequential
amendments

This standard and its consequential amendments are
applicable to annual reporting periods beginning on or after

1 January 2017 and completes phases | and Il of the IASB's
project to replace IAS 39 (AASB 139) ‘Financial Instruments:
Recognition and Measurement’ This standard introduces new
classification and measurement models for financial assets,
using a single approach to determine whether a financial asset
is measured at amortised cost or fair value. The accounting

for financial liabilities continues to be classified and measured
in accordance with AASB 139, with one exception, being that
the portion of a change of fair value relating to the entity’s
own credit risk is to be presented in other comprehensive
income unless it would create an accounting mismatch.
Chapter 6 "Hedge Accounting” supersedes the general hedge
accounting requirement in AASB 139 and provides a new
simpler approach to hedge accounting that is intended to
more closely align with risk management activities undertaken
by entities when hedging financial and non-financial risks.
The consolidated entity will adopt this standard and the
amendments from 1 July 2017 but the impact of its adoption is
yet to be assessed by the consolidated entity.

AASB 2012-3 Amendments to Australian Accounting Standards
- Offsetting Financial Assets and Financial Liabilities

The amendments are applicable to annual reporting periods
beginning on or after 1 January 2014. The amendments

add application guidance to address inconsistencies in the
application of the offsetting criteria in AASB 132 ‘Financial
Instruments: Presentation, by clarifying the meaning of
‘currently has a legally enforceable right of set-off’; and
clarifies that some gross settlement systems may be
considered to be equivalent to net settlement. The adoption
of the amendments from 1 July 2014 will not have a material
impact on the consolidated entity.



Summary Of Significant Accounting Policies (cont’)

AASB 2013-3 Amendments to AASB 136- Recoverable
amount Disclosures for Non-Financial Assets

These amendments are applicable to annual reporting
periods beginning on or after 1 January 2014. The disclosure
requirements of AASB 136 ‘Impairment of Assets” have

been enhanced to require additional information about the
fair value measurement when the recoverable amount of
impaired assets is based on fair value less costs of disposals.
Additionally, if measured using a present value technique,
the discount rate is required be disclosed. The adoption

of these amendments from 1 July 2014 may increase the
disclosures by the consolidated entity.

Annual Improvements to IFRSs 2010-2012 Cycle

These amendments are applicable to annual reporting
periods beginning on or after 1 July 2014 and affects (2)
several Accounting Standards as follows: Amends the
definition of ‘'vesting conditions’ and ‘market conditionand
adds definitions for ‘performance condition’ and ‘service
condition’in AASB 2 ‘Share-Based Payment’; Amends

AASB 3 ‘Business Combinations’ to clarify that contingent
consideration that is classified as an asset or liability shall
be measured at fair value of each reporting date; Amends
AASB 8 ‘Operating Segments' to require entities to disclose
the judgements made by management in applying the
aggregation criteria; Clarifies that AASB 8 only requires

a reconciliation of the total reportable segments assets

to the entity’s assets, if the segment assets are reported
regularly; clarifies that the issuance of AASB 13 “Fair Value
Measurement’ and the amending of AASB 139 ‘Financial
Instruments: Recondition and Measurement”and AASB 9
‘Financial Instruments’ did not remove the ability to measure
short-term receivables and payables with not stated interest
rate at their invoice amount, if the effect of discounting

is immaterial; Clarifies that in AASB 116 ‘Property, Plant

and Equipment’ and AASB 138 ‘Intangible Assets, when

an asset is revalued the gross carrying amount is adjusted
in a manner that is consistent with the revaluation of

the carrying amount (i.e. proportional restatement of
accumulated amortisation); and Amends AASB 124 ‘Related
Party Disclosure’to clarify that an entity providing key
management personnel services to the reporting entity or
to the parent of the reporting entity is a ‘related party’ of
the reporting entity. The adoption of these amendments
from 1 July 2014 will not have a material impact on the
consolidated entity.

Annual Improvement to IFRSs 2011-2013 Cycle

These amendments are applicable to annual reporting
periods beginning or after 1 July 2014 and affects four
Accounting Standards as follows: Clarifies the ‘meaning of
effective IFRSs"in AASB 1 ‘First-time Adoption of Australian
Accounting Standards’; Clarifies that AASB 3 ‘Business
Combination’ excludes from its scope the accounting

for the formation of a joint arrangement in the financial
statements of the joint arrangement itself’; Clarifies that
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the scope of the portfolio exemption in AASB 13 ‘Fair Value
Measurement’ includes all contracts accounted for with
the scope of AASB 139 ‘Financial Instruments: Recondition
and Measurement’ or AASB 9 * Financial Instruments;,
regardless of whether they meet the definitions of financial
assets or financial liabilities are defined AASB 132 ‘Financial
Instruments: Presentation’; and Clarifies that determining
whether a specific transaction meets the definition of both
a business combination as defined in AASB 3 ‘Business
Combinations’ and investment property as defined in AASB
140 ‘Investment Property’ requires the separate application
of both standards independently of each other. The
adoption of these amendments from 1 July 2014 will not
have a material impact on the consolidated entity.

Goods and Services tax (‘GST’) and other similar
taxes

Revenues, expense and assets are recognised net of the
amount of associated GST, unless the GST incurred is

not recoverable from the tax authority. In this case it is
recognised as part of the cost of the acquisition of the asset
or as part of the expense.

Receivables and payables are stated inclusive of the amount
of GST receivable or payable. The net amount of GST
recoverable from, or payable to, the tax authority is included
in other receivables or other payables in the statement of
financial position.

Cash flows are presented on a gross basis. The GST
components of cash flows arising from investing or
financing activities which are recoverable from, or payable
to the tax authority, are presented as operating cash flows.

Commitments and contingencies are disclosed net of the
amount of GST recoverable from, or payable to, the tax
authority.
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Financial Instruments

The Group's principal financial instruments comprise receivables, payables, cash and short term deposits.

The Group manages its exposure to key financial risks, including interest rate and currency risk through management’s regular
assessment of financial risks. The objective of the assessment is to support the delivery of the Group's financial targets whilst protecting
future financial security.

The main risks arising from the Group's financial instruments are interest rate risk, foreign currency risk, commodity price risk, credit risk
and liquidity risk. The Group uses different methods to measure and manage different types of risk to which it is exposed. These include
monitoring levels of exposure to interest rate and foreign exchange risk and assessments of market forecasts for interest rate, foreign
exchange and commaodity prices. These risks are summarised below.

Primary responsibility for identification and control of financial risks rests with the Chief Financial Officer under the authority of the Board.
The Board reviews and agrees management's assessment for managing each of the risks identified below.

The carrying amounts and net fair values of the economic entity’s financial assets and liabilities at the reporting date are:

CARRYING AMOUNT NET FAIR VALUE

2014 2013 2014 2013
Consolidated $'000 $'000 $'000 $'000
Financial assets
Cash and cash equivalents 40,558 58,828 40,558 58,828
Trade and other receivables 3,542 5,096 3,542 5,096
Non-traded financial assets 44,100 63,924 44,100 63,924
Financial liabilities
Trade and other payables 21,184 11,977 21,184 11,977
Tax liabilities - current 2,398 3,973 2,398 3,973
Non-traded financial liabilities 23,582 15,950 23,582 15,950

Risk Exposures and Responses

(a) FairValue Risk
The financial assets and liabilities of the Group are recognised in the statement of financial position at their fair value in accordance with the
accounting policies set out in note 1. In all instances the fair value of financial amounts and liabilities approximates to their carrying value.
Basis for determining fair values

The following summarises the significant methods and assumptions used in estimating the fair values of financial instruments:

Trade and other receivables

The carrying value less impairment provision of trade receivables is a reasonable approximation of their fair values due to the short-term
nature of trade and other receivables.

Financial liabilities

Fair value is calculated based on the present value of future principal and interest cash flows, discounted at the market rate of interest at
the reporting date. Where these cash flows are in a foreign currency the present value is converted into Australian dollars at the foreign
exchange spot rate prevailing at the reporting date.

Trade and other payables

The carrying value of trade payables is a reasonable approximation of their fair values due to the short term nature of trade payables.
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2  Financial Instruments (cont’)

(b) Interest Rate Risk
The Group's exposure to market interest rates is related primarily to the Group's cash deposits (see note 24 (b)).

At the reporting date, the Group had the following financial assets exposed to Australian and overseas variable interest rate risk that are
not designated in cash flow hedges:

Consolidated
2014 2013
$000's $000's
Cash and cash equivalents 40,558 58,828

The Group constantly analyses its interest rate opportunity and exposure. Within this analysis consideration is given to existing positions
and alternative arrangement on fixed or variable deposits.

The following sensitivity analysis is based on the interest rate opportunity/risk in existence at the reporting date.

Based upon the average balance of net exposure during the year, if interest rates changed by +/-1%, with all other variables held
constant, the estimated impact on post-tax profit and equity would have been:

Consolidated
A~ 2014 2013
$000's $000's
Impact on post-tax profit
Interest rates +1% 497 463
Interest rates -1% (497) (463)
Impact on equity
Interest rates +1% 497 463
Interest rates -1% (497) (463)

A movement of + and - 1% is selected because this is historically is within a range of rate movements and available economic data
suggests this range is reasonable.
(c) Foreign Exchange Risk

The Group is subject to foreign exchange risk on its international exploration and appraisal activities where costs are incurred in foreign
currencies, in particular United States dollars.

The Board approved the policy of holding certain funds in United States dollars to manage foreign exchange risk.

The Group's exposure to foreign exchange risk at the reporting date was as follows (holdings are shown in AUD equivalent):

30 June 2014 30 June 2013
PNG PNG
usD NZD KINA usD NzD KINA
Consolidated $'000 $000°s $'000 $'000 $000's $'000
Financial assets:
Cash and cash equivalents 39,913 400 8 57,908 102 8
Receivables 2,687 842 = 4,473 614 -
Financial liabilities:
Current payables 15,603 947 - 3,543 1,966 -
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2  Financial Instruments (cont’)

At the reporting date, if the currencies set out in the table above, strengthened or weakened against the Australian dollar by the percentage
shown, with all other variables held constant, net profit for the year would increase/(decrease) and net assets would increase / (decrease) by:

Consolidated
PNG 2014
usD NzD KINA Total
$'000 $000's $'000 $000°s

Impact on post-tax profit
Exchange rates +10% (2,700) (30) (1) (2.731)
Exchange rates -10% 2,700 30 1 2,731

Impact on equity

Exchange rates +10% (2,700) (30) (1) (2,731)
Exchange rates -10% 2,700 30 1 2,731
Consolidated
PNG 2013
usD NzD KINA Total
$'000 $000's $'000 $000's

Impact on post-tax profit
Exchange rates +10% (5,884) 125 (1) (5,760)
Exchange rates -10% 5,884 (125) 1 5,760

Impact on equity

Exchange rates +10% (5,884) 125 (1) (5,760)
Exchange rates -10% 5,884 (125) 1 5,760

Management believes the risk exposures as at the reporting date are representative of the risk exposure inherent in the financial instruments.
A movement of +/- 10% is selected because a review of recent exchange rate movements and economic data suggests this range is
reasonable.

(d) Commodity Price Risk

The Group is involved in oil and gas exploration and appraisal, and since April 1998 has received revenue from the sale of hydrocarbons.
Exposure to commodity price risk is therefore limited to this production and from successful exploration and appraisal activities the quantum
of which at this stage cannot be measured.

The Group is exposed to commodity price fluctuations through the sale of petroleum products denominated in US dollars. The Group may
enter into commodity crude oil price swap and option contracts to manage its commodity price risk.

At 30 June 2014 the Group had no open oil price swap contracts (2013: nil).

If the US dollar oil price changed by +/-20% from the average oil price during the year, with all other variables held constant, the estimated
impact on post-tax profit and equity would have been:

Consolidated
2014 2013
$000's $000's
Impact on post-tax profit
US dollar oil price +20% 3,565 6,375
US dollar oil price -20% (3,565) (6,375)
Impact on equity
US dollar oil price +207% 3,565 6,375
US dollar oil price -20% (3,565) (6,375)

Management believes the risk exposures as at the reporting date are representative of the risk exposure inherent in the financial instruments.
A movement of + and - 20% is selected because a review of historical oil price movements and economic data suggests this range is
reasonable.
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Financial Instruments (cont’)

(e) Liquidity Risk

Liquidity Risk is the risk that the group, although balance sheet solvent, cannot meet or generate sufficient cash resources to meet its
payment obligations in full as they fall due, or can only do so at materially disadvantageous terms.

Ultimate responsibility for liquidity risk management rests with the board of directors, who have established an appropriate liquidity
risk management framework for the management of the Group'’s short, medium and long-term funding and liquidity management
requirements. The Group manages liquidity risk by maintaining adequate reserves, banking facilities and reserve borrowing facilities
and by continuously monitoring forecast and actual cash flows and matching the maturity profiles of financial assets and liabilities.

The Group is consequently more than sufficiently solvent to meet its payment obligations in full as they fall due.

Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, the availability of funding through
an adequate amount of committed credit facilities and the ability to close out market positions. The Group aims to maintain flexibility
in funding to meet ongoing operational requirements, exploration and development expenditure, and small-to-medium-sized
opportunistic projects and investments, by keeping committed credit facilities available.

The following table analyses the contractual maturities of the Group’s financial liabilities into relevant groupings based on the
remaining period at the reporting date to the contractual undiscounted cash flows comprising principal and interest repayments.
Estimated variable interest expense is based upon appropriate yield curves existing as at 30 June 2014.

12 months 1to2 2t05 More than
or less years years 5 years
$000's $000's $000's $000's

Consolidated 2014

Non-derivative financial liabilities

Trade and other payables 21,184 - - -

Tax liabilities - current 2,398 > ° =
23,582 - - -

Consolidated 2013

Non-derivative financial liabilities

Trade and other payables 11,977 - - -

Tax liabilities - current 3,973 - - -
15,950 - - -

(f) Credit Risk

Credit risk arises from the financial assets of the group, which comprise cash and cash equivalents and trade and other receivables.
The Group's exposure to credit risk arises from potential default by the counter-party, with maximum exposure equal to the carrying
amount of these instruments. Exposure at the reporting date is addressed in each applicable note.

The Group does not hold any credit derivatives to offset its credit exposure.

The Group trades only with recognised, creditworthy third parties, and as such collateral is not requested nor is it the Group's policy to
securitize its trade and other receivables.

Itis the Group’s policy that all customers who wish to trade on credit terms are subject to credit verification procedures including
an assessment of their independent credit rating, financial position, past experience and industry reputation. The risks are regularly
monitored.

At the reporting date there are no significant concentrations of credit risk within the Group.
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3  Revenue And Other Income

Consolidated
2014 2013
$000's $000's
Revenue from continuing operations:
Production income 34,005 49,798
Other income:
Interest from cash and cash equivalents 162 160
Net foreign currency exchange gain 81 3,702
4  Expenses
Operating Expenses
Production costs 18,213 19,131
Amortisation of production properties 9,262 17,520
Interest expense - 3
Other Expenses
Depreciation of property, plant and equipment 100 39
Employee expense 3,582 4,556
Superannuation contribution expense 170 134
Administrative expenses 911 887
Operating lease expenses 793 208
Business development expenses 1,136 2,773
Other expenses 6,692 8,597
5  Auditors Remuneration
Amounts paid or due and payable to the auditor - BDO East Coast Partnership for:
2014 2013
$ $
Audit or review of the financial statements 87,000 84,000
Other Services:
Advisory Services 7,000
Tax compliance and other services 31,000 37,000
Total 125,000 121,000

No other services were provided by the auditor during the year, other than those set out above.
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6 Taxation

INCOME TAX EXPENSE

Current tax

Adjustment recognised for prior periods
Deferred tax

Aggregate income tax expense

Income tax expense is attributable to:
Profit from continuing operations

Deferred tax included in income tax comprises:
(Increase)/decrease in deferred tax assets
Increase/(decrease) in deferred tax liabilities

Numerical reconciliation of income tax expense and tax at the statutory rate
Profit from continuing operations before income tax expense

Tax expense at Australian tax rate of 30% (2013: 30%)

Unrealised timing differences

Difference in overseas tax rates

Allowable mining deductions

Tax losses carried forward

Adjustments to current tax from prior periods
Disallowable intercompany interest
Movements in deferred tax

Unrealised foreign exchange movements
Income tax expense

Tax losses
Unused tax losses for which no deferred tax asset has been recognised
Potential tax benefit at relevant local tax rates

Current tax liabilities

Non-current assets — deferred tax assets
Movements - Consolidated

Opening balance

Credit/(debit) to the income statement
Closing balance
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(i)

Consolidated Entity
2014 2013
$000°s $000's
4,843 3,073
(120) (149)
(2,479) (884)
2,244 2,040
2,244 2,040
(2,773) 2,040
294 (2,924)
(2,479) (884)
78 8,409
23 2,523
169 (387)
1,354 456
(1,824) (1,002)
5319 2,766
(120) (149)
(174) (175)
(2,479) (884)
(24) (1,108)
2,244 2,040
52,188 30,831
15,775 9,181
2,398 3,973
8,800 10,840
2,773 (2,040)
11,573 8,800
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Taxation (cont’)

Consolidated Entity
2014 2013
$000's $000's
Non-current liabilities — deferred tax liabilities
Movements - Consolidated
Opening balance (30,692) (33,616)
(Debit)/credit to the income statement (294) 2,924
(i) (30,986) (30,692)
Net (i) (19,413) (21,892)
(i) Presentation in the consolidated statement of financial position as follows:
Deferred tax asset il 214
Deferred tax liability (19,484) (22,106)
Net (19,413) (21,892)
Capital And Reserves
(a) Issued Capital
Consolidated
2014 2013 2014 2013
$000's $000's $000's $000's
Issued and paid up ordinary fully paid shares
Balance at 1 July 152,416 152,416 698,119,720 698,119,720
Options exercised - = - =
Closing balance at 30 June 152,416 152,416 698,119,720 698,119,720

Ordinary shares entitle the holder to the right to receive dividends as declared and, in the event of winding up the Company, to participate
in the proceeds from the sale of all surplus assets in proportion to the number of and amounts paid on the shares held. Ordinary shares
entitle holders to one vote, either in person or by proxy at a meeting of the Company. The Company has an unlimited authorised capital and
the shares have no par value.

(b) Share Based Payment Reserve

Consolidated
2014 2013
$000's $000's
Balance at 1 July 22 425
Performance Share Rights payment expense - 22
Performance Share Rights payment transferred (22) (425)
Closing balance at 30 June - 22

Nature and purpose of reserve

This reserve is used to record the value of equity benefits provided as part of agreements entered into by the company during the year. Refer
to note 22 and the Remuneration Report within the Directors’ Report for details.
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7  Capital And Reserves (cont’)

The following reconciles the outstanding options and Performance Share Rights granted as remuneration in the current and prior

financial years at the beginning and end of the year:

2014 2014 2013 2013

Number of Number of Number of Number of

Performance Options  Performance Options
Share Rights Share Rights
Balance at beginning of the year 1,600,000 3,200,000
Granted during the year 3,200,000
Forfeited during the year (4,000,000)

Exercised during the year

Lapsed during the year (1,600,000 (800,000)
Balance at end of the year 1,600,000

(c) Capital management

When managing capital, management’s objective is to ensure the entity continues as a going concern as well as maintaining optimal
return for shareholders and benefits for other stakeholders. Management also aims to maintain a capital structure that ensures the

lowest cost of capital available to the entity.

Management are constantly adjusting the capital structure of the entity to take advantage of favourable costs of capital or high returns
on assets. As the market is constantly changing, management may change the amount of dividends to be paid to shareholders, return

capital to shareholders, issue new shares or sell assets to reduce debt.

During 2014 management did not pay any dividends (2013: nil).

There has been no change during the year to the strategy adopted by management to control the capital of the entity.

The gearing ratios for the years ended 30 June 2014 and 30 June 2013 are as follows:

Trade and other payables

Tax liabilities

Total

Less cash and cash equivalents
Surplus cash

Total equity

Total capital

Gearing ratio
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Consolidated Group
2014 2013
$000's $000's
(21,184) (11,977)
(2,398) (3,973)
(23,582) (15,950)
40,558 58,828
16,976 42,878
129,403 131,569
146,379 174,447
nil% nil%
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Trade And Other Receivables

Consolidated Group
2014 2013
$000's $000's
Current receivables
Trade receivables 2,673 4,469
Other receivables and prepayments 869 627
3,542 5,096
The ageing of trade receivables at the reporting date was as follows:
Less than one month 2,673 4,469
2,673 4,469

Trade receivables are non-interest-bearing and settlement terms are generally within 30 days.

Trade receivables are neither past due nor impaired and relate to a number of independent customers for whom there is no recent history of
default.

Impaired receivables
At 30 June 2014 there were no current trade receivables that were impaired (2013: nil).

The balance of the allowance for impairment in respect of trade receivables at 30 June 2014 was nil (2013: nil). There has been no
movement in the allowance during the year.

The Directors consider that the carrying value of receivables reflects their fair values.

Property, Plant And Equipment

Consolidated
2014 2013
$000's $000's
Office and computer equipment
Cost 505 356
Accumulated depreciation (387) (293)
118 63

Reconciliation of the carrying amount of office and computer equipment at the beginning and end of the current financial year is set out
below:

Consolidated
2014 2013
$000's $000's
Balance at beginning of year 63 84
Additions 155 18
Depreciation expense (100) (39)
Balance at end of year 118 63
Inventories
Consolidated
2014 2013
$000's $000's
Current Assets
Inventory 843 1,157
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11 Shares In Subsidiaries

Shares held by the parent entity at the reporting date:

PARENT
2014 2013 Interest Country of
Subsidiary Companies $ $ Held Incorporation Principal Activity
Petroleum production
Cue PNG Oil Company Pty Ltd 1 1 100% Australia and exploration
Cue Mahakam Hilir Pty Ltd 1 1 100% Australia Petroleum exploration
Cue (Ashmore Cartier) Pty Ltd 2 2 100% Australia Petroleum exploration
Petroleum production
Cue Sampang Pty Ltd 1 1 100% Australia and exploration
Petroleum production
Cue Taranaki Pty Ltd 1 1 100% Australia and exploration
Cue Exploration Pty Ltd 1,929,077 1,929,077 100% Australia Petroleum exploration
Less accumulated impairment losses (1,343,808)  (1,343,808)
585,269 585,269
Total 585,275 585,275

All companies in the Group have a 30 June reporting date.

12 Exploration And Evaluation Expenditure

Consolidated
2014 2013
$000's $000°s
Costs carried forward in respect of areas of interest in exploration and evaluation phase 36,944 31,765
Expenditure incurred during the year 17125 5179
Closing balance at 30 June 54,069 36,944
Accumulated costs incurred on current areas of interest net of amounts written off -

Sampang PSC 8,862 8,969
Mahakam Hilir PSC 27,017 11,831
PNG PRL9 2,221 2,196
PNG PRL14 416 407
PNG PDL 3 (non unitised) 209 209
WA-359-P 1,670 269
WA-360-P 1,979 1,947
WA-361-P 561 539
WA-389-P 2,888 2,694
WA-409-P 201 187
PEP 51313 6,073 6,163
PEP 51149 1,889 1,533

PEP 54865 83
Net accumulated exploration and evaluation expenditure 54,069 36,944
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Consolidated
2014 2013
$000's $000's
Balance at beginning of year 73,935 84,886
Expenditure incurred during the year 14,785 6,569
Amortisation expense (9,262) (17,520)
Balance at end of year 79,458 73,935
Net accumulated costs incurred on areas of interest:
- PNGPDL 3 (unitized) 512 601
- Oyong and Wortel - Sampang PSC 15,677 22,415
- Maari - PMP 38160 63,269 50,919
Total 79,458 73,935

Impairment Of Production Property Assets

At 30 June 2014 the Group reassessed the carrying amount of its oil and gas assets, Production Properties (refer note 13 and note 1(j)),
for indicators of impairment such as changes in future prices, future costs and reserves. As a result, the recoverable amounts of cash-
generating units were formally reassessed. No impairment loss was recognised during the year (2013 nil).

Estimates of recoverable amounts are based on the assets’ value-in-use, determined by discounting each asset’s estimated future cash
flows at asset specific discount rates. The pre-tax discount rates applied were 14.3% (2013: 14.3%) equivalent to post-tax discount rates of
10% (2013: 10%) depending on the nature of the risks specific to each asset. Where an asset does not generate cash flows that are largely
independent from other assets or groups of assets, the recoverable amount is determined for the cash-generating unit to which the asset
belongs.

Trade And Other Payables

Current
Trade payables and accruals 21,119 11,652
Amounts due to directors and director related entities 65 325

21,184 11,977

The Directors consider the carrying amount of payables reflect their fair values. Trade creditors are generally settled within 30 days.

Included within trade payable and accruals is an amount of $5.6 million relating to liabilities associated with a dispute in relation to the
Jeruk field within the Sampang PSC. Refer to note 26 for more information.
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16

Provisions
Consolidated
2014 2013
$000°s $000's
Current
Employee benefits 563 475
Non-Current
Employee benefits 64 38
Restoration 5,563 6,099
5,627 6,137

Movements in each class of provision during the financial year, other than provisions relating to employee benefits are set out below:

Employee

Benefits Restoration
$000's $000's

Consolidated
Balance at 1 July 2013 513 6,099
Provisions made during the year 296 242
Unused amounts reversed - (778)
Provisions used during the year (182) -
Balance at 30 June 2014 627 5,563

Restoration

Provisions for future removal and restoration costs are recognised where there is a present obligation as a result of exploration,
development, production, transportation or storage activities having been undertaken, and it is probable that an outflow of economic
benefits will be required to settle the obligation. The estimated future obligations include costs of removing facilities, abandoning wells
and restoring the affected areas. Expected timing of outflow of restoration liabilities is not within the next 12 months from the reporting

date.
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Interests In Joint Operations

Cue Interest Gross Area Net Area Permit

Property Operator (%) (Km?) (Km?) Expiry Date
Petroleum Exploration Properties
Carnarvon Basin - Western Australia

WA-359-P Cue Exploration Pty Ltd 100 645 645 25/10/2017

WA-360-P MEO Australia Limited 3750 643 2411 05/03/2017

WA-361-P MEO Australia Limited 15 644 96.6 30/01/2016

WA-389-P BHP Billiton (Australia) Pty Ltd 40 1,939 775.6 08/10/2018

WA-409-P Apache Northwest Pty Ltd 30 565 169.5 29/01/2015
New Zealand

PEP51313 OMV New Zealand Limited 14 819 163.8 29/07/2021

PEP51149 Todd Exploration Limited 20 217 434 22/09/2018

PEP54865 Todd Exploration Limited 20 2,475 495 10/12/2017
Indonesia

Mahakam Hilir PSC  Singapore Petroleum 40 222.14 88.9 12/11/2014
Papua New Guinea

PRL 9 Oil Search Ltd 14.894 598 89 17/12/2012

PRL 14 Oil Search Ltd 10.947 427 46.7 21/11/2015
Petroleum Production Properties
New Zealand

PMP 38160 OMV New Zealand Limited 5 80.18 4 01/12/2027
Madura - Indonesia

Sampang PSC Santos (Sampang) Pty Ltd 15 534.5 80.2 04/12/2027

(8.181818
Jeruk field)

Papua New Guinea

PDL3 Barracuda Pty Ltd 5.568892 85 47 23/12/2021

(i) Renewal under consideration by the PNG government.
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17 Interests In Joint Operations (cont’)

Consolidated
2014 2013

$000's $000's
The share of assets and liabilities of the joint operations and other financial liabilities
attributed to Joint Operations have been included under the relevant headings:
Current Assets:
Receivables 2,998 4,469
Inventory 843 1,157
Non-Current Assets:
Exploration and Evaluation Expenditure (note 12) 54,069 36,944
Deferred Tax Assets 71 214
Production Properties (note 13) 79,458 73,935
Total Assets 137,439 116,719
Current Liabilities:
Payables 20,199 11,159
Current Tax Liabilities 2,398 3,973
Non-Current Liabilities:
Restoration Provisions 5,563 6,099
Deferred Tax Liabilities 19,484 22,106
Total Liabilities 47,644 43,337
Net Assets 89,795 73,382
Income and expenses of the consolidated entity attributable to joint ventures:
Income 34,005 49,798
Expenses 18,213 19,131

Refer to note 26 in relation to contingent liabilities of the Group.

Commitments for expenditure are disclosed in note 18.
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18 Commitments For Expenditure

a) Exploration Tenements

In order to maintain current rights of tenure to petroleum exploration tenements, the Group has discretionary exploration expenditure
requirements up until expiry of the primary term of the tenements. These requirements, which are subject to renegotiation and are not
provided for in the financial statements, are payable as follows:

Consolidated

2014 2013

$000's $000's

Not later than 1 year 9,480 12,700
Later than 1 year but not later than 2 years 28,641 4,000
Later than 2 years but not later than 5 years 740 20,000
Later than 5 years - =
38,861 36,700

If the economic entity decides to relinquish certain tenements and/or does not meet these obligations, assets recognised in the Statement
of Financial Position may require review in order to determine the appropriateness of carrying values. The sale, transfer or farm-out of
exploration rights to third parties could potentially reduce or extinguish these obligations, which comprise primarily drilling commitments
entered into during the 2013 financial year.

All commitments relate to Joint Operation projects.

b) Production Development Expenditure

In order to maintain and improve existing production properties the Group has committed to expend funds as follows:

Consolidated
2014 2013
$000's $000's
Not later than 1 year 15,406 18,988
Later than 1 year but not later than 2 years 4,945 10,906
Later than 2 years but not later than 5 years 266 1,161
Later than 5 years - -
20,617 31,055
All development expenditure commitments relates to the development of oil and gas fields.
c) Operating Lease Commitments
Non-cancellable operating lease relating to rental of premises are payable as follows:
Consolidated
2014 2013
$000's $000's
Not later than 1 year - 62
Later than 1 year but not later than 2 years 265 =
Later than 2 years but not later than 5 years 611 -
Later than 5 years - -
876 62

Premises lease term for 5 years from the commencement date of 12 September 2013, with a fixed increase of 3.75% p.a. and
further option term of 5 years.
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Events Subsequent To The Reporting Date

The Directors are not aware of any matter or circumstance since the end of the financial year, not otherwise dealt with in this report
that has significantly or may significantly affect the operations of Cue Energy Resources Limited, the results of those operations or the
state of affairs of the Company or Group.

Earnings Per Share

Consolidated

2014 2013
Basic (loss)/earnings per share (cents) (0.31) 091
Diluted (loss)/earnings per share (cents) (0.31) 091

Basic earnings per share is calculated by dividing profit after income tax expense for the year attributable to ordinary equity holders of
the Parent by the weighted average number of ordinary shares outstanding during the year.
Diluted earnings per share is calculated by dividing the profit after income tax expense for the year attributable to ordinary equity of the

Parent by the weighted average number of ordinary shares outstanding during the year plus the weighted average number of ordinary
shares that would be issued on the conversion of all the dilutive potential ordinary shares into ordinary shares.

Consolidated
2014 2013
$000's $000's
Earnings used in the calculation of basic and diluted earnings per share:
(Loss)/profit for the year attributable to ordinary equity holders of the Parent from
continuing operations ($'000) (2,166) 6,369

Weighted average number of shares used for the purposes of calculating basic earnings per share 698,119,720 698,119,720

Weighted average adjustments for calculation of diluted earnings per share:
Performance rights on issue - 3,719,452

Share options on issue -

Weighted average number of shares used for the purpose of calculating diluted earnings per share 698,119,720 701,839,172

During the year nil (2013: nil) share options and nil (2013: nil) performance rights were converted into ordinary shares. The diluted
earnings per share calculation has not included any performance rights outstanding during the period as this would result in further
dilution of the loss per share for the period.
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Financial Reporting By Segments

Segment Information

AASB 8 requires operating segments to be identified on the basis of internal reports about components of the Group that are regularly

reviewed and used by the Board of Directors (who are identified as the Chief Operating Decision Makers (“CODM")) in assessing

performance and in determining the allocation of resources.

The CODM assesses the performance of the operating segments based upon a measure of earnings before interest expense, tax,

depreciation and amortisation. The accounting policies adopted for internal reporting to the CODM are consistent with those adopted in

the financial statements.

The principal business of the group is the production and exploration for hydrocarbons in Australia, New Zealand, Indonesia and PNG. The
board considers the business from both a product and geographic perspective and has identified four reportable segments. Information

regarding the Group's reportable segments is presented below:

2014 Australia Nz Indonesia PNG Total
$'000 $'000 $'000 $'000 $'000
Production Revenue 10,156 22,090 1,759 34,005
Production Expenses (5,688) (10,280) (2,245) (18,213)
Gross Profit 4,468 11,810 (486) 15,792
Loss on sale of fixed assets (3) = (3)
Other revenue 162 - 162
Foreign exchange movement (25) 34 72 = 81
Earnings/(loss) before interest expense, tax,
depreciation and amortisation (6,458) 4,502 11,882 (486) 9,440
Profit/(loss) after income tax expense (6,559) 1,206 3,885 (698) (2,166)
2013 Australia Nz Indonesia PNG Total
$'000 $'000 $'000 $'000 $'000
Production Revenue 19,590 27,926 2,282 49,798
Production Expenses (8,450) (9,201) (1,480) (19,131)
Gross Profit 11,140 18,725 802 30,667
Other revenue 160 = 160
Foreign exchange movement 4,443 (237) (504) - 3,702
Earnings/(loss) before interest expense, tax, depreciation
and amortisation (3,955) 10,903 18,221 802 25,971
Profit/(loss) after income tax expense (3,993) 5426 4,501 435 6,369
Total segment assets
30 June 2014 47200 73,342 54,282 3,835 178,659
30 June 2013 63,905 61,394 46,912 4,026 176,237
Total segment liabilities
30 June 2014 1,927 15,582 30,477 1,270 49,256
30 June 2013 1,340 13,949 27,651 1,728 44,668
Depreciation and Amortisation
30 June 2014 (100) (2,809) (6,265) (188) (9,362)
30 June 2013 (39) (4,048) (13,378) (94) (17,559)
Additions to Non-Current Assets
30 June 2014 1,641 16,567 14,818 278 33,304
30 June 2013 429 8,250 3,334 402 12,415
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21 Financial Reporting By Segments (cont’)

Reconciliation of earnings before interest expense, tax, depreciation and amortisation (EBITDA) to Profit before Income Tax:

2014 2013
$000's $000's
EBITDA 9,440 25,971
Interest expense - (3)
Depreciation (100) (39)
Amortisation (9,262) (17,520)
Profit before income tax expense 78 8,409
22  Share Based Payments
Directors and Employee Benefits — Share Based Payment Plans
Performance rights over shares in Cue Energy Resources Limited were granted under the Cue Energy Resources Limited Performance

Rights Plan (the "Plan’) which was approved by shareholders at the general meeting held on 24 November 2011. The Plan is designed to

align the interests of executives with shareholders by providing direct participation in the benefits of future Company performa
the medium to long term.

Ownership based compensation payments for employees and executives of the group are made at the discretion of the Board.
end all outstanding performance rights had lapsed.

Under the Plan, participants were granted performance rights which only vest if certain performance standards (as disclosed in
Remuneration Report) were met and the executive remained employed by the Company until the end of the vesting period. Th

nce over

Atyear

the
e

selection of suitable performance benchmarks was considered critical to securing the objectives of the Plan, and benchmark price

levels for vesting were set at significantly higher levels than those prevailing at the time of structuring the Plan.

Performance rights are not listed and carry no dividend or voting rights. Upon exercise, each option or performance right was
convertible into one ordinary share to rank pari passu in all respects with the Company’s existing fully paid ordinary shares.

In addition, the company historically had share options on issue to certain employees and other executives. As at 30 June 2014, all

these options had either been exercised or had expired.

Share-based payments

The following reconciles the outstanding share options and performance rights granted as remuneration as at the beginning and end

of the year.
2014 2014 2013 2013
Number of Number of Number of Number of
Share Rights Options  Share Rights Options
Balance at beginning of the year 1,600,000 - 3,200,000 -
Granted during the year - - 3,200,000 -
Forfeited during the year - - (4,000,000) -
Exercised during the year - - = =
Lapsed during the year (1,600,000) - (800,000) -
Balance at end of the year - - 1,600,000 =

No performance rights were outstanding as at 30 June 2014.

The fair value of performance rights previously granted was calculated using a risked statistical analysis. This expense has been
apportioned pro-rata to reporting periods where vesting periods apply.

Cue Energy Resources Limited: Annual Report 2013/14



23

69

Key Management Personnel And Related Party Disclosures

The following were Directors of Cue Energy Resources
Limited during the financial year:

Chairman Key Management Personnel

G.J. King (Non-Executive) The following executives, in addition to those directors identified above,

L comprise Key Management Personnel:
Non-Executive Directors

Name Position
R.A. Sylvester (appointed 30 May 2014) ) ) ) }
D.A.J. Biggs Chief Executive Officer
AA.Young o _ )
AM. Knox Company Secretary and Chief Financial Officer
T.E. Dibb (resigned 20 February 2014) o )
D.B. Whittam?® Exploration Manager

P.D. Moore (resigned 15 May 2014)

(0] D.B. Whittam resigned 22 August 2014

Remuneration

Management Personnel

Total remuneration payments and equity issued to Directors and Key Management personnel are summarised below. Elements of Directors
and executives remuneration includes:

+  Short term employments benefits, including non monetary benefits
+  Post employment benefits — superannuation

»  Share based payments

Consolidated Entity
2014 2013
$ $
Short term employment benefits (including non-monetary benefits) 1,613,208 2,615,912
Post employment benefits 99,988 90,236
Share based payments - 22,400
1,713,196 2,728,548

Refer to the Remuneration Report in the Director’s Report for detailed compensation disclosures on key management personnel.

Consolidated Entities
Details of controlled entities are shown in note 11.

Advances to/(from) controlled entities from/to Cue Energy Resources Limited, net of provisions for impairment, at the reporting date are as
follows:

2013 Movement 2014

$ $ $

Cue Exploration Pty Ltd 5,155,113 1,325,728 6,480,841
Cue PNG Qil Pty Ltd 1,570,700 1,744,011 3,314,711
Cue (Ashmore Cartier) Pty Ltd (2,226,329) - (2,226,329)
Cue Mahakam Hilir Pty Ltd 11,806,796 7,180,867 18,987,663
Cue Sampang Pty Ltd 14,928,101 (5,633,185) 9,294,916
Cue Taranaki Pty Ltd 14,399,546 10,001,530 24,401,076
Total 45,633,927 14,618,951 60,252,878

Repayment of amounts owing to the Company as at 30 June 2014 and all future debts due to the Company, by the controlled entities are
subordinated in favour of all other creditors. Cue Energy has agreed to provide sufficient financial assistance to the controlled entities as
and when it is needed to enable the controlled entities to continue operations.

The parent company has provided a financial guarantee for Cue Taranaki's performance, as required by the Maari FPSO lease and contract.

The parent company provides management, administration and accounting services to the subsidiaries. A management fee of
$480,000 (2013: $480,000) and interest of $417.486 (2013: $422,873) were charged by the parent company to Cue PNG Qil Company
Pty Ltd. Management fees of $1,706,042 (2013: $2,494,234) and nil interest (2013: $858,562) were charged by the parent company to
Cue Taranaki Pty Ltd.
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24 Notes To The Statement Of Cash Flows

(a) Reconciliation of operating (loss)/profit to net cash flows from operating activities:

(Loss)/profit after income tax expense for the year
Adjustments for:

Depreciation

Amortisation

Share based payments

Loss on sale of fixed assets

Net gain on foreign currency conversion
Impact of changes in working capital items

Decrease in assets

(Decrease)/increase in liabilities

Net cash flows from operating activities

(b) Cash comprises cash balances held in Australia dollars and foreign currencies, principally US dollars,

within Australia and overseas:

Australia

New Zealand

Papua New Guinea
Indonesia

Cash and bank balances

Cash Flow Statement cash balance

Cue Energy Resources Limited: Annual Report 2013/14

Consolidated
2014 2013
$000's $000's
(2,166) 6,369
100 39
9,262 17,520
22

3

(73) (3,752)
2,008 7101
(3,514) 5,430
5,620 32,729
39,873 57,554
400 102
8 8
277 1,164
40,558 58,828
40,558 58,828
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Parent Entity Information

Information relating to Cue Energy Resources Limited:

Financial position
Current assets
Non-current assets
Total assets

Current liabilities
Non-current liabilities
Total liabilities

Net assets

Contributed equity
Reserves

Accumulated losses
Net assets

Financial performance
(Loss)/profit for the year

Total comprehensive (loss)/profit for the year

Capital Commitments

The parent entity has no commitments for the acquisition of capital assets as at 30 June 2014 (2013: nil).

Finance Leases

The parent entity has no commitments in relation to finance leases as at 30 June 2014 (2013: nil).

Contingent Liabilities

The parent entity has no contingent liabilities.

Contingent Assets

The parent entity has no contingent assets.

Financial Report 2013/14: Notes To The Financial Statements

Parent Entity
2014 2013
$000's $000's
41,102 59,457
60,956 46,282
102,058 105,739
(1,548) (1,300)
(64) (38)
(1,612) (1,338)
100,446 104,401
152,416 152,416
22
(51,970) (48,037)
100,446 104,401
(3,955) 29,257
(3,955) 29,257
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Contingent Liabilities And Assets

Contingent Liabilities

As a result of an economic project arrangement in the Jeruk field within the Sampang PSC, Indonesia, Cue may in certain
circumstances have an obligation to reimburse certain monies spent by the incoming party from future profit oil within the Sampang
PSC. There is a dispute between Cue and the incoming party as to the quantum of monies that they may be entitled to claim by way of
such reimbursement and when any such reimbursement would be payable. The Company is of the view that any amount which might
eventually become payable would not be likely to exceed the amount of USD5.3 million which has been provided for in the accounts.
During the year, an arbitration hearing found in favour of Cue’s position, however claims made by the incoming party are yet to be
settled and hence there is still significant judgement and estimation in relation to these legal claims.

Apart from the above, the parent entity and the group are not subject to any liabilities that are considered contingent upon events
known at the reporting date.
Contingent Assets

In relation to the legal claims above, the quantum of costs awarded cannot currently be reliably estimated and hence has not been
recognised as a receivable at year end.

However, this is a contingent asset that exists relating to these costs that will crystalise in future periods.
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INDEPENDENT AUDITOR’S REPORT
To the members of Cue Energy Resources Limited

Report on the Financial Report

We have audited the accompanying financial report of Cue Energy Resources Limited, which comprises
the consolidated statement of financial position as at 30 June 2014, the consolidated statement of
profit or loss and other comprehensive income, the consolidated statement of changes in equity and
the consolidated statement of cash flows for the year then ended, notes comprising a summary of
significant accounting policies and other explanatory information, and the directors’ declaration of the
consolidated entity comprising the company and the entities it controlled at the year’s end or from
time to time during the financial year.

Directors’ Responsibility for the Financial Report

The directors of the company are responsible for the preparation of the financial report that gives a
true and fair view in accordance with Australian Accounting Standards and the Corporations Act 2001
and for such internal control as the directors determine is necessary to enable the preparation of the
financial report that gives a true and fair view and is free from material misstatement, whether due to
fraud or error. In Note 1(b), the directors also state, in accordance with Accounting Standard AASB 101
Presentation of Financial Statements, that the financial statements comply with International
Financial Reporting Standards.

Auditor’s Responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We conducted our
audit in accordance with Australian Auditing Standards. Those standards require that we comply with
relevant ethical requirements relating to audit engagements and plan and perform the audit to obtain
reasonable assurance about whether the financial report is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial report. The procedures selected depend on the auditor’s judgement, including the
assessment of the risks of material misstatement of the financial report, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the company’s
preparation of the financial report that gives a true and fair view in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the company’s internal control. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of accounting estimates made by the directors, as
well as evaluating the overall presentation of the financial report.

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

In conducting our audit, we have complied with the independence requirements of the Corporations

Act 2001. We confirm that the independence declaration required by the Corporations Act 2001, which

has been given to the directors of Cue Energy Resources Limited, would be in the same terms if given

to the directors as at the time of this auditor’s report.

Opinion

In our opinion:

(a) the financial report of Cue Energy Resources Limited is in accordance with the Corporations Act
2001, including:

e (i)  giving a true and fair view of the consolidated entity’s financial position as at 30 June

2014 and of its performance for the year ended on that date; and

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

(b)  the financial report also complies with International Financial Reporting Standards as disclosed
in Note 1(b).

Report on the Remuneration Report

We have audited the Remuneration Report included in pages 30 to 35 of the directors’ report for the
year ended 30 June 2014. The directors of the company are responsible for the preparation and
presentation of the Remuneration Report in accordance with section 300A of the Corporations Act
2001. Qur responsibility is to express an opinion on the Remuneration Report, based on our audit
conducted in accordance with Australian Auditing Standards.

Opinion
In our opinion, the Remuneration Report of Cue Energy Resources Limited for the year ended 30 June
2014 complies with section 300A of the Corporations Act 2001.

BDO East Coast Partnership

B

Alex Swansson
Partner

Melbourne, 25 September 2014
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