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Director’s Report
30 June 2015

The directors present their report, together with the financial statements, on the consolidated entity (referred to hereafter as
the 'consolidated entity) consisting of Allegiance Coal Limited (referred to hereafter as the ‘company’ or 'parent entity') and
the entities it controlled at the end of, or during, the year ended 30 June 2015.

Directors
The following persons were directors of Allegiance Coal Limited during the whole of the financial year and up to the date of
this report, unless otherwise stated:

Anthony Howland-Rese - Chairman

Colin Randall - Ceased on 7 August 2015
David Deilz

Peter Donkin

Principal activities
The continuing principal activity of the consolidated entity during the financial year was the acquisition and exploration of

coal tenements.

Dividends
There were no dividends paid, recommended or declared during the current or previcus financial year.

Review of operations
The loss for the consolidated entity after providing for income tax amounted to $594,564 (30 June 2014: $1,520,684).

Joint Exploration for Kilmain Project with JOGMEC

On 29 August, 2014 the Australian Government’s Federal Investment Review Board approved the Joint Exploration
Agreement in which Japan Qil, Gas and Metals National Corporation (JOGMEC) will provide up to $3 million of exploration
expenditure to Allegiance Coal over a 3 year period for the Kilmain Coal Project in three stages. JOGMEC willearnup to a
40% economic interest in the Kilmain Project.

Kilmain

Exploration under the JOGMEC Joint Venture commenced in mid-September, 2014 with 11.25 km of seismic surveys and
12 km of ground magnetometer surveys. This was followed by drilling three partially cored holes which was completed by
end of December. After the analysis was completed a full report covering this Stage 1 work was prepared.

Back Creek

The Back Creek project in the Surat Basin is well suited to gain benefit from development of Surat Basin infrastructure.
However under the current market condition the potential rate of development of the required infrastructure is unknown and
thus the future for the project is under review.

Research & Development
Continued work has progressed on the project with the aim of achieving economic mining of underground thermal coal
seclions within coal seams as thin as 1m thick.

Relinquishment of tenements
Follewing a further critical review of all tenements a decision has been taken to relinquish all tenements other than those
associated with two projects i.e. Kilmain (EPC 1298 and EPC 1917} and Back Creek (EPC 1297).
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Significant changes in the state of affairs
There were no significant changes in the state of affairs of the consclidated entity during the financial year.

Matters subsequent to the end of the financial year

One matter or circumstances have arisen since 30 June 2015 that have significantly affected, or may significantly affect the
consolidated entity’s operations, the results of those operations, or the consclidated enlity's state of affairs in future financial
years,

Loan repayment
C. Randall & Associates Pty Limited has requested repayment of their loan on 30 September 2015. As at 30 June 2015 the

outstanding loan was $359,176.

No other matter or circumstance has arisen since 30 June 2015 that has significantly affected, or may significantly affect the
consolidated entity's operations, the results of those operations, or the consolidated entity’s state of affairs in future financial
years.

Likely developments and expected results of operations

The consolidated entity will be seeking joint venture opportunities for its remaining tenements so as to enable exploration to
continue, but in the meantime, will be limiting all exploration until confidence has picked up in the sector and the market
price for coal has recovered to a level where exploration becomes viable again.

Environmental regulation
The consolidated entity is subject to and compliant with all aspects of environmental regulations of its exploration activities.
Management are not aware of any environmental law that has not been caomplied with.

Solvency

The continuing solvency is based on the support of the largest shareholder and lender Gullewa Limited.

The loan of $1,661,465 is due for repayment to Gullewa on 30 September 2015 unless the subsidiary company of
Allegiance Coal Limited, Mineral and Coal Investmenis Pty Limited ("MCI")}, provides Gullewa Limited evidence on the basis
of which MCl| reasonably considers that if it were to repay the debt Allegiance Coal Limited and its consolidated entilies
would not have sufficient cash to cover its 12 month operating budget, in which case the repayment date will be extended by

90 days.

Gullewa has agreed to extend the repayment date based on this term,
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Information on directors

Name:

Title:

Qualifications:
Experience and expertise:

Other current directorships:

Former directorships {last 3
years):

Special responsibilities:
Interests in shares:
Interests in options:

Anthony Howland-Rose

Non-Executive Chairman

MSc, DIC, FGS, FIMMM, FAusIMM, FAIG, CEng

Anthony has over 50 years’ experience in exploration, discovery, development and
corporate activity worldwide in the junior exploration sector. He has been involved in a
number of mineral discoveries, the most recent of which was the Avebury Nickel
Project for which he was co-recipient of the Association of Mining and Exploration
Companies Prospector of the Year Award in 2007. Anthony, for the years 1996 to
2008 as a Director and Chairman of Allegiance Mining NL, together with David Deitz,
presided over the discovery, drill out, financing and building of the $180 million
Avebury Nickel Mine and processing facility. Allegiance Mining NUL was acquired by a
hostile takeover by Zinifex Limited in 2008 for approximately $860 million.

Executive Chairman of Gullewa Limited (ASX: GUL) and Director of Central Iron Qre
Limited, listed on the Toronto Stock Exchange - Venture

None

None
500,000 ordinary shares held directly (756,667 ordinary shares held indirectly)
1,700,000 options over ardinary shares held directly

Name:

Title:

Qualifications:

Experience and experlise:

Other current directorships
Former directarships (last 3
years):

Special responsibilities
Interesls in shares:
Interests in options

Colin Randall- Ceased on 7 August 2015

Executive Managing Director

BEng (Mining), FAusIMM

Colin is a mining engineer with over 40 years' experience in most facets of the coal
mining industries of New South Wales and Queensland. He has been involved in the
operating, exploring, developing and financing of coalmines in both states. He was
involved in the management of the Ravensworth No. 2, Warkworth and Bayswater
open cut coalmines in the Hunter Valley. He was General Manager of the Bayswater
Colliery Co Pty Ltd and was Chief Executive of Wambo Mining Corporation Pty
Limited, at which time he undertook the markeling of coal into Japan and other parts
of Asia. In mine development, he was the Project Manager for the exploration,
planning, design and construction of the Warkworlh Mine and was its first Mine
Manager. Involvement in coal expleration includes Chairman of Curlewis Coal & Coke
Pty Limited, Booyan Coal Pty Limited, Comet Coal & Coke Pty Limited (sold to
Stanmore Coal Pty Limited) and then Director of Hydro-Mining Australia Pty Limited
and Mineral and Coal Investments Pty Limited, with coal exploration activities in New
South Wales and Queensland.

None

None

None

150,000 ordinary shares held directly (27,882,165 ordinary shares held indirectly)
2,600,000 options over ordinary shares held directly (1,700,000 options over ordinary
shares held indirectly)

Name:

Title:

Qualifications:
Experience and expertise:

Other current directorships:
Former directorships (last 3
years).

Special responsibilities:
Interests in shares:
Interests in options:

David Deilz

Executive Director and Company Secretary

B.Com, MAusiMM, CPA

David joined Allegiance Mining ML in 1996 and became a Director in August, 2000.
As Chief Financial Officer he was part of the team with Antheny Howland-Rose that
discovered and brought into production the Avehury Nickel Mine in Tasmania.
Allegiance Mining NL was taken over in 2008 for approximately $860 million.

Director of Gullewa Limited (ASX: GUL)

None

None
No ordinary shares held directly (686,667 ordinary shares held indirectly)
1,500,000 options over ordinary shares held directly
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Name:

Title:

Qualifications:

Experience and expertlise:

Other current directorships:
Former directorships (last 3
years):

Special responsibilities:
Interests in shares:
Interests in options:
Name:

Title:

Qualifications:
Experience and expertise:

Other current directorships:
Former direclorships (last 3
years).

Special responsibilities:
Interests in shares:
Interests in options:

Peter Donkin

Independent Non-Executive Director

BEc, LLB, FFIN, MAICD

Peter has 29 year's experience in investment banking, the majority of which involved
a primary focus on the mining and resources sector. He completed his career in
investment banking as the Managing Director of the Mining Finance Division of
Societe Generale in Australia, having worked for that bank for 21 years in both their
Sydney and London offices. Prior to joining Scciete Generale he was with the
corporate and international banking division of the Royal Bank of Canada. He
currently works as a financial consultant to the minerals sector, Peter's experience in
investment banking involved structuring and executing transactions for mining
companies, both in Australia and internationally. This included advising on and
arranging transactions in a wide variety of financial products covering mining project
finance, corporate finance, acquisition finance, pre-export finance, and early stage
investrment capital.

Director of Paladin Energy Ltd (ASX: PDN)

Former Directer of Sphere Minerals Ltd (ASX: SPH) (resigned 16 November 2010)
and Former Director of Carbine Tungsten Limited (ASX: CNQ) {resigned 26 April
2013)

None

10,000 ordinary shares held directly (333,334 ordinary shares held indirectly)
1,500,000 options over ordinary shares held directly

Peter Donkin

Independent Non-Executive Director

BEc, LLB, FFIN, MAICD

Peter has 29 year's experience in investment banking, the majority of which involved
a primary focus on the mining and resources sector. He completed his career in
investment banking as the Managing Director of the Mining Finance Division of
Societe Generale in Australia, having worked for that bank for 21 years in both their
Sydney and London offices. Prior to joining Societe Generale he was with the
corporate and international banking division of the Royal Bank of Canada. He
currently works as a financial consultant to the minerals secter. Peter's experience in
investment banking involved structuring and executing transacticns for mining
companies, both in Australia and internationally. This included advising on and
arranging transactions in a wide variety of financial preducts covering mining project
finance, corporate finance, acquisition finance, pre-export finance, and early stage
investment capital.

Director of Paladin Energy Ltd {ASX: PDN)

Former Director of Sphere Minerals Ltd (ASX: SPH) (resigned 16 November 2010)
and Former Director of Carbine Tungsten Limited (ASX: CNQ}) (resigned 26 April
2013)

None

10,000 ordinary shares held directly (333,334 ordinary shares held indirectly)
1,500,000 options over ordinary shares held directhy

'Other current directorships’ queled above are cument directorships for listed entities only and excludes directorships in all other types of entities, unless

otherwise slaled.

‘Former directorships ({in the lasl 3 years)' quoted above are directorships held in the last 3 years for listed entities only and excludes directorships in afl
other types of entilies, unless otherwise slated.

Company secretary David Deitz

Infermation on David Deitz is included in "Information on directors’ above.

Meetings of directors

The number of meetings of the company's Board of Directors {the Board'} held during the year ended 30 June 2015, and
the number of meetings attended by each director were:

Annual Report | 30 June 2615 | Page 4 of 49



==

-
ALLEGIANCE COAL
LIMITED

Full Board
Attended Held

Anthony Howland-Rose

Colin Randall — Ceased 7 August 2015
David Deitz

Peter Dankin

[=20a s> Moy ]
Do dD

Held: represents the number of meetings held during the time the director held office.
The roles of the Nomination Committee, Audit Committee and Remuneration Committee are performed by the full Board.

Remuneration report (audited)
The remuneration report, which has been audited, outlines the director and executive remuneration arrangements for the
consolidated entity and the company, in accordance with the requirements of the Corporations Act 2001 and its Regulations.

The remuneration report is set out under the following main headings:

¢ Principles used to determine the nature and amount of remuneraticn
+  Details of remuneration

« Share-based compensation

* Addilional disclosures relating to key management personnel

Principles used to determine the nature and amount of remuneration

The objective of the consolidated entity's and company's executive reward framework is to ensure reward for performance is
competitive and appropriate for the results delivered. The framework aligns executive reward with the achievement of
strategic objectives and the creation of value for shareholders, and conferms with the market best practice for delivery of
reward. The Board of Directors ('the Board’} ensures that executive reward satisfies the following key criteria for good
reward governance praclices:

= competlitiveness and reasonableness

* acceptability to shareholders

» performance linkage / alignment of executive compensation

* fransparency

The Board is responsible for determining and reviewing remuneration arrangements for its directors and executives. The
performance of the consolidated entity and company depends on the quality of its directors and executives. The
remuneration philosophy is to attract, metivate and retain high performance and high quality personnel,

Alignment to shareholders' interests:

= has economic profit as a core component of plan design

+ focuses on sustained growth in shareholder wealth and delivering constant or increasing return on assets
+ attracts and retains high calibre execulives

Alignment to program participants’ interests:

« rewards capability and experience

= reflects competitive reward for contribution to growth in shareholder wealth
+ provides a clear structure for earning rewards

In accordance with best practice corporate governance, the structure of non-executive directors and executive
remunerations are separate.

Non-execulive directors remuneration

Fees and payments to non-executive directors reflect the demands which are made on, and the responsibilities of, the
directors. Non-executive directors receive a fixed fee for ime, commitment and responsibilities and may be paid
remuneration as the directors determine where the director performs services outside the scope of the ordinary duties of the
director. Non-executive directors may also be paid expenses properly incurred in attending meelings or otherwise in
connection with the company’s business.

The company's constitution provides that the non-executive directors as a whole may be paid or provided fees or other
remuneration for their services as a director of the company, the total amount or value of which must not exceed $500,000
(excluding mandatory superannuation) per annum or such other maximum amount periodically determined by the company
in a general meeling.

Annual Report | 30 June 2015 | Page 5 of 49



_——

ALLEGIANCE COAL
LIMITED

Fees for nan-executive directors are not linked to individual performance. Given the company is at its early stage of
development and the financial restrictions placed on it, the company may consider it appropriate to issue individual options
to non-executive directors, subject to obtaining relevant shareholder approvals,

Executive remuneration
The consolidated entity and company aims to reward executives with a level and mix of remuneration based on their
posilien and responsibility, which is both fixed and variable.

The executive remuneration and reward framework has four components:
¢ base pay and non-monetary benefits

* short-term performance incentives

+ share-based payments

+ other remuneration such as superannuation and long service leave

The combination of these comprises the executive’s tolal remuneration.

Fixed remuneration, consisting of base salary, superannuation and non-moenetary benefits, are reviewed annually by the
Board, based on individual and business unit performance, the overall performance of the consolidated entity and
comparable market remunerations.

Executives can receive their fixed remuneratian in the form of cash er other fringe benefits (for example motor vehicle
benefits) where it does not create any additional costs to the consolidated entity and adds additional value to the executive.

There are no short-term incentives ('STI').
The long-term incentives {'LT}) includes long service leave and share-based payments.

Consolidated entity performance and link to remuneration
There is no link between the consolidated enlity’s peformance and remuneration.

Use of remuneration consultants

During the financial year ended 30 June 2015, the company did not engage remuneration consultants to review its existing
remuneration policies and provide recommendations on how to improve both the short-term incentives ('STI') and long-term
incentives ('LTI"} programs of the company and consolidated entity.

Voting and commants made at the company’s 2014 Annual General Meeling (AGM')
Atthe last AGM, the shareholders voted to adopt the remuneration report for the year ended 30 June 2014. The company
did not receive any specific feedback at the AGM regarding its remuneration practices.

Details of remuneration

Amounts of remuneration

Details of the remuneration of the directors and key management personnel are set out in the following tables. Key
management personnel are defined as those who have the authority and responsibility for planning, directing and controlling
the major activities of the consolidated entity.
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Post- Share-
employment  Long-term based
Short-term benefits benefits __benefits _ payments_
Leng
Cash salary Non- Super- sarvice Equity-
and fees Bonus monetary annuation leave settled Total
2015 $ $ $ $ $ $ $
Non-Executive Directors:
Anthony Howland-
Rose 15,000 - 15,000
David Deitz 13,761 1,307 15,068
Peter Donkin 13,761 1,307 15,068
Executive Direcfors:
Colin Randall 197.283 12,239 209,522
239,805 14,853 254,658
Post- Share-
employment  Long-term based
__Short-term benefits benefits benefits __payments S
Long
Cash salary Non- Super- service Equity-
and fees Bonus monetary annuation leave settled Total
2014 $ $ $ $ $ $ $
Non-Executive Directors:
Anthony Howland-
Rose 20,000 - - - 7.500 27,500
David Deitz 18,349 - 1,697 - 7,500 27,546
Peter Donkin 18,349 - 1,697 - 7,500 27,546
Executive Directors:
Colin Randall 91,743 - 8,486 - 39000 139,229
148,441 - 11,880 - 61,500 221,821
The proportion of remuneration linked to performance and the fixed proportion are as follows:
Fixed remuneration At risk - STI At risk - LTI
Name 2015 2014 2015 2014 2015 2014
Non-Executive Diractors:
Anthony Howland-Rose 100% 73% -% % -% 27%
David Deitz 100% 73% % % % 27%
Peter Donkin 100% 73% -% -% -% 27%
Executive Directors:
Colin Randall 100% 72% -% -% -% 28%

Share-based compensation

{ssue of shares

There were no shares issued to directors and other key management personnel as part of compensation during the year

ended 30 June 2015.

Options

The terms and conditions of each grant of options over ordinary shares affecting remuneration of directors and other key
management personnel in this financial year or future reporting years are as follows:
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Vesting date and Fair value per option at
Grant date exercisable date Expiry date Exercise price grant date
9 May 2011 9 May 2011 9 May 2016 $0.2500 $0.000
27 November 2013 27 November 2013 27 November 2018 $0.0495 $0.015

Options granted carry no dividend or voting rights.

The number of options over ordinary shares granted to and vested by directors and other key management personnel as
part of compensation during the year ended 30 June 2014 are set out below:

Number of Number of Number of Number of
options options granted  options vested options vested

granted during  during the year  during the year during the year
Name = the year 2015 2014 2015 2014
Anthony Howland-Rose - 500,000 - 500,000
Colin Randall - 2,600,000 - 2,600,000
David Deitz - 500,000 - 500,000
Peter Donkin - 500,000 - 500,000

Values of options over ordinary shares granted, exercised and lapsed for directors and other key management personnel as
part of compensation during the year ended 30 June 2015 are set out below:

Value of Remuneration
options Value of options Value of consisting of
granted during  granted during  options lapsed options for the

the year the year during the year year

Namae $ $ $

Anthony Howland-Rose - - - -

Colin Randall - - - -

David Deitz - - - -

Peter Donkin - - - -

Details of options over ordinary shares granted, vested and lapsed for directors and other key management personnel as
part of compensation during the year ended 30 June 2014 are set out below:
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Service agreements
Key management personnel have no entitlements to termination payments in the event of removal for misconduct.

Share-based compensation

fssue of shares
There were no shares issued to directors and other key management personnel as part of compensation during the year
ended 30 June 2015.

Options
The terms and conditions of each grant of options over ordinary shares affecting remuneration of directors and other key
management personnel in this financial year or future reporting years are as follows:

~ Grantdate Vesting date and Expiry date Exercise price Fair value per option
exercisabledate =~ = at grant date
27 Novernber 2013 27 November 2013 27 November 2018 $0.0495 $0.015

Options granted carry ne dividend or voting rights.

The number of options over ordinary shares granted to and vested by directors and other key management personnel as
part of compensation during the year ended 30 June 2014 are set out below;

Number of Number of Number of Number of
options options granted options vested options vested
granted during  during the year  during the year  during the year
Name the yaar 2015 2014 2015 2014
Anthony Howland-Rose - 3,800,000 - 3,800,000
David Deitz - 3,800,000 - 3,800,000
Eddie Lee - 850,000 - 850,000

Values of options over ordinary shares granted, exercised and lapsed for direclors and other key management personnel as
part of compensation during the year ended 30 June 2014 are set out below:

Value of Remuneration
options Value of options Value of consisting of
granted during  granted during  options lapsed  options for the
the year the year during the year year
Name $ $ $ O ) S |
Anthony Howland-Rose - - - 37%
David Deitz - - - 24%
Eddie Lee - - - 21%

Additional disclosures relating to key management personnel

In accordance with Class Order 14/632, issued by the Australian Securities and Investments Commission, relating to 'Key
management personnel equity instrument disclosures’, the following disclosure relates only to equity instruments in the
company or its subsidiaries.

Number of Value of Value of Number of Value of
options options granted options vested options  options lapsed

Name Grant date Vesting date granted $ ] lapsed $
Anthony

Howland-Rose 27 Nov 2013 27 Nov 2013 500,000 7,500 7,500 - -

Colin Randall 27 Nov 2013 27 Nov 2013 2,600,000 39,000 39,000 - -

David Deitz 27 Nov 2013 27 Nov 2013 500,000 7,500 7,500 - -

Peter Donkin 27 Nov 2013 27 Nov 2013 500,000 7.500 7,500 - -

Additional disclosures relating to key management personnel .

fn accordance with Class Order 14/632, issued by the Australian Securities and Investments Commissicn, relating to 'Key
management personnel equity instrument disclosures', the following disclosure relates only to equity instruments in the
company or its subsidiaries.
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Shareholding
The number of shares in the company held during the financial year by each director and other members of key
management personnel of the consolidated entity, including their personally related parties, is set oul below:

Balance atthe Received as part Disposals/ Balance at the end

start of the ymar  of remuneration  Additions other of the year
Ordinary shares
Anthony Howland-Rose 1,256,667 - - - 1,256,667
Colin Randa)l - ceased 28,032,165 - - - 28,032,165
David Deitz 686,667 - - - 686,667
Peter Donkin 343,334 - - - 343,334

30,318,833 - - - 30,318,833

Option holding

The number of options over ordinary shares in the company held during the financial year by each director and other
members of key management personnel of the consolidated entity, including their personally related parties, is set out
below:

Balance at the Expired!  Balance at the end
start of the year  Granted Exercised forfeited/other of the year

Oplions over ordinary shares

Anthony Howland-Rose 1,700,000 - - - 1,700,000
Colin Randall - ceased 4,300,000 - - - 4,300,000
David Deitz 1,500,000 - - - 1,500,000
Peter Donkin 1,500,000 - - - 1.500,000
9,000,000 - - 9,000,000
Vested and Vested and' Balance at the and
= . A s exercisable unexercisable of the year
Options over ordinary shares
Antheony Howland-Rose 1,700,000 - 1,700,000
Colin Randall - ceased 4,300,000 - 4,300,000
David Deitz 1,500,000 - 1,500,000
Peter Donkin 1,500,000 - 1,500,000
9,000,000 - 9,000,000

Loans lo key management personnel and their related parties
There were no loans made to key management personnel and their related parties during the financial year ended 30 June
2015.

Other transactions with key management personnel and their related parties
Service, administration fees and reimbursements paid to ultimate parent entity, Gullewa Limited totalling $134,923

Administration fees and reimbursements paid to other related party, C. Randall & Associates Pty. Limited totalling $86,764

Loan from ultimate parent entity, Gullewa Limited totalling $1,661,455 Loan from other related party, C. Randall &
Associates Pty. Limited totalling $359,176.

This concludes the remuneration report, which has been audited.

Shares under option
Unissued ordinary shares of Allegiance Coal Limited under aption at the date of this report are as fallows:

Grant date = Expiry date Exercise price Number under option

9 May 2011 9 May 2016 $0.2500 5,650,000

27 November 2013 27 November 2018 $0.0495 4,100,000
9,750,000

No person entitled to exercise the options had or has any right by virtue of the option to participate in any share issue of the
company or of any other body corparate.,
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Shares issued on the exercise of options
There were no ordinary shares of Allegiance Coal Limited issued on the exercise of options during the year ended 30 June
2015 and up to the date of this report.

Indemnity and insurance of officers
The company has indemnified the directors and executives of the company for costs incurred, in their capacity as a director
or execulive, for which they may be held personally liable, except where there is a lack of good faith.

During the financial year, the company paid a premium in respect of a contract to insure the directors and executives of the
company against a liability to the extent permitted by the Corporations Act 2001. The contract of insurance prohibits
disclosure of the nature of liability and the amount of the premium.

Indemnity and insurance of auditor
The company has net, during or since the financial year, indemnified or agreed to indemnify the auditor of the company or
any related entity against a liability incurred by the auditor.

During the financial year, the company has not paid a premium in respect of a centract to insure the auditer of the company
or any related entity.

Proceedings on behalf of the company

No person has applied to the Court under section 237 of the Corporations Act 2001 for leave to bring proceedings on behalf
of the company, or to intervene in any proceedings to which the company is a party for the purpose of taking responsibility
on behalf of the company for all or part of those proceedings.

Non-audit services
There were no non-audit services provided during the financial year by the auditor.

Officers of the company who are former audit director's of SCS Audit & Corporate Services Pty Ltd
There are no officers of the company who are former audit director's of SCS Audit & Corporate Services Pty Lid.

Auditor's independence declaration

A copy of the auditor's independence declaration as required under section 307C of the Corporations Act 2001 is set out on
page 13.

Auditor

Deloitte Touche Tohmatsu was removed from the position of Auditor on the 27 November 2014 and Superannuation and
Corporale Services Pty Ltd was appointed on the same date,

This report is made in accordance with a resolution of directors, pursuant to section 298(2)(a) of the Corporations Act 2001.

On behalf of the directors

CONY

David Deitz
Director

30 September 2015
Sydney
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SCS AUDIT &
' CORPORATE SERVICES &%

30 Seplember 2015

Board of Direclors
Allegiance Coal Limited
Leve! 2, Quantum House
49-51 York Stree!
SYDNEY NSW 2000

Dear Direclors,

Re: ALLEGIANCE COAL LIMITED

In accordance with section 307C of the Corporations Act 2001, |1 am pleased to provide the following
declaration of Independence to the directors of Alleglance Coal Limited.

As Audit Director for the audit of the financlal statements of Alleglance Coal Limited for the year ended
30 June 2015, | declare that lo the best of my knowledge and belief, there have been no
contravenitions of:

0] the auditor independenca requirements of the Corporations Act 2001 in refation to the
audit; and

(it} any applicable code of professional conduct in relation to the audit.

Yours failhfully,
$CS Audit & Corporate Services Pty Lt
{An Authorised Audit Comp

B 1el)

ayior

Director

Suite 1002, i
uite 1102, Level 11, 309 Pitt 5t Sydney K5W 7000 - PO Box A2233 Sydney South NSW 1235 T: (02) 9267 7771 -+ - {02) 9267 3109 - E: adminOsuperscs.com.au
WwWw@SHpersci, com.ay
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General information

The financial statements cover Allegiance Coal Limited as a consolidated entity consisting of Allegiance Coal Limited and its
subsidiaries. The financial statements are presented in Australian dellars, which is Allegiance Coal Limited's functional and
presentation currency.

Allegiance Coal Limited is a listed public company limited by shares, incorporated and domiciled in Australia, Iis registered
office and principal place of business is:

Suite 1, Leve! 2
49-51 York Street
Sydney NSW 2000

A description of the nature of the consolidated entity's operations and its principal activities are included in the directors’
report, which is not part of the financial statements.

The financial statements were authorised for issue, in accordance with a resolution of directors, on 30 September 2015, The
directors have the power to amend and reissue the financial statements.
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ALLEGIANCE COAL
LIMITED

Statement of profit or loss and other comprehensive income
For the year ended 30 June 2015

Consolidated

Note 2015 2014
—_ = B $ nsl_ |
Revenue 4 114,782 129,735
Expenses
Employee benefits expense {59,737) (272,197)
Depreciation and amortisation expense 5 {23,094) {13,241)
Impairment of assets 5 (252,071) (1,324,563)
Administrative expenses {410,738) (220,419)
Listing expense (29.038) -
Loss on disposal of assets - (8,460)
Finance costs 5 {133,557) (181.,428)
Loss before income tax benefit 6 {793,453} (1,890,673)
Income tax benefit 198,889 369,989
Loss after income tax henefit for the year attributable to the owners of
Allegiance Coal Limited (594,564) (1,520,684)
Other comprehensive income for the year, net of tax - -
Total comprehensive income for the year attributable to the owners of
Allegiance Coal Limited {594,564) {1,520,684)
Cents Cents
Basic earnings per share 3 (0.34) (0.86)
Diluted earnings per share 3 (0.34) {0.86)

* The above slalement of profit or foss and other comprehensive income should be read in conjunction with the accompanying notes.
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LIMITED

Statement of financial position

As at 30 June 2015
Consolidated
Note 2015 2014
$ $
Assels
Current assets
Cash and cash equivalents 7 1,602,759 3,184,894
Trade and other receivables 8 134,786 152,445
Other 9 47,137 17.645
Total current assets 1,784,682 3,354,984
Non-current assets
Property, plant and equipment 10 5,626 25,884
Exploration and evaluation 12 3,279,425 3,327,550
Tolal non-current assels 3,285,051 3,353,434
Total assets 5,069,733 6,708,418
Liabilities
Current liabilities
Trade and other payables 13 169,935 140,391
Borrowings 14 2,020,022 3,090,484
Employee benefits 15 620 3,823
Total current liabilities 2,190,577 3,234,698
Total liabilities 2,190,577 3,234,698
Met assets 2,879,156 3,473,720
Equity
Issued capital 16 9,137,801 9,137,801
Reserves 17 376,786 376,786
Accumulated losses 18 (6,635,431} (6.040.867)
Total equity 2,879,156 3,473,720

* The above statement of financial position should be read in conjunction with the accompanying notes.
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ALLEGIANCE COAL
LIMITED

Statement of changes in equity

For the year ended 30 June 2015

Issued capital Reserves Accumulated losses Total equity
Censolidated $ s 3
Balance at 1 July 2013 9,137,801 315,286 (4,520,183) 4,932,904
Loss after income tax benefit for the year - - (1,520,684) (1,520,684)
Other comprehensive income for the year, net of
tax - - - -
Total comprehensive income for the year - - (1,520,684) (1,520,684)
Transactions with owners in their capacity as
owners:
Shareholder lean reserve adjustment - 61,500 - - 61,500
Balance at 30 June 2014 9,137,801 376,786 16,040,867} 3,473,720
Issued capital Reserves Accumulated losses Total equity
Consolidated — § 5 3
Balance at 1 July 2014 9,137,801 376,786 {6.040,867) 3.473,720
Loss after income tax benefit for the year - - (594,564) (594,564)
Other comprehensive income for the year, net of
tax - - - -
Total comprehensive income for the year - - (594,564) (594,564)
Transactions with owners in their capacily as
owners:
Share-based payments - - - -
Balance at 30 June 2015 9,137,801 376,786 6,635,431} 2,879,156

* The above stalement of changes in equity should be read in conjunction with the accompanying notes.
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ALLEGIANCE COAL
LIMITED

Statement of cash flows
For the year ended 30 June 2015

Consolidated

Note 2015 2014
$ $

Cash flows from operating activities
Payments to suppliers (inclusive of GST) (504,609) (522,892}
Other receipts 82,747 21,216

(421,862) (501,676)
Interest received 32,035 129,706
Interest and other finance costs paid - (328}
R & D Grants Received 125,795 369,989
Net cash used in operating activities 30 (264,032} (2,308)
Cash flows from investing activities
Payments for property, plant and equipment (1,404} (4,032)
Payments for exploration and evaluation (126,393) (311,869)
Payments for security deposits 14,100 (362)
Receipts for sale of property, plant and equipment - 20,000
Net cash used in investing activities (113,687) (296,263)
Cash flows from financing activities
Loan repayments (1,199,576) 4,320
Contribution from Joint Venture (4,840) -
Net cash from/(used in) financing activities (1,204,416} 4,320
Net decrease in cash and cash equivalents (1,582,135) (294,252)
Cash and cash equivalents at the beginning of the financial year 3,184,894 3,479,146
Cash and cash equivalents at the end of the financial year 1,602,759 3,184,894

* The above statement of cash flows shculd be read in conjunction with the accompanying notes.
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ALLEGIANCE COAL
LMITED

Notes to the financial statements
30 June 2015

Note 1. Significant accounting policies

The principal accounting policies adopted in the preparation of the financial statements are set out below. These policies
have been consistently applied to all the years presented, unless otherwise stated.

1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Preparation

The financial report is a general-purpose financial report, which has been prepared in accordance with the
requirements of the Corporations Act 2001, Australian Accounting Standards and interpretations and complies with
other requirements of the law.

The accounting policies detailed below have been consistently applied to all of the years presented unless
otherwise stated. The financial statements are for the Group consisting of Allegiance Coal Limited and its
subsidiaries.

The financial report is presented in Australian dollars.

Allegiance Coal Limited is a company limited by shares, incorporated in Australia whose shares are publicly traded
on the Australian Securities Exchange. The nature of the operations and principal activities of the Group are mineral
exploration and investment.

Adoption of new and revised standards

In the year ended 30 June 2015, the Directors have reviewed all of the new and revised Standards and
Interpretations issued by the AASB that are relevant to the Group's operations and effective for the current annual
reporting period.

It has been determined by the Directors that there is no impact, material or otherwise, of the new and revised
Standards and Interpretations on the Group's business and, therefore, no change is necessary to Group accounting
policies.

The Directors have also reviewed all new Standards and Interpretations that have been issued but are not yet
effective for the year ended 30 June 2015, As a result of this review the Directors have determined that there is no
impact, material or otherwise, of the new and revised Standards and Interpretations on the Group's business and,
therefore, no change necessary to Group accounting policies.

Statement of Compliance
The financial report was authorised for issue on 30" September 2015.

The financial report complies with Australian Accounting Standards, which include Australian equivalents to
International Financial Reporting Standards {AIFRS). Compliance with AIFRS ensures that the financial report
comprising the financial statements and notes thereto, complies with Intemational Financial Reporting Standards
(IFRS).

Going concern

The consolidated financial statements have been prepared on a geing cancern basis,

For the year ended 30 June 2015, the consolidated entity incurred a loss from continuing operations after tax of $594,564
{2014: $1,520,684). In the same period the consolidated entity had operating cash outflows of $264,032 (2014 $2,309) and
outflows due to investing activities of $113,687 (2014: $2986,263).

A cash flow forecast for the next 12 months prepared by management has indicated that the consolidated entity will have
sufficient cash assets to be able to meet its debis as and when they are due,

The continuing solvency is based on the support of the largest shareholder and lender Gullewa Limited.
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Notes to the financial statements
30 June 2015

The loan of $1,661,455 is due for repayment to Gullewa on 30 September 2015 unless the subsidiary company of
Allegiance Coal Limited, Mineral and Coal Investments Pty Limited ('MCV'), provides Gullewa Limited evidence on the basis
of which MC| reasonably considers that if it were to repay the debt Allegiance Coal Limiled and its consolidated entities
would not have sufficient cash to cover its 12 month operating budget, in which case the repayment date will be extended by
90 days.

Gullewa has agreed to extend the repayment date based on this term.

The commilments for exploration and evaluation for the next three years have been disclosed in note 25 to the financial
statements. The company has impaired tenements that it will no lenger commit to the minimum expenditure for the next
three years and intends to keep exploring the other remaining tenements.

Mo adjustments have been made relating to recoverability and classification of other asset amounts and classification of
liabilities that might be necessary should the consclidated entity not continue as a going concemn.

Basis of preparation and statement of compliance

These general purpose financial statements have been prepared in accordance with Australian Accounting Standards and
Interpretations issued by the Australian Accounting Standards Board ('AASB’) and the Corporaticns Act 2001, as
appropriate for for-profit oriented entities. These financial statements also comply with International Financial Reporting
Standards as issued by the International Accounting Standards Board ('IASB).

Historical cost convention
The financial statements have been prepared under the historical cost convention.

Critical accounting estimates

The preparation of the financial statements requires the use of certain critical accounting estimates. It also requires
management to exercise its judgement in the process of applying the consolidated entity's accounting policies. The areas
involving a higher degree of judgement or complexity, or areas where assumpticns and estimates are significant to the
financial statements, are disclosed in note 2.

Parent entity information
In accordance with the Cerporations Act 2001, these financial statements present the results of the consclidated entity only.
Supplementary information about the parent entity is disclosed in note 28,

Principles of consolidation

The consolidated financial statements incorporate the assets and liabilities of all subsidiaries of Allegiance Coal Limited
{"company’ or ‘parent enlity') as at 30 June 2015 and the resulls of all subsidiaries for the year then ended. Allegiance Coal
Limited and its subsidiaries together are referred to in these financial statements as the 'cansolidated entity’.

Subsidiaries are all those entilies over which the consolidated entity has control. The consolidated entity controls an entity
when the consolidated entily is exposed to, or has rights to, variable returns from its involvement with the entity and has the
ability to affect those retumns through its power to direct the activities of the entity. Subsidiaries are fully consolidated from
the date on which control is transferred to the consolidated entity. They are de-consoclidated from the date that contro!
ceases.

Intercompany transactions, balances and unrealised gains on transactions between entities in the consolidated entity are
eliminated. Unrealised losses are alse 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 consolidated entity.

The acquisition of subsidiaries is accounted for using the acquisition methed of accounting. 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 acquired is recognised directly in equity
attributable to the parent.
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Notes to the financial statements
30 June 2015

Where the consolidated entity loses controf over a subsidiary, it derecognises the assets including goodwili, liabilities and
non-controlling interest in the subsidiary together with any cumulative translation differences recognised in equity. The
consolidated entity recognises the fair value of the consideration received and the fair value of any investment retained
together with any gain or loss in profit or loss.

Operating segments

Operating segments are presented using the 'management approach’, where the information presented is on the same
basis as the internal reports provided to the Chief Operating Decision Makers (CODM'). The CODM is responsible for the
allocation of resources to operating segments and assessing their performance.

Revenue recognition

Revenue is recognised when it is probable that the economic benefit will flow to the consolidated entity and the revenue can
be reliably measured. Revenue is measured at the fair value of the consideration received or receivable.

Interest

Interest revenue is recognised as interest accrues using the effective interest method. This is a method of 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 asset to
the net carrying amount of the financial asset.

Other revenue
Other revenue is recognised when it is received or when the right to receive payment is established.

Income tax

The income tax expense or benefit for the period is the tax payable on that 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, unused tax losses and the adjustment recognised for prior periods, where applicable,

Deferred tax assets and liabilities are recognised for temporary differences at the tax rates expected to apply when the

assets are recovered or liabilities are settled, based on those tax rates that are enacted or substantively enacted, except for:

e When the deferred income tax asset or liability arises from the initial recognition of goodwill or an asset or liability in a
transaction that is not a business combination and that, at the time of the transaction, affects neither the accounting nor
taxable profits; or

When the laxable temporary difference is associated with interests in subsidiaries, associates or joint ventures, and the
timing of the reversal can be controlled and it is probable that the temporary difference will not reverse in the
foreseeable future.

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 ulilise those temporary differences and losses.

The carrying amount of recognised and unrecognised deferred tax assets are reviewed each reporting date. Deferred tax
assets recognised are reduced to the extent that it is no longer probable that future taxable profits will be available for the
carrying amount to be recovered. Previously unrecognised deferred tax assels are recognised to the extent that it is
probable that there are future taxable profits available to recover the asset.

Deferred tax assets and liabilities are offset only where there is a legally enforceable right to offset current tax assets against
current tax liabilities and deferred tax assets against deferred tax liabilities; and they relate to the same taxable authority on
either the same taxable entity or different taxable entities which intend to settle simultaneously. The R&D Tax Incentive is a
government run pregram which helps to offset some of the costs of R&D. The consolidated entity claimed a refundable tax
offset and has disclosed this as income tax benefit in the statement of profit or loss and other comprehensive income.

Allegiance Coal Limited {the ‘head entity’) and its wholly-owned Australian subsidiaries have formed an income tax
consolidated group under the tax consolidation regime. The head enlity and each subsidiary in the tax consolidated group
continue to account for their own current and deferred tax amounts. The tax consolidated group has applied the 'separate
taxpayer within group' approach in determining the appropriate amount of taxes to allocate to members of the tax
consolidated group.
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30 June 2015

In addition to its own current and deferred tax amounts, the head enlity 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 entities in the
tax consolidated group.

Current and non-current classification
Assets and liabilities are presented in the statement of financial position based on current and non-current classification.

An asset is current when: it is expected to be realised or intended to be sold or consumed in normal operating cycle; it is
held primarily for the purpose of trading; it is expected to be realised within 12 months after the reporting period; or the asset
is cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at least 12 months after the
reporting period. All other assels are classified as non-current.

A liability is current when; it is expected to be settled in normal operating cycle; it is held primarily for the purpose of trading;
it is due to be setiled within 12 months after the reporting period; or there is ne unconditional right to defer the settiement of
the liability for at least 12 months after the reporting period. All other liabilities are classified as non-current.

Deferred tax assets and liabilities are always classified as non-current.

Cash and cash equivalents

Cash and cash equivalents includes cash on hand, deposits held at call with financial institutions, other short-term, highly
liquid investments with original maturities of three months or less that are readily convertible to known amounts of cash and
which are subject to an insignificant risk of changes in value.

Trade and other receivables
Other receivables are recognised al amortised cost, less any provision for impairment.

investments and other financial assets

Investments and other financial assels are initially measured at fair value. Transaction costs are included as part of the initial
measurement, except for financial assets at fair value through profit or loss. They are subsequently measured at either
amortised cost or fair value depending on their classification. Classification is determined based on the purpose of the
acquisition and subsequent reclassification to other categories is restrcted.

Financial assets are derecognised when the rights to receive cash flows from the financial assels have expired or have been
transferred and the consolidated entity has transferred substantially all the risks and rewards of ownership.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable paymenits that are not quoted in an
active market. They are carried at amortised cost using the effective interest rate methed. Gains and losses are recognised
in profit or loss when the asset is derecognised or impaired.

Impairment of financial assets

The consclidated entity assesses at the end of each reporting period whether there is any cbjective evidence that a financial
asset or group of financial assets is impaired. Objective evidence includes significant financial difficulty of the issuer or
obligor; a breach of contract such as default or delinquency in payments; the lender granting to a borrower concessions due
to economic or legal reascns that the lender would not otherwise do; it becomes probable that the borrower will enter
bankruplcy or other financial reorganisation; the disappearance of an active market for the financial asset; or observable
data indicating that there is a measurable decrease in estimated future cash flows,

The amount of the impairment allowance for loans and receivables camied at amortised cost is the difference between the
asset's carrying amount and the present value of estimated future cash flows, discounted at the original effective interest
rate. If there is a reversal of impaiment, the reversal cannot exceed the amorlised cost that would have been recognised
had the impairment not been made and is reversed to profit or loss.

Property, plant and equipment
Plant and equipment is stated at historical cost less accumulated depreciation and |mpa|rment Historical cost includes
expenditure that is directly attributable to the acquisition of the items.
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Depreciation is calculated on a straight-line basis to write off the net cost of each item of property, plant and equipment over
their expected useful lives as follows:

Leasehold improvements 4 years
Plant and equipment 4 years
Motor vehicles 4 years
Computer equipment 4 years
Office equipment 4 years

The residual values, useful lives and depreciation methods are reviewed, and adjusted if appropriate, at each reporting date.

Leasehold improvements and plant and equipment under lease are depreciated over the unexpired period of the lease or
the estimated useful life of the assets, whichever is shorter.

An item of property, plant and equipment is derecognised upon disposal or when there is no future economic benefit to the
consolidated entity, Gains and losses between the carrying amount and the disposal proceeds are taken to profit or loss.

Leases

The determination of whether an arrangement is or contains a lease is based on the substance of the arrangement and
requires an assessment of whether the fulfilment of the arrangement is dependent on the use of a specific asset or assets
and the arrangement conveys a right to use the asset.

A distinction is made between finance leases, which effectively transfer from the lessor lo the lessee substantially all the
risks and benefits incidental to ownership of leased assets, and operating leases, under which the lessor effectively retains
substantially all such risks and benefits.

Finance leases are capitalised. A lease asset and liability are established at the fair value of the leased assets, or if lower,
the present value of minimum lease payments. Lease payments are allocated between the principal component of the lease
liability and the finance costs, so as to achieve a constant rate of interest on the remaining balance of the liability.

Leased assets acquired under a finance lease are depreciated over the asset's useful life or aver the shorter of the asset’s
useful life and the lease term if there is no reasonable certainty that the consolidated entity will obtain ownership at the end
of the lease term.

Operating lease payments, net of any incentives received from the lessor, are charged to profit or loss on a straight-line
basis over the term of the lease.

Intangible assets

Intangible assets acquired as part of a business combination, other than goodwill, are initially measured at their fair value at
the date of the acquisition. Intangible assets acquired separately are initially recognised at cost. Indefinite life intangible
assets are not amortised and are subsequently measured at cost less any impairment. Finite life intangible assets are
subsequently measured at cost less amorisation and any impairment. The gains or losses recognised in profit or loss
arising from the derecognition of intangible assets are measured as the difference between net disposal proceeds and the
carrying amount of the intangible asset. The method and useful lives of finite life intangible assets are reviewed annually,
Changes in the expected pattem of consumption or useful life are accounted for prospectively by changing the amortisation
method or period.

Software
Significant costs associated with software are deferred and amortised on a straight-line basis over the periced of their

expected benefit, being their finite life of 5 years.

Exploration and evaluation assets

Exploration and evaluation expenditure in refation to separate areas of interest for which rights of tenure are current is
carried forward as an asset in the statement of financial position where it is expected that the expendilure will be recovered
through the successful development and exploitation of an area of interest, or by its sale; or exploration activities are
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continuing in an area and activities have not reached a stage which permits a reasonable estimate of the existence ar
otherwise of economically recoverable reserves. Where a project or an area of interest has been abandoned, the
expenditure incurred thereon is written off in the year in which the decision is made.

Exploration and evaluation assets are initially measured at cost and include acquisition of rights to explore, studies,
exploratory drilling, trenching and sampling and associated activities and an allocation of depreciation and amortisation of
assets used in exploration and evaluation activities. General and administrative costs are only included in the measurement
of exploration and evaluation costs where they are related directly to operational aclivities in a particular area of interest.

Exploration and evaluation assets are assessed for impaiment when facts and circumstances suggest that the carrying
amount of an exploration and evaluation asset may exceed its recoverable amount. The recoverable amount of the
exploration and evaluation asset (or the cash-generating unit{s) to which it has been allocated, being no larger than the
relevant area of interest) is estimated to delermine the extent of the impairment loss (if any). Where an impairment loss
subsequently reverses, the camying amount of the asset is increased to the revised estimate of its recoverable amount but
only to the exient that the increased carrying amount does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the asset in previous years. Where a decision is made to proceed
with development in respect of a particular area of interest, the relevant exploration and evaluation asset is tested for
impairment and the balance is then reclassified to development.

Impairment of non-financial assets

Goodwill and other intangible assets that have an indefinite useful life are nol subject to amortisation and are tested annually
for impairment, or more frequently if events or changes in circumstances indicate that they might be impaired. Other non-
financial assets are reviewed for impairment whenever evenls or changes in circumstances indicate that the carrying
amount may not be recoverable. An impairment loss is recognised for the amount by which the asset's camrying amount
exceeds its recoverable amount.

Recoverable amount is the higher of an asset's fair value less costs of disposal and value-in-use. The value-in-use is the

present value of the estimated future cash flows relating to the asset using a pre-tax discount rate specific to the asset or
cash-generating unit to which the asset belongs. Assets that do not have independent cash flows are grouped together to
form a cash-generating unit.

Trade and other payables

These amounts represent liabilities for goods and services provided to the consclidated entity prior te the end of the financial
year and which are unpaid. Due to their short-term nature they are measured at amortised cost and are not discounted. The
amounts are unsecured and are usually paid within 30 days of recognition.

Borrowings
Loans and borrowings are initially recognised at the fair value of the consideration received, net of transaction costs. They
are subsequently measured at amortised cost using the effective interest method.

Where there is an unconditional right to defer settlement of the [fability for at least 12 months after the reporting date, the
loans or borrowings are classified as non-current.

Finance costs

Finance costs attributable to qualifying assets are capitalised as part of the asset. All other finance costs are expensed in
the period in which they are incurred, including:

» interest on short-term and Jong-term borrowings

Employee benefits

Short-term employee benefits

Liabilities for wages and salaries, including non-monetary benefits, annual leave and lang service leave expected to be
settled within 12 months of the reporting date are recognised in current liabilities in respect of employees' services up to the
reporting date and are measured at the amounts expected to be paid when the liabilities are settled.

Annual Report | 30 June 2015 | Page 23 of 49



ALLEGIANCE COAL
LIMITED

Notes to the financial statements
30 June 2015

Other long-term employee benefits

The liability for annual leave and long service leave not expected to be settled within 12 months of the reporting date are
recognised in non-cumrent liabilities, provided there is an unconditional right to defer settlement of the liahility. The liahility is
measured as the present value of expected future payments to be made in respect of services provided by employees up to
the reporting date using the projected unit credit method. Consideration is given lo expecled future wage and salary levels,
experience of employee departures and periods of service. Expected future payments are discounted using market yields at
the reperting date on national government bonds with terms to maturity and currency that match, as closely as possible, the
estimated future cash outflows.

Defined contribution superannualion expense
Contributions to defined contribution superannuation plans are expensed in the period in which they are incurred.

Share-based payments
Equity-settled and cash-settled share-based compensation benefits are provided to employees.

Equity-settled transactions are awards of shares, or options over shares, that are provided to employees in exchange for the
rendering of services. Cash-settled transactions are awards of cash for the exchange of services, where the amount of cash
is determined by reference to the share price.

The cost of equity-settled transactions are measured at fair value on grant date. Fair value is independently determined
using either the Binomial or Black-Scholes option pricing model that takes into account the exercise price, the term of the
oplion, the impact of dilution, the share price at grant date and expecled price volatility of the underlying share, the expected
dividend yield and the risk free interest rate for the term of the option, together with non-vesting conditions that do not
determine whether the consolidated entity receives the services that entitle the employees to receive payment. No account
is taken of any other vesling conditions.

The cost of equity-settled transactions are recognised as an expense with a corresponding increase in equity over the

vesting period. The cumulative charge to profit or loss is calculated based on the grant date fair value of the award, the best

estimate of the number of awards that are likely to vest and the expired portion of the vesting period. The amount

recognised in profit or loss for the period is the cumulative amount calculated at each reporting date less amounts already

recognised in previous periods.

The cost of cash-settled transactions is initially, and at each reporting date until vested, determined by applying either the

Binomial or Black-Scholes option pricing model, taking into consideration the terms and conditions on which the award was

granted. The cumulative charge to profit or loss until sett'ement of the liability is calculated as follows:

» during the vesting period, the liability at each reporting date is the fair value of the award at thal date multiplied by the
expired portion of the vesting period.

+ from the end of the vesting period until settlement of the award, the liability is the full fair value of the liability at the
reporting date.

All changes in the liability are recognised in profit or loss. The ultimate cost of cash-settled transactions is the cash paid to
settle the liability.

Market conditions are taken into consideration in determining fair value. Therefore any awards subject to market conditions
are considered to vest irrespective of whether or not that market condition has been met, provided all other conditions are
satisfied.

If equity-settled awards are modified, as a minimum an expense is recognised as if the modification has not been made. An
addilional expense is recognised, over the remaining vesting period, for any modification that increases the total fair value of
the share-based compensation benefit as at the date of modification.

If the non-vesting condition is within the control of the consolidated entity or employee, the failure to satisfy the condition is
Irealed as a cancellation. If the condition is not within the centrol of the consolidated entity or employee and is not satisfied
during the vesting period, any remaining expense for the award is recognised over the remaining vesting period, unless the
award is forfeited.
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If equily-settled awards are cancelled, it is treated as if it has vested on the date of cancellation, and any remaining expense
is recognised immediately. If a new replacement award is substituted for the cancelled award, the cancelled and new award

is treated as if they were a modification.

Fair value measurement

When an asset or liability, financial or non-financial, is measured at fair value for recognition or disclosure purposes, the fair
value is based on the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market parlicipants at the measurement date; and assumes that the transaction will take place either: in the
principal market; or in the absence of a principal market, in the most advantageous market.

Fair value is measured using the assumptions that market participants would use when pricing the asset or liability,
assuming they act in their economic best interest. For non-financial assets, the fair value measurement is based on its
highest and best use. Valuation techniques that are appropriate in the circumstances and for which sufficient data are
available to measure fair value, are used, maximising the use of relevant observable inputs and minimising the use of
uncbservable inputs.

Issued capital
Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new shares or options are shown in equily as a deduction, net of tax,
from the proceeds.

Business combinations
The acquisition method of accounting is used to account for business combinations regardless of whether equity
instruments or other assets are acquired.

The consideration transferred is the sum of the acquisition-date fair values of the assets transferred, equity instruments
issued or liabilities incurred by the acquirer to former owners of the acquiree and the amount of any non-controlling interest
in the acquiree. For each business combination, the non-controlling interest in the acquiree is measured at either fair value
or at the proportionate share of the acquiree's identifiable net assels. All acquisition costs are expensed as incurred to profit
or loss.

On the acquisition of a business, the consolidated entity assesses the financial assets acquired and liabilities assumed for
appropriate classification and designation in accordance with the contractual terms, economic conditions, the consolidated
entity's operating or accounting policies and other pertinent conditions in existence at the acquisition-date.

Where the business combination is achieved in stages, the consolidated entity remeasures its previously held equity interest
in the acquiree at the acquisition-date fair value and the difference between the fair value and the previous carrying amount
is recognised in profit or loss.

Contingent consideration to be transferred by the acquirer is recognised at the acquisition-date fair value. Subsequent
changes in the fair value of contingent consideration classified as an asset or liability is recognised in profit or loss.
Contingent consideration classified as equity is not remeasured and its subsequent settlement is accounted for within equity.

The difference between the acquisition-date fair value of assets acquired, liabilities assumed and any non-controlling
interest in the acquiree and the fair value of the consideration transferred and the fair value of any pre-existing investment in
the acquiree is recognised as goodwill. If the consideration transferred and the pre-existing fair value is less than the fair
value of the identifiable net assets acquired, being a bargain purchase lo the acquirer, the difference is recognised as a gain
directly in profit or loss by the acquirer on the acquisition-date, but only after a reassessment of the identification and
measurement of the net assets acquired, the non-controlling interest in the acquiree, if any, the consideration transferred
and the acquirer’s previously held equity interest in the acquirer.

Business combinations are initially accounted for on a provisional basis. The acquirer retrospectively adjusts the provisional
amounts recognised and alse recognises additional assets or liabilities during the measurement period, based on new
information obtained about the facts and circumstances that existed at the acquisition-date. The measurement period ends
on either the earlier of (i) 12 months from the date of the acquisition or (if) when the acquirer receives all the information
possible to determine fair value.
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Earnings per share

Basic earnings per share

Basic earnings per share is calculated by dividing the profit attributable to the owners of Allegiance Coal Limited, excluding
any costs of servicing equity other than ordinary shares, by the weighted average number of ordinary shares outstanding
during the financial year, adjusted for bonus elements in ordinary shares issued during the financiai year.

Diluted earnings per share

Diluted earnings per share adjusts the figures used in the determination of basic earnings per share lo take into account the
after income tax effect of interest and other financing costs associated with dilutive potential ordinary shares and the
weighted average number of shares assumed to have been issued for no consideration in relation to dilutive polential
ordinary shares,

Goods and Services Tax {'GST') and other similar taxes

Revenues, expenses 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.

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

Note 2. Critical accounting judgements, estimates and assumptions

The preparation of the financial statements requires management to make judgements, estimates and assumptions that
affect the reported amounts in the financial statements. Management continually evaluates its judgements and estimates in
relation to assets, liabilities, contingent liabilities, revenue and expenses. Management bases its judgements, estimates and
assumptions on historical experience and on other various factors, including expectations of future events, management
believes lo be reasonable under the circumstances. The resuiting accounting judgements and estimates will seldom equal
the related actual results. The judgements, estimates and assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities {refer to the respective notes) within the next financial year are
discussed below.

Share-based payment fransactions

The consolidated entity measures the cost of equity-seltled transactions with employees by reference to the fair value of the
equity instruments at the date at which they are granted. The fair value is determined by using either the Binomial or Black-
Scholes model taking into account the terms and conditions upon which the instruments were granted. The accounting
estimates and assumptions relating to equity-settled share-based payments would have no impact on the carrying amounts
of assels and liabilities within the next annual reporting period but may impact profit or loss and equity.

Impairment of non-financiat assets other than goodwill and other indefinite life intangible assets

The consclidated entity assesses impairment of non-financial assets other than goodwill and other indefinite life intangible
assels at each reporting date by evaluating conditions specific to the conselidaled entity and to the particular asset that may
lead to impairment. If an impairment trigger exists, the recoverable amount of the asset is determined. This involves fair
value less costs of disposal or value-in-use calculations, which incorporate a number of key estimates and assumptions.

Exploration and evaluation costs

The consolidated entity capitalises expenditure relating to exploration and evaluation where it is considered likely to be
recoverable or where the activities have not reached a stage that permits reasonable assessment of the existence of
reserves. While there are certain areas of interest from which no reserves have been extracted, the directors are of the
continued belief that such expenditure should not be written off since feasibility studies in such areas have not yet
concluded. Such capitalised expenditure is carried al the end of the reporting period at cost {refer to note 12).
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Note 3. Operating segments

Identification of reportable operating segments

The consolidated entity is arganised into one operating segment being the acquisition and exploration of coal tenements in
Australia. The operating segment information is as disclosed in the stalements and notes to the financial statements
throughout the report,

The Chief Operating Decision Maker ({CODM') is the Board of Directors.

Intersegment receivables, payables and loans

Intersegment loans are initially recognised at the consideration received. Intersegment loans receivable and loans payable
that eam or incur non-market interest are not adjusted to fair value based on market interest rates. Inlersegment loans are
eliminated on consclidation.

Major customers
During the year ended 30 June 2015 there were no major customers who derive more than 10% of the consolidated entity's
revenue (30 June 2014: none derived from major customers). Interest from cash deposits in banking institutions account for

$32,035 (2014: $129,706).

Note 4. Revenue

Consolidated

2015 2014
: $ 3
Interest 32,035 129,706
Other revenue 82,747 28
Revenue 114,782 129,735
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Note 5. Expenses

Consolidated

2015 2014
$ $

Loss before income tax includes the following specific expenses:
Depreciation
Leasehold improvements 480 392
Plant and equipment 4,808 4,353
Motor vehicles 368
Computer equipment 12,320 7.499
Cffice equipment 1,690 729
Total depreciation 19,298 13.341
Amortisation
Software 3,796 -
Total depreciation and amortisation 23,094 13,341
Impairment
Exploration, evaluation and development 252 071 1,324,563
Finance cosls
Interest and finance charges paid/payable 133,557 181,428
Rental expense relating to operaling leases
Minimum lease payments 8,235 3,064
Employee benefits expense
Defined contribution superannuation expense 5,183 15,340
Employee benefils expense 54,554 256,857
Total employee benefits expense 59,737 272,197

Annual Report | 30 June 2015 | Page 28 of 49



=

i = —}
ALLEGIANCE COAL
LIMITED
Notes to the financial statements
30 June 2015
Note 6. Income tax benefit
Consolidated
2015 2014

$ $
Income tax benefit
Current Tax (108,886} (369,989)
Aggregatle income tax benefit (198,886) (369,989)
Numerical reconciliation of income fax benefit and tax at the statutory rate
Loss before income fax benefit (793,453) (1,890,673}
Tax at the statutory tax rate of 30% (238,036) (567,202)
Tax effect amounts which are not deductible/{taxable} in calcuiating taxable income:
Impairment of assets 75,621 397,369
Share-based payments - 18,450

(162,415) (151,383)
Current year tax losses not recognised 162,415 151,383
Research and development refund received (198.,886) {369,989}
Income tax benefit (198,886) {369,989)
= Consolidated
2015 2014

$ $
Tax losses not recognised
Unused tax losses for which no deferred tax asset has been recognised 8,110,375 7,515,808
Potential tax benefit @ 30% 2,433,113 2,254,742

The above potential tax benefit for tax losses has not been recognised in the statement of financial position. These tax

losses can only be utilised in the future if the continuity of ownership test is passed,
passed.

Note 7. Current assets - cash and cash equivalents

or failing that, the same business testis

Consolidated

Cash at bank
Cash on deposit

2015 2014
$ §
602,759 293,008
1,000,000 2,891,886
1,602,758 3,184,894
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Note 8. Current assets - trade and other receivables

Gonsolidated

2015 2014
$ $
Other Receivable 134,786 609
Goods and services tax receivable - 151,836
134,786 152,445

Receivables are neither past due nor impaired.

Note 9. Current assets - other

Consolidated

2015 2014
$ $
Prepayments 17,237 436
Security deposits 29,900 17,209
47,137 17,645

Note 10. Non-current assets - property, plant and equipment

Consolidated

2015 2014

$ $
Leasehold improvements - at cost 1,668 2,522
Less: Accumulated depreciation (480) (854)
1,188 1,668
Plant and equipment - at cost 8,106 16,204
Less: Accumulated depreciation (4,807) (8.098)
3,299 8,106
Motor vehicles - at cost - -
Less: Accumulated depreciation - -
Computer equipment - at cost 14,164 28,947
Additions 2,835 -
Less: Accumulated depreciation (16,115} {14,783)
884 14,164
Office equipment - at cost 1,946 3,630
Less: Accumulated depreciation (1,691) (1,684)
255 1,946
5,626 25,884

Reconcifiations
Reconciliations of the written down values at the beginning and end of the current and previous financial year are set out
below:
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Leasehold Plant and Motor Computer Office
improvements equipment vehicles equipment equipment Total
Consolidated ! $ _$ $ $
Balance at 1 July 2013 - - - - -
Additions - - - - -
Depreciation expense - - - - -
Balance at 30 June 2014 1,668 8,106 14,164 1,946 25,884
Additions - - 2.835 - 2,835
Disposals - - - - -
Depreciation expense {480) (48067} (18,115} (1,691)  {23,093)
Balance at 30 June 2015 1,188 3,299 884 255 5,626

Note 11. Non-current assets - intangibles

Consolidated

2015 2014
5 $
Software - at cost 10,200 10,200
Less: Accumulated amaortisation (10,200) {10,200}

Note 12. Non-current assets - exploration and evaluation

Consolidated

2015 2014
$ $

Exploration and evaluation - at cost 6,668,755 5,185,800
Less: Impairment {3,389.330) (1,858,250)

3,279,425 3,327,550
Reconciliations
Recenciliations of the written down values at the beginning and end of the current and previous financial year are set out
below:

Exploration and

evaluation Total
Consolidated 3 $
Balance at 1 July 2013 4,340,244 4,340,244
Additions 311,869 311,869
Impaiment of assets {1,324,563)  {1.324.563)
Balance at 30 June 2014

3,327,550 3,327,550

Additions = Kilmain Project 1,820,994 1,820,994
Additions - Other 18,538 18,538
Tenement fees refund (28,954) (28,954)
Impairment of assets (287,848) (287,848)
Joint Venture — JOGMEC (1,570,855)  (1.570,855)
Balance at 30 June 2015 3,279,425 3,279,425
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JOGMEC

On 29 August, 2014 the Australian Govemment's Federal Investment Review Board approved the Joint Exploration
Agreement in which Japan Qil, Gas and Metals National Corparation (JOGMEC) will provide up to $3 million of exploration
expenditure to Allegiance Coal over a 3 year pericd for the Kilmain Coal Project in three stages. JOGMEC will earnup to a
40% economic interest in the Kilmain Project. As at 30 June 2015 JOGMEC had completed the requirements of Stage 1 of
the project.

Impairment
The consolidated entity has stopped mining certain tenements and impaired these tenements exploration and evaluation
expenditure to reflect the fact that they are no longer meeting minimum expenditure requirements of those.

On the remaining tenemenits the rights to tenure of the area of interest are current; and at least one of the following

conditions is also met:

i}y the exploration and evaluation expenditures are expected to be recouped through successful development and
exploitation of the area of interest, or alternatively, by its sale; and

ii} exploration and evaluation activities in the area of interest have not at the end of the reporting period reached a stage
which permits a reasonable assessment of the existence or otherwise of economically recoverable reserves, and active
and significant operations in, or in relation to, the area of interest are continuing.

Note 13. Current liabilities - trade and other payahbles

Consolidated
2015 2014
PN, - | $
Trade payables - ultimate parent entity 67,146 23,735
Trade payables - other entities 48,269 15,356
Other payables 54,520 101,300
169,935 140,391
Refer to note 20 for further information on financial instruments,
Note 14. Current liabilities - borrowings
Consolidated
2015 2014
$
Loan - Gullewa Limited 1,661,455 2,550,663
Loan - C. Randall & Associates Pty. Limited 359,176 535,501
Loan - Direclor, David Deitz - 4,320
Loan - HCA (609) -
2,020,022 3,080,484

Refer to note 20 for further information on financial instruments,

The loans are due for repayment on 30 September 2015 unless the subsidiary company of Allegiance Coal Limited, Mineral
and Coal investments Pty Limited {('MCI"), provides Gullewa Limited or C. Randall & Associates Pty. Limited (as relevant)
evidence on the basis of which MC| reasonably considers that if it were to repay the debt Allegiance Coal Limited and its
consclidated entities (‘'Allegiance’} would not have sufficient cash to cover its 12 month operating budget, in which case the
repayment dale will be extended by 90 days.

The repayment date can continue to be extended by 90 day periods in this manner until a sunset repayment date of 30 June
2017, at which time all of the debls musl be repaid. However, if on the repayment date MCI reasonably considers that it can
pay part of the money comprising its debts, such that Allegiance will have sufficient cash to cover its 12 month operating
budget, it must repay that part of the debt.
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Interest charged is based on the 30 day bank bill swap rate plus 4%.
Note 15. Current liabilities - employee benefits
Consolidated
2015 2014
$ $
Employee benefits 620 3.823
Note 16. Current liabilities - employee benefits
Consolidated
2015 2015 2015 2015
Consolidated Shares Shares $ S
Depreciation expense 176.666.674 176.666.674 9,137,801 9.137.801

Ordinary shares

Ordinary shares entitle the holder to participate in dividends and the proceeds on the winding up of the company in
proportion to the number of and amounts paid on the shares held. The fully paid ordinary shares have no par value and the
company does not have a limited amount of authorised capital.

On a show of hands every member present at a meeting in person or by proxy shall have one vote and upon a po!l each
share shall have one vote.

Share buy-back
There is no current on-market share buy-back.

QOptions
Unissued ordinary shares of Allegiance Coal Limited under option at 30 June 2015 are 9,750,000 (2014: 9,750,000 ).

Capital risk management

The consolidated entity's objectives when managing capital are {o safeguard its ability to continue as a going concern, so
that it can provide returns for shareholders and benefits for other stakeholders and to maintain an optimum capital structure
to reduce the cost of capital.

In arder to maintain or adjust the capital structure, the consolidated entity may adjust the amount of dividends paid to
shareholders, return capital to shareholders, issue new shares or sell assets to reduce debt.

The consolidated entity would look to raise capital when an opportunity to invest in a business or company was seen as
value adding relative to the current parent entity's share price at the time of the investment. The consolidated entity is not
actively pursuing additional investments in the short term as it continues to integrate and grow its existing businesses in
order to maximise synergies.

There are no externally imposed capital requests. The capital risk management policy remains unchanged from the 30 June
2014 Annual Report.
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Note 17. Equity - reserves

Consolidated

2015 2014
$ $
General reserve 16 16
Share-based payments reserve 376,770 376,770
376,786 376,786

General reserve
The reserve has arisen as a result of a $300,000 lean from a shareholder of the company being present valued to take
account of no interest being charged in the first year of the loan agreement.

Share-based payments reserve
The reserve is used to recegnise the value of equity benefits provided to employees and directors as pari of their
remuneration, and other parties as part of their compensation for services.

Movemenls in reserves
Movements in each class of reserve during the current and previous financial year are set out below:

General Share-based payments Total
Consolidated $ $ $
Balance at 1 July 2013 16 315,270 315,286
Shareholder loan reserve adjustment - 61,500 61,500
Balance at 30 June 2014 16 376,770 376,786
Share-based payments - - -
Balance at 30 June 2015 16 376,770 376,786

Note 18. Equity - accumulated losses

Consolidated

2015 2014
3 $
Accumulated losses at the beginning of the financial year (6,040,867) (4,520,183)
Loss after income tax benefit for the year {594.564) (1,520,684)
Accumulated losses at the end of the financial year (6,635,431) {6,040,867)

Note 19. Equity - dividends

There were no dividends paid, recommended or declared during the current or previous financial year.

Note 20. Financial instruments

Financial risk management objectives

The consolidated entity's activities expose it to a variety of financial risks: market risk (including foreign currency risk, price
risk and interest rate risk), credit risk and liquidily risk. The consolidated enlity's overall risk management program focuses
on the unpredictability of financial markets and seeks to minimise potential adverse effects on the financial performance of

Annual Report | 30 June 2015 | Page 34 of 49



ALLEGIANCE COAL
LIMITED

Notes to the financial statements
30 June 2015

the consolidated entity. The consolidated entity uses derivative financial instruments such as forward foreign exchange
contracts to hedge certain risk exposures. Derivatives are exclusively used for hedging purposes, i.e. not as trading or other
speculative instruments. The consolidated entity uses different methods to measure different types of risk to which it is
exposed. These methods include sensitivity analysis in the case of interest rals, foreign exchange and other price risks,
ageing analysis for credit risk and beta analysis in respect of investment portfolios to determine market risk.

Risk management is carried out by senior finance executives ("finance’) under policies approved by the Board of Directors
('the Board'). These palicies include identification and analysis of the risk exposure of the consolidated entity and
appropriate procedures, controls and risk limits. Finance identifies, evaluates and hedges financial risks within the
consalidated enlity's operating units, Finance reports to the Board on a monthly basis.

Market risk

Foreign currency risk

The consolidated entity underiakes certain transactions denominated in foreign currency and is exposed to foreign currency
risk through foreign exchange rate fluctuations.

Foreign exchange risk arises from future commercial transactions and recognised financial assets and financial liabilities
denominated in a currency that is not the entity's functional currency. The risk is measured using sensitivity analysis and
cash flow forecasting.

Price risk
The consolidated entity is not exposed to any significant price risk.

Interest rate risk
The consolidated entity's main interest rate risk arises from cash and cash equivalents and related party loans.

The sensitivity analyses have been determined based on the exposure to interest rates and the stipulated change taking
place at the beginning of the financial year and held constant throughout the reporting period.

As at the reporting date, the consolidated entity had the following variable rate borrowings and cash and cash eguivalents:

2015 2014
Woeighted Woeighted
avarage average
Interest rate Balance interest rate Balance
Consolidated % $ % $
Cash and cash equivalents 2.80% 1,602,759 2,97% 3,184,894
Loans . _ BA4% {2,020,022) 6.70% (3,090,484}
Nel exposure to cash flow interest rate risk 417,263 84,410
Basis points increase Basis points decrease
Basis points Effect on profit  Effect on Basis points Effect on profit Effect on

Consolidated - 2015 change __before tax equity change before tax equity
Cash and cash equivalents 200 32,055 32,055 200 {32,055) (32,055)
Loans 200 (40,400) (40,400) 200 40,400 40,400
(8,345) (8,3450 8,345 8,345

Basis points Increase Basls points decrease
Basis points Effect on profit Effecton Basis points Effect on profit Effecton

Consolidated - 2014 change before tax equity change bafore tax equity
Cash and cash equivalents 200 63,698 63,698 200 (63,698)  (63,698)
Loans 200 (61,810} {61.810) 200 61,810 61,810
1,888 1,888 1,888 1,888
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Credit risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to the
consolidated entity. The consolidated enfity has a strict cade of credit, including obtaining agency credit information,
confirming references and setting appropriate credit limits. The consolidated entity obtains guarantees where appropriate to
mitigate credit risk. The maximum exposure to credit risk at the reporting dale to recognised financial assets is the carrying
amount, net of any provisions for impairment of those assets, as disclosed in the statement of financial position and notes to
the financial statements. The consclidated entity does not hold any collateral.

The consolidated entity's maximum exposure to credit risk at the reporting date in relation to each class of recognised
financial assets is the carrying amount as disclosed in the statement of financial position and notes to the financial
statements.

Liquidity risk
Vigilant liquidity risk management requires the consolidated entity to maintain sufficient liquid assets {mainly cash and cash
equivalents) and available borrowing facilities to be able to pay debts as and when they become due and payable,

The consolidated entity manages liquidity risk by maintaining adequate cash reserves and available borrowing facilities by
continuously monitoring actual and forecast cash flows and matching the maturity profiles of financial assets and liabilities.

Remaining contractual maturities

The following tables detail the consolidated entity's remaining contractual maturity for its financial instrument liabilities. The
tables have been drawn up based on the undiscounted cash flows of financial liabilities based on the earliest date on which
the financial liabilities are required to be paid. The tables include both interest and principal cash flows disclosed as
remaining contractual maturities and therefore these totals may differ from their carrying amount in the statement of financial
position.

Remalning
Woeighted average 1 year or Between 1 andBetween2and Over5  contractual
Interast rate less 2 years 5 years years maturities
Consolidated - 2015 % $ $
Non-derivatives
Non-inferest bearing
Trade payables -% 67,146 - - - 67,146
Other payables -% 48,269 - - - 48,269
Interest-bearing - variable
Loans = 6.14% 2,020,022 - - - 2,020,022
Total non-derivatives 2.135.437 - - - 2,135.437
Remalning
Woeighted average 1 year or Between1and Between2and Over5 contractual
Interest rate less 2 years 5 years years maturities
Consolidated - 2014 % $: - $ $ 5
Non-derivatives
Non-interest bearing
Trade payables -Ya 39,091 - - - 39,09
Other payables -% 101,300 - - - 101,300
Interest-bearing - variabie
Loans 6.70% 3,297,546 - - - 3,297,546
Total non-derivatives 3,437,937 - - - 3,437,937
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The cash flows in the maturity analysis above are not expected to occur significantly earlier than contractually disclosed
above.

Fair value of financial instruments
Unless otherwise stated, the carrying amounts of financial instruments reflect their fair value.

Note 21. Fair value measurement

The carrying amounts of trade and other receivables and frade and other payables are assumed to approximate their fair
values due to their short-term nature,

The fair value of financial liabilities is estimated by discounting the remaining contractual maturities at the current market
interest rate that is available for similar financial liabilities.

Note 22. Key management personnel disclosures

Compensation
The aggregate compensation made to directors and other members of key management personnel of the consolidated

entity is set out below:

Consolidated
2015 2014
$ $
Short-term employee benefits 239,805 148,441
Post-employment benefits 14,853 11,880
Share-based payments 61,500
254,658 221,821

Note 23. Remuneration of auditors

During the financial year the following fees were paid or payable for services provided by SCS Audit & Corporate Services
Pty Ltd, the auditor of the company, and unrelated firms:

Consolidated
2015 2014
$ $
Audit review of the financial statement — SCS Audit & Corporate Services Pty Ltd 15,000 -
Audit services ~Deloitte Touche Tohmatsu unrelated firm as company’s previous auditor - 35,000
15,000 35,000

Note 24. Contingent liabilities

The consolidated entity has no contingent fiabilities as at 30 June 2015 and 30 June 2014.

Note 25. Commitments
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Consolidated

2015 2014
$ $
Capital commitments - exploration and evaluation
Committed at the reporting date but not recognised as liabilities, payable:
Within one year 1,000,000 415,115
One to five years 500,000 880,745
1,500,000 1,295,860

Operating lease commitments includes contracted amounts for offices under non-cancellable operating leases which are on
a month by month expiry basis.

Note 26. Related party transactions

Parent entity
Allegiance Coal Limited is the parent entity.

Subsidiaries
Interests in subsidiaries are set out in note 28.

Key management personnel
Disclosures relating to key management personnel are set out in note 22 and the remuneration report in the directors'
report.

Transactions with related parties
The following transactions occurred with related parties:

Consolidated

2015 2014
$ $
Payment for other expenses:
Service, administration fees and reimbursements paid to ultimate parent entity, Gullewa
Limited 134,923 125,791
Administration fees and reimbursements paid to other related party, C. Randall & Associates
Pty. Limited 86,746 2,302

Receivable from and payable to related parties
The following balances are outstanding at the reporting date in relation to transactions with related parties:

Consolidated

2015 2014
$ $

Current receivables:
Trade receivables from other related party 2,884 -
Current payables:
Service, administration fees and reimbursements payable to ultimate parent entity, Gullewa
Limited 67,146 23,735
Administration fees and reimbursements payable to other related party, C. Randall &
Associates Pty. Limited - 1,414

Loans to/from related parties
The following balances are outstanding at the reporting date in relation to loans with related parties:
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Loans foffrom related parties
The following balances are outstanding at the reporting date in relation te loans with related parties:

Gonsolidated

2015 2014
s - —— $ $
Current borrowings:
Loan from Gullewa Limited 1,661,455 2,550,663
Loan from C. Randall & Associates Pty. Limited 359,176 535,501
Loan from director, David Deitz - 4,320
Loan to HCA (609) -
2,020,022 3,090,484
Borrowings include capitalised interest.
Terms and conditions
All transactions were made en normal commercial terms and conditions and at market rates.
Note 27. Parent entity information
Set out below is the supplementary information about the parent entity.
Statement of profit or loss and other comprehensive income
Parent
2015 2014
$ $
Loss after income tax (6,914) (3,595,654)

Total comprehensive income (6,914) 13,595,654)

Statement of financial position

Parent
2015 2014

—_— e e : §
Total current assets 3,740,330 3.609,187
Total assets 3,744,512 3,718,528
Total current liabilities 171,473 138,575
Total liabilities 171,472 138,575
Net assets 3,573,039 3,579,953
Equity

Issued capital 9,137,801 9,137,801

Share-based payments reserve 376,770 376,770

Accumulated losses (5.941,532) (5,934,618)
Total equity 3,573,039 3,579,953

Guarantees entered into by the parent entity in relation to the debts of its subsidiaries
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The parent entity had no guarantees in relation to the debts of its subsidiaries as at 30 June 2015 and 30 June 2014 aside
from the loans to Gullewa Limited of $1,661,455 and to C Randall & Associated Pty Limited of $359,176 . The parent entity
had guaranteed the performance of Mineral & Coal Investments Pty Limited in the Joint Venture with JOGMEC

Contingent fiabilities

The parent entity had no contingent liabilities as at 30 June 2015 and 30 June 2014,

Capital commilments - Property, plant and equipment

The parent entity had no capital commitments for property, plant and equipment at as 30 June 2015 and 30 June 2014.

Significant accounting policies

The accounting policies of the parent entity are consistent with those of the consolidated entity, as disclosed in note 1,

except for the following:

« Investments in subsidiaries are accounted for at cost, less any impairment, in the parent entity.

» Investments in associates are accounted for at cost, less any impairment, in the parent entity.

+ Dividends received from subsidiaries are recognised as other income by the parent entity and its receipt may be an
indicator of an impairment of the investment.

Note 28. Interests in subsidiaries

The consclidated financial statements incorporate the assets, liabilities and results of the foflowing subsidiaries in
accordance with the accounting policy described in note 1:

Ownership interest

Principal place of business / 2015 2014
Name Country of incorporation % %
Mineral & Coal Investments Ply Limited Australia 100.00% 100.00%
Echidna Coal Pty Limited Australia 100.00% 100.00%
Moreton Coal Pty Limited Australia 100.00% 100.00%

Note 29. Events after the reporting period

One matter or circumstances have arisen since 30 June 2015 that have significantly affected, or may significantly affect the
consolidated entity’'s operations, the results of those operations, or the consclidated entity's state of affairs in future financial
years.

Loan repayment
C. Randall & Associates Pty Limited has requested repayment of their loan on 30 September 2015. As at 30 June 2015 the

outstanding loan was $359,176.

No other matter er circumstance has arisen since 30 June 2015 that has significantly affecled, or may significantly affect the
consolidated entity’s operations, the results of those operations, or the consolidated entity’s state of affairs in future financial
years.
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Note 30. Reconciliation of loss after income tax to net cash used in operating activities

Consolidated

2015 2014
$ $
Loss after income tax benefit for the year (594,564) (1,520,684)
Adjustments for:
Depreciaticn and amortisation 23,004 13,341
Share-based payments - 61,500
Whrite off of property, plant and equipment - 8,460
Impairmenl of exploration and evaluation assets 252,071 1,324,563
Non-cash interest expense - 181,100
Change in operating assets and liabilities:
Decrease/(increase) in trade and other receivables (56,157) 21,187
Decrease!/ {increase) in prepayments (17.236) -
Increase/(decrease) in trade and other payables 128,760 (81,776)
Decrease in other operating liabilities - -
Net cash used in operaling activities (264,032) (2,309)

Note 31. Earnings per share

Consolidated

2015 2014
$ $
Loss afier income tax attributable to the owners of Allegiance Coal Limited 1594,564) (1,520,684)
Number Number

Weighted average number of ordinary shares used in calculating basic earnings per share 176,666,674 176,666,674
Weighted average number of ordinary shares used in calculating diluted earnings per share 176,666,674 176,666,674

Cents Cents
Basic earnings per share (0.34) (0.86)
Diluted earnings per share (0.34) (0.86)

Options have been excluded from the above calculation as their inclusion would be anti-dilutive.

Note 32. Share-based payments

Employee Option Scheme

An Employee QOption Scheme ('EQS') was established on 9 May 2011 by the company, in accerdance with a resolution of
the Board. The purpose of the EQS is to altract, motivate and retain directors and employees ('Eligible Employees') of the
consolidated entity through ownership of shares.

Under the EOS the Board may in its discretion offer employee options to Eligible Employees. Offers must be made under an
offer document, which complies with applicable laws. Eligible Employees may accept such offers by completing and
returning to the company an application form within the timeframe spegified in the offer document,

Each employee option held by an employee or director entitles them to subscribe for and be allotted one fully paid ordinary
share. Employee options are personal to the participant and may not be exercised by ancther person, or fransferred,
disposed of or otherwise dealt with, except in certain limited circumstances. A participant has no rights 1o participate in new
issues of capital offered to shareholders. However, the company will ensure that for the purposes of determining
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entitlements to such an issue, the record date will be at least seven business days after the issue is announced. The rights
of a participant may be changed to the extent necessary to comply with the ASX listing rules in respect of a reorganisation of
capital. Employee options are issued under the EOS for no consideration.

Employee options will lapse if:

i) the conditions of exercise of the employee options have not been met, or where the participant ceases to render
services to the consolidated entity;

ii} the conditions of exercise of the employee options are unable to be met;

iii) five years, or any other lapsing period specified in the offer document, has passed after the grant of the employee
options; or

iv} the conditions of exercise of the employee options have been met, and the participant does not exercise his or her
employee aptions within 28 days afler ceasing to render services to the consolidated entity.

All of a participant’s rights in respect of employee options are immediately lost if the employee options lapse.

Consultant Option Scheme

A Consultant Cption Scheme ('COS') was established on 9 May 2011 by the company, in accordance with a resolution of
the Board. The purpose of the COS is to attract and motivate consultants or contractors that provide goods or services to
the consolidated entity through ownership of shares.

Under the COS the Board may in its discretion offer options to eligible consultants. Offers must be made under an offer
document, which complies with applicable laws. Eligible consultants may accept such offers by completing and returning to
the company an application form within the timeframe specified in the offer document.

Each consultant option held by a consultant or contractor entitles them to subscribe for and be allotted one fully paid
ordinary share. Consultant options are personal to the participant and may not be exercised by another person, or
transferred, disposed of or otherwise dealt with, except in certain limited circumstances. A participant has no rights to
participate in new issues of capital offered to shareholders. However, the company will ensure that for the purposes of
determining entitlements to such an issue, the record date will be at least seven business days after the issue is announced.
The rights of a participant may be changed to the extent necessary to comply with the ASX listing rules in respect of a
reorganisation of capital. Consultant options are issued under the COS for no consideration.

Consultant options will lapse if:

i)y the conditions of exercise of the consultant options have not been met, or where the participant ceases to render
services to the consolidated entity;

i) the conditions of exercise of the consultant options are unable to be met;

iii) five years, or any other lapsing period specified in the offer document, has passed after the grant of the consultant
options; or

iv) the conditions of exercise of the consultant options have been met, and the participant does not exercise his or her
consullant options within 28 days after ceasing to render services to the consolidated entity.

All of a participant's righls in respect of consultant oplions are immediately lost if the consultant options lapse.
Set out below are summaries of options granted under the plan:

2015
Exercise  Balance at the Expired/ Balance at the
Grantdate  Expiry date price start of the year Granted Exercised forfeited/ other end of the year
09/05/2011 09/05/2016 * $0.2500 4,900,000 - - - 4,800,000
09/05/2011 0%/05/2016 ** $0.2500 750,000 - - - 750,000
27112013 27/11/2018 " $0.0495 4.100.000 - - - 4,100,000
9,750,000 - - - 9,750,000
Woeighted average exercise price $0.1657
* Employee Option Scheme
i Consultant Option Scheme
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2014
Exercise  Balance at the Expired/ Balance at the
Grant date Expiry date price start of the year Granted Exercised forfeited/ other end of the year
09/05/2011 09/05/2016 ™ §0.2500 4,900,000 - - - 4,900,000
09/05/2011 08/05/2016 ** $0.2500 750,000 - - - 750,000
2711172013 27/11/2013 0.0495 4,100,000
5,650,000 4,100,000 - - 9,750,000
Weighted average exercise price $0.1657
* Employee Option Scheme
* Consultant Option Scheme
Set aut below are the options exercisable at the end of the financial year:
2015 2014
Grant date Expirydate == Number Number
09/05/2011 09/05/2016 * 4,900,000 4,900,000
09/05/2011 09/05/2016 ** 750,000 750,000
27111/2013 27/11/2018 * 4,100,000 4,100,000
9,750,000 9,750,000
* Employee Option Scheme
b Consultant Option Scheme

The weighted average share price during the financial year was $0.011 $ (2014: $0.01).

The weighted average remaining contractual life of options outstanding at the end of the financial year was 1.7 years (2014:
2.7 vears).
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1. In the opinion of the directors of Allegiance Coal Limited (the ‘Company’):
a) the accompanying financia! stalements and notes are in accordance with the Corporations Act 2001, including:
i} giving a true and fair view of the Group’s financial position as at 30 June 2015 and of its performance
for the year ended on that date; and
iy complying with Australian Accounling Standards the Corporations Regulations 2001, professional
reporting requirements and other mandatory requirements,
b) there are reasonable grounds to believe that the Company will be able to pay its debts as and when they
become due and payable.
¢) the financial statements and notes thereto are in accordance with Intemational Financial Reporting Standards
issued by the Intemational Accounting Standards Board.
2. This declaration has been made after receiving the declarations required to be made to the directors in accordance with
Section 295A of Corporations Act 2001 for the financial year ended 30 June 2015,

This declaration is signed in accordaice with a resolution of the Board of Directors.

David Deitz
Director

30 September 2015
Sydney
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SCS AUDIT &
CORPORATE SERVICES i3

independent Auditor’s Report
to the members of Allegiance Coal Limited

Report on the Financial Report

We have gudited the accompanying financial report of Alleglance Coal Limited, which comprises the statement
of financlal position as at 30 June 2015, the statement of profit or loss and other comprehensive income, the
statemeni of cash flows and the statement of changes in equity for the year ended on thal date, notos
comprising a summary of significant accounting policles and other explanatory Information, and the directors'
decioration of the consolidated entlty, comprising the compony and the entilies it conlrolled al the year's end or
from time 1o time during the financial year as set oul on pages 20 to 54,

Directors’ Responsibility for the Financial Repont

The direciors of the company are responsible for ihe preparation of the financial report that gives a true and fair
view In accordance with Australion Accounling Siandards and the Corparations Act 2001 and for such internal
conirol as the directors delerming is necessary io enable the preparation of tho financial report that is free from
material missiaiament, whether due to froud or emor. In Noto 1, the directors also stalo, in sccordance with
Accounting Standard AASB 101 Prasentalion of Financial Stalements, thal the consolidatad financial statements
comply with Inlemational Financlal Reporting Standards.

Auditor's Responsibility

Our rasponsibility is to express an opinfon on the financial report based on cur audit. We conducted our audit in
accordance with Ausiralian Auditing Standards. Those standards reguire thal wo caomply with relevant ethical
requirements relating 1o audit engagemenis and plan and perform the audit lo obtain reasonable nssurance
whether the financtal report is free {rom material misstatement.

An oudit involves performing procodures to oblain audit evidence about the amounts and disclosures in the
financlat report. The procedures scleclod depend on the auditor's judgement, inciuding the assessment of the
risks of material misstatement of the financial report, whether due lo fraud or emor. In making those risk
assessments, the awditor considers intemal conlrol, relevant 1o the entity's preparation of the financial report that
gives o irue and falr view, in order to design audit procedures that are oppropriate in the circumstances, but not
for the purposo of expressing an opinion on the cfectiveness of the entity’s intemal control. An oudil also
includes evaluating tha appropriateness of accounting policles used and the roasonableness of accounling
estimates made by the directors, os well as evalunting the overall presentation of the financial report.

We beleve that the audit evidanca we have oblsined is sufficlant and appropriate to provide a basis for our audit
opinion,

Suite 1102, kevel 11, 389 Pitt St Sydney NSW 2000 - PO Box A2235 Sydney South NSW 1235 T2 (0239267 7721 - F (02) 9267 3109 - E: admin@superscs.comau
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Auditor’s independence Declaralion

In conducting our audit, we have complicd with Lha independence requirements of the Corporations Act 2004,
We confim that the independence declaration required by the Corporations Act 2001, which has been given to
the direciors of Alleglonce Coal Limited, would be in the sama terms if glven 1o the directors as at the time of his
auditor's report,

Opinion

In pur opinion:

{a) the financial report of Allegiance Coal Limited is in accordance with the Corporations Act 2001, including:

(i) giving a true and fair view of the consolidated entity's financial position as at 30 June 2015 and
of its performance for the year ended on that date; and

() complylng with Ausltralian Accounting Standards and the Corporations Regulations 2001; and

{b) the consolidated financial statements also comply with Intemalional Financial Reporting Siandards as
disclosed In Note 1.

Report on the Remuneration Report

We have sudited the Remuneration Report included in pages 5 1o @ of the directors' report for the year ended 30
June 2015. The direclors of the company ore responsible for the preporation ond presentolion of the
Remuneration Repoert in accordance with section 300A of the Corporations Act 2001, Our responsibility Is to
express an opinion on the Remuneration Report, based on our audit conducled In accordance with Australian

Auditing Stondards.
Opinlon

in our opinion the Remuneration Report of Alleglance Coal Limited for the year ended 30 June 2015, complies
with section 200A of the Corporations Act 2001,

Yours faithfully,
SCS Audit & Corporate Services Pty Ltd
(An Authorised Audi Compan:

e,
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The shareholder information set out below was applicable as at 15 September 2015.
Distribution of equitable securities
Analysis of number of equitable security holders by size of holding:

Number of

holders of

ordinary shares

To1000 10
1,001 - 5,000 7
5,001 - 10,000 139
10,001 - 100,000 137
100,001 — 999,999,999 56
1,000,000,000 — 9,993,999,999 0
Rounding
Tota! 349
Equity security holders
Twenly largest quoted equily securily holders
The names of the twenty largest security holders of quoted equity securities are listed below:
Name Units % of Units
GULLEWA LIMITED 102,105,667 57.80
C RANDALL & ASSOCIATES PTY LIMITED 25,000,000 14.15
NEFCO NOMINEES PTY LTD 11,666,667 6.60
WHITTINGHAM SECURITIES PTY LIMITED 3,666,666 2.08
MR COLIN RANDALL 2,637,165 1.48
MR IAN INGRAM 2,097,060 1.18
WHITTINGHAM SECURITIES PTY LTD 1,333,334 0.75
THE LAUNCH COMPANY PTY LTD 1,250,000 0.7
MR WQUTER CODEE 1,150,000 0.65
MR BENJAMIN HARKHAM ,FAMILY SUPER FUND A/C> 1,086,200 0.61
MR IANAKI SEMERDZIEV 1,027,000 0.58
MRS KERRY MARIE BISHOP 1,000,000 0.57
CUSHINE PTY LTD 1,000,000 0.57
KURRABA INVESTMENTS PTY LTD 1,000,000 0.57
MRS KIM SIM ONG 1,000,000 0.57
BNP PARIBAS NOMINEES PTY LTD <GLOBAL PRIME OMNI DRP> 856,348 0.48
HOWLANDROSE HOLDINGS PTY LTD 796,667 0.45
RAINIDAYS PTY LTD 666,667 0.38
WR SIMPSON NOMINEES PTY LTD <SIMPSON SUPER FUN A/C=> 613,200 0.35

FOUNDATION HOMELDANS (NEWCASTLE) PTY LTD <N AND J DONOVAN FAMILY A/C> 500,000

0.28

Unguoted equity securities
There are no unquoted equity securities.
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Substantial holders
Substantial holders in the company are set out below:

Ordinary shares
% of total

Name Number held  shares issued
GULLEWA LIMITED 102,105,667 57.80
C RANDALL & ASSOCIATES PTY LIMITED 25,000,000 14.15
NEFCO NOMINEES PTY LTD 11,666,667 6.60

Voting rights
The voting rights attached to ordinary shares are set out below:

Ordinary shares

On a show of hands every member present at a meeting in persen or by proxy shall have one vote and upon a poll each

share shall have one vote.

There are no other classes of equity securities.

Tenements

Description — Tenement number Interest owned %
Mineral and Coal investmenis Ply Limited

Back Creek - Surat Basin EPC 1297 100.00
Kilmain — Bowen Basin ** EPC 1298

Kilmain - Bowen Basin ** EPC 1917

Calen South - Calen Basin* EPC 1631

+ in process of being relinquished.
** Joint Venture partner is entitiled to 20%
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