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Rule 5.3 

 
A company registered in Papua New Guinea 

28 April, 2017 

QUARTERLY ACTIVITIES REPORT FOR THE PERIOD: 

1st January 2017 to 31st March 2017 
_____________________________________________________________________________________ 

Summary for the Quarter 

 PRL 21 – The Joint Working Team remains focussed on the aggregated development of PRL 21, 

the nearby PDL 10 licence and other nearby fields operated by the PRL 21 and PDL 10 

operators. The reaffirmation by Kumul Petroleum Holdings Limited (“Kumul”) of its 

commitment to commercialisation of material undeveloped gas in the Western Province at the 

PNG Petroleum and Energy Summit, held in Port Moresby in late February, gives the PRL 21 

Joint Venture confidence in the resolve of the PNG Government to facilitate development of 

these resources in the near term. 

 

 PRL 38 – Interpretation of 3D seismic data confirms a number of potential appraisal prospects 

within PRL 38 which may influence development options for a future standalone FLNG project 

or aggregation with other discovered gas as part of a future Western Province focussed LNG 

development.   
 

 PPL 338 – PPL 338 and PPL 581 have been issued with licence commencement dates of 31 

January 2017. PPLs 596, 597 & 598 are expected to be issued shortly. The extension area of PPL 

338 and the new licences retain all recognised high graded prospects which will form part of a 

multi-license farmout effort that will commence once the 3 outstanding licenses are issued. 
 

 PPL 339 - Oil Search (PNG) Limited, as operator of the licence, continues to manage the 

extension process. The expected timing of licence extension could see drilling of the Kalangar 

prospect commence in late 2018 or early 2019. 

 

 PPL 340 – An offer for extension of the licence is pending and expected sometime in the first 

half of 2017. Lizard prospect is a multi TCF target located within 90km of the PNG LNG plant and 

can be drilled with a road supported rig for a fraction of the cost of a conventional fold belt 

well. The PPL 340 future work program will be farmed out. 
 

 PPL 435 & 436 – Prospects from Alligator through to Aiambak form a series of large closures 

along the Fly River Fault forming a prospective trend of giant traps on the southern edge of the 

Fly Platform antithetic to the northern Australian Cretaceous Shelf. Seismic delineation of these 

prospects will form part of Kina’s multi-licence farmout effort.  
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 PPL 437 – Kumul’s commitment to a pipeline from Western Province to Caution Bay high grades 

Malissa, Mango and Ebony Prospects. A farm out seismic program has been announced by Kina 

with a number of companies showing interest. 

 

Company, PNG and Industry Outlook 

Kina Petroleum Limited (ASX: “KPL”) has, at the end of this period, participating interests in Petroleum 

Retention Licences (“PRLs”) 21 and 38 and in seven exploration licences (PPLs) across PNG with 3 APPLs 

pending. 

 

Map of KPL’s licence areas 

 

 
 
Oil prices remain at US$50-$60 per barrel and are likely to continue at these levels in the short term.  

However China, India, and the newer Asian markets will drive Asian incremental LNG demand growth 

with demand forecast to rise early-mid next decade. 
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New LNG exports from PNG will face challenges and PNG will need to remain competitive. But as stated 

at the recent PNG Petroleum and Energy Summit by a number of industry participants, the size of the 

prize for getting it right is very large with PNG demonstrating operational and fiscal stability essential 

for new investment. At the same conference, the operator of PNG LNG was on record as stating the 

future for LNG is bright, and Wood MacKenzie research shows that PNG is in the lowest cost quartile of 

the cost curve for new projects. 

 

Clearly greenfield projects need to be competitive not only on the world stage but also locally when 

consideration is given to future development, and the focus must be on costs.  

 

Over the last 5 years Kina has dedicated the bulk of its capital to appraising PRL 21 in anticipation of 

development of an aggregated mid-stream LNG project. In parallel with this development plan, Kina 

has leveraged its knowledge base to build a significant portfolio of large to giant prospects capable of 

delivering a stand-alone LNG project either close to existing discoveries at Elk Antelope or onshore  

close to existing or future low cost export infrastructure. The bulk of the prospects that Kina has 

identified are analogous to already discovered large gas fields and are located in onshore areas with 

road and/or river access. Exploration, drilling and development costs in Kina’s licenses are materially 

lower than such costs in the fold-belt or offshore. 

 

Interest in the Papuan Basin remains high and Kina intends to leverage its 100% position in the bulk of its 

licenses through a multi-license farm out of its key prospects. The farm out effort has been temporarily 

delayed due to processing of license extensions of a number of key PPLs but Kina is confident that the 

farm out effort will receive considerable interest once the extension process is finalised due to: 

 

 PNG’s  favourable location with respect to  the  growing LNG market; 

 PNG’s reputation as a reliable LNG supplier; 

 the potential for very large discoveries in Kina’s  exploration portfolio; and 

 the low operating cost environment of Kina’s prospects  

 

PRL 21 (KPL interest 15%, to increase subject to finalisation of distribution of Mitsubishi interest) 

The PRL 21/PDL 10 Joint Working Team (“JWT”) remains focussed on determining  the optimal 

development scheme required for a viable mid-stream LNG project. The JWT is focused on monetising 

Elevala, Ketu, Stanley and other nearby discoveries. The Joint Venture’s strategy remains to mature a 

Western Province based LNG Project based out of Daru as a stand-alone base case, but is fully engaged 

with Kumul to support planning of the Western Pipeline to Kopi and Caution Bay as an alternative. 
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Chief amongst the JWT’s focus areas are the markets that will receive the PRL 21 gas and condensate. 

These include: 

 domestic buyers, for power generation, both industrial/commercial and personal/residential; 

 mature LNG export markets, given the JV’s intent to develop a standalone 1.5 – 2.0 mtpa project; 

and 

 Markets arising out of Kumul’s proposed Western pipeline, including possible aggregation with 

PNG’s existing LNG project(s).  

 

Map of PRL 21 (and adjacent PPL 437) licence area 

 
 

PRL 38 (KPL Interest:  25%) 

A Western Province focussed LNG Project with an offtake facility based out of Daru Island, or nearby, has 

ramifications for PRL 38 as the Pandora gas discovery is located as close to Daru as it is to Port Moresby. 

With potential for a resource size similar to PRL21, Pandora will in all likelihood need to be aggregated 

with nearby discoveries in the Gulf of Papua either in some form of Floating LNG project or tied into a 

Western Province focussed project. Floating LNG remains an attractive option with Golar and Exmar 

reported to be offering attractive and competitive development options for small and mid-scale projects. 
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In the meantime Kina has completed its evaluation of the 3D data set and has identified a number of 

attractive follow up prospects. On its own, Pandora remains a significant but stranded gas resource and 

Kina believes that with future appraisal of the prospect and lead inventory, PRL 38 has the potential to 

deliver significant upside from within the block. 

 

Map of PRL 38 Licence Area 

 

 

 

PPL 338, PPL 581 and APPLs 596, 597 and 598 (KPL Interest:  100%)  

PPL 338 extension and PPL 581 have been granted with licence commencement dates of 31 January 2017.  

Offers for PPLs 596, 597 & 598 have been accepted by Kina and await Ministerial confirmation.  

PPL 338, 581 and the APPLs lie in the Tertiary carbonate play fairway along trend from Elk Antelope. PPL 

338 area is at a junction which separates the predominantly early to mid-Miocene sequence of the Aure 

Trough and the late Tertiary sequences that developed between western PPL 338 and the Fly Platform in 

the south. Late Tertiary loading is important for generation and migration of hydrocarbons into the Nipa, 

Mangrove and Crocodile Prospects where all three prospects show seismic characteristics consistent with 

Miocene carbonate build-ups. 

Triceratops, in the neighbouring ExxonMobil operated licences, is a large Miocene carbonate build-up 

which extends into PPL 338.  Triceratops North and Triceratops West, within PPL 338, remain attractive 

targets which have been uplifted by  Plio-Pleistocene thrust  with some similarity to Elk Antelope but 

exactly how Triceratops ties into Antelope is not yet clear. Hydrocarbon charge is not disputed with wet 

gas flows documented by Bwata 1, Triceratops 1, 2 and 3, the latter located only 3 km from PPL 338. 
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As was noted last quarter the seismic data set for PPL 338 is too sparse to map the prospects to provide 

the degree of confidence required for drilling. It is Kina’s intent to acquire gravity-gradiometry data in 

advance of seismic acquisition but this cannot commence until the new PPLs are awarded.  

Kina continues to have constructive discussions with potential farminees, and these will progress in 

earnest upon award of the aforementioned licences. 

 

Map of PPL 338, 581 and APPL 596, 597 and 598 licence areas 

 

 
 

PPL 339 (KPL Interest:  30%)  

PPL 339 is located in the eastern Papuan Basin, approximately 50km south and east of Antelope.  The PPL 

339 extension process is being managed by licence Operator Oil Search (PNG) Limited in consultation with 

the PNG Department of Petroleum and Energy. The extension process is on-going and it is now expected 

that the Kalangar well will be drilled in late 2018 or early 2019.  
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Kalangar Prospect is located in the western portion of PPL 339, approximately 80km south and along 

trend from Antelope. It is located adjacent to the uplifted flank of the Aure Trough with oil and gas charge 

supported by numerous seeps to the west of Kalangar which were likely generated by late Tertiary 

loading of the low that separates Kalangar from the Uramu Gas Field and the Nipa and Crocodile 

prospects in PPL 338.  

The nature and orientation of the barrier reef system during the early to middle Miocene is poorly 

understood. Whilst the Kalangar prospect has been high-graded further work may be warranted to 

confirm the ideal well location, however this work would not occur until extension of the licence has been 

confirmed. 

Kina is engaged in farmin-related discussions in respect of future work in the licence, consistent with the 

Company’s philosophy of managing its early stage obligations in exploration licences with minimal 

expenditure of shareholder funds. 

 

Map of PPL 339 Licence Area 
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PPL 340 (KPL Interest:  100%) 

PPL 340 is in the eastern Papuan Basin located northwest of Port Moresby in an area of easy access from 

Port Moresby.  An offer of extension of PPL 340 has been accepted by Kina with award of the licence 

expected in due course. 

Efforts in relation to PPL 340 have been devoted to understanding how early Miocene reefs located only a 

matter of kilometres from the PNG LNG Plant tie into the Lizard Prospect, which is located less than 90 

km from the reef outcrop (and Port Moresby). 

The Lizard Prospect is located on a fault antithetic to, and southwest of, the Owen Stanley uplift.  Early to 

mid-Miocene carbonates grew on this fault trend, with the Lizard fault an apparent extension of the 

Kapuri fault, which is a major structural trend that plunges north westerly into the Lakekamu Sub-basin. 

The Lakekamu Sub-basin is a deep trough with affinities to the Aure Trough and potentially contains early 

Tertiary and possibly Late Cretaceous organic shales which are believed to have good source rock 

potential. Late Tertiary loading of the Lakekamu Sub-basin and the structural prominence of the Lizard 

Reef make it a perfect present day trap to attract hydrocarbon discharge from any source rocks contained 

within the Lakekamu kitchen. 

Lizard Prospect is a potentially large multi-TCF trap with a reservoir objective of early to mid Miocene 

aged carbonates. Top reservoir is at a relative shallow depth which can be cost effectively drilled by a low 

cost road supported rig. Drilling costs are expected to be in the range of US$10m – US$ 20m, an order of 

magnitude cheaper than wells drilled at Elk-Antelope and a fraction of the costs of wells recently drilled in 

the Western foldbelt.   

Further seismic acquisition is warranted over the prospect prior to drilling with acquisition costs 

estimated to cost less than US$ 20,000/km, with a program of around 110 km likely to be optimal. Total 

exploration cost to test Lizard is estimated to be of the order of US$20 million, with work commitments 

to be farmed out once the Government advises that PPL 340 has been extended. 

A Map of the PPL 340 licence area appears on the following page. 
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Map of PPL 340 licence area 

 

 
 

PPL 435 and 436 (KPL Interest: 100% in both licences) 

PPL 435 and 436 are two large licences located in the Western Province, at the southern edge of the 

Papuan Foreland on the Fly Platform. The Fly Platform is a prominent high feature which dips north 

easterly towards the fold belt with Late Tertiary loading to the north east of PPL 436 and north of PPL 

435. The Fly Platform is bounded to the south by a series of faults forming part of the Fly River Fault 

System. Early movement on the Fly River Fault established the Morehead Sub-basin, a trough separating 

the Fly Platform from the Carpentaria Basin on the Australian Shelf. Seismic data coverage over the south 

eastern Fly Platform is sparse but interpretation of Kina’s reprocessed seismic data and its proprietary 

aeromagnetic and aerogravity data supports the continuation of the Fly River Fault to the south east of 

the Fly Platform. Further, well data from the Morehead Sub-basin supports late Tertiary reactivation of 

the Fly River Fault further enhancing the attractiveness of this southern margin oil and gas play in PNG. 

 

The available geophysical data and the structural architecture indicate the southern Fly Platform forms a 

major structural feature antithetic to the northern Australian shelf. Late Tertiary loading to the north, 

south, east and west of the Fly Platform make it a natural present day drainage focus for hydrocarbons 

generated from middle and late Jurassic, early and late Cretaceous and Tertiary source rocks that 
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surround the Fly Platform.  A number of very large traps have been mapped along the Fly River fault, the 

largest of which is Alligator Prospect.  

 

Closure of Alligator structure has been mapped to be 300 to 400m updip of Adiba 1 and potentially covers 

an area of more than 1000km2 up dip of the well. 

 

Alligator is one of 5 prospects currently recognised along the Fly River Fault, the most north westerly of 

these prospects being Aiambak, located south of Lake Murray 1, a well that flowed gas in 1973.  This suite 

of Fly Platform of prospects have: 

 

 Mid Jurassic to Late Cretaceous sandstone reservoir targets with some similarities to the series of 

successful wet gas discoveries made on the Sahul Platform in the Bonaparte Basin; 

 

 Late Tertiary structuring and foreland loading similar to what occurred on the Sahul Platform. This 

is significant in relation to the Timor Thrust along the northern margin of the Offshore Bonaparte 

Basin where more than 20 TCF of gas has been discovered; 

 

 Good access via the Fly River with benign terrain conducive to low cost operation; and 

 

 Easy access to Daru Island whose location is significant from a logistical perspective and also in 

the context of a potential aggregated development involving either or both of PRLs 21 and 38. 

 

Kina is reviewing options for a 200 to 300 km seismic survey over Alligator, Aiambak and Aiambak South. 

It is hoped that these could commence in late 2017/early 2018 as part of a farm out arrangement. 

 

A map of the PPL 435 & 436 licence areas appears on the following page. 
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Map of PPL 435 & 436 Licence Area 
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PPL 437 (KPL Interest:  57.5%) 

PPL 437 is located in the Western Province of PNG, immediately north of PRL 21 (Ketu-Elevala) and south 

of Hides, Muruk, Juha and P’nyang where primary exploration objectives have traditionally been the 

Elevala and Toro Sandstones, sealed by the Ieru Shale. These are below the Tertiary carbonates that form 

the primary objective and the proven hydrocarbon play in PRL 15 (ExxonMobil Operated) and PPLs 338, 

339 and 340.  

To the west of PPL 437, the Stanley discovery confirmed an additional reservoir target, the Kimu 

Sandstone, below the Toro Sandstone.  The Kimu sandstone can be carried on seismic data eastwards 

into PPL 437 where it is a significant target at Malisa and also prospects recognised further to the east in 

PPL 437.  Malisa is a significant feature which is shared with PPL 259 and has a potential similar resource 

size to Elevala. Within the licence Kina has mapped 3 further prospects east of Malisa all of which require 

seismic acquisition to confirm a drilling location. A program of 150km has been proposed over Ebony and 

Mango and Kina is in discussion with interested parties in respect to farming out the cost of its share of 

this survey. Ebony and Mango Prospects have a similar size to Elevala and being located between Elevala 

and Juha are likely to have liquids content similar to or higher than the 60 barrels per million cubic feet 

measured at Elevala.   

The Malisa, Ebony and Mango Prospects if successful would make a significant contribution to any future 

Western Province focussed LNG Project.  

Kumul reaffirmed its commitment to commercialisation of stranded gas in the Western Province at the 

PNG Petroleum and Energy Summit held in Port Moresby in late February 2017. This has clear positive 

commercial outcomes for the monetisation of resources in PPL 437 (and Western Province gas more 

broadly). 

Kumul’s proposed solution for commercialisation of Western Province resources is through aggregation 

of the fields and providing transportation to end users.  Kumul is promoting the Western Pipeline which 

will run from the Western Province to the coast and on to Port Moresby’s Caution Bay. 

Kumul has established a project team, based in Port Moresby and has entered into a Master Services 

Agreement with China CAMC Engineering Co Ltd and China Petroleum Pipeline Bureau for the pre-FEED 

and FEED work. Advisian Worley Parsons has been appointed as technical programme manager with 

Concept Study completed in 2016, and pre-FEED on track to be finished in Q2 2017. Kumul advised FID for 

the pipeline project is scheduled for Q1 2018 and first gas intended from 2022. 

A Map of the PPL 437 licence area appears on the following page. 
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Map of PPL 437 Licence Area 
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Appendix 5B 

Mining exploration entity and oil and gas exploration entity 
quarterly report 

Introduced 01/07/96  Origin Appendix 8  Amended 01/07/97, 01/07/98, 30/09/01, 01/06/10, 17/12/10, 01/05/13, 01/09/16 

Name of entity 

Kina Petroleum Limited 

ABN  Quarter ended (“current quarter”) 

30 151 201 704  31 March 2017 

 

Consolidated statement of cash flows Current quarter 

$US’000 

Year to date 

(3 months) 

$US’000 

1. Cash flows from operating activities 

- - 1.1 Receipts from customers 

1.2 Payments for 

221 221  (a) exploration & evaluation 

 (b) development (44) (44) 

 (c) production - - 

 (d) staff costs (122) (122) 

 (e) administration and corporate costs (228) (228) 

1.3 Dividends received (see note 3) - - 

1.4 Interest received 1 1 

1.5 Interest and other costs of finance paid - - 

1.6 Income taxes paid - - 

1.7 Research and development refunds - - 

1.8 Other (provide details if material) - - 

1.9 Net cash from / (used in) operating 

activities 

(172) (172) 
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Consolidated statement of cash flows Current quarter 

$US’000 

Year to date 

(3 months) 

$US’000 

 

2. Cash flows from investing activities 

- - 

2.1 Payments to acquire: 

 (a) property, plant and equipment 

 (b) tenements (see item 10) - - 

 (c) investments - - 

 (d) other non-current assets - - 

2.2 Proceeds from the disposal of: 

- -  (a) property, plant and equipment 

 (b) tenements (see item 10) - - 

 (c) investments - - 

 (d) other non-current assets - - 

2.3 Cash flows from loans to other entities - - 

2.4 Dividends received (see note 3) - - 

2.5 Other (provide details if material) - - 

2.6 Net cash from / (used in) investing 

activities 

- - 

 

3. Cash flows from financing activities 

- - 3.1 Proceeds from issues of shares 

3.2 Proceeds from issue of convertible notes - - 

3.3 Proceeds from exercise of share options - - 

3.4 Transaction costs related to issues of 

shares, convertible notes or options 

- - 

3.5 Proceeds from borrowings - - 

3.6 Repayment of borrowings - - 
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Consolidated statement of cash flows Current quarter 

$US’000 

Year to date 

(3 months) 

$US’000 

3.7 Transaction costs related to loans and 

borrowings 

- - 

3.8 Dividends paid - - 

3.9 Other (provide details if material) - - 

3.10 Net cash from / (used in) financing 

activities 

- - 

 

4. Net increase / (decrease) in cash and cash 

equivalents for the period 

7,146 7,146 

4.1 Cash and cash equivalents at beginning of 

period 

4.2 Net cash from / (used in) operating 

activities (item 1.9 above) 

(172) (172) 

4.3 Net cash from / (used in) investing 

activities (item 2.6 above) 

- - 

4.4 Net cash from / (used in) financing 

activities (item 3.10 above) 

- - 

4.5 Effect of movement in exchange rates on 

cash held 

40 40 

4.6 Cash and cash equivalents at end of 

period 

7,014 7,014 
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5. Reconciliation of cash and cash 

equivalents 

at the end of the quarter (as shown in the 

consolidated statement of cash flows) to 

the related items in the accounts 

Current quarter 

$US’000 

Previous quarter 

$US’000 

5.1 Bank balances 7,014 7,146 

5.2 Call deposits - - 

5.3 Bank overdrafts - - 

5.4 Other (provide details) - - 

5.5 Cash and cash equivalents at end of 

quarter (should equal item 4.6 above) 

7,014 7,146 

 

6. Payments to directors of the entity and their associates Current quarter 

$US'000 

6.1 Aggregate amount of payments to these parties included in 

item 1.2 

29 

6.2 Aggregate amount of cash flow from loans to these parties 

included in item 2.3 

- 

6.3 Include below any explanation necessary to understand the transactions included in 

items 6.1 and 6.2 

Non-Executive Directors Fees 
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7. Payments to related entities of the entity and their associates Current quarter 

$US'000 

7.1 Aggregate amount of payments to these parties included in 

item 1.2 

- 

7.2 Aggregate amount of cash flow from loans to these parties 

included in item 2.3 

- 

7.3 Include below any explanation necessary to understand the transactions included in 

items 7.1 and 7.2 

 

 

 

 

8. Financing facilities available 

Add notes as necessary for an 

understanding of the position 

Total facility amount 

at quarter end 

$US’000  

Amount drawn at 

quarter end 

$US’000 

8.1 Loan facilities - - 

8.2 Credit standby arrangements - - 

8.3 Other (please specify) - - 

8.4 Include below a description of each facility above, including the lender, interest rate and 

whether it is secured or unsecured. If any additional facilities have been entered into or 

are proposed to be entered into after quarter end, include details of those facilities as well. 
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9. Estimated cash outflows for next quarter $US’000 

9.1 Exploration and evaluation 300 

9.2 Development 100 

9.3 Production - 

9.4 Staff costs 120 

9.5 Administration and corporate costs 190 

9.6 Other (provide details if material) - 

9.7 Total estimated cash outflows 710 

 

10. Changes in 

tenements 

(items 2.1(b) and 

2.2(b) above) 

Tenement 

reference 

and 

location 

Nature of interest Interest at 

beginning 

of quarter 

Interest 

at end of 

quarter 

10.1 Interests in mining 

tenements and 

petroleum tenements 

lapsed, relinquished 

or reduced 

PPL 338 Extension of the licence 

confirms the 

relinquishment of 50% 

of the original area. The 

relinquished area is 

covered by PPL 581 and 

APPLs 596,  597 & 598. 

100% 100% 

10.2 Interests in mining 

tenements and 

petroleum tenements 

acquired or increased 

PPL 581 

Papua New 

Guinea 

Participating interest in 

exploration licence 

- 100% 
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Compliance statement 
1 This statement has been prepared in accordance with accounting standards and policies which 

comply with Listing Rule 19.11A. 

2 This statement gives a true and fair view of the matters disclosed. 

 

Sign here:   Date: 28 April 2017 

(Director) 

 

Print name:  Richard Schroder 

 

Notes 

1. The quarterly report provides a basis for informing the market how the entity’s activities have been 

financed for the past quarter and the effect on its cash position. An entity that wishes to disclose 

additional information is encouraged to do so, in a note or notes included in or attached to this 

report. 

2. If this quarterly report has been prepared in accordance with Australian Accounting Standards, the 

definitions in, and provisions of, AASB 6: Exploration for and Evaluation of Mineral Resources and 

AASB 107: Statement of Cash Flows apply to this report. If this quarterly report has been prepared 

in accordance with other accounting standards agreed by ASX pursuant to Listing Rule 19.11A, the 

corresponding equivalent standards apply to this report. 

3. Dividends received may be classified either as cash flows from operating activities or cash flows 

from investing activities, depending on the accounting policy of the entity. 

 

 


