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KAROON GAS AUSTRALIA EMPLOYEE SHARE OPTION PLAN RULES

PRELIMINARY

In these Rules:

“Acceptance Date” means the last Business Day upon which a Participant may accept
an Offer extended by the Company pursuant to Rule 4.2 as specified in the Offer to the

Participant and which shall be at least twenty 20 Business Days in each case from the
date of the Offer:

“Allotment Date” means the date of grant and issue of an Option under Rule 4.8 as
determined from the Register;

“Application Form” means an application for Options, which shall accompany the
Offer to grant Options referred o it Rule 4.2;

i as f ame e]‘v,; ns H 139GF : . ssessrnent
“Associate™ has the same meaning as in Section 139GE of the income Tax Assessment
Act, 1936;

" Associated Company' means any of:
(a) a Subsidiary; or

(b) a corporation in which the Company or a Subsidiary holds not less than 20% of
the issued voling share capital;

“ASX” means Ausiralian Stock Exchange Limited (ACN 008 624 691);

“Board” means the board of Directors;

“Business Day” means a day on which banks are open for business in Melbourne,
Victoria or if the Company is admitted to the official list of ASX "Business Day" shall
have the meaning given it in the Listing Rules;

“Company” means Karoon Gas Australia Limited (ACN 107 001 338);

“Corporations Act” means the Corporations Act 2001 {Commonwealth);

“Pate of 1ssue” means the date on which Options are issued fo a Participant;
“Directors” means the directors of the Company from time to time acting as a board;
“Eligible Persor” means a person who is a director, officer or employvee {whether fuli-
time or part-ttme) of the Company or any Associated Company and who is determined
by the Board to be an Eligible Person for the purposes of the Option Scheme;

“Exercise Notice” means a notice of exercise of Option in the form annexed to these
Rules;

“Exercise Period” means the period during which an Option may be exercised, and
ends on the Expiry Date;
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“Exercise Price” means, in relation to an Option, the issue price for a Share payable
upon the exercise of that Option;

“Expiry Date” means the last day (being a Business Day} on which an Option may be
exercised;

“Holdes” means the person registered as the holder of Options in the Regisier;

“Listing Rales” means the Official Lisiing Rules of ASX (as amended from time to
fime);

“Offer” means an offer to grant Options in accordance with Rule 4.2;
“Option” means an option to take up a Share pursuant 1o the Option Scheme;

“Optior Scheme” means “the Karoon Gas Australia Employee Share Option Plan” the
terms of which are set out inn these Rules:

“Participant” means an Eligible Person invited by ihe Directors to pacticipate in the
Option Scheme in accordance with Rule 4.1 and includes a nominated Associate of an
Eligible Person who agrees to be bound (in a manner satisfactory to the Committee) by
the Option Scheme;

“Register” means the register of Options kept under the Corporations Act;

“Rules” means these Rules as modified from time to time;

“Share” means a fully pald ordinary share in the capital of the Company;

“Subsidiary” means a corporation which is a subsidiary of the Company under Division
6 of Part 1.2 of the Corporations Act; and

“Fakeover Offer” includes a takeover offer and any offer made pursuant to a takeover
announcement to acquire Shares, under Chapter 6 of the Corporations Act;

where a word or phrase is given a particular meaning, other parts of speech and
grammatical forms of that word or phrase have corresponding meanings; and words
importing:

(a) the masculine gender shall include the feminine and neuter; and

(b) the singular shall include the plural and vice versa.

ESTABLISHMENT OF SCHEME

The Dhrectors hereby establish the Option Scheme i accordance with the Rules.

The Option Scheme hereby constituted is called “The Karocon Gas Australia Employee
Inceniive Option Scheme”.

OBJECT

The object of the Option Scheme 1s w issue Options to Eligible Persons entitling them to
subscribe for Shares and thereby to advance the interests of the Company and its
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shareholders by enabling Eligible Persons to share in the Company’s growth and
prosperity by providing an incentive to maximise their contribution to the Company.

ISSUE OF OPTIONS

The Directors may al any time and from time o time determine Eligible Persons for ihe
purposes of the Option Scheme and from amongst those Eligible Persons, who will
participate in the Option Scheme.

The Directors shall determine in their absolute discretion the extent of participation by
Eligible Persons in the Option Scheme. Following such determination the Company may
by notice in writing (specifying an Acceptance Date) offer to grant Options to such
Eligible Persons which offer may be in the form of ANNEXURE A.

Any Offer shall specify:

(a} the maximum number of Options available to the Participant;

(b} the Exercise Price of those Options;

(c) the Exercise Period of those Options;

(d) any performance hurdles or other conditions to the exercise of the Options.

An Offer shall not be made unless:

(a} disclosure to the Participant pursuant to Part 6122 of the Corporations Act is
not required and the sale of any Shares upon the exercise of an Option would
ot require the preparation of a disclosure document pursuant to section 707(3)
of the Corporations Act; or

(b) at the time of issue of the Options the Company has available a current
prospectus which complies with the requirements of chapter 6D of the
Corporations Act {subject to any relief from those requirements granted by the
Australian Securities & lnvestments Commission).

A Participant may only accept an Offer by delivering the duly compleied Application
Form to the Company at its registered office by 5:00 pm on the Acceptance Date.

A Participant may accept an Offer in whole, or in part but if in part, may only do so in
multiples of 1,000 Options and may not subsequently take up the remaining Options
pursuant to that Offer.

A Participant may accept an Offer in his or her name, or in that of a nominated
Associate.

Following receipt by the Company of the completed Application Form the Company
shall grant the Options and issue an Option certificate for such Options.

The number of Options issued pursuant to this Option Scheme shall not exceed 10% of
the issued capital of the Company from time to time.
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OPTIONS
Subject to Rules 9 and 10, an Option shali:

(a) not be exercisable until after such period or periods (if any) as the Directors
may decide;

(b) expire not later than 5 years after the Allotment Date;

(c} entitle the Participant, subject to any adjustments made pursuant to Rules 7 and
8, to be aliotted 1 Share:

(d) automatically lapse if not exercised on, or prior to, the Expiry Date or earlier
on the Participant ceasing to be an officer or employee of the Company;

(e) not be transferable, except to the offeror under a Takeover Offer or under a
scheme of arrangement under Part 5.1 of the Corporations Act which is
proposed by the Company; and

() not be exercisable at any time whilst the requiremenis of Rule 4.4 are not
satisfied.

PRICE
The issue of an Option shall be free.
NEW ISSUES

There are no participating rights or entitlements inherent in the Options and Holders will
not be entitled to participate in new issues of capital offered to Shareholders during the
currency of the Options. However, the Company will send a notice to each Holder of
Options at least nine business days before the record date. This will give Holders the
opportunity to exercise their Options prior to the date for determining entitlernents to
participate in any such issue.

If from time to time on or prior to the Expiry Date the Company makes an issue of
Shares to the holders of Shares in the Company by way of capitalisation of profits or
reserves {a bonus issue), then upon exercise of its Options a Holder will be entitled to
have issued to it {in addition to the Shares which would otherwise be issued to it upon
such exercise) the number of Shares of the class which would have been issued to it
under that bonus issue (bonus shares) i on the record date for the bonus issue it had
been registered as the Holder of the number of Shares of which it would have been
registered as holder if, immediately prior to that date, it had duly exercised its Options
and the Shares the subject of such exercise had been duly allotted and issued 1o it. The
bornus shares will be paid up by the Company out of profits or reserves {as the case may
be) inn the same manner as was applied in relation to the bonus issue and upon issue will
rank pari passu in all regpecis with the other shares allotted upon exercise of ihe
Options.

There is no right to a change in the exercise price of the Options or to the number of
shares over which the Options are exercisable in the event of a new issue of capital
(other than a bonus issue) during the currency of the Options.
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REORGANISATION

Should the Company be admitted to the Official List of ASX at any time, the Company
must comply with the Listing Rules in relation to any reorganisation of its capital and
the holder shall accept any consequential reorganisation of the Options.

LAPSE AND TAKEOVER OFFERS

An Option shall not be capable of exercise after its Expiry Date.

It is a term of each Option that:-

(a)
(b)

(d)

(e)

subject fo clause 9.3, if the Holder is:

a Participant, he or she ceases employment with the Company or an Associated
Company for any reason; or

a nominated Associate of a Participant, that Participant ceases employment
with the Company or an Associated Company for any reason,

then any unexercised Options shall lapse on the day the Participant ceases o be
emploved except where the Participant dies or is retrenched (where
retrenchment does not include the dismissal by the Company of the Participant
for wrongdoing or pooer performance or any resignation by the Participant), in
which event any unexercised Options shall lapse on the date which 18 3 months
from the date of such death or retrenchment.

if a Holder dies, the Options shall form part of the estate of the Holder and
shall immediaiely become capable of exercise by the Holder’s personal
representative Tor a period of 3 months after the date of death at which time the
Opitions shall lapse; and

no notice of the lapse of an Option (for any reason) need be given by the
Company.

If a Takeover Offer is made and either:

(a)

(b)

the offeror is at the time the offeror announces ifs intention to make a takeover
offer or takeover announcement, then entitled to more than 56% of the voting
sharesg of the Company; or

if sub-clause {a) does not apply, the offeror becomes entitled to more than 50%
of the voting shares of the Company,

then the Directors must give writien notice to the Holders and immediately thereafter
each Holder shall become and remain entitled to exercise his Options at any time within
30 days of such notice.

EXERCISE OF OPTIONS

Options shall be exercised by the Holder completing and lodging the Exercise Notice,
together with the relevant Option certificate and payment of the Exercise Price for each
Option exercised, in the form of a cheque in Australian currency drawn on an Australian
trading bank in favour of the Company, at the registered office of the Company before
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5.00 pm on the Expiry Date or 5.00 pm on an earlier Business Day during the Exercise
Period.

Upon aliotment to the Participant of the Shares specified in the relevant Exercise Notice,
the Company shall note on the copy of the Option certificate held by the Company, and
the Register the number of Options exercised by the Participant and the number of
Options, if any, outstanding. The informaiion contained on such copy or Register shall
be conclusive evidence of the matters recorded therein.

TIME FOR ISSUE AND ALLOTMENT

The Company shall allot to the Holder within 5 Business Days of the receipt of an
Exercise Notice and payment of the Exercise Price for each Option exercised, the
number of Shares that corresponds with the number of Options exercised, and issue a
Share certificate therefor.

Any Shares allotted pursuant to an Exercise Notice shall rank pari passu in all respects
with the Shares of the Company on issue at the date of the allotment of such Shares.

GST

Unless expressly staied otherwise, all monetary amounis referred to in these Rules are
exclusive of GST.

If at any time GST as defined below becomes payable by a Party {in each case “the
supplier™) on any taxable supply made by the supplier to another Party (“the recipient™)
under or arising from this Agreement (“a relevant taxable supply™) the supplier is
entitled to recover by way of increase in the price for the taxable supply the GST
otherwise payable by the supplier on that taxable supply (*the Original Amount™) in
each case treating the Original Amount as the value of the taxable supply, the increased
price in each case being calculated by multiplying the Original Amount by the GST rate
prevailing on the making of the relevant taxable supply and adding the resultant product
to the Original Amount (“the GST Inclusive Amount™). The recipient is in each case
entitled to a tax invoice from the supplier within 3 days of request by the recipient.

If a relevant taxable supply is made the recipient of the relevant taxable supply must
upon request pay o the supplier the difference between the Original Amount and the
GST Inclusive Amount.

For the purposes of this clause :

(a} the expression “GST rate” means the percentage of the value of the taxable
supply that is the amount of GST being at the date of this Agreement 10%;

(b) the expression “GST law™ hag the meaning given to it in 4 New Tox Sysiem
(Goods and Services Tax) Act 1999 (*GST Act’); and

(c} the expressions “value”, “supply”, “taxable supply”, “GST", “enterprise”,
“registered”, “tax invoice” and other expressions defined in GST law have the
meanings given to those expressions in GST law.

ADMINISTRATION

The Option Scheme shall be administered by the PHrectors who shall have the power to:
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(a} determine appropriate procedures for the administration of the Option Scheme
consistent with the Rules;

(b) resolve conclusively all questions of fact or interpretation in connection with
the Option Scheme;

() recommend for approval by the shareholders any amendments or additions to
the terms and conditions of the Option Scheme; and

(d) delegate to the Board or any one or more persons for such period and on such
conditions as they may determine the exercise of any of their powers or
discretions arising under the Option Scheme, including this Rule 12

The costs of administration of the Option Scheme shall be borne by the Company.

The Directors will, at {east every 3 years from date of the Option Scheme, submit the
Option Scheme 1o a general meeting of shareholders of the Company to approve its
continued operation.

POWER TO VARY RULES

The Directors, subject to obtaining any necessary prior approval of shareholders in
accordance with the Listing Rules (if applicable), may at any time and from time to time
by supplemental document revoke, alter, add to, or vary {in this Rule 14 called a
“Change”), all or any of the Rules and may by the same or any other document declare
ary new or other Rules concerning the granting of Options to Participants.

Any Change shall:

{a} relate to the granting of Options, or the Company’s, or the Director’s powers or
discretions; and

{b) not affect a Participant’s entitlement in respect of any Option or any rights or
restrictions in relation to such an Option which arose before the date of
Change, unless prior wriften consent is obtained from each affected Participant.

The Rules shall not be capable of being Changed, otherwise than as provided in this
Rule 14, or the Listing Rules.



ANNEXURE A

KAROON GAS AUSTRALIA LIMITED EMPLOYEE OPTION INCENTIVE SCHEME

APPLICATION FORM AND INSTRUCTIONS TO PARTICIPANTS

KAROON GAS AUSTRALIA LIMITED
ACN 107 001 338

OFFER

In accordance with the Rules of the Karoon Gas Australia Employee Option lncentive
Scheme { “Option Scheme™), the Directors invite you to participate in the Option Sclieme,

a

nd offer to grant to you options to scquire ordinary fully paid shares in Karcon Gas

Australia Limited (“Options™} upon the following terms:

1.

2.

%)

the maximum number of Options which are offered to vou is | I
the Exercise Price of each Option is | I

the Exercise Perlod for each Option commences on the Date of Allotment and
ends on the Expiry Date;

if you cease to be employed by Karocon Gas Australia Limited or an Associated
Company for any reason, any unexercised Options will lapse on the day vou case
1o be employed;

if you die or become incapacitated, any unexercised Options will lapse unless
exercised by your personal representaiive with 3 months of your death; and

if a Takeover Offer is made for Karoon Gas Australia Limited you will be afforded
the opportunity to exercise all of your Options; and

generally, as set out in the Rules of the Plan.

i) B. ACCEPTANCE
If you wish to ACCEPT this offer you MUST:

1. Complete the section below headed “Your Particulars™ in accordance with the
instructions on the reverse of this Application Form.
2. Return the completed Application Form to:

Company Secretaty

Karecon Gas Australia Limited
Level 7

50 Market Street

Melboumne VIC 3000

to reach Karoon Gas Australia Limited by NO LATER THAN 5.00pm (Eastern Standard
Timeyon{ Jday| 1] ] ("Acceptance Date). Application Forms received afier this
date will NOT be accepted.



