
Appendix 5B 
Mining exploration entity quarterly report 

 

_____________________________________________________________________________________ 
Suite 9, Level 2, 111 Harrington Street, Sydney NSW 2000 
Tel: +61 2 8247 2500 1 
 

Rule 5.3 

 
A company registered in Papua New Guinea 

31 October, 2018 

QUARTERLY ACTIVITIES REPORT FOR THE PERIOD: 

1st July 2018 to 30th September 2018 
_____________________________________________________________________________________ 

Highlights and Summary for the Quarter 

 PRL 21 – Kina continues to support the early development of the licence’s 2C Contingent liquids 

Resource of approximately 48 million barrels with our work indicating that production from the 

early 2020s is feasible, a timeframe which would be of significant benefit to all stakeholders. 

 

 PRL 38 – The 2C Contingent Resource of 900 BCF of dry gas announced by Kina in June is likely 

to be economic as part of an aggregated development and Kina is investigating development 

strategies involving appraisal and exploration drilling. 

 

 PPL 338, 581, 596, 597 & 598 – Kina’s analysis of seismic data has been tied into our updated 

database which now includes open file well and seismic data over Antelope, Triceratops and 

Raptor. Our analysis upgrades Mangrove, Nipa, Snake and Waxbill but has downgraded 

Crocodile. Triceratops West remains prospective but is in remote and difficult terrain which 

precludes it from immediate short term activity.  
 

 PPL 339 – Kalangar and Eclectus remain prospective and the joint venture is considering the 

best means of evaluation of these prospects prior to drilling. Oil Search, as operator, continues 

to work with the government of PNG to secure extension of the licence.  
 

 PPL 340 – The Lizard structure, a large oil and gas prospect close to Port Moresby has been the 

focus of a soil gas geochemistry survey this quarter. At the time of writing the field work had 

just been completed and we await interpretation of the data. 
 

 PPL 435 & 436 – The first term of these licences has expired or is near expiry and Kina has 

entered into discussions with the Department of Petroleum regarding the most appropriate 

extension configuration for the blocks and forward work program, particularly in respect of the 

Alligator and Aiambak structures. 

 

 PPL 437 – Kina believes PRL 21 and PPL 437 are optimally placed with respect to each other to 

run soil gas traverses over the respective licences’ fields and prospects to help evaluate the 

merits of drilling the Malisa Prospect in advance of development of the Ketu Elevala liquids in 

PRL 21. Soil gas work will form part of the extension work program for PPL 437. 
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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 ten exploration licences (PPLs) across PNG. Kina’s  

application for APPL 611 was not successful but Kina is in discussion with the PNG government about how 

best to capture the Aiambak and Alligator Prospects, and any extensions of Alligator.  

 

Map of KPL’s licence areas 

 

 

Snapshot of the Asian and Global Oil and Gas Environment 

 

Prevailing strong oil prices only serve to emphasise the importance of accelerating work to 

commercialisation of liquids in Elevala and Ketu Fields (PRL 21) in advance of gas. Over the last quarter 

the Brent oil price has risen to as high as US$86/bbl with an average price of around US76/bbl. This 

means that the 48.3 million barrels of liquids in Elevala Ketu had a nominal gross average value of 3.67 

billion dollars. Kina has assessed that the liquids alone could be developed for a cost of less than 20% of 

their nominal value at current prices and we remain steadfast in our commitment to bring a liquids 

project on stream as soon as possible. 
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To that end, we are encouraged by expressions of interest from other joint venturers with regard to a 

liquids project in the upper Fly River area of Western Province, an approach which is consistent with the 

PRL21 Development Plan submitted to the government in March 2014. Also, we continue to monitor the 

progress of the sale of Repsol’s PNG licence interests, and the implications of that sale.  

Elevala/Ketu is the largest wet gas discovery in the Western Province foreland and is the obvious 

candidate to be developed first in the area. As a prelude to FEED, Kina’s assessment of a liquids project 

has included review of detailed independent costings and on the basis of this assessment Kina believes 

development should be accelerated. Accordingly, Kina has been assessing the merits of potential funding 

options. Kina maintains that near term development of PRL 21 will maximise value for shareholders and 

other stakeholders.  

Kina’s interest in PPL 437, which lies immediately north of Elevala/Ketu and in the shadow of the giant 

P’nyang gas discovery, is considered a key exploration and growth asset. A development decision on PRL 

21 will enhance exploration and potential development options in the area. The Malisa Prospect is an 

attractive, but at present uneconomic drilling option but an early and proximal liquids development at 

Elevala/Ketu will elevate Malisa in our rankings because of its large liquids potential (which Kina believes 

is comparable to the liquids contained in Elevala/Ketu). That said, we plan to adopt soil gas sampling 

techniques to evaluate the merits of drilling Malisa in advance of a PRL 21 development decision. 

The remaining exploration inventory in the company’s portfolio is attractive but less mature than PRL 21 

and PPL 437. We continue to address fit-for-purpose technologies that will enhance our potential drilling 

candidates for future work and to this end Kina has just completed its first soil gas survey in PPL 340 

which has road tested the technology for the first time since 1987. We anticipate discuss the results of 

the survey in more detail in the next quarter’s report. 

 

PRL 21 (KPL interest 16.75%) 

Kina believes the 2C (liquids) contingent resource of approximately 48 million barrels of condensate in 

PRL 21 is economic at current oil prices.  Kina and the operator of the permit, Horizon Oil, have 

completed independent and comprehensive technical evaluations of the resource, analysed risk, cost of 

development and use of the Fly River as a virtual pipeline and both believe monetisation of the liquids is 

viable. At current prices the value of the liquids is well in excess of the capex required for the project to 

proceed and with the potential rates of return deliverable from this project Kina believes the project 

should be fast tracked for development.   

Importantly, Kina believes a future development of the Elevala & Ketu fields should aim for first liquids 

production in the early 2020s and believes this can be achieved by the joint venture. To further our 

commitment to an early liquids development, Kina is evaluating potential funding options. 

  

A map of the PRL 21 licence area appears on the following page. 
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Map of PRL 21 and adjacent PPL 437 licence areas 

 

 

 

PRL 38 (KPL Interest:  25%) 

Kina has completed its own resource assessment of the Pandora fields and the untested exploration 

potential remaining in the licence. The 2C contingent resource of 900 BCF is most likely to be able to be 

economically developed as part of an aggregated scheme, rather than on a stand-alone basis, but a 

number of top carbonate closures located south of Pandora 1X offer exploration upside in the event of a 

demonstrable dry gas development option presenting itself. 

The original commitments for the licence were assumed by the joint venture in a period of high energy 

prices, but unfortunately the low oil prices over the last 3 years has meant that neither an offshore 

exploration well nor an appraisal well to firm up 900BCF of dry gas could be justified on commercial 

grounds. During the oil price downturn Kina was able to access the 3D seismic data over Pandora and 

complete a regional assessment of the carbonate play from Pandora to Elk-Antelope. Based on its 

regional interpretation Kina believes the time transgressive nature of the top carbonate marker and the 

possibility that the deeper Kapau limestone may be present and in closure south of Pandora 1X 

considerably enhances prospectivity to the south east of the field.  
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Kina is mindful of the need to restructure the licence’s obligations and also consider how the Joint 

Venture should progress activity in PRL 38. The Joint Venture remains in discussion on these points. Kina 

believes that through its pre-investment in an integrated analysis of the carbonate play of the offshore 

and onshore Eastern Papuan Basin it is well placed to move forward in PRL 38. 

Map of PRL 38 Licence Area 

 

 

 

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

As mentioned in the section above Kina has advanced its work in relation to the carbonate play over the 

Papuan Basin and extended its analysis to Triceratops West and Elk/Antelope, integrating results from 

nearby wells such as Bobcat  1 and Raptor 1.  

Critical to an understanding of the Triceratops West prospect is how structuring at recent discoveries at 

Triceratops, and older discoveries at Bwata, relate to recent uplift and structuring at the Dua Dua and Mt 

Favenc Volcano. Kina believes the uplift associated with the emplacement of the volcanics sets up 

favourable structuring for entrapment of hydrocarbons below the volcanic apron in and around Mt 
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Favenc, and although our ongoing work continues to favourably rank the Triceratops West Prospect, its 

remote location and difficult terrain makes exploration work expensive.  

By analogy from the interpretation at Pandora, the area from Uramu to Mira and then Nipa to Mangrove 

has been interpreted as a series of time transgressive carbonate sequences with older carbonate subcrop 

at Uramu to younger aged carbonate continuing to build up at Mira. A similar pattern is interpreted to 

occur between the Ini-1 well to Nipa and then Mangrove prospects.  

Kina’s reprocessing of vintage seismic data through the Ipigio area has allowed us to carry this analogy 

northward into Waxbill Prospect. Unfortunately seismic field tapes could not be located for data at 

Waxbill but the Waxbill structure can be confirmed although existing data quality does not allow for any 

interpretation of carbonate facies. Kina continues to high grade Waxbill because of good oil shows 

recognised in the footwall carbonate in the Puri-1 well and we rank it as a potential oil play. 

Future work is focussed on extending palaeo-environmental analysis out of the areas of good well control 

into the prospects and analysis of the gravity-gradiometry signatures from our PPLs and the discoveries 

within the PRLs. 

Kina will also investigate the applicability of soil gas geochemical technology to help evaluate and rank 

our prospects.  

 

Map of PPL 338, 581 and APPL 596, 597 and 598 licence areas 
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PPL 339 (KPL Interest:  30%*)  

The operator continues to work with PNG regulatory authorities to finalise the PPL 339 licence extension 

paperwork, and we await confirmation of the anniversary date of the extension period of the licence to 

determine timing of an optimal work program.  

Kalangar/Eclectus (K/E) and Bowerbird remain Kina’s high-graded prospect areas. Kina believes these are 

areas of uplifted basement where carbonates may have developed from the early Miocene period 

through to as late as the early Pliocene period. The combined effect of carbonate growth on areas of 

uplifted basement may explain the gravity signatures measured at Kalangar and Bowerbird, as well as the 

quality of seismic data acquired over the prospects to date. 

Geological features unique to the K/E prospect were addressed at a recent technical workshop. It is 

hoped that a combination of new regional datasets, particularly an integrated gravity set, will present 

opportunities to validate or at least reduce risk for the area currently considered prospective. Kina’s own 

work indicates that an uplifted basement structural trend south east of Antelope could have been a focus 

for early Miocene to early Pliocene reef growth and on the basis of oil sampled from the Upoia-1 well 

bore, and numerous oil and gas shows reported from the area we continue to view the area as 

prospective for oil and gas. The joint venture continues to investigate options for the next phase of field 

work and the most appropriate technology to advance our understanding of the prospective fairway.  

During the quarter, Kina advised the market of amendments to its farmin agreement with Santos. Subject 

to Santos opting to retain an interest in the licence ahead of drilling the first well, Kina will retain a 

12.89% participating interest in the licence at the commencement of drilling that first well. The cost of 

the well to Kina, at that participating interest level, will be fully carried up to an agreed cost limit pursuant 

to Kina’s existing farmout agreement with Oil Search. Once that cost limit is reached, Kina’s paying and 

participating interest in the licence will permanently reduce to 10% and further well costs, if any, will be 

funded by Kina. 

 
*subject to farmout agreement with Santos 

 

A map of the PPL 339 licence area appears on the following page. 
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Map of PPL 339 Licence Area 
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PPL 340 (KPL Interest:  100%) 

Kina remains interested in the Lizard Prospect, a potential early Miocene to Eocene reef build up located 

north west of Port Moresby. During the quarter Kina mobilised a team to first scout and then follow up 

with a detailed soil gas geochemical survey. Mobilization of people and equipment to the field through to 

finish of survey took 8 days with approximately 300 hundred samples recovered. Data points were logged 

real time approximately every 400m using GPS technology and results are currently being reviewed. 

The survey area was east and southeast of Bereina Mission. This was only 158 km from Port Moresby by 

road but our team were the first foreign visitors to some village areas for 20 years. The advance scouting 

trip forewarned the local communities of our arrival and the residents welcomed our team into all areas 

of operation. In fact many tracks shown on the maps, now over 30 years out of date, were overgrown and 

apparently inaccessible but local community support helped relocate access points to the survey area and 

guided our personnel to track locations. Chiefs and Ward Councillors from Inawauni, Iesubaibua and Eboa 

villagers were very co-operative and accompanied our team for much of the time whilst in the field. 

Previously drilled wells Wahoo-1, Oroi-1 and Black Bass-1 all had indications of dry gas and are located on 

the western coastal strip of the shelf. At present Lizard is interpreted to be located on an early Miocene 

shelf block on the edge of the Lakekamu embayment and adjacent to the Papuan Basin’s northern 

margin. Kina’s observations suggests the area has the potential to preserve late Cretaceous rocks which 

offer oil source potential with Eocene to early Miocene carbonates providing  reservoir potential along 

the northern margin of the basin.   

Current seismic interpretation shows Lizard structure as a large closed feature with oil (and gas) potential 

close to Port Moresby. The course grid of seismic data is not only poor quality but also not detailed 

enough to adequately constrain the prospect for a follow up seismic program. A detailed seismic grid is 

necessary to confirm closure for the prospect and it is hoped the soil gas geochemistry data will help 

constrain the area for infill seismic acquisition. 

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

 

 

 

 

 

 

 

 

 

 



Appendix 5B 
Mining exploration entity quarterly report 

 

_____________________________________________________________________________________ 
Suite 9, Level 2, 111 Harrington Street, Sydney NSW 2000 
Tel: +61 2 8247 2500 10 
 

Map of PPL 340 licence area 

 

 

 

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

The Alligator and Aiambak structures are 2 large oil and gas prospects located on the Fly River Fault at 

either end of the Fly Platform.  Both are located on the uplifted shelfal margin of the southern Papuan 

Basin and represent end members of the same play type which is focussed on wet gas and oil migrating 

south towards the uplifted Australian continental margin.  Both have residual gravity anomalies 

associated with them. 

Because of their large size and the sparse seismic data coverage across the southern Papuan Basin it is 

not possible to adequately constrain the prospects or confidently propose a definitive test of the Fly 

Platform Play.   

Both PPL 435 and PPL 436 have reached the end of their first of their exploration terms. The gravity data 

supports presence of structure and Kina reprocessed all available seismic data in an effort to better 

understand the Fly Platform Play. 

During years 5 and 6 of the licence, Kina undertook a scouting survey to evaluate ground conditions for 

seismic. The prospect fairway is low lying in the flood plain of the Fly River. Seismic can not be undertaken 

in the wet season which runs from November through to March.  

As stated in the last quarterly report, Kina management became aware of results of a surface 

geochemical survey carried out in 1987 which exhibited anomalous readings over part of the Aiambak 
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Prospect. Kina has just completed a modern ground survey over its Lizard Prospect in PPL 340 and based 

on the good operational performance of the crew believes a similar survey should be undertaken in PPLs 

435 and 436 to help rank the prospects and assist in locating seismic lines. 

As a consequence, Kina has entered into discussions with the Department of Petroleum with the 

objectives of (i) restructuring PPLs 435 and 436 into a licence that will cover both prospects, and (ii) 

developing a tailored exploration program focussed on maturing both prospects to assess the most 

appropriate test and timing of the test of the play. 

Kina remains in discussion with companies in respect of its farm out proposal for the play. 

 

Map of the PPL 435 & 436 licence areas 

(showing proximity to forelands, discovered Western Province resources and key geological features) 
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PPL 437 (KPL Interest:  57.5%) 

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

Muruk, Juha and P’nyang.  

In this period of relatively high oil prices Kina and Horizon (the latter as operator of PRL 21) see merit in 

advancing a liquids project in PRL 21. Kina believes the multiple reservoir targets and likely high liquids 

content of the Malisa prospect make it the obvious target in the region to build future liquids production 

out of Kiunga.   Malisa is drill-ready but Ebony and Mango Prospects require additional seismic control to 

confirm their resource potential. That seismic will be a material expenditure item. 

Kina has trialled a soil gas survey in PPL 340 and hopes the technique will provide means of ranking the 

prospects in advance of delineation by seismic and drilling.  We are fortunate to have a proven field in 

PRL 21 over which to calibrate the technique for comparison to readings taken over prospects like Malisa. 

Kina is in Year 6 of its exploration program and will file for an extension of the licence shortly. Future 

work will focus on Malisa, Ebony and Mango Prospects 

 

Map of the PPL 437 Licence Area (with PRL 21 immediately to the south) 
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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  30 September 2018 

 

Consolidated statement of cash flows Current quarter 

$US’000 

Year to date 

(9 months) 

$US’000 

1. Cash flows from operating activities 

- - 1.1 Receipts from customers 

1.2 Payments for 

(1,300) (1,724)  (a) exploration & evaluation 

 (b) development - - 

 (c) production - - 

 (d) staff costs (115) (356) 

 (e) administration and corporate costs (246) (754) 

1.3 Dividends received (see note 3) - - 

1.4 Interest received 3 5 

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 

(1,658) (2,829) 
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Consolidated statement of cash flows Current quarter 

$US’000 

Year to date 

(9 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 

(9 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 

7,750 8,933 

4.1 Cash and cash equivalents at beginning of 

period 

4.2 Net cash from / (used in) operating 

activities (item 1.9 above) 

(1,658) (2,829) 

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 

(9) (21) 

4.6 Cash and cash equivalents at end of 

period 

6,083 6,083 
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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 6,083 7,750 

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) 

6,083 7,750 

 

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 

35 

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 600 

9.2 Development - 

9.3 Production - 

9.4 Staff costs 120 

9.5 Administration and corporate costs 400 

9.6 Other (provide details if material) - 

9.7 Total estimated cash outflows 1,120 

 

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 

- - - - 

10.2 Interests in mining 

tenements and 

petroleum tenements 

acquired or increased 

- - - - 
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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: 31 October 2018 

(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. 

 

 

 


