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DIRECTORS’ REPORT

Your Directors present their report on African Petroleum Corporation Limited (“African Petroleum” or the
“Company”) for the year ended 31 December 2012.

OFFICERS

Directors
The names of Directors in office during the whole of the year and up to the date of this report:

Mr Frank Timis Non-Executive Chairman

Mr Antony Sage Non-Executive Deputy Chairman

Mr Karl Thompson Executive Director and Chief Executive Officer
Mr Mark Ashurst Executive Director and Chief Financial Officer
Mr Gibril Bangura Non-Executive Director

Mr Jeffrey Couch Non-Executive Director

Mr James Smith Non-Executive Director

Mr Timothy Turner Non-Executive Director

Mr Alan Watling Non-Executive Director

Mr Anthony Wilson Non-Executive Director

Company Secretary
Ms Claire Tolcon

PRINCIPAL ACTIVITY
The Company’s principal activity is oil and gas exploration.

REVIEW OF OPERATIONS

CORPORATE

Director options
On 25 May 2012, shareholder approval was obtained to modify the expiry date of all Director held options from
31 July 2013 to 31 July 2017.

Removal of listing conditions

On 22 June 2012, the NSX removed nine out of ten of the conditions that were imposed on the Company upon it
being admitted onto the official list of the NSX. The remaining condition is that the Company lodge quarterly
activities and cash flow reports.

Release of escrowed shares
On 30 June 2012, 633,035,487 shares were released from escrow, and are now freely tradable.

Memorandum of Understanding — PetroChina International Investment Company

On 16 July 2012, the Company announced that African Petroleum had entered into a Memorandum of
Understanding (MOU) with PetroChina International Investment Company Limited (“PetroChina™), a subsidiary
of China National Petroleum Corporation. The MOU gave PetroChina an exclusive period to agree an investment
in up to 20% of Liberia Block LB-09 and up to 20% in one or more of the Company’s other exploration Blocks.
This exclusive period expired on 31 August 2012. Notwithstanding, the Company is continuing its negotiations in
good faith with PetroChina in a positive manner regarding the parameters of an investment in the Company’s
projects. Any investment made by PetroChina will be at a value to be agreed and will be subject to receiving
appropriate governmental, regulatory and other third party consents.

Capital raising

On 30 July 2012, the Company completed a share placement to institutions and sophisticated investors of
62,963,000 fully paid ordinary shares at an issue price of A$1.35 per share, raising A$85,000,050
(US$88,016,083) before costs. Capital raising costs amounted to US$3,839,319.
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Appointment of Chief Operating Officer

On 1 October 2012, Mr Jens Pace was appointed Chief Operating Officer of the Company. Mr Pace is a highly
regarded geoscientist, who has had a successful career at BP Exploration Operating Company Limited (“BP”),
and its heritage company Amoco (UK) Exploration Company, spanning over 30 years. Mr Pace has held senior
positions at BP for over 10 years, gaining substantial exploration and production experience in Africa, namely:
Algeria, Angola, Congo, Gabon and Libya, having also extended experience in Europe, Russia and Trinidad. He
has contributed to a number of BP’s exploration discoveries over his career. Most recently, Mr Pace managed a
very large and active exploration portfolio for BP in North Africa. Additionally, Mr Pace has gained highly
sought after experience in the areas of field development and as a commercial manager, dealing with national oil
companies and African governments. Mr Pace holds a BSc in Geology and Oceanography from the University of
Wales and an MSc in Geophysics from Imperial College, London.

EXPLORATION ACTIVITIES

Liberia Project
African Petroleum holds a 100 per cent interest in Blocks LB-08 and LB-09, located offshore Liberia (“Liberian
Project” or “Blocks LB-08 and LB-09”), covering a combined surface area of 5,381 sq km.

In 2010, African Petroleum completed the acquisition and interpretation of 5,100 sq km of 3D seismic survey
over Blocks LB-08 and LB-09. The evaluation of the 3D seismic data identified more than 40 prospects and
leads in the Upper Cretaceous section.

In September 2011, the Company announced that it had completed drilling African Petroleum’s first well
(Apalis-1) on Block LB-09, offshore Liberia. Apalis-1 encountered oil shows in several geological units
including the shallower (Tertiary) and deeper (Cretaceous) and petrophysical analysis indicated the presence of
hydrocarbons and source rock intervals. The geological and geophysical data confirmed the critical components
of a working hydrocarbon system.

Having confirmed a working hydrocarbon system with Apalis-1, the Company spudded Narina-1, its second well
on Block LB-09 in January 2012. The well was targeting a major Turonian fan system.

In 21 February 2012, African Petroleum announced a significant oil discovery at Narina-1. The well encountered
net oil pay in the primary objective Turonian and Albian reservoirs with no oil water contacts.

The Narina discovery confirmed the prospectivity of the “Narina-Bee Eater fan system” which extends over a
prospective area of 300 sq km. The Bee Eater-1 well was planned to further explore this system. In December
2012, an independent Competent Persons report by ERC Equipoise estimated total mean recoverable unrisked
prospective resources of 840 MMstb for the Narina-Bee Eater fan system. ERC Equipoise estimated a total
estimated mean recoverable unrisked prospective resources of 2396 MMstb in additional LB-08 and LB-09
prospects. (Source: ERC Equipoise Limited independent report “Prospective Resources for Liberia Blocks LB-
08 and LB-09”, January 2013).

Post year end, the Company spudded its third well, Bee Eater-1 on 4 January 2013. On 20 February 2013, the
Company announced a discovery at Bee-Eater-1. Qil bearing Turonian sandstone was found, but reservoir
permeabilities over the hydrocarbon bearing section of the well were lower than anticipated.
The extension of the Turonian oil play from the Narina-1 discovery towards Bee Eater-1 was viewed as a
significant milestone in determining the oil-bearing part of the 300 sq km Turonian fan. Bee Eater-1 was
additionally designed to target the potential of two deeper prospective zones in the Cenomanian and Albian. Oil
bearing sandstone was encountered in both zones, and no oil water contacts or water bearing sands were found.

The Bee Eater-1 well has proven prospective hydrocarbon systems in the Turonian, Cenomanian and Albian.
African Petroleum will incorporate the well results into the exploration prospect portfolio for Liberia, and
prepare follow on drilling locations for both Blocks LB-08 and LB-09.

Cote d’Ivoire Project

African Petroleum holds a 90 per cent interest in Blocks CI-509 and CI-513, offshore western Cote d’lvoire. The
remaining 10 per cent carried interest is held by the national oil company of Cote d’Ivoire, Petroci. Block CI-509
covers 1,091 sq km and Block CI-513 covers 1,440 sq km, with a combined surface area of 2,531 sq km.
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African Petroleum acquired a 4,200 sq km proprietary 3D seismic survey over Blocks CI-513, CI-509 and
neighbouring Block CI-508 between April and October 2012, using the “BGP Prospector”. The fast-track 3D
seismic data was received in November 2012 and is currently being interpreted. Final 3D seismic processing for
the entire survey will be completed by May 2013. The acquisition and processing of the 3D seismic data over
Block CI-508 is being completed on behalf of Vitol and partners, subject to a cost sharing agreement.

The existing 2D seismic dataset and fast-track 3D seismic data shows encouraging submarine fan leads and
prospects over Blocks CI-513 and CI-509 and has confirmed the presence of major turbidite fan systems. These
prospects will be matured during 2013, and the Company currently plans to drill one well on each Block CI-513
and CI-509 in late 2013 or early 2014, targeting deepwater Upper Cretaceous submarine fans.

Sierra Leone Project
African Petroleum holds 100 per cent interest over Blocks SL-03 and SL-4A-10, offshore Sierra Leone.

The Company was awarded 100 per cent of Block SL-03 (covering 3,860 sq km) in February 2011. The
acquisition of an extensive 3D seismic survey covering approximately 2,500 sq km was completed by TGS-
Nopec in September 2011 and a fast-track volume was received in January 2012. The Company has completed
an initial prospectivity assessment on the fast-track volume and have identified Turonian to Campanian-aged
prospective channel systems, located 70-100 km west of the Jupiter, Mercury and Venus discoveries. These
promising prospects are currently being matured on the final 3D data, which was received in the fourth quarter
2012. The Company expects to be ready to drill a prospect in Block SL-03 during 2014.

Block SL-4A-10, offshore Sierra Leone, covering 1,995 sq km, was awarded as part of Sierra Leone’s third
offshore licencing round in 2012. The Company has already identified a number of promising prospects for
verification on the licenced 2D seismic data. The multi-client 3D seismic data that was acquired by TGS-Nopec
over part of Block SL-4A-10 in October 2011, will shortly be licenced by the Company.

Gambia Project

African Petroleum holds a 60 per cent operating interest over Blocks Al and A4, covering a combined total area
of 2,668 sq km offshore The Gambia. The remaining 40 per cent interest is held by Buried Hill, via a farm-in
agreement.

The Company completed the acquisition of 2,500 sq km of 3D seismic data over Blocks Al and A4 in December
2010. The processed 3D seismic data was received in June 2011 on which more than 30 exploration prospects
and leads, including five different play types were identified. The four-way dip closed Alhamdullilah structure
has been confirmed, which extends over an area of 24 sq km, with five mapped reservoirs and a gross thickness
of 1,000 metres. There are potential mean unrisked recoverable prospective undiscovered resources of
approximately 500 million barrels (Source: ERC Equipoise independent review of African Petroleum, April
2011).

Other play types in Block Al and A4 include stratigraphically-trapped fans and slope channel complexes of
Turonian-Campanian age, Upper Jurassic and lower Cretaceous karstified reef build-ups and four-way closures
and eroded shelf clastics onlapping the shelf edge.

Following the acquisition of the 3D seismic data, detailed mapping of the Alhamdullilah prospect has been
completed, targeting a series of stacked submarine fan complexes. A well location (AH-1) has been agreed and
well planning is underway. The Company plans to drill AH-1 in 2,300 metres of water depth and target multiple
reservoirs within the structural closure, to a total depth of 6,300 metres. The Company is now planning to drill
AH-1 during the second half of 2013, subject to confirming a farm-in partner.

Senegal Project

African Petroleum holds a 90 per cent operating interest in exploration blocks Rufisque Offshore Profond
(“ROP™) and Senegal Offshore Sud Profond (“SOSP”), offshore southern and central Senegal, covering a
combined surface area of 18,277 sq km, with the remaining 10 per cent carried interest being held by Petrosen,
the national oil company of Senegal.

African Petroleum has licenced over 10,000 km of 2D seismic data over both of the Senegal Blocks to compile
an extensive regional database. In May 2012, Dolphin Geophysical Limited completed a 3,600 sq km 3D seismic
data over the SOSP block. Fast-track 3D seismic data was received in July 2012, and initial prospects and leads
have been identified. The final 3D data over SOSP is due in March 2013. In addition, 1,500 sq km of 3D data
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over the ROP block is currently being reprocessed ready for final interpretation in the third or fourth quarter of
2013. The Company hopes to be in a position to drill a well in Senegal during 2014.

RESULT

African Petroleum reported a loss after income tax of US$40,431,908 for the year ended 31 December 2012
(2011: loss of US$19,091,539).

DIVIDENDS PAID OR RECOMMENDED

The directors do not recommend the payment of a dividend and no amount has been paid or declared by way of a
dividend to the date of this report.

SIGNIFICANT EVENTS SUBSEQUENT TO THE REPORTING PERIOD

On 20 February 2013, the Company announced a discovery at African Petroleum’s third well, Bee-Eater-1. The
well was designed to test the Turonian fan, located in the Liberian Project, by way of a large step out of 9.5 km
west of the original Narina-1 oil discovery. Reservoir permiabilities over the hydrocarbon bearing section of the
well were lower than anticipated and further investigation is underway.

No other event has arisen between 31 December 2012 and the date of this report that would be likely to
materially affect the operations of the Consolidated Entity or its state of affairs which have not otherwise been
disclosed in this financial report.

LIKELY DEVELOPMENTS AND EXPECTED RESULTS

The Company will continue to meet its obligations with respect to its interests in its West African projects.

ENVIRONMENTAL REGULATION AND PERFORMANCE

The Company is aware of its environmental obligations with regards to its exploration activities and ensures that
it complies with the relevant environmental regulations when carrying out any exploration work. There have been
no significant known breaches of the Company’s exploration license conditions or any environmental regulations
to which it is subject.

SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS

There has been no significant changes in the Company’s state of affairs during the current year.
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INFORMATION ON DIRECTORS

Frank Timis

Experience

Interest in Shares and Options

Antony Sage
Qualifications

Experience

Interest in Shares and Options

Karl Thompson

Qualifications

Experience

Interest in Shares and Options

Non-Executive Chairman

Mr Timis is a successful resource entrepreneur. He has interests in numerous
resource companies listed in London and Australia and in assets worldwide.
Mr Timis has raised over US$4 billion on the financial markets worldwide
and is Chairman of African Minerals Limited, an AIM listed mineral
exploration company with significant interests in Sierra Leone.

Mr Timis is also a Non-Executive Director of NSX listed International
Petroleum Limited.

At the date of this report, Mr Timis has an interest in 630,816,987 fully paid
ordinary shares.

Non-Executive Deputy Chairman
B.Com, FCPA, CA, FTIA

Mr Sage has in excess of 24 years’ experience in the fields of corporate
advisory services, funds management and capital raising. Mr Sage is based in
Western Australia and has been involved in the management and financing of
listed mining companies for the last 16 years.

Mr Sage is also Executive Chairman of ASX listed entities Cape Lambert
Resources Limited and Cauldron Energy Limited and is Non-Executive
Chairman of ASX listed International Goldfields Limited, FE Limited,
Kupang Resources Limited, Global Strategic Metals NL, Matrix Metals
Limited and NSX listed International Petroleum Limited.

Mr Sage has an interest in 10,509,325 fully paid ordinary shares at the date of
this report. Mr Sage holds 2,000,000 options with an exercise price of A$0.55
and an expiry date of 31 July 2017.

Executive Director and Chief Executive Officer

BSC Geology, MSC Geophysics

Mr Thompson is an accomplished petroleum explorationist with 28 years of
technical, operational and managerial experience in the exploration and
development of hydrocarbons with major multinational and independent
energy companies. He has established a track record as a successful ‘oil
finder’ and commercial acquisitions of new venture oil and gas assets as well
as corporate takeovers.

He spent 18 years with Chevron Corporation where he was Exploration and
Production Director as well as Strategic Planning Manager involved in a
number of successful oil discoveries and developments as well as new venture
acquisitions.  Following a successful career with Chevron he started his
petroleum consultancy working with companies in West Africa assisting with
further hydrocarbon discoveries and new venture acquisitions.

He has extensive experience in Europe, Africa and the Middle East working
with major multinational companies and new start up AIM exploration
companies as well National Oil companies.

Mr Thompson holds 3,275,000 fully paid ordinary shares at the date of this
report. Mr Thompson also holds 3,500,000 options with an exercise price of
A%$0.55 and an expiry date of 31 July 2017.
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INFORMATION ON DIRECTORS (continued)

Mark Ashurst

Qualifications

Experience

Interest in Shares and Options

Gibril Bangura
Qualifications

Experience

Interest in Shares and Options

Jeffrey Couch
Qualifications

Experience

Interest in Shares and Options

Executive Director and Chief Financial Officer

BA (Hons) Law; Barrister; Fellow of the Institute of Chartered Accountants in
England and Wales

Mr Ashurst graduated from Sheffield University with a degree in law and is a
qualified Barrister and Chartered Accountant. He is a Fellow of the Institute of
Chartered Accountants in England and Wales.

Mr Ashurst has been employed as a senior investment banker with a broad range
of corporate finance and broking skills gained from over 20 years in the City of
London. Institutions Mr Ashurst has worked for include BZW, Hoare Govett
and Canaccord Adams. He has advised both UK and overseas listed companies
and has significant expertise in Initial Public Offerings, fund raising and mergers
and acquisitions.

Mr Ashurst holds 2,500,000 options with an exercise price of A$0.55 and an
expiry date of 31 July 2017.

Non-Executive Director
Arts and Business Management, Junior College Atlanta

Mr Bangura is an Executive Director of African Minerals Limited and the
General Manager of all of African Mineral Limited's Sierra Leone subsidiaries.

He is the former Financial Controller of Regent Star International, and Deputy
General Manager and director of Bond Tak Mining Company.

Mr Bangura holds 1,000,000 options with an exercise price of A$0.55 and an
expiry date of 31 July 2017.

Non - Executive Director
Bachelor of Law

Mr Jeffrey Couch is Managing Director and Head of Investment and
Corporate Banking Europe for BMO Capital Markets, a leading North
American financial services provider. Previously, he was Head of Business
Development and M&A at Eurasian Natural Resources Corporation PLC.

Mr Couch is a qualified Canadian lawyer, and attended the University of
Western Ontario Business School and Osgoode Hall Law School in Canada.

He has over 15 years of investment banking and capital markets experience
having worked for Kleinwort Benson, Citigroup (Salomon Brothers) and
Credit Suisse. He has extensive experience in the natural resources sector
having advised and raised capital for clients globally, with a particular focus
in emerging markets and Africa.

At the date of this report, Mr Couch has an interest in 443,700 fully paid
ordinary shares. Mr Couch also holds 1,000,000 options with an exercise
price of A$0.55 and an expiry date of 31 July 2017.
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INFORMATION ON DIRECTORS (continued)

James Smith

Qualifications

Experience

Interest in Shares and Options

Timothy Turner

Qualifications

Experience

Interest in Shares and Options

Alan Watling

Experience

Interest in Shares and Options

Non-Executive Director

MSc in Petroleum Geology (Geophysics option), BSc (Hons) in Geological
Geophysics, Fellow of Geological Society

Mr James Smith is a senior oil and gas executive with a strong earth science
background.

Mr Smith has over 20 years of experience in the oil and gas industry,
predominantly in Africa and Middle East exploration.

He is currently Vice President Exploration of Orca Exploration Inc., an
international oil and gas company listed on the TSX venture exchange.

He previously served as New Venture and Project Leader for Chevron
Corporation in Africa and the Middle East and more recently was Vice
President Exploration of Pan-Ocean Energy Corporation Limited. At Pan-
Ocean, he was instrumental in the rapid development of the company’s
portfolio of onshore and offshore oil assets in Gabon that were sold in 2006.
He was a Non-Executive Director of Canoro Resources until 2 July 2010.

Mr Smith holds 1,000,000 options with an exercise price of A$0.55 and
250,000 options with an exercise price of A$1.00. All options have an expiry
date of 31 July 2017.

Non-Executive Director

B.Bus, FCPA, FTIA, Registered Company Auditor, Fellow of CPA Australia
and a Fellow of the Taxation Institute of Australia.

Mr Turner is senior partner with accounting firm, Hewitt Turner & Gelevitis.
Mr Turner specialises in domestic business structuring, corporate and trust tax
planning and the issuing of audit opinions. Mr Turner also has in excess of 21
years’ experience in new ventures, capital raisings and general business
consultancy.

Mr Turner is also a non-executive Director of ASX listed entities Cape
Lambert Resources Limited and Legacy Iron Limited and a non-executive
Director of NSX listed International Petroleum Limited.

Mr Turner has an interest in 125,000 fully paid ordinary shares at the date of
this report. Mr Turner holds 500,000 options with an exercise price of A$0.55
and an expiry date of 31 July 2017.

Non-Executive Director

Mr Watling has nearly 30 years of experience in the iron ore industry and has
held senior positions in multinational companies with focuses on heavy haul rail,
port and mine operations, including Rio Tinto, Fortescue Metals and African
Minerals Limited.

Mr Watling holds 1,000,000 options with an exercise price of A$0.55 and an
expiry date of 31 July 2017.
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INFORMATION ON DIRECTORS (continued)

Anthony Wilson

Qualifications

Experience

Interest in Shares and Options

COMPANY SECRETARY

Non-Executive Director

Fellow of the Institute of Chartered Accountants in England and Wales, and
Fellow of the Chartered Institute for Securities and Investment.

Mr Wilson has had a long career in a number of senior financial positions.

Having qualified as a Chartered Accountant, Mr Wilson initially became a
partner in general practice before moving into the investment banking sector
initially with Wedd Durlacher Mordaunt & Co, the stockjobber, and then with
BZW, the investment banking division of Barclays.

Mr Wilson was Finance Director for BZW Securities and BZW Asset
Management over a period of 10 years. Following BZW, Mr Wilson held
various senior management roles as a director for DAKS Simpson Group plc
and Panceltica Holdings plc.

Mr Wilson is currently a Director of LondonPharma Ltd.

Mr Wilson holds 1,000,000 options with an exercise price of A$0.55 and an
expiry date of 31 July 2017.

Claire Tolcon has over 15 years’ of experience in the legal profession, primarily in the areas of equity capital
markets, mergers and acquisitions, corporate restructuring, corporate governance and mining and resources. She
was a partner of a corporate law firm for a number of years before joining the Company and has a Bachelor of
Laws and Bachelor of Commerce (Accounting) degree and has completed a Graduate Diploma of Applied
Finance with FINSIA and a Graduate Diploma of Corporate Governance with Chartered Secretaries of Australia

Ltd.

REMUNERATION REPORT (audited)

This report details the nature and amount of remuneration for key management personnel of the Company.

Remuneration policy

Details of key management personnel

(i) Directors
Frank Timis
Antony Sage
Karl Thompson
Mark Ashurst
Gibril Bangura
Jeffrey Couch
James Smith
Timothy Turner
Alan Watling
Anthony Wilson

Non-Executive Chairman

Non-Executive Deputy Chairman

Executive Director and Chief Executive Officer
Executive Director and Chief Financial Officer
Non-Executive Director

Non-Executive Director

Non-Executive Director

Non-Executive Director

Non-Executive Director

Non-Executive Director

10
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(i)  Other Key Management Personnel

Michael Barrett Director of Business Development

Phil Church Director of Drilling

Jens Pace Chief Operating Officer (appointed 1 October 2012)
Pierre Raillard General Manger — West Africa

Adrian Robinson Director of Exploration

Claire Tolcon Company Secretary

There are no other specified key management personnel of the Company.
The Board’s policy for determining the nature and amount of remuneration for board members is as follows:

The remuneration policy, setting the terms and conditions for the Directors, was approved by the Board as a
whole. The Board has a separate remuneration committee during the period.

The Company is an exploration entity, and therefore speculative in terms of performance. Consistent with
attracting and retaining talented executives, directors and senior executives are paid market rates associated with
individuals in similar positions within the same industry. The remuneration may consist of a salary, bonuses, or
any other element but must not be a commission on, or percentage of, operating revenue.

All remuneration paid to Directors is valued at the cost to the Company and expensed. Options are valued using
the Black-Scholes methodology. Performance shares are valued using the share price on grant date.

The Board’s policy is to remunerate Non-Executive Directors at market rates for comparable companies for time,
commitment and responsibilities. The Board as a whole determine payments to the Non-Executive Directors and
reviews their remuneration annually, based on market practice, duties and accountability. The maximum
aggregate amount of cash fees that can be paid to Non-Executive Directors is US$933,390 (A$900,000) or such
other amount approved by shareholders. Fees for Non-Executive Directors are not performance related.

The Board exercises its discretion in determining remuneration linked to performance of key management
personnel. Issues of options to key management personnel contain vesting conditions. Given the early stage of
the Company’s key exploration projects, these vesting conditions are related principally to the expansion of the
Company’s exploration asset portfolio and the commercial discovery of hydrocarbons.

Company performance and shareholder wealth

Below is a table summarising key performance and shareholder wealth statistics for the Company over the last
five financial periods.

Financial period Consolidated loss after tax ~ Loss per share

US$ uUss$

30 June 2009 * (883,502) (4.88) cents

6 months ended 30 June (23,076,789) (2.95) cents

20101

6 months ended 31 (14,524,092) (1.08) cents

December 2010

31 December 2011 (19,019,539) (1.26) cents

31 December 2012 (40,431,908) (2.43) cents

1 On 28 June 2010, African Petroleum Corporation Limited (“African Petroleum” or the “Company”) completed
the acquisition of 100% of Cayman Islands incorporated African Petroleum Corporation Limited (“APCL”). In
accordance with AASB 3 “Business Combinations”, APCL was deemed to be the accounting acquirer in the
business combination. Consequently, the transaction was accounted for as a reverse acquisition. On 29 January
2010, European Hydrocarbons Limited (“EHL”) became a legal subsidiary of APCL. This business combination
was also accounted for as a reverse acquisition. Consequently, EHL was regarded as the accounting acquirer.
Accordingly, the consolidated financial statements for the period ended 30 June 2010 were prepared as a
continuation of the business and operations of EHL. The results for the year ended 30 June 2009 are for African
Petroleum Corporation Limited prior to the reverse acquisition in 2010.

11
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The table below sets out the remuneration paid to the directors and key management personnel of African
Petroleum for the year ended 31 December 2012.

Post Percentage of
Employment total
il remuneration
Benefits Share-basezd Performance | that consists
Short Term Benefits payments Related of options
Other
Salaryand  cash Cash
fees benefits®  bonus® Shares  Options Total
Us$ Us$ Us$ Us$ Us$ Us$ Us$ % %
Directors
F Timis 155,309 153,793 - - - - 309,102 - -
A Sage 103,541 - - - - 525,331 628,872 - 84
K Thompson 792,670 139,824 - 79,267 421,925 919,329 2,353,015 18 39
M Ashurst 356,702 42,987 - 35,670 - 656,664 1,092,023 - 60
G Bangura 49,700 - - - - 262,666 312,366 - 84
J Couch 49,700 - - - - 262,666 312,366 - 84
J Smith 263,7687 - - - - 574,306 838,074 - 69
T Turner 49,700 - - - - 131,333 181,033 - 73
A Watling4 49,700 - - - - 262,666 312,366 - 84
A Wilson 49,700 - - - - 262,666 312,366 - 84
1,920,490 336,604 - 114,937 421,925 3,857,627 6,651,583 6 58
Key management
M Barrett 269,631 1,529 198,130 26,963 - 596,801 1,093,054 40 55
P Church 285,361 - 399,744 28,536 - 154,219 867,860 54 18
J Pace® 140,727 2,464 - 14,073 2,052,589 997,365 3,207,218 51 31
P Raillard 289,920 4,520 78,265 28,992 - 280,137 681,834 40 41
A Robinson 279,732 11,405 39,974 27,973 - 106,097 465,181 21 23
C Tolcon 109,709 - 15,533 - - 12,425 137,667 20 9
Total 3,295570 356,522 731,646 | 241474 2474514 6,004,671 | 13,104,397 26 46

~N o o b

Post-employment benefits consist of superannuation and pension contributions made by the Consolidated

Entity.

Share-based payments represent the value of options and performance shares that have been recognised
during the current year.
Cash bonuses include sign on bonuses and discretionary bonuses awarded based on assessment of
performance. For further information regarding cash bonuses refer to page 16.
Mr Watling has elected for his fees to be paid to a charity of his choice.

Mr Pace was appointed Chief Operating Officer on 1 October 2012.

Other cash benefits relate to rental assistance and health insurance benefits.
Includes US$49,700 (A$48,000) non-executive director fees and US$214,068 (£134,639) as payment for
consulting services provided by Mr Smith to the Company.

12
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The table below sets out the remuneration paid to the directors and key management personnel of African
Petroleum for the year ended 31 December 2011.

Post Percentage of]
Employment total
i1l remuneration
Benefits” | Share-based payments’ Performance| that consists
Short Term Benefits Related of options
Other
Salaryand  cash Cash
fees benefits  bonus® Shares Options Total
Us$ Uss$ USs$ uUss$ USs$ USs$ USs$ % %
Directors
F Timis 397,690 - - - - - 397,690 - -
A Sage 103,229 - - - - - 103,229 - -
K Thompson 601,717 - - 65551 | 5,913,793 1,606,118 | 8,187,179 72 20
M Ashurst 260,708 - ; 34,062 - 803,059 1,097,829 - 73
G Bangura 50,235 - - - - - 50,235 - -
J Couch 51,280 - - - - - 51,280 ; ]
J Smith 46,330 - - - - - 46,330 ; ]
T Turner 49,551 - - - - - 49,551 - -
A Watling® - - - - - - - - -
A Wilson 51,526 - - - - - 51,526 - -
1,612,266 - - 99,613 5,913,793 2,409,177 | 10,034,849 59 24
Key management
M Barrett’ 85731 89,296 77,266 8,241 - 239,391 | 499925 41 48
P Church® 136,402 - 159,070 | 14,063 - 596,057 | 905592 59 66
P Raillard® - - - - - - - - -
A Robinson 270,290 - 225,887 31,437 B 578,792 1,106,406 42 52
C Tolcon 108,252 - - - - 27,957 136,209 2 21
Total 2,212,941 89,296 462,223 153,354 5,913,793 3,851,374 | 12,682,981 27 30

Post-employment benefits consist of superannuation and pension contributions made by the Consolidated
Entity.

Share based payments represent the value of options and performance shares that have been recognised during
the current year.

Cash bonuses include sign on bonuses and discretionary bonuses awarded based on assessment of
performance.

Includes US$158,706 (A$150,000) non-executive director fees and US$238,984 as payment for consulting
services provided by Mr Timis to the Company.

Mr Watling has elected for his fees to be paid to a charity of his choice.

Appointed on 23 May 2011.

Appointed on 12 August 2011. Other cash benefits relates to relocation costs of US$28,153 and US$61,143
(CHF 54,375) paid to cover amounts due by Mr Barrett to his previous employer.

Appointed on 22 November 2011, commenced employment on 16 January 2012. Mr Raillard is eligible to a
£50,000 signing bonus, with £25,000 payable on commencement of employment and the remaining £25,000
payable 3 months later. Mr Raillard has been issued 1,350,000 options with an exercise price of A$0.30 and
expiry date of 17 January 2017. The fair value of these options is US$419,498. These options are all subject
to vesting conditions.
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Options recognised as part of remuneration for the year ended 31 December 2012

3,125,000 options were issued as part of remuneration of directors and key management personnel during the year ended 31 December 2012. Options awarded to Mr Smith and
Mr Barrett were in recognition of work completed on the Narina-1 well and therefore vested on issue. Options awarded to Mr Pace are subject to vesting conditions.

Terms and Conditions for each grant during the year

Options vested during
the current year

Options awarded Options awarded Grant date Fair value per Exercise Expiry date First exercise Last exercise Number %
during the current during the prior option at grant date price date date
year year A$ AS
Executive directors
J Smith 250,000 - 25 May 2012 A$1.28! A$1.008 31 Jul 2017 25 May 2012 31 Jul 2012 250,000 100
Key management
M Barrett 250,000 - 6 Feb 2012 A$0.47° A$0.30° 17 Jan 2017 6 Feb 2012 17 Jan 2017 250,000 100
125,000 - 15 Mar 2012 A$1.52° A$0.55° 27 Mar 2017 15 Mar 2012 27 Mar 2017 125,000 100
- 1,000,000 | 12 Aug 2011 A3$0.26° A$0.30° 17 Jan 2017 21 Feb 2012 17 Jan 2017 333,333 33
- 350,000 20 Dec 2011 A3$0.26° A$0.30° 17 Jan 2017 30 Apr 2013 17 Jan 2017 - -
P Church - 350,000 20 Dec 2011 A3$0.26° A$0.30° 17 Jan 2017 30 Apr 2013 17 Jan 2017 - -
- 1,000,000 23 Jun 2011 A3$0.26° A$0.30° 17 Jan 2017 23 Jun 2011 17 Jan 2017 333,333 33
J Pace 2,500,000 - 1 Oct 2012 A$1.107 A$1.008 17 Jan 2017 20 Feb 2013 8 Jan 2018 - -
P Raillard - 1,350,000 | 22 Nov 2011 A$0.31%° A$0.30° 17 Jan 2017 16 Jan 2013 17 Jan 2017 - -
A Robinson - 350,000 20 Dec 2011 A3$0.26° A$0.30° 17 Jan 2017 30 Apr 2013 17 Jan 2017 - -
- 1,000,000 1 Dec 2010 A3$0.26° A$0.30° 17 Jan 2017 1 Dec 2010 17 Jan 2017 83,333 8
C Tolcon - 75,000 | 20 Dec 2011 A$0.26° A$0.30° 17 Jan 2017 | 30 Apr 2013 17 Jan 2017 - -

For details on the valuation of the options, including models and assumptions used, please refer to Note 19.
! The equivalent US$ fair value per option at award date is equal to US$1.25

% The equivalent US$ fair value per option at award date is equal to US$0.26

®The equivalent US$ fair value per option at award date is equal to US$0.51

* The equivalent US$ exercise price per option at 31 December 2012 is equal to US$0.31

® The equivalent US$ fair value per option at award date is equal to US$1.60
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® The equivalent US$ exercise price per option at 31 December 2012 is equal to US$0.57

" The equivalent US$ fair value per option at award date is equal to US$1.12

® The equivalent US$ exercise price per option at 31 December 2012 is equal to US$1.04

1% The equivalent US$ fair value per option at award date is equal to US$0.31




Annual Financial Report 31 December 2012

African Petroleum Corporation Limited

DIRECTORS’ REPORT

Value and number of options awarded, exercised and lapsed during the year ended 31 December 2012

2012 Value of options Value of options Number of options Number of options Amount

granted during the  exercised during the  granted during the exercised/shares paid per
current year current year current year issued during the share
uss$ uss$ current year A$

Executive directors

J Smith 311,640 - 250,000 -

Key management

M Barrett 326,185 - 375,000 ;

P Church - 172,500 - 230,000 0.30?

J Pace" 2,788,339 - 2,500,000 ;

P Raillard - - - -

A Robinson - 115,500 - 150,000 0.30?

C Tolcon 58,000 - 200,000 0.30°

Total 3,426,164 346,000 3,125,000 580,000

! Appointed on 1October 2012 as Chief Operating Officer. Mr Pace has been issued 2,500,000 options with an
exercise price of A$1.00 and expiry date of 17 January 2017. The fair value of these options is US$2,788,339.

These options are subject to vesting conditions.
2 The US$ equivalent amount paid per share is US$0.31.

Options modified during the year ended 31 December 2012

On 25 May 2012, shareholder approval was obtained to modify the expiry date of all Director held options from
31 July 2013 to 31 July 2017. The increase in fair value as a result of the extension to the expiry date has been

recognised in the current period.

2012 Number of Date of Fair value of Fair value of Original  Revised  Total increase in
options modification options options directly expiry expiry fair value of
modified directly prior after date date options recognised
to modification in the current
modification year
Executive directors
A Sage 2,000,000 25 May 2012 A$1.061 A$1.332  31Jul13 31Jul 17 525,331
K Thompson 3,500,000 25 May 2012 A$1.06 A$1.33%  31Jul13 31Jul17 919,329
M Ashurst 2,500,000 25 May 2012 A$1.06! A$1.332  31Jul13 31Jul 17 656,664
G Bangura 1,000,000 25 May 2012 A$1.06! A$1.332  31Jul13 31Jul 17 262,666
J Couch 1,000,000 25 May 2012 A$1.06! A$1.332  31Jul13 31Jul 17 262,666
J Smith 1,000,000 25 May 2012 A$1.06! A$1.332  31Jul13 31Jul 17 262,666
T Turner 500,000 25 May 2012 A$1.06! A$1.332  31Jul13 31Jul 17 131,333
A Watling 1,000,000 25 May 2012 A$1.06 A$1.33*  31Jul13 31Jul17 262,666
A Wilson 1,000,000 25 May 2012 A$1.06! A$1.332  31Jul13 31Jul 17 262,666
13,500,000 3,545,987

! The equivalent US$ fair value is equal to US$1.03

2 The equivalent US$ fair value is equal to US$1.29

The share price on the modification date (25 May 2012) was A$1.45 (US$1.41).
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Service Agreements

Mr Frank Timis — Non-Executive Chairman

Mr Timis’ role as Non-Executive Chairman is governed by a contract between the Company and Mr Timis.

The agreement stipulates the following terms and conditions:

(@)

(b)

(©

Rate: a fee of A$150,000 per annum to be payable Mr Timis and reviewed annually by the Board. Mr
Timis’ fee is settled in Great British pounds, with the US$ equivalent for 2012 equal to US$155,565. In
addition, Mr Timis is to be reimbursed for all reasonable expenses incurred in the performance of his
duties.

Termination: this agreement may be terminated by the Company in a number of circumstances, including:
(i) either party providing the other with three months written notice of termination;

(i) failure to produce services to a satisfactory standard, in accordance with the provisions of the
contract;

(iii) an event of gross and wilful misconduct, which continues remedied for 15 business days after
written notice has been given; or

(iv) Mr Timis becomes subject to bankruptcy proceedings.

Options: the Company did not award Mr Timis any options during the current year (2011: nil). Mr Timis
does not currently hold any options.

Mr Antony Sage — Non-Executive Deputy Chairman

Mr Sage’s role as Non-Executive Deputy Chairman is governed by a contract between the Company and Mr

Sage.

The agreement stipulates the following terms and conditions:

(d)

(€)

(®

Rate: a fee of A$100,000 per annum to be payable to Okewood Pty Ltd and reviewed bi-annually by the
Board. Mr Sage’s fee is settled in Australian dollars, with the US$ equivalent for 2012 equal to
US$103,541. In addition, Mr Sage is to be reimbursed for all reasonable expenses incurred in the
performance of his duties.

Termination: this agreement may be terminated by the Company in a number of circumstances including:
(i) failure to comply with lawful directions given by the Company through the Board;

(ii) failure to produce the services to a satisfactory standard which continues unremedied for ten business
days after written notice of failure has been given;

(iii) a serious or consistent breach of any of the provisions of the consultancy agreement which is either
not capable to being remedied or is capable of being remedied and is not remedied within 14 day; and

(iv) Mr Sage being unable to perform services for 40 consecutive business days or an aggregate of 60
business days in any 12 months.

Options: the Company did not award Mr Sage any options during the current year (2011: nil). Mr Sage
currently holds 2,000,000 options. These options have an exercise price of A$0.55 and an expiry date of
31 July 2017. On 25 May 2012, shareholding approval was obtained to extend the expiry date of all
Director held options from 31 July 2013 to 31 July 2017.

Mr Karl Thompson — Executive Director and Chief Executive Officer

Mr Thompson’s role as Executive Director and Chief Executive Officer is governed by a contract between the
Company and Mr Thompson.

The agreement stipulates the following terms and conditions:

(@)

Rate: a fee of £500,000 per annum is payable to Mr Thompson and subject to annual review by the board.
Mr Thompson’s fee is settled in Great British pounds with the US$ equivalent for 2012 equal to
US$792,670.
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(b) A discretionary annual bonus of up to 100% of base salary may be awarded by the Board’s Remuneration
Committee subject to Mr Thompson meeting annual targets set at the commencement of each year.

(c)  Options: the Company did not award Mr Thompson any options during the current year (2011: 2,000,000
options). All options held have an exercise price of A$0.55 and an expiry date of 31 July 2017. On 25
May 2012, shareholding approval was obtained to extend the expiry date of all Director held options from
31 July 2013 to 31 July 2017.

(d)  Shares: the Company issued 3,275,000 fully paid shares to Mr Thompson in the prior year. The shares
were in recognition of the Company spudding it’s first well. A further 3,275,000 will be issued upon
Company securing a commercial discovery. As at 31 December 2012, this performance milestone has
not yet occurred. US$421,925 has been recognised in the current year in relation to these performance
shares (2011: US$2,446,313).

Mr Mark Ashurst — Executive Director and Chief Financial Officer

Mr Ashurst’s role as Executive Director and Chief Financial Officer is governed by a contract between the
Company and Mr Ashurst.

The agreement stipulates the following terms and conditions:

(@)  Rate: a fee of £225,000 per annum is payable to Mr Ashurst and subject to annual review by the board.
Mr Ashurst’s fee is settled in Great British pounds with the US$ equivalent for 2012 equal to
US$356,702.

(b) A discretionary annual bonus of up to 100% of base salary may be awarded by the Board’s Remuneration
Committee subject to Mr Ashurst meeting annual targets set at the commencement of each year.

(c)  Options: the Company did not award Mr Ashurst any options during the current year (2011: 1,000,000
options). Currently Mr Ashurst holds 2,500,000 options with an exercise price of A$0.55 and an expiry
date of 31 July 2017. On 25 May 2012, shareholding approval was obtained to extend the expiry date of
all Director held options from 31 July 2013 to 31 July 2017.

Mr Gibril Bangura — Non-Executive Director

Mr Bangura’s role as Non-Executive Director is governed by an agreement between the Company and Mr
Bangura.

The agreement stipulates the following terms and conditions:
(@) Rate: a fee of A$48,000 per annum is payable to Mr Bangura and reviewed annually by the Board. Mr

Bangura’s fee is settled in US$, with US$49,700 paid to him during the year. In addition, Mr Bangura is
to be reimbursed for all reasonable expenses incurred in the performance of his duties.

(b)  Options: the Company did not award Mr Bangura any options during the current year (2011: nil). Mr
Bangura holds 1,000,000 options which have an exercise price of A$0.55 and an expiry date of 31 July
2017. On 25 May 2012, shareholding approval was obtained to extend the expiry date of all Director held
options from 31 July 2013 to 31 July 2017.

(c)  Termination: this agreement will cease in the event that Mr Bangura gives notice to the board of his
resignation as a director, he resigns by rotation and is not re-elected as a director by the shareholders of
the Company.

Mr Jeffrey Couch — Non-Executive Director

Mr Couch’s role as Non-Executive Director is governed by an agreement between the Company and Mr Couch.
The agreement stipulates the following terms and conditions:

(@) Rate: a fee of A$48,000 per annum is payable to Mr Couch and reviewed annually by the Board. Mr
Couch’s fee is settled in US$, with US$49,700 paid to him during the year. In addition, Mr Couch is to be
reimbursed for all reasonable expenses incurred in the performance of his duties.
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(b)

(©)

Options: the Company did not award Mr Couch any options during the current year (2011: nil). Mr
Couch holds 1,000,000 options which have an exercise price of A$0.55 and an expiry date of 31 July
2017. On 25 May 2012, shareholding approval was obtained to extend the expiry date of all Director held
options from 31 July 2013 to 31 July 2017.

Termination: this agreement will cease in the event that Mr Couch gives notice to the board of his
resignation as a director, he resigns by rotation and is not re-elected as a director by the shareholders of
the Company.

Mr James Smith — Non-Executive Director

Mr Smith’s role as Non-Executive Director is governed by an agreement between the Company and Mr Smith.

The agreement stipulates the following terms and conditions:

(@)

(b)

(©)

(d)

Rate: a fee of A$48,000 per annum is payable to Mr Smith and reviewed annually by the Board. Mr
Smith’s fee is settled in US$, with US$49,700 paid to him during the year. In addition, Mr Smith is to be
reimbursed for all reasonable expenses incurred in the performance of his duties.

Options: the Company awarded Mr Smith 250,000 options during the current year (2011: nil). These
options have an exercise price of A$1.00 and an expiry date of 31 July 2017. Mr Smith also holds a
further 1,000,000 options. These options have an exercise price of A$0.55 and an expiry date of 31 July
2017. On 25 May 2012, shareholding approval was obtained to extend the expiry date of all Director held
options from 31 July 2013 to 31 July 2017.

Termination: this agreement will cease in the event that Mr Smith gives notice to the board of his
resignation as a director, he resigns by rotation and is not re-elected as a director by the shareholders of
the Company.

An amount of £134,639 (US$214,068) was paid to Mr Smith for consultancy services provided to the
Company for the current year.

Mr Timothy Turner — Non-Executive Director

Mr Turner’s role as Non-Executive Director is governed by a consultancy agreement between the Company,
Corporate Resource and Mining Services (“CRMS”) and Mr Turner.

The agreement stipulates the following terms and conditions:

(@)

(b)

(©)

Rate: a fee of A$48,000 per annum is payable to CRMS and reviewed bi-annually by the Board. Mr
Turner’s fee is settled in Australian Dollars, with the US$ equivalent for 2012 equal to US$49,700. In
addition, Mr Turner is to be reimbursed for all reasonable expenses incurred in the performance of his
duties.

Termination: this agreement may be terminated by the Company in a number of circumstances including:
(i) failure to comply with lawful directions given by the Company through the Board,;

(ii) failure to produce the services to a satisfactory standard which continues unremedied for ten business
days after written notice of failure has been given;

(iii) a serious or persistent breach of any 