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CHAIRPERSON’S REPORT

The year ended june 2004 has been one of continued transition and consolidation. First and foremost, the
company has continued with its main objective of securing and developing the coal bed and coal mine
methane asset base in France and ltaly. The licencing process for the region is normal and is well advanced to
finalisation.

The company is firmly committed to the advancement of these significant projects in Europe.We were an
garly entrant into the region compared to other industry participants and are at the forefront in securing high
quality acreage for development.

The world has seen a rapid advance in the coal bed methane industry, particularfy in the United States and
more recently in Australia. The company plans to be 2 significant player in continental Europe where natural
gas demand is increasing while domestic production is decreasing. The fundamentals in the European gas
market, including natural gas prices, are most encouraging.

The company will continue to assess other coal bed and coal mine methane assets in Europe and elsewhere in
the world.

In Australia, the company has continued to seek partners for the Canning Basin conventional oil and gas
targets. Recently the market has shown a greater appetite for such exploration acreage given the stronger oil
prices. The results of our continued marketing efforts have been successful. After year end, the company
secured a farm-out of its north eastern blocl ficences with drilling of a new wel! planned for early calendar
2005. The company continues to work enthusiastically to secure other partners for its Canning Basin acreage
with the possibility of further wells and other exploration activities in the current financial year.

The farm-out agreement of the north eastern block ficences also incorporates provision for the research and
development of the company’s Oil Spill Remediation Process.

The company has continued to operate its wholly owned oil production facilities in the Canning Basin
returning a small positive cash flow. This production activity, and the associated facilities, will also be an integral
part of the current north eastern block licences farm-out transaction. The company will continue its strategy
of minimising its 100% exposure to the Canning Basin whilst maintaining sufficient leverage to any oil or gas
discoverigs and subsequent production cutput.

With the company’s endeavors in Europe and the re-invigoration of exploration in the Canning Basin, we
certainly look forward to a very interesting period in the company’s future development.

ANTHONY | MCCLURE ~ EXECUTIVE DIRECTOR

DATED at PERTH this 30 September 20064



DIRECTORS' REPORT

The directors present their report on the company and its controlled entities for the financial year ended 30
June 2004,

The directors of the company at any time during or since the end of the financial year:

MName and qualification Experience

Mr Alan John Flavelle BSc FAIMM Geophysicist with over 40 years experience in the minerals, oll
MAIG exploration and production industries. Knowledge covers both
Executive Director international and domestic projects from grass roots to full

production projects.

Mr Anthony John McClure BSe Geologist with 20 years technical, management and financial experience
Executive Director in the resources sector. Also a director of Planet Gas Limited, a coal
bed methane company operating in the USA and Australia.

Mr Terence Vincent Willsteed A consulting mining engineer with over 40 years experience in the
BE{MiN)Hons BA CP(min) FAusIMM  mining, exploration, coal and oil shale industries in Australia and
Non-executive Director overseas. He has held senior line operational and engineering

positions with Zing Corporation, Mt Isa Mines and Consolidated
Goldfields Lid.

The principal activities during the year of entities within the economic entity were:

Continue licente application and exploration activities for commercial coal bed and coal mine methane
deposits in France and ltaly;

Investigate other potential coal bed and coal mine methane deposits locally and overseas;

Operate producing oil figlds in the Canning Basin, Western Australia;

Explore for hydrocarbons in the Canning Basin, VWestern Australia;

Seek developments, both within and outside Australia, that might be appropriate as an investment for the
company;

Seek joint venture partners to contribute in the development of the company’s Canning Basin oil & gas assets;
and Seek suitable partners to develop and market the Kalocsai Qil Spill Remediation technology.

There were no significant changes in the nature of the economic entity's principal activities during the financial year.

The consolidated foss of the sconomic entity after providing for income tax amounted to $554,823 (2003:
$2,015,454).

No dividend has been paid by the company during the financial year ended 30 june 2004, nor have the
directors recommended that any dividends be paid.




Summary

The company reports the following activities for 2003/2004:

COAL BED METHANE (CBM)}, COAL MINE METHANE (CMM), EUROPE

Erance

Bleue Lorraine, north eastern France  (application for exploration licence)

Gaz de Gardanne, south eastern France
(Gaz de Saint Etienne, eastern France

i

* |n cooperation with the French authorities, progressed the applications for the granting of exploration
licences over the three areas;

» Continued sourcing data from these areas and analysed aspects of gas generation, reservoir and trap
settings in order to delineate the best targets for initial testing; and

* Investigated other potential methane deposits for acquisition.

italy

Sulcis Concession, southern Sardinia, italy

* Received confirmation of grant of title on | August 2003;

» Completed initial geological appraisal of the coal bed methane potential;
» Finalised stratigraphic well planning and application for drilling; and

» Completed and lodged 2 detailed geological report.

OIL & GAS, CANNING BASIN,WESTERN AUSTRALIA

» Produced 27,067 barrels of oil from its five operating fields in the Canning Basim;
» Commissioned an engineering appraisaf of the Pictor oil field in AP 2/96-7;
+ Finalised Native Title negotiations for AP 2/96-7, 5/97-8 and 6/97-8; and

» Continued marketing areas to prospective joint ventures parties.

Subsequent Event

On 22 September 2004 an Option Agreement was entered into. i exercised the transaction includes
expenditure of;

» $3.000,000 in exploration expenditure including the drilling of one well in the Canning Basin; and
» $500,000 in research and development on the company’s Oif Spill Remediation technology.



The following table summarises the areas applied for and granted in Europe as at 30 June 2004

Bleue Lorraine - France Pending 821 75
Gaz de Gardanne - France Pending 739 75
Gaz de Saint Etienne — France Pending 243 73
Sulcis-italy | August 20063 415 75
Total 2,418

FRANCE

Discussions continued through the year with the French Government as it conducts its thorough statutory
processes prior to reaching a decision regarding the granting of the applications. The company meanwhile
continued to source and analyse data, toncerning each of the advanced application areas, to add to its European
based technical and administrative efforts, and to further plan impending exploration programs for each

permit area.

Bleue Lorraine, north eastern France

The Bleue Lorraine licence application area covers 821 square kilometres and encompasses a significant part of
the Lorraine Basin which has historical coal production in excess of 850 million tonnes. The coal seams within
the application area are of Carboniferous age and are characterised as black, gassy high ranking coals.
Cumulative seam thicknesses total 20 to 30 metres over 200 metre intervals. Maximum cumulative seam
thicknesses are up to 100 metres.

Continued analysis of the data on the coal-bearing sequences of the Basin shows that maximum prospectivity
for CBM development occurs within the Bening and Alsting Anticlines. Both of these structures lie within the
Bleue Lorraine Application area. Gas content data show that there has been substantial gas migration into these
anticlines, which is likely to have led to an increase in gas-in-formation pressures when compared to
surrounding areas. The anticline structures in the Basin are inferred to hold open fracture systems with the
resulting favourable formation permeabilities likely to provide good gas deliverability. Substantial CMM
production from existing coal mines in the Basin is fed into a gas reticulation system running through the area
and is sold to local electricity producers.

Data from the adioining Saar Basin (same geological unit as the Lorraine Basin in France) in Germany shows
that CBM production occurred as early as 1908 while more recently CMM production has become prominent.
Gas production modelling in the Basin shows the coal seams have favourable permeabilities that can enable
economic gas production rates from coaf bed methane wells. The structural setting of 2 producing area is
analogous to of the Simon and Alsting Anticlines in the Bleue Lorraine Application Area.

Gaz de Gardanne, south eastern France

The Gaz de Gardanne licence application area covers 739 square kilometres and encompasses the UAre Basin,
Historical coal production from the Basin is approximately 80 million tonnes of sub bituminous coal. The coal-
bearing sequence is up to 300 metres thick and contains up to 20 seams. The coal seams are Late Cretaceous
in age and are interbedded with fimestone layers which commonly display porosity and permeability, enhancing
the reservoir potential of the coal-bearing sequence. Available data has highlighted a considerable amount of
methane within the coal mining complex. The gas occurs in deeper workings in the western part of the mine
complex; whereas coal seams in the shallower mine workings to the east contain water. This gas has either been
generated biogenically as a result of microbial attack of the coal and other associated organic material or it
could have migrated vertically from underlying petroleum-type source rocks.

Wireline log data indicates gas-bearing zones in porous and permeable beds adjacent to the coat seams.
Additionally, the southern part of the UArc Basin contains extensive fracturing adjacent to major thrust faults.
Exploration data over the area includes 20 diamond drill holes to over 1,000 metres in depth, wireline logging
suites, and seismic profiles. Exdsting wireline logging data is to be colfated and has the potential to identify net
pay zones, gross gas-bearing sequentes and, possibly, estimations of gas-in-place. This program should lead to the
identification of sites where CBM activity could be initiated, i.e. the drilling of pilot cluster holes.




Gaz de Saint Etienne, eastern France

The Gaz de Saint Etienne licence application of 242.9 square kilometres covers the bulk of the Loire Basin
which contains coal measures of up to 40 seams of Carboniferous age ranging in thickness from | to 15
metres. Historical production is approximately 600 million toanes of bituminous coal with 2 long history of
explosive rmethane being encountered during mining. Mine workings in areas of coal deposition are very
extensive and comprise numerous shafts, development drives and extraction areas. The area is mainly
prospective for CMM production and to a lesser extent for CBM production due to the extensive nature of
previous coal mining activity.

ITALY
Suicis, southern Sardinia, taly

The Sulcis area covers 615 square kilometres and was granted on | August 2003. The licence contains over
1,000 million tonnes of sub-bituminous coal of Eocene age. The coal-bearing sequence is |50 metres thick
with cumulative coal thicknesses of 35 to 40 metres. Historical coat production is approximately 80 million
tonnes. The target development for the area is CBM.

Interbedded with the coal are carbonaceous shale, fimestone, marl and minor sandstone. Fracturing of the
cozl-bearing sequence is extensive and is refated to Tertiary-aged rotationzl movement of the Sardinian
tectonic plate.

Immediately to the west of the licence area, asromagnetic datz indicates a major voleanic centre where
geothermal activity is likely to have led to strong maturation of coal seams accompanied by high gas
concentrations. Quterop on the islands of San Pietro and Sant’ Antioco, in the western part of the licence
area, comprise of Oligocene voleanics overlying gassy coal sequences inferred at depth.

The company has completed initial geological appraisal and data analysis in lead up to drilling applications for
initial stratigraphic wells.

OIL PRODUCTION

The company operates five oilfields (Blina, Boundary, Lloyd, Sundown, and West Terrace) in the Canning Basin
which produced a total of 27,067 barrels of oil for the year to 30 lune 2004 {30,342 barrels of oil in 2003).

Production was interrupted at a number of the wells during the year for ongoing maintenance and repairs. A
worle-over was undertaken at West Terrace #| to replace damaged tubing.



EXPLORATION
The following table summarises the Company’s permit holdings in the Canning Basin as at 30 September 2004;

WESTERN AUSTRALIA

Production Licences (L)

L& 22 September , 2004 407 100
L8 21 October , 2005 326 100
Sub Total 733

Exploration Permits {EP)

EFI129 8 july , 2006 720 100
EP371 4 May 2005 2,687 100
EF390 28 June 2006 5,260 100
EP3%1 28 June 2006 4,800 100
EF428 ! August 2010 8,276 100
EP104 9 November 2004 720 8
Sub Total 22,4463

Appilication for Petroleum Exploration Permits {AP)

2/96-7 Pending 4,127 100
5/97-8 Pending 7,646 160
Sub Total 11,773

Total 34,959

Pipeline licence (PL)
PL-7 Blina to Erskine 5 May 2003 28.5kms GO

Applications for renewal of Production License L6 and Pipeline Licence PL7 have been made to the DOIR and
are presently proceeding through its administrative process.

The company owns a crude oil storage tank with a capacity of 120,000 barrels sited within the Port of
Broome confines. It also owns the 1.2 kilometre pipeline for transporting the crude to a tanker receiving point
on the Broome jetty.

EP 129, L6, L8, PLT and Kimberley Qif Remediation (subsequent event)

On 22 September 2004, the company announced that it has entered into an option agreement with Canadian
company Golden Dynasty Resources Ltd (‘Golden Dynasty’). Upon exercise of the option the transaction
would involve a total of $3,500,000 in exploration expenditure and research and development on a portion of
the company’s asset base. The assets include; Exploration Permit 129 and Production Permits L6 and LB {the
‘Permits™) and the Kolascai Gil Solidification Process (the ‘Technology’).

In consideration for the 60 day option, the company has been paid a non-refundable $200,000 fee and
reimbursement sum.

The agreement provides the exclusive right for Golden Dynasty to earn up to an 80% interest in Terratek
Drilling Tools Pty Limited {'Terratek’) through the expenditure of $3,600,000 on exploration and $500,000 on
research and development over 24 months. Terratek is a 100% owned subsidiary of the company and owns
the licences and EP129 permit. The Technology is owned by Kimberley Gil Remediation Pty Ltd (‘KOR'}, {also
a 100% owned subsidiary of the Company) and will become a wholly owned subsidiary of Terratek.

The expenditure program includes the drilling of the Boundary development well located within the permit
within six months from the exercise of the option.




To exercise the option, Golden Dynasty must enter z finalised Share Subscription and Shareholders Deed
concerning the earning of its interest in Terratek including the commitment of drilling the Boundary
development well. Within the licences, Terratek also owns eight current producing oil wells.

The transaction excludes the Broome tank and pipeline facilities which will remain wholly owned assets of the
Kimberley Gil NL.

Upon the exercise of the option, the general terms of the transaction include:

*+ an initial 40% interest in Terratek to be earned through the drilling of the Boundary development well with
an estimated cost of approximately $1,400,000 within 6 months of exercising the option i.e. May 2005;

» afurther $125,000 must be expended on development of KOR ol spill remediation process within the six
month period;

» Golden Dynasty has the right to earn a further 40% in Terratek which will take its interest up to a
maximum of 80%. The total expenditure requirement for Golden Dynasty is $3,500,000 including the initial
sums expended on the Boundary development well and on development of the technology. The balance
must be expended over a period of 24 months from the exercise of the option to achieve a totat of 80%
of Terratel

* |n addition to its equity interest, Kimberley Gil will retain a 2.0% Well Head Royalty in Terratek and a 5%
Gross Royalty in KOR; and

» Kimberley Qil will remain the manager of Terratek until Golden Dynasty has achieved a minimum of 51% of
Terratek.

The proposed Boundary development well is sited updip from the Boundary | welf in £ {29, Boundary | has
produced 115,000 barrels of, 330 APl oil from an intra-Grant sandstone bed at a depth of [277-128] metres.
Seisenic data indicates that the well was drifled on the north western edge of an anticline and that the crest of the
structure is to the south east. A well drilled to the crest of the anticline has the potential to produce between
300,000-600,006 barrels of oil from the intra-Grant sandstone. There is also the potential to discover zbout
3,200,000 barrels of oil-in-place {600,000 barrels recoverable)} in 2 deeper unit, the Anderson Formation. Upon
exercise of the Option Agreement, drilling of Boundary development well is scheduted for early to mid 2005.

AP 2/96-7 (Pictor Block)
Granting of this application is anticipated in the [atter part of 2004

The Application Area contains the Pictor Structure, 2 large four-way dip closed anticline which is clearly
defined by seismic. The structure has been tested by two vertical wells: Pictor |, drilled by BHF in 1984, and by
Pictor 2, drilled by Bridge Oil in 1990. Pictor | discovered a gas-bearing zone between 905-944 metres below
surface, underlain by an oil-bearing zone between 944-1019 metres, in fractured low matrix permeability,
dolomite and limestone of the Ordovidian Nita Formation. The fractures are sub-vertical and only a limited
number of these were accessed by the well. A production test, post acidising, produced 2.2 million cubic feet
of gas per day and 200 barrels per day fiquid, mostly spent acid, diesel, fight (15° API) crude oil and possibly
formation water from a cased and perforated interval extending between 940-985 metres. Pictor 2, drilled 233
metres southwest of Pictor §, encountered a similar hydrocarbon column to the earlier well.

In the past 15 years advances in horizontal drilling techniques have seen substantial economic successes in the
drilling of fractured, low matrix permeability, carbonate reservoirs such as the Austin Chalk in Texas. Whereas
vertical wells drilled into sub-vertical fractures yield fow well productivities, horizontal wells drilled
perpendicular to the fractures result in economic flow rates.

As a result of these technological advances, the company completed an independent economic appraisal of
conducting horizontal drilling of the Pictor Structure

The report contains results as summarised below:

Qit (45°API) 40.5 million barrels
Condensate 0.4 million barrels
LPG 2.0 million barrels
Gas 84.8 billion cubic feet

*Mean values

Total il in place is calculated to be 164 million barrels.



The report recommends the drilling of 2 horizontal well near Pictor |, followed by an extended test from the
oil-bearing zone and then to carry out a 3D seismic survey over the structure. Following encouragement, a
further 5 to 6 appraisal wells is recommended followed by field development drilling.

The company believes that the application of horizontal drilling technology into the fractured, low matrix
permeability, carbonate reservoir rocks of the Nita Formation of the Pictor Structure has a reasonable
possibility to allow economic development of the field.

EP 390

A number of structures have been determined by the company and are ready to drill; eg the Chingal Prospect.
The Grant Formation level at the Chingal Prospect within EP 390 has the potential to host over 48 million
barrels of oil-in-place of which 10 million barrels may be recoverable.

EP 391

The Yulleroo 2 target lies at the crest of the Yulleroo Antitline. It is a medium risldhigh reward target just 70
kifornetres east of Broome. The structure has the potential to contain over | trillion cubic feet of gas and 160
million barrels of condensate.

There are eight similar structures in the vicinity within EP 321 and the adjoining EP 428 and Application Area
5/97-8. These structures, together with the Yulleroo Anticling, have the potential to contain in-place resources
of several trillion cubic feet of gas and a considerable amount of petroleum liquids. Three of these structures
have burial histories which suggest that they are more likely to host light oil rather than wet gas.

EP 428

This permit was granted on 2 August 2004 and shares similar prospectivity to EP 391, Approximately 40% of
the Yulleroo Anticline lies within this permit.

AP 5/97-8
This application shares similar prospectivity to EP 391 and EP 428 and contins 10% of the Yullerco Anticline.

The parent company issued 12,000,000 shares at 5 cents each under Subscription Agreements in October
2003 to raise $600,000 in working capital,

Cn 22 September 2004 an Option Agreement was entered into requiring expenditure of;

*+ $3,600,000 to drill one well, with other exploration activities, in the Canning Basin; and
*» $500,000 on the company’s Kalocsai Gil Spill Remediation Process.

The Parent Compary is required to issue 250,000 shares to the former shareholders of Otto Oil Pry Ltd under
a Share Sale Deal following granting of EL 428 (formerly known as Application 6/97-8) on 2 August 2004

Likely developments and expected results of the operations of the sconomic entity in subsequent years are
not discussed further in this report. In the opinion of the directors, further information on those matters
could prejudice the interests of the company and the economic entity because these matters are currently
under negotiation and premature disclosure could breach commercial confidentiality.




The remuneration and incentives for directors and management is determined and approved by the board.
Executive directors and senior management may receive bonuses based on the achievemnent of specific goals

related to the performance of the Economic Entity. Options to acquire shares in the Company are also issued
under various option incentive plans.

Emoluments and incentives paid or allocated to directors and senior management are reviewed annually. {refer
Note 25).

The company carries out its oil production and other operations under strict industry safety standards and

according to its own approved safety manual and safety systems. During the year there were no on site safety
concerns or lost time injuries.

The exploration permits and production licences in the Canning Basin, in which the company has an interest,

all carry strict environmental regulations governing activities in the field. To date, as far as the directors are
aware, there have been no breaches of the license conditions.

During the year 25 directors’ meetings were held. The number of meetings at which each director was
eligible to attend is as follows;

A ] Flavelle 25 25
A | McClure 25 25
TV Willsteed 25 25

During or since the end of the financial year the company has given an indemnity or entered into an

agreement to indemnify, or paid or agreed to pay insurance premiums for z standard Directors and Officers

Lizbility and Company Reimbursement Policy. The details of the policy remain confidential between the
insurer and the company.



Cptions granted previously to directors and still outstanding at balance date are as follows:

1,000,600 options granted to director A | Flavelle at an exercise price of 20 cents on or before 31 March 2005.
1,600,000 options granted to director A | McClure at an exercise price of 20 cents on or before 23 May 2007.

Cptions granted during the year to directors and still outstanding at balance date are as follows:

1,600,000 options granted to A | Flavelle at an exercise price of 10 cents on or before 28 November 2008.
1,000,000 options granted to A | Flavelle at an exercise price of 7.5 cents on or before 28 November 2006.
1,600,000 options granted to A | McClure at an exercise price of {§ cents on or before 28 November 2008
1,600,000 options granted to A | McClure at an exercise price of 7.5 cents on or before 28 November 2006
750,000 options granted to TV Willsteed at an exercise price of 10 cents on or before 28 November 2008.
750,000 options granted to TV Willsteed at an exercise price of 7.5 cents on or before 28 November 2006,

No person entitled to exercise an option had or has any right by virtue of the option to participate in any
share issue of any other body corporate.

Neo shares have been issued by virtue of the exercise of an option during the year or to the date of this report,

No person has applied for leave of Court to bring proceedings on behalf of the company or intervene in any
proceedings to which the company is a party for the purpose of taking responsibility on behalf of the company
for alt or any part of those proceedings.

The company was not a party to any such proceedings during the year.

In the opinion of the directors, all significant changes in the state of affairs of the consolidated entity, which
occurred during the year under review, are disclosed in this report or the financial statements.

Other than as stated elsewhere in this report, there has not arisen in the interval between the end of the
financial year and the date of this report any matter, circumstance or event of a material or unusual nature likely
in the opinion of the directors of the company, to affect significantly the operations of the consolidated entity, the
results of those operations or the state of affairs of the consolidated entity in subsequent financial years.

Signed In accordance with a resolution of the Board of Directors

& 7.

Alan } FLAVELLE - Director
DATED at PERTH this 30th day of September 2004

ATTRIBUTION

Aspects of the Directors’ Report that relate to oil and gas in place or ol and gas reserves are based on
information complied by persons who are Fellows or Members of the Australian Institute of Mining and
Metallurgy and/or the Australian Institute of Geoscientists, and are full- time employees of the company
{untess otherwise noted), and have sufficient relevant experience of the activity undertaken and of the
hydrocarbon style of deposit described. They qualify as Competent Persons as defined in the 1999 edition of
the "Australasian Code for the Reporting of Resources and Reserves™ {JORC Code).

A fist of the names of the Competent Persons is available upon request. The above statement fairly reflects the
reports prepared by these Competent Persons and has been prepared by Mr. John Karajas as Competent
Person for Kimberley Ol NL. Mr: Karzjas consents to the inclusion in this report of the matters from these
reports in the form and context in which it appears.




CORPORATE GOVERNANCE STATEMENT

The directors are focussed on fulfilling their responsibilities individually, and a5 a board, for the benefit of all

the company’s stakeholders. That involves recognition of, and a need to adopt, principles of good corporate
governance. The board supports the guidelines on the “Principles of Good Corporate Governance and Best
Practice Recommendations” established by the ASX Corporate Governance Council.

Given the size and structure of the company, the nature of its business activities, the stage of its development
and the cost of strict and detailed compliance with all of the recommendations, it has adopted a range of
modified systems, procedures and practices which it considers will enable it to meet the principles of good
corporate governance.

The company’s practices are mainly consistent with those of the guidelines and where they do not correfate
with the recommendations in the guidelines the company considers that its adopted practices are appropriate
to it. At the end of this statement 2 table is included detailing the recommendations with which the company
does not strictly comply.

The following section addresses the company’s practices in complying with the principles.

Role and Responsibilities of the Board

The board exists to lead and oversee the management and direction of the company.
After appropriate consultation with executive management the board:

- defines and sets its business objectives and subsequently monitors performance and achievements of those
objectives;

- It oversees the reporting on matters of compliance with corporate policies and laws, takes responsibility
for risk management processes and a review of executive management of the company;

- monitors and approves financial performance and budgets; and

- reports to shareholders.

Compesition of the Board

The names of the directors of the company and their qualifications are set out in the section headed
Directors’ Report in this Annual Report.

The composition of the board is determined so as to provide the company with a broad base of industry,
business, technical, administrative, financial and corporate skills and experience considered necessary to
represent shareholders and fulfil the business objectives of the company.

The recommendations of best practice are that a majority of the directors and in particular the chairperson
should be independent. An independent director s one who:

- does not hold an executive position;

- Is not a substantizl shareholder of the company or an officer or otherwise associated directly or indirectly
with a substantial shareholder of the company;

- has not within the last 3 years been employed in an executive capacity by the company or another group
member or been a director after ceasing to hold such employment;



- is not a principal of a professional adviser to the company or another group member;

- is not a significant supplier or customer of the company or another group member;, or an officer of, or
otherwise associated directly or indirectly with a significant supplier or customer;

- has no significant contractual relationship with the company or any other group member other than as a
director of the company; and

- is free from any interest and any business or other relationship which could or could reasonably be
perceived to materially interfere with the director’s ability to act in the best interests of the company.

One of the three current board members does meet these criteria. The board does not currently have a
permanent chairperson.

Nomination of Other Boord Members

The board at least annually reviews its composition to determine if additional core strengths are required to
be added to the board in light of the nature of the company’s businesses and its objectives. The board does
not befieve that at this point in the company’s development it is necessary to appoint additional directors.

Independent Advice

Each of the directors is entitled 1o seek independent advice at the company’s expense to assist them to carry
out their responsibifities.

Directors, officers, employees and consultants to the company are required to observe high standards of
behaviour and business ethics in conducting business on behalf of the company and they are required to
maintain a reputation of integrity on the part of both the company and themnsefves. The company does not
contract with or otherwise engage any person or party where it considers integrity may be compromised.

Directors are required to disclose to the board actual or potential conflicts of interest that may or might
reasonably be thought to exist between the interests of the director or the interests of any other party in so
far as it affects the activities of the company and to act in accordance with the Corporations Act if conflict
cannot be removed or if it persists. That involves taking no part in the decision making process or discussions
where that conflict does arise.

Directors are required to make disclosure of any share trading. The company policy in refation to share
trading is that officers are prohibited to trade whilst in possession of unpublished price sensitive information
concerning the company. That is information which a reasonable person would expect to have a material
affect on the price or value of the company’s shares. it is recommended that an officer discuss the proposal
to acquire or sell shares with the directors or the company secretary prior to doing so to ensure that there
is no price sensitive information of which that officer might not be aware. The undertaking of any trading in
shares must be notified to the company secretary who makes disclosure to ASX.

No audit comnmittee has been established. The two executive directors play an active role in monitoring the
daily affairs of the company. As a result of the scale of operations it has not been considered necessary to
form sub-cormmittees.

Ezch board member has access to the externat auditors and the auditor has access to each board member

The executive directors do make a statement to the board and shareholders that the company's financial
reports present a true and fair view in all material respects of the company's financial condition and
operational results and are in accordance with relevant accounting standards.

The company secretary is the person responsible for overseeing and co-ordinating disclosure of information
to ASX as well as communicating with the ASX. This involves compliance with the continuous disclosure
requirerments of the lsting rules.




The board’s fundamentzl responsibility to sharshoiders is to work towards meeting the company’s objectives
50 as to add value for them.

The board seeks to inform shareholders of all major developments affecting the company by:

- preparing half yearly and yearly financial reports;

- preparing quarterly cash flow reports and reports as to activities;

- making announcernent in accordance with the listing rules and the continuous disclosure obligations;

- hosting all of the above on the company’s website;

- annually, and more regularly if required, holding a general meeting of shareholders and forwarding to them
the annual report together with notice of meeting and proxy form; and

- voluntarily releasing other information which it believes is in the interest of shareholders.

The Annual General Meeting enables shareholders to receive the reports and participate in the meeting by
attendance or by written communication. The board seeks to notify all shareholders so they can be fully
informed annually for the voting on the appointment of directors and so as to enazble them to have discussion
at the Annual General Meeting with the directors and/or the auditor of the company who is invited 1o the
Annual General Meeting.

The board is conscious of the need to continually maintain systems of risk management and controls to
manage all of the assets and affairs of the company.

As an ordinary part of the company's business invalves holding assets in a country where sovereign risk is
considered higher than in Australia, the directors are sensitive to the need for risk management. The risk

management includes asset risk, operational risk, personnel health and safety risk, currency fluctuation risk,
amongst others. The company has adopred procedures by which it identifies and manages those risks on a
case by case and overall corporate basis.

The board regularly discusses and reviews its performance. The board also discusses with each director their
requirements, performances and aspects of involvement ia the company.

There is sio formal remuneration committee. There is commentary on directors remuneration in the section
headed Directors’ Report in this Annual Report.

One third of the directors retires annually in accordance with the Constitution and is free to seek re-election
by shareholders.

Each member of the board has committed to spending sufficient time to enable them to carry out their duties
as a director of the company.

A maximum amount of remuneration for non-executive directors is fixed by shareholders in general meeting
and can be varied in that same manner. In determining the allocation the board takes account of the time
demands made on the directors together with such factors as fees paid to other corporate directors and to
the responsibilicies undertaken by them.

The Directors’ Report, which forms part of this Annual Report, highlights the intention for the directors to
review remuneration in the current year,

The company recognises its responsibilities extend beyond its shareholders to clients, customers, consumers
and regulators. The company is committed to providing an adequate level of detail for the benefit of all
stakeholders, the accuracy in that detail, and to meeting principles of equity and fairness in all of its dealings.



Table of Departures and Explanations {from the Recommendations of the ASX Corporate Governance Council)

1.1 There was no formalisation Throughout the reporting period the
and disclosure of separate board consisted of two executive and
functions between the board one nom-executive directors. The
and management during the executive directors were involved in the
reporting period. overall management of the company.

The practices followed were compatible
with the Principle.

2.1 One of the directors satisfies Given the nature and size of the
the test of independence. company, its business interests and the
The other two directors are stage of development, the board is of
fulfilling executive roles. the view that there is an adequate and

broad mix of skills required and that
given their experience each of the
directors are aware of and capable of
acting in an independent manner and in
the best interests of the shareholders.

22 The Board does not have a The board elects a chairperson before
permanent chairperson. each meeting. All directors are capable

and have the requisite experience to
tulfif the role. Any potential conflicts are
resolved during the election process.

24 A separate Nomination The board comprises three members
Committee has not been each of who have valuable contributions
formed. to mzke in fulfilling the role of a

nomination committee member. A
director will excuse himself where there
is a personal interest or confict.

3.1 No formal code of conduet The board and management consist of
has been established as to the three directors. It is not considered
practices necessary to that a code of conduct or reporting
maintain confidence in the guide is yet necessary. The principles
company’s integrity or as o are followed.
reporting and investigating
unethical practices.

32 No formal policy concerning Although there was no written policy
trading int the company there is a clear understanding as to
securities by directors, when trading is inappropriate.
officers or employees has
been disclosed.

42,43 and 4.4 No formal audit cormmittee Given the size and nature of the
has been established or company, its business interests and the
formal charter drawn. ongoing level of involvement of all
directors it is not considered necessary
that a formal audit committee be
established or a charter be drawn.

5.1 No written policy and The only executives of the company are
procedure exists to ensure two of the directors and the board does
compliance with ASX Listing not consider that a written policy is at
Rules disclosure requirements  this time required. This situation will be
are met at senior reviewed and amended to meet the
managernent level. company’s increased activities and growth.




Table of Departures and Explanations (from the Recommaendations of the ASX Corporate Governance Council)

4.1 The company has a formal The board is very conscious of the need
COMmMUNIcation strategy in to continually keep shareholders and
place for the benefit of its markets advised. The development and
shareholders. regular update of the company’s web-page

provides a continuous communication
channel which ensures shareholders and
the markets are adequately informed
about its activities results.
7.4and 7.2 There has been no written Given the nature and size of the
implementation of policy on company, its business interests and the
risk oversight and nvolvemnent of all directors it is not
manzgement or for senior considered necessary to establish this
management to make practice at this time.
statements to the board
concerning those matters.

8.1 There has been no formal Given the size of the company and the
disclosure of the process for nvolvement of all three directors a
performance evaluation of policy has not been required to date.
the board, committees, The directors continually monitor,
individual directors and key review and discuss performance and
executives. implement changes as necessary.

9.1 The company has not Given the size and nature of the
disclosed remuneration company, its business interests,
policies. remuneration and other benefits paid to

its directors, the board does not
consider it yet to be necessary to
formulate the policies. At the
appropriate time the board will take
independent advices.

9.2 No formal remuneration Given the explanation above it is not
committee has been considered necessary to establish a
established. remuneration committee.

9.3 Non-executive directors are In order to preserve funds (associated
eligible to participate in the with the payment of directors fees), and
company’s Employee Share to attract and retain directors of sufficient
Option Plan (Incentive plan). caliber and standing, afl directors are

eligible to participate in the company's
incentive plan, subject to prior
shareholder approval to any grant made in
accordance with the incentive plan.

0.1 There has been no disclosure The business practices adopted by the
of a code of conduct to deal board recognise this principle but no
with compliance for legal or format code has been drawn-up or
other obligations to legitimate approved.
stakeholders.




STATEMENT OF FINANCIAL PERFORMANCE

FOR THE YEAR ENDED 30 JUNE 2004

Crude oil - Sales revenue 2 1,044,265 958,998 - -
Crude oil - Cost of sales 3 {909,600 (721,183} - -
Crude oil - Gross profit 134,665 237815 - -
Other revenue from ordinary activities 2 122,757 590,204 357,743 409,897
Depreciation and amortisation expenses 3 {242,661} (267,669} (10,065) {79.858)
Cccupancy expenses (34,520 (37,0213 {34,520) {37.621)
Administrative expenses {355,230} (329,683) (349,534) (320,162)
Borrowing costs expense 3 (2,404} {15,197} {2,404) {15,197)
Loss on sale of fixed assets - (950,565} - (950,565)

Exploration & development expenditure
write-off - (510,13} - {11,763)

Cther expenses from ordinary activities {177,440} (733,225} (333,574 (696,328}

Loss from ordinary activities before
income tax expense 3 {554,823y (2,015454) (372,356) (1,506,997)

Income tax expense relating to ordinary
activities 4 - - - -

MNet loss attributable to members of the
parent entity {554,823} (2,015,454) (372,358)  (1,500,997)

Basic earnings/(loss} per share
{cents per share) 27 {0.50) {2.06} - -

The accompanying notes form part of these financial statements



STATEMENT OF FINANCIAL POSITION

AS AT 30 JUNE 2004

CURRENT ASSETS

Cash assets 5 483,809 507,072 474,711 501,987
Receivables ) 216,079 174,733 10,642 12,546
Inventories 7 82,666 55,477 - -
Other 8 30,000 7321 12,000 2,270
TOTAL CURRENT ASSETS 812,554 744,603 494,353 516,803
NON-CURRENT ASSETS

Receivables 6 - - - -
Other financial assets 9 - - - 80,000
Property, plant and equipment I 2,199,864 2,410,737 24413 28,970
Exploration & development expenditure 12 2,512,315 2,129,155 1,391,364 1,026,887
Intangible asset 13 208,000 234,000 - -
TOTAL NON-CURRENT ASSETS 4,920,179 4,773,892 LAISTTT [,§35,857
TOTAL ASSETS 5,732,733 5518495 1910130 1,652,660
CURRENT LIABILITIES

Payables and accruals 14 406,121 337,262 108,366 92,210
Provisions I5 29,285 11,615 29,285 11,615
TOTAL CURRENT LIABILITIES 435,406 348,877 §37.651 103,825
NON-CURRENT LIABILITIES

Provisions I5 797,648 714,116 - -
TOTAL NON-CURRENT LIABILITIES 797,648 714,116 - -
TOTAL LIABILITIES £,233,054 1,059,993 §37.651 103,825
NET ASSETS 4,499,679 4,458,502 1772479 1,548,835
EQUITY

Contributed equity 16 10,153,958 9,557,958 10,153,958 9,557,958
Reserves |7 2,500,000 2,560,000 - -
Accumulated losses 18 (8,154,279  (7.599.456) {8,381,479) (8,009,123)
TOTAL EQUITY 4,499,679 4,458,502 1772479 1,548,835

The accompanying notes form part of these financial statements



STATEMENT OF CASH FLOWS

FORTHE YEAR ENDED 30 JUNE 2004

CASH FLOWS FROM OPERATING

ACTIVITIES

Receipts from customers 1,124,117 1,035,140 - -
Payments to suppliers and employees {1,369.421)  (1,454.931) (267.854) (412,085)
Borrowing costs (2,404} {15,197} {2,404) {15,197
Expenditure on petroleum exploration &

production interests {383,160 (394,072} (364.477) (101,741}
Interest received - other entities 20,393 12,028 205418 191,332

NET CASH PROVIDED BY/{USED IN)
OPERATING ACTIVITIES 19()  (613475)  (817.032) 429317)  (337.691)

CASH FLOWS FROM

INVESTING ACTIVITIES

Purchase of plant & equipment (5,788) {74,689} {5,508) {73,937
Purchase of remaining interest in the joint venture - - -

Proceeds from sale of plant & equipment - 564,602 - 347,272

NET CASH PROVIDED BY/(USED IN)
INVESTING ACTIVITIES (5.788)  489.913 (5508) 273335

CASH FLOWS FROM FINANCING

ACTIVITIES

Loans to controfled entity - payments made - - (191,451) (292,492)
Loans to controfled entity - repayments - - - -
Loan repayments - (200,000} - (200,000}
Proceeds from issue of shares 596,000 378,960 596,000 378,900

MNET CASH PROVIDED BY/(USED IN)

FINANCING ACTIVITIES 596,000 178,900 404549 (113,592
NET INCREASE/(DECREASE)

IN CASH MELD (23263) 148219 (30276)  (177.948)
Cash at | July 2003 507,072 655,291 501,987 679,935
Cash at 30 June 2004 19(2) 483,809 507,072 471,711 501,987

The accompanying notes form part of these financial statements



NOTES TO THE FINANCIAL STATEMENTS

The financial report is a general purpose financial report that has been prepared in zccordance with
Accounting Standards, Urgent lssues Group Consensus Views and other authoritative pronouncements of the
Australian Accounting Standards Board and the Corporations Act 2001.

The finzncial report covers the economic entity of Kimberley Oil NL and controlled entities, and Kimberley
il ML as an individual parent entity. Kimberley Gil NL is a listed public company, incorporated and domiciled
in Australia.

The financial report has been prepared on an accruals basis and is based on historical costs and does not take
into account changing money values or, except where stated, current valuztions of non-current assets. Cost s
based on the fair values of the consideration given in exchange for assets.

The following is a summary of the material accounting policies adopted by the economic entity in the preparation
of the financial report. The accounting policies have been consistently applied, unless otherwise stated.

A controlled entity is any entity controlied by Kimberley Oil NL. Control exists where Kimberfey Oil NL
has the capacity to dominate the decision-making in relation to the financial and operating policies of
another entity so that the other entity operates with Kimberfey Oil NL to achieve the objectives of
Kimberley Oil NL. A list of controlled entities is contained in Note 10(a) to the financial statements.

All inter-company balances and transactions between entities in the economic entity, including any
unrealised profits or losses, have been eliminated on consolidation.

Where controlled entities have entered or left the economic entity during the year, their operating results
have been included from the date control was obtained or until the date control ceased.

Qutside interests in the equity and results of the entities that are controfled are shown as a separate item
in the consolidated financial report.

The economic entity adopts the liability method of tax-effect accounting whereby the income tax expense
is based on the profit from ordinary activities adjusted for any permanent differences.

Timing differences which arise due to the different accounting periods in which items of revenue and
expense are included in the determination of accounting profit and taxable income are brought to account
as either a provision for deferred income tax or as 2 future income tax benefit at the rate of income tax
applicable to the period in which the benefit will be received or the hability will become payable.

Future income tax benefits are not brought to account unless realisation of the asset is assured beyond
reasonzble doubt. Future income tax benefits in relation to tax losses are not brought to account unless
there is virtual certainty of realisation of the benefit.

The amount of benefits brought to account or which may be realised in the future is based on the
assumption that no adverse change will occur in income taxation legislation and the anticipation that the
economic entity will derive sufficient future assessable income to enable the benefit to be realised and
comply with the conditions of deductibility imposed by the law.



Inventories are measured at the lower of cost and net realisable value. Costs are assigned on the basis of

weighted average costs. Costs include costs incurred in bringing each product to its present location
and condition.

Investments in controlled entities are brought to account at cost less amounts written off for permanent
diminution in the value of the investments. The carrying amount is reviewed annually by directors to
ensure it is not in excess of the recoverable amount of these investments. The recoverable amount is
assessed from the underlying net assets in that particular entity. The expected net cash flows have not
been discounted to their present value in determining the recoverable amounts.

Each class of property, plant and equipment is carried at cost or fair value less, where applicable, any
accumulated depreciation.

Freehold land and buildings are measured on the fair value basis, being the amount for which an asset
could be exchanged between knowledgeable willing parties in an arms length transaction. It is the policy of
the economic entity to have an independent valuation every three years, with annual appraisals being made
by the direciors.

Plant and equipment are measured on the cost basis, unless otherwise stated.

The carrying amount of plant and equipment is reviewed annually by directors to ensure it is not in excess of
the recoverable amount from these assets. The recoverable amount is assessed on the basis of the expected
net cash flows, which will be received from the assets employment and subseguent disposal The expected
net cash flows have not been discounted to their present values in determining recoverable amounts.

The cost of fixed assets constructed within the sconomic entity includes the cost of materials, direct
labour, borrowing costs and an appropriate proportion of fixed and variable overheads.

The Broome tank is measured on a fair value basis, being the amount for which zn asset could be exchanged
between knowledgeable willing parties in an arms length transaction. It is the policy of the economic entity
to have an independent valuation every three years, with annual appraisals being made by the directors.

Production assets are valued on 2 fair value basis, being the expected future cash flow streams. This value
is anticipated to be recovered from crude oil production over the next six years of field operations.

The depreciable amount of all fixed assets including building and capitalised lease assets, but excluding
freehold fand, is depreciated on a straight line basis over their useful lives to the gconomic entity
commencing from the time when the asset is held ready for use. Properties held for investment purposes
are not subject to depreciation. Leasehold improvements are depreciated over the shorter of either the
unexpired period of the lease or the estimated useful fives of the improvements.

The depreciation rates used for each class of depreciable assets are:

Plant and equipment 6.67% - 33.3%




Exploration, evaluation and development expenditure incurred is accumulated in respect of each
identifiable area of interest. These costs are only carried forward to the extent that they are expected to
be recouped through the successful development of the area or where activities in the area have not yet
reached a stage which permits reasonable assessment of the existence of economically recoverable
reserves.

Accumnulated costs in relation to an abandoned area are written off in full against profit in the year in
which the decision to abandon the area s made.

When production commences, the accumulated costs for the relevant arez of interest are amortised over
the life of the area according to the rate of depletion of the economically recoverable reserves.

A regular review is undertaken of each area of interest to determine the appropriateness of continuing to
carry forward costs in relation to that area of interest.

Costs of site restoration are provided for over the lfe of the facility from when exploration commences
and are included in the costs of that stage. Site restoration costs include the dismantling and removal of
mining plant, equipment and building structures, waste removal, and rehabilitation of the site in accordance
with clauses of the mining permits. Such costs have been determined using estimates of future costs,
current legal requirements and technology on an undiscounted basis. Any changes in the estimates for the
costs are accounted on a prospective basis. In determining the costs of site restoration, there s
uncertainty regarding the nature and extent of the restoration due to community expectations and future
legislation. Accordingly the costs have been determined on the basis that the restoration will be
completed within one year of abandoning the site.

Patents are valued in the accounts at cost of acquisition and are amortised over the period in which their
benefits are expected to be realised.

Foreign currency transactions during the year are converted to Australian currency at the rates of
exchange applicable at the dates of the transactions. Amounts receivable and payable in foreign currencies
at balance date are converted at the rates of exchange ruling at that date.

The gains and losses from conversion of short-term assets and labilities, whether realised or unrealised,
are included in profit from ordinary activities as they arise,

The economic entity’s shzre of the assets, liabilities, revenue and expenses of joint venture operations is
included in the appropriate items of the consolidated statements of financial performance and financial
position.

For the purpose of the statement of cash flows, cash includes:

* ¢ash on hand and at call, deposits with banks or financial institutions, net of bank overdrafts; and

*  investments in money market instruments with less than 14 days to maturity.

Where required by Accounting Standards comparative figures have been adjusted to conform to changes
in presentation for the current financial year.



Oif Safes Bevenue

(il sales revenue is taken to the statement of financial performance upon invoicing to the purchaser.
Interest

Interest is paid by the company's bankers on deposit funds and is identified from statements issued by
the bank.

Revenue, expenses and assets are recognized net of the amount of GST, except where the amount of GST
incurred is not recoverable from the Australian Taxation Office. In these circumstances the GST is
recognised as part of acquisition of the asset or as part of an item of the expense. Receivables and
parables in the statement of financial position are shown inclusive of GST.

The economic entity has incurred a loss during the period of $554,823 and its available cash at 30 June
2004 is $483,809. The financial statements have been prepared on the basis of going concern, which
contemplates continuity of normal business activities and the realisation of assets and settlement of
liabilities in the ordinary course of business. The ability of the economic entity to continue as a going
concern is dependent on the success of the capital raising initiatives being undertaken by the directors,
and the continued financial support of stakeholders. The directors believe the adoption of the going
concern basis is justified.

However, should alternative funding not become available the company may not be able to pay its debts as
and when they fall due and may be required to realise assets and extinguish liabilities other than in the
normal course of business and at amounts different to those stated in the financial statements.

Segment revenues and expenses are those directly attributable to the segment and include any joint
revenue and expenses where a reasonable basis of allocation exists. Segment assets include zll assets used
by a segment and consist of principally cash, receivables, inventories, intangibles and property, plant and
equipment, exploration and development expenditure net of allowances and accumulated depreciation and
amortization. While most such assets can be directly attributed to individua! segments the carrying amoust
of certain assets used jointly by two or more segments is allocated to the segments on a reasonable basis.
Segrment liabilities consist principally of accounts payable, employee entitlements, accrued expensas,
provisions and borrowings, Segment assets and liabilities do not include deferred income taxes.

Segment revenues, expenses and result include transfers between segments. The prices charged on
itersegment transactions are the same as those charged for similar services to outside parties of the
economic entity at arm’s length. These transfers are eliminated on consolidation.

The economic entity has the following three business segments:

» Australian exploration division is involved in the exploration and production of oil, gas and condensate
through its operations in the Canning Basin of Western Australia. Crude oil production recovered from
s operations is principally sold in Australia.

» European exploration division is involved in the identification, exploration and extraction of coal bed
and coal mine methane in France and italy in Europe.

»  Australian Remediation Process is involved in the removal of commercial liquid spills from water or
fand and its subsequent recovery for future commercial reuse.




The directors are of the opinion that the key differences in the economic entity’s accounting policies
which will arise from the adoption of IFRS are;

The economic entity currently determines the recoverable amount of an asset on the basis of
undiscounted net cash flows that will be received from the assets use and subsequent disposal. In terms of

pending AASB {36 Impairment of Assets, the recoverable amount of an asset will be determined as the
higher of fair value less costs to self and value in use. It is likely that this change in accounting policy will
fead to impairments being recognized more often than under existing policy.

Because the AASB Standard is in draft format only at this point in time it is not possible to respond about
it effect on exploration and evaluation costs.

Currently, the economic entity adopts the liability method of tax-effect accounting whereby the income
tax expense is based on the accounting profit adjusted for any permanent differences. Timing differences
are currently brought to account as either provision for deferred income tax or future income tax benefit.
Under the Australian equivalent to 1AS |2, the economic entity will be required to adopt a balance sheet
approach under which temporary differences are identified for each asset and lability rather than the
effects of the timing and permanent differences between taxable income and accounting profit,

Pending standard AASE 138: Intangible Assets requires that costs associated with research be expensed in
the period in which they are incurred. In terms of current policy, research costs are capitalized to the

statement of financial position where it is expected beyond reasonable doubt that sufficient future benefits
will be derived so as to recover these deferred costs.

2. REVENUE

Cperating Activities

- Safes revenue 1,044,265 958,998 - -

- Interest received from other parties 20,393 12,028 2065418 191,332

- Administration fee # - - 72,600 60,000

- Other revenue 102,364 13,574 80,325 [£,293

# The Parent Entity provides management,

accounting, clerical and administrative

services to the controtled entities §,167,022 984,600 357,743 262,625

Non-operating Activities

- Proceeds on disposal of property,

plant & equipment - 564,602 - 347,272
- 564,602 - 347,272

Total revenue §,167,022 1,549,202 357,743 609,897




3. LOSS FROM ORDINARY ACTIVITIES

Loss from ordinary activities before income
tax has been determined after:

{A)Y EXPENSES
Cost of sales 909,600 721,183 - -

Borrowing costs:
- Other persons 2,404 15,197 2,404 15,197

Total borrowing costs 2,404 15,197 2,404 15,197

Depreciation of non-current assets
- Plant and equipment 216,661 214,669 10,065 79,858

Total depreciation 216,661 214,669 10,065 79,858

Amortisation of non-current assets

- development expenditure “ 27,000 - -
- Qil spill remediation 26,000 26,000 - -
Total amortisation 26,000 53,000 - -

Write-down of exploration and
development costs

- Development - 382,195 - “
- Exploration - 127918 - 11,763

- 510,113 - 1,763
Forgign currency losses 8,655 17,543 - -

Bad and doubtful debes

- Wholly-owned subsidiaries - - 194,451 292,492
Total bad and doubtful debts - - 191,451 292,492
Site restoration provision 86,532 168,772 - -
Government royalties 3,376 27,395 - -



3. LOSS FROM ORDINARY ACTIVITIES (CONT'D)

{B) REVENUE AND NET GAINS
Net gain (loss) on sale of current assets
- Property, plant and equipment

4. INCOMETAX

The prima facie tax (benefit} on loss from
ordinary activities before income tax is
reconciled to the income tax as follows:

Prima facie tax on loss from ordinary
activities before income tax at

30% {2002: 30%)

Tax effect of permanent differences
Tax effect of timing differences not
brought to account

Losses not brought to account
Recoupment of prior year tax losses
not previously brought to account

Income tax expense/{benefit} attributable
to loss from ordinary activities before
income tax

Future income tax benefit arising from tax

losses of a controlled entity not brought o
account at balance date as realisation of the
benefits is not regarded as virtually certain.

This future income tax benefit will only be obtained if:

- (884,145) - (921,474
(166,448)  (604,636) (11,707)  (450,299)
7,907 88 107 88
158,541 188,515 111,600 117,226

- 416,033 - 332,985
1,363,788 1,472,845 1034709 1,275,024

a. future assessable income is derived of a nature and of an amount sufficient to enable the benefit to

be realised;

b. the conditions of deductibility imposed by tax legislation continue to be complied with; and

¢. no changes in tax legislation adversely affect the consolidated entity in realising the benefit.



3. CASH

Cash at bank

Total Cash

4. RECEIVABLES

Current

Trade debtors

Other debtors

Owing from controlled entities
Provision for doubtful debts

Total Current Receivables
Non-Current
Owing from controlled entities

Provision for doubtful debts

Total Non-Current Receivables

Australian dollar equivalent of amounts

in foreign

Currencies not effectively hedged:

Lnited States dollars LIS$76,046
(2003 US$61,705)

7. INVENTORIES

Crude oil stodks at cost
Consumables at cost

Total inventories

483,809 507,072 471,711 501,987
483,809 507,072 471,711 501,987
106,567 92,554 . .
109,512 82,179 10,642 12,546
216,079 174,733 10,642 12,546
- - 2221691 2,030,240

. - (2221691) (2,030,240
106,567 92,554 - -
55,990 20,787 ; )
26,676 34,690 . -
82,666 55477 - -




8. OTHER ASSETS

CURRENT
Prepayments 30,000 7,321 12,000 2,276

NON-CURRENT

Deferred company formation and

share issue expenses. 347,924 347,924 347,924 34794
Accumulated amortisation {347,924) {347,924) {347,924) {347,924)

9. OTHER FINANCIAL ASSETS

NON-CLURRENT
Investments at cost comprising:

- Unlisted shares- controlled entities 10 (z) - - 444,090 444,000
- Provision for diminution on unlisted shares - - {444,090} {364,000)
- - - 80,000

10. CONTROLLED ENTITIES
COUNTRY OF PERCENTAGE OWNED (%)
IN-CORPORATION 2004 2003

{2} Controlled entities and their contribution to
consolidated loss
Parent Entity:
Kimberley Oil NL Australia - -
Subsidizries of:
Kimberiey Oil NL:

- Terratek Drilling Tools Pty Lid Australia 100 100
- Kimberley Oil Remediation Pty Ltd Australia 100 100
- Oteo Oil Py Ltd Australia GO 0

Note: Kimberley Oil NL acquired all the issued capital of Otro Gil Pty Ltd on the 18 March 20604 under a
Share Sale Deed. Otto Qil Pty Ltd, holds EP 42B(formerly AP 6/97-8) and Application for Petroleum
Exploration Permit 5/97-8. (refer Note 20}



1. PROPERTY, PLANT AND EQUIPMENT

Land and buildings . - - -
At directors valuation 2002 - - - -

Total land and buildings - - - -

Plant and equipment

-At cost 104,711 98,923 61,264 55,756
-Broome facilities -~ At directors valuation 2002% 2,006,000 2,000,000 - -
-Production assets - At directors valuation 2003#% 500,600 500,000 - -

2,604,741 2,598,923 61,264 55,756
- Accumulated depreciation (404,847 {188,1848) (36,859 (26,786)
Total property, plant and equipment 2,199,864 2,410,737 24,413 28,970

(2) MOVEMENTS IN CARRYING AMOUNTS

Movement in the carrying amounts for plant and equipment between the beginning and end of current
financial years.

PLANT AND TOTAL

EQUIPMENT

Economic entity

-Balance at the beginning of the year 2,416,737 2,410,737
-Additions 5,788 5,788
Write-offs - -
-Revaluations - -
~Disposals - -
-Depreciation expense {216,661 {216,661)
Carrying amount at the end of the year 2,199,864 2,199,864
Parent entity:

-Balance at the beginning of the year 28,970 28,970
-Additions 5,508 5,508
~Disposals - “
Depreciation expense (10,065} (10,063)
Carrying amount at the end of the year 24,413 24413

*Directors reassessed the carrying value of the Broome facilities {storage tank & pipeline) and resolved that
the written-down book value as at 30 June 2004 properly reflects its fair value given its likely usage and longer
term prospects.

# Other production plant and equipment assets with an original value of $442,934 were also reassessed by
the directors who resolved that the written down value as at 30 June 2004 of $425,000 (previous written
down value $500,000) properly reflect their fair value.

This value is being recovered from crude oil production over the next five years of field operations.



12. EXPLORATION AND DEVELOPMENT EXPENDITURE

Exploration expenditure costs carried forward in respect of areas of interest in:

-Pre-Production:
-Explioration and evaluation phases - at cost

Opening balance 2,129,155 2,069,309 1,026,887 936,909
Expenditure incurred 383,160 187,764 364,477 168,741

Written off - (127,9:8) - {11,763)
Closing bafance 2,512,315 2,129,155 1,391,364 1,026,887
~Production:

-Development expenditure - at cost

Opening balance (1.811,085) 1,986,972 - -
Expenditure incurred - 206,308 - -
Less written off - (382,195 - -
Closing balance 1,811,085 1,811,085 - -
~Accurnulated Amortisation

-Development expenditure

Opening balance (1,818,155 (1,784,085) - -
Expensed during the period - {27,000) - -
Closing balance (1,811,155 (1,811,085 - -
Net Development & Production Costs 2,512,315 2,829,155 1,391,364 §,026,887

The ultimate recoupment of costs carried forward for exploration and evaluation phases is dependent on the
successfud development and commercial exploitation or sale of the respective mining areas.

13. INTANGIBLE ASSET

Oil spill remediation technology 260,600 260,000
-Accumulated amortisation {52,000} {26,600}
Total Intangible Assets 268,000 234,000

14. PAYABLES AND ACCRUALS

Trade creditors and accrued expenses 406,121 337262

108,366

92,210

Total Payables 406,121 337,262

108,366

92,210




I15. PROVISIONS

CURRENT
Employee benefits
Other

Total Current Provisions

NON-CURRENT
Site restoration costs — production operations
Total Non-Current Provisions

(2) Aggregate employee benefits liability

(b} Number of employees at year end

29,285 11,615 29,285 1,685
29,285 11,615 29,285 1,685
797,648 711,116 - -
797,648 711,116 - -
29,285 11,615 29,285 1,685
8 8 8 8




16. CONTRIBUTED EQUITY

(2) ORDINARY SHARES

113,496,364 {2003: {01,496,364)
fully paid ordinary shares 10,153,958 9,557,958 10,153,958 9,557,958

At the beginning of the reporting period 9,557,958 9,879,058 9,557,958 9,879,058

Value of shares issued during the year

1,800,000 shares on 2 July 2002 - 154,800 - 154,800
350,000 shares on 26 July 2002 - 30,100 - 30,100
7,760,000 shares on 3 January 2002 - 194,000 - 194,000
-$2,000,000 shares on 8 Ccrober 2003 660,000 - 600,600 -
- Less issue costs (4,000} - {4,000) -
At reporting date 10,153,958 9,557,958 10,153,958 9,557,958
No. No. No. No.
At the beginning of period 161,496,364 91,586,364 101,496,364 91,586,364

Shares issued during year

-2 Jufy 2002 - 1,800,000 - 1,800,000
-26 July 2002 - 350,000 - 350,000
-3 January 2003 - 7,760,000 - 7,760,000
8 October 2003 12,000,000 - 12,000,000 -
At reporting date 113,496,364 101,496,364 113,496,364 101,496,364

Details of shares issued during the period:

{t) In October 2003 the company issued 12,000,000 ordinary shares at 5 cents each under Subseription
Agreements to raise $600,000 in working capital.

Ordinary shareholders participate in dividends and the proceeds on winding up of the parent entity in
proportion to the number of shares held.

At shareholders meetings each ordinary share represents one vote when a poll is called, otherwise each
shareholder has one vote on a show of hands.



16. CONTRIBUTED EQUITY

(b SHARE OPTIONS

At the beginning of the

financial year 1,060,000 1,960,600 - - 2,900,000
- Issued during the year - - 2,750,600 2,750,000 5,500,600
- Expired or cancelied

during the year - - - - -

At reporting date 1,060,000 §,900,000 2,750,006 2,750,606 8,400,006

The following options were issued or exercised during the financial year ended 30 June 2004.

On 8 December 2003 the company issued 2,750,000 Series A Director options at an exercise price of 10
cents each on or before 28 Novernber 2008 and 2,750,000 Series B Director Options at an exercise price of
7.5 cents on or before 28 November 2006.

No options were exercised or cancelled during the year ended 30 June 2004,

At balance date there were 1,000,000 cutstanding unlisted ESOP Options to acquire ordinary shares on or
before 31 March 2005 at an exercise price of 20 cents, 1,900,000 outstanding unlisted ESOP Options to
acquire ordinary shares on or before 23 May 2007, 2,750,000 outstanding unlisted Director Series A Options
to acquire ordinary shares on or before 28 November 2008 and 2,750,000 outstanding unlisted Director
Series B Options to acquire ordinary shares on or before 28 November 2006.

The company established the Kimberley Oif NL Share Option Incentive Plan in 2000.The board in its zbsolute
discretion may invite eligible participants to join the Plan based on its assessment of the prospective
participant’s contribution to the performance of the group.The total number of Shares to issue upon exercise
of Options subject to the Plan at any time, together with any other shares which may be issued under, or which
are the subject of, any other of the company’s employees share or option incentive schemes, shall not represent
more than five per centum of the number of the shares on issue in the company at the time of the issue of the
options under the Plan. The terms and conditions applicable to options granted will be as determined from time
to time by the board in its absolute diseretion at the time of the grant of the option’s and options may be
granted upon different terms and conditions to those applicable to any other options granted.

17. RESERVES

Asset revaluation reserve

Opening balance at beginning of the financial year 2,560,000 2,180,000 - -
Additions - 500,060 - -
Transfers as a result of disposals - (180,000; - -

Closing balance at the end of the financial year 2,560,000 2,560,000 - -




18. ACCUMULATED LOSSES

Accumulated losses at the beginning of the

financial year (7.599,456)  (5.764,002) {8,009,123) (6.508,126)
Transfer from reserves - (186,600) - -
Net loss attributable to the members of

the parent entity (554,823 (2615454 {372,356)  (1,500,997)
Accumulated losses at the end of the financial year (8,154,279 (7.599.454) {8,381,479) (8,009,123)

i9. CASH FLOW INFORMATION

(2) RECONCILIATION OF CASH
Cash at the end of the financial year as shown in
the statement of cash flows is reconciled to items
In the statement of financial position as follows:

Cash at bank 483,809 507,072 471,711 501,987
(b} RECONCILIATION OF CASH FLOW
FROM OPERATIONS WiITH LOSS FROM
ORBINARY ACTIVITIES AFTER INCOME TAX
Loss from ordinary activities after income tax (554.823) {2,015,454) {372,356)  {1,500,997)
Non-cash flows in loss from ordinary activities
Depreciation of Non-Current assets 216,661 214,668 10,065 79,858
Amortsation of Non-Current assets 26,000 53,600 - -
Provision for restoration 86,532 108,772 - -
Exploration expenditure write off - 510,113 - 11,763
Profit on sale of fixed assets - (66.420) - (29,094
Loss on sale of fixed assets - 950,565 - 950,565
Changes in assets and liabilities
(increase}/decrease in trade receivables (41,346) 364 1,904 16,294
Increase/(decrease) in trade and
other creditors 26,035 {159,425) (26,672} (73,125)
{(increase}/decrease in other current
assets/prepayments {22,679 {7.329) (9,730 {2,270)
(increase}/decrease in inventory (27.189) (24,784 - -
Increase/(decrease) in provisions 60,494 12,962 331,949 311,651
Exploration and development costs (383,160) {394,072) {364,477 {161,741}
Cash Flows From /{Used in} Operations (613,475) {817,032) (429317 {337,691}

{c} NON-CASH FINANCING AND INVESTING ACTIVITIES

Kimberley Oil NL acquired Otto Oil Pty Ltd for Nil cash on 18 March 2004, Based on an agreernent executed
with the former shareholders of Otto Gil NL there may be a requirement to issue shares in the future.

{refer Notes 10 and 20}.



19. CASH FLOW INFORMATION {CONT'D)

{a) CREDIT STANDBY ARRANGEMENTS WiTH BANKS

Credit facility — bank overdraft 250,000 250,060 250,000 250,000
Amount utilised - - - -

Urused credit facility 250,000 250,060 250,000 250,000

Bank Overdraft
The banlc overdraft facility is arranged with an Australian banl with general terms and conditions being set
and reviewed annually. Interest rates are variable and subject to adjustment.

20. CONTINGENT LIABILITIES

(2) Upon grant of Exploration Permits; to replace Application Permits 5/97-8 and 6/97-8, the parent entity is
required to issue 150,000 shares in Kimberley Gil NL, for each Application Permit, to the former
shareholders of Otto Oil Pty Led. A total of 300,000 fully paid shares.

(b} IfYuleroo-2 is not spudded before the date on which Australian Petroleum Exploration Permits are
granted for Application Permits 5/97-8 and 6/97-8 the parent entity is required to issue a further 200,000
shares in Kimberfey Oil NL to the former shareholders of Otte Oil Pty Ltd in two equal parcels of
$00,000 each on the date they are granted.

{c) By agreement with Heritage Petroleumn plc the company has the right to earn up to 753% interest in three
coal bed and coal mine methane licences located in France. Reimbursable sums are payable upon grant of
the tenements on terms and conditions entirely satisfactory to the company (Conditions Precedent):

1) Blueu Lorraine, France - #17.000 — granting of the tenement is pending.

2) Gaz de St Gardanne, France - 17,000 — granting of the tenement is pending.

3) Gaz de Saint Edenne, France - 17,000 — granting of the tenement is pending.

The Company has issued a bank guarantee for £10,000 in favour of Heritage Petroleum plc current to 20
February 2005 to secure the reimbursable sums,

Remuneration of the auditor of parent entity:

- auditing or reviewing the financial report
and any other entity in the economic entity 19,700 16,500 £9,700 16,500
- other services 2,382 2,131 2,382 2,131

Total Auditors Remuneration 22,082 18,631 22,082 18,631




REVENUE

The consofidated entity’s business segments operate geographically as follows:

Europe  Coal bed and coal mine methane exploration activities in France and ltaly.
Australia  Oil and gas exploration & production activities and oil spill development in Western Australia.

In presenting information on the basis of geological segments, segment revenue is based on the geological
location of customers. Segment assets are based on the geographical location of the assets.

External segment revenue - - 1,167,022 1,549,202 1,167,022 1,549,202
Total segment revenue - - 1,167,022 1,549,202 1,167,022 1,549,202
RESULTS

Segment results - - {554,825 (2,015,454 (554,825} (2015454}
Profit (loss) from ordinary

activities before income tax - - {554,825 (2,015,454 (554,825} (2015454}
-Income tax expense - - - - - -
Net profit/{loss) - - {554,823 (2,015454) (554,825} (2,015,454
Depreciation and amortisation - - 376,441 329,193 376,441 329,193
Exploration expenditure written off - - - 510,113 - 516,113
Sale of noa-current assets - - - 564,602 - 564,602
Other non-cash segment assets - - - 944,557 - 944,557
ASSETS

Segment assets 257,226 39636 5475507 5478859 5732733 5518495
Total assets 257,226 39,636 5475567 5478859 5732733 5518495
LIABILITIES

Segment liabilities 6,208 - 1,226,846 1,059,993 1,233,054 1,659,993
Total liabilities 6,208 - 1,226,846 1,059,993 1,233,054 1,659,993
Acquisition of

non-current assets 257,226 39,436 125,934 61,830 383,160 101,466

Accounting policies relating to segment reporting are contained within the notes to the Financial Statements.



Kimberley O NL has an arrangement, with Tyndall Superannuation Ltd (Trustee), as a participating employer
under the Trust Deed, whereby it nominates those employees for whom superannuation is to be provided.
The fund is registered as the Optimum Superannuation Master Plarn and is a complying superannuation fund.

Eligible employees are invited to join the Fund and are entitled to varying benefits on retirement, disability or
death. The end benefit is determined by the members’ accumulation of contributions and earnings of the fund.
The economic entity makes contributions to the fund currently at the rate of 9% of gross salaries and wages
for those employees who have applied to join. The company has no other liability to the Trustee other than
the remittance of the superannuation contributions.

The economic entity also makes contributions to other unrefated funds on behalf of other employees who by
their own choice have nominated alternative funds to receive the superannuation contributions.

These contributions are legally enforceable in Australia.

Notes to schedule of employee share option plans:

I. The Kimberley Qil NL Employee Share Option Plan {“Incentive Plan™) is restricted to the issue of that
numnber of options which equal 10% of the total number of listed ordinary shares in the company from
time to time. The options are to be issued at an exercdise price of the average market price of the shares
during the 5 trading days prior to the date of grant of the options, or such greater price as the board
determines. In circumstances where prior shareholder approval is required, the price shall be such price
as is specified in the relevant notice of meeting. The exercise period is the period commencing on the
date of grant of the option and ceases on the expiry date. The expiry date is the date 5 years after the
date of grant of the options, unless a period of shorter duration is determined by directors. Eligible
persons may only exercise Options granted to them during the exercise period. Options are fully vested
from the date of grant.

2. 2002 Director Options were issued pursuant to shareholder approval in general meeting in May 2002,
No further 2002 Director Options may be issued. The option exercise price is $0.20 each. The options
are exercisable at any time on or prior to the date which is 5 years after the date of the meeting to
approve the grant of the options.

3. Series A and Series B Director Options were issued pursuant to shareholder approval in general meeting
in Novemnber 2003. The exercise price of the options was set out in the notice of general meeting and is
10 cents and 7.5 cents each for Series A and Series B Director Options respectively. The Series A
Director Options are exercisable at any time on or prior to the date which is 5 years after the date of
the meeting to approve the grant of the options. The Series B Director Options are exercisable at any
time on or prior to the date which is 3 years after the date of the meeting to approve the grant of
the options.

4. Except in prescribed circumstances, all options lapse on the day that is 20 business days after the
termination of employment or office of the optionholder.

The market value of shares under these options at 30 June 2004 was $0.070 (2003: $0.015}.
No options were exercised during the year (2603:Nil).

No amounts have been recognised in the financial staternents of the company and consolidated entity in
relation to the employee option plans maintained by the company.

During the period a total of nil {2003:2,000,0600) employee options lapsed as a consequence of
termination of employment of employees holding options as at the beginning of the period.
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The company’s policy for determining the nature and amount of emoluments of board members is as follows:

The remuneration structure for executive directors is based on a number of factors, including length of
service, particular service of the individual concerned, and overall performance of the company. The
remuneration structure for non-executives is determined by the members.

The group seeks to emphasize payment for results through providing bonus reward schemes, specifically, the
incorporation of incentive payments through the issue of options. The objective of the reward schemes is to
both reinforce the short and long term gozls of the company and to provide a common interest between
management and shareholders. The incentives were granted to directors on 28 November 2003.

Remuneration of specified directors during the financial year is shown in the following table:

A | Flavelte 2004 61,533 - 7,500 6,124 39,005 - 114,159
2003 19,150 - 15,606 3,038 - - 37,188
A McClure 2004 - 52,441 - - 39,005 - 91,446
2003 - 17,459 3,756 338 - - 21,547
TV Willsteed 2004 - - 17,500 1,575 29,253 - 487328
2003 - - S 77 466 - - 5,643
R F Reiser 2004 - - - - - - -
2003 52,781 - - 4,750 - - 5753
D G Gellady 2604 - - - - - - -
2003 19,998 - - - - - 19,998
Total Specified 2004 61,533 52,441 25,000 7,696 107,263 - 253,933
Directors 2003 91,929 17,459 23,927 8,592 - - 141,907

TV Willsteed was appointed z director on 26 November 20602
R F Reiser resigned as a director on 22 November 2002
D G Gellady resigned as a director on 22 November 2002

Although options granted in the financial year are classified as remuneration as necessitated by reporting
requirements, their primary purpose, is not to bestow a remuneration benefit, but rather to provide an
incentive that will encourage individual performance. The valuation of such options is notional as explained in
Note 25.

Optons and rights over equity instruments granted as remuneration:

Options granted during the year

A | Flavelle 1,060,000 §,060,000 2,000,000
A MeClure 1,060,000 £,000,000 2,000,000
TV Willsteed 750,000 750,000 1,500,000
Total 2,750,000 2,750,000 5,500,600




Notes;

i, Series A and B Director Options were issued pursuant to shareholder approval granted at the annual
general meeting held on 28 November 20603,

2. Series A Director Options have an exercise price of 1§ cents each and may be exercised by the holder on
or before 28 Novemnber 2008.

3. Series B Director Options have an exercise price of 7.5 cents each and may be exercised by the holder on
or before 28 Novemnber 2006.

4. Further details, including grant dates and exercise dates regarding options granted in the current financial
year and prior years to specified directors and employees are set out in this note.

5. There were no other options issued during the financial .year.

Exercise of options granted as remuneration

There were no shares issued during the reporting period due to the exercise of options previously granted as
remuneration.

Option Hoidings

The movement during the reporting period in the number of options over ordinary shares in Kimberiey Qil
NL held, directly, indirectly, or beneficially, by each specified director, including their personally-related entities,
as follows:

A | Flavelle 1,060,000 2,060,000 - - 3,000,000 3,060,000
A} MeClure 1,060,000 2,060,000 - - 3,006,000 3,060,000
TV Willsteed - 1,560,000 - - 1,506,600 £,500,000
Total 2,000,000 5,500,000 - - 7,500,000 7,500,000

No options held by specified directors are vested but not exercised.

Valuation of options

The options granted to specified directors and disclosed in the above table were approved by shareholders at
the Annual General Meeting held on 28 November 2003.

Detzils of the options are set out in the section headed” Options and the rights over equity instruments
granted as remuneration”. The options have been valued by reference to the Black Scholes options pricing
method, based on the following assumptions”

Share price at date of grant 28/ 1/2003 $0.070

Exercise price $06.10 and $0.075
Risk Free rate {Australian 10 years Bond Rate) 501%

Volatility (Annuzlised) | 53%

Time (years} to expiry 5 and 3 years respectively
Dividends received during life of options Nil

Discount on value per option for non negotiability 2 30%




MNotes;

I. In assessing the expected volatility of the underlying shares it was determined that historical trading data
that took account of changes in the nature of the company’s business interests, was likely to be the best
predictor of future experience. Accordingly, the volatility factor adopted is an annualized volatility factor of
52.9% derived from the movement in the weighted average monthly share price for the company during
the 12 months to August 2004,

2. Given the Options are not listed and cannot be transferred except in limited drcumstance a discount
factor has been applied for “non-negotiability” of 30%.

Equity instruments and transactions

The movement during the reporting period in the number of ordinary shares in Kimberley Oif NL held, directly,
indirectly, benefically, by each specified director, including their personafly-related entities is as follows:

A § Flavelle 193,600 - - - . 193,000
A § McClure 120,752 - - - - 120,752
TV Willsteed - 1,136,060 - - - £,136,000

Loans and other transactions with specified directors

I, Transactions with the directors and director related entities of Kimberley Oil NL and the economic entity:
Kimberley Cil NL paid $52,441(2003 $17,459} to Anthina Holdings Pty Ltd a company controlled by
A | McClure (a director} in respect of corporate consulting services provided to the economic entity, on
normal commerdial terms and conditions.

There were no loans outstanding at the reporting date and no loans made during the reporting period to
specified directors.

Other transactions with the Company or its controlied entities

There were no other transactions with specified directors or their personally refated entities.




Transactions with controlled entities in the wholly owned group:

i Kimberley Oil NL makes unsecured zdvances repayable on demand to its wholly owned subsidiaries,
Terratek Drilling Tools Pty Ltd totaling $1 14,511 {2003: $234,699}; Kimberley Oil Remediation Pry Ltd
totaling $76,940 {2003: $57,793) and Otto Ol Pry. Ltd $Nil {2003 $Nil}.

i Kimberfey Oil NL charges administration fees of $72,000 {2002: $60,000} to a controlled entity for the
provision of management, administrative, accounting and clerical services.

iit. Kimberfey Oil NL charged interest of $185,091 {2003: $179,304) to controlled entities at commercial
rates on the average monthly balances outstanding on unsecured loans.

. Kimberiey Qil NL charges a 15% overhead cost against exploration expenditure excluding cash payments.

v. Kimberley Oil NL paid $42,858 (2003: $Nil} to Heritage Petroleum ple a company of which A | Flavelle is
a director. The reimbursable sum was paid in accordance with the terms of a farm-in agreement executed
on |7 April 2003.

a. Kimberley Oil NL is the parent entity of the economic entity.

27. EARNINGS PER SHARE

{a) RECONCILIATION OF EARNINGS TO NET PROFIT OR LOSS
Net loss (554,823)  (2,015,454)

Loss used in the calculation of basic EPS (554.823) (2015454

{b) Weighted average number of ordinary shares outstanding
during the year used in cafculation of basic EPS 113,217,675 97,677,239

Loss per share

Diluted EPS is not shown as it would resuit in an improved position.



{a} TERMS, CONDITIONS, AND ACCOUNTING POLICIES

The economic entity's accounting policies, including the terms and conditions of each class of financial asset,
financial liability and equity instrument, both recognised and unrecognised at the balance date, are as follows:

{i} Financial Assets

Cash represents cash on

Ordinary shares

recognised at the amount
paid-up

Cash Assets 5 hand ard at bank with
financial institutions. All
cash is carried at nominal
amounts.
Receivables - Trade & Trade receivables are carried | Credit sales are
and Qther at nominal amounts due less normally on 30
any provision for doubtful day terms.
debts. A provision for
doubtful debts is recognised
when tollection of the full
nominal amount is no longer
payabie.
{ii} Finoncial Liabilities Liabilities are recognised for | Trade liabifities
Payables and accruals 14 amounts to be paid in the are normally
future for goods and settled on 45 day
services received, whether terms.
or not billed to the
consolidated entity.
Interest Bearing The interest bearing liabilites | Interestis charged
Liabilities are carried at the principal at the bank's
amount. Interest is charged benchmarl rate.
as an expense as it accrues.
(it} Equity 16 Ordinary share capital is Details of shares

issued are set out
in note i7.




2004

{} Financial Asset
Cash 483 809 . 433,809 438%
Receivables - 328,745 328,745 N/A
Total Financial Assets 483 809 328,745 812,554
{ii) Financial Liabilities
Trade creditors & accruals

- 389,759 389,759 N/A
Interest bearing labilities - - - N/A
Total financial liabilides - 389,759 389,759

2003

{#} Financial Asset
Cash 567,072 - 507,072 3.95%
Receivables - 174,733 174,733 N/A
Total Financial Assets 567,072 174,733 681,805
{ii) Financial Liabilities
Trade creditors & accruals

- 322,815 322815 N/A
Interest bearing labilities - - - N/A
Total financial liabilides - 322,815 322815

(b) NET FAIRVALUES OF FINANCIAL ASSETS AND LIABILITIES

The aggregate net fair values of financial assets and financial liabilities, at the balance date, are approxdmated by
their carrying value as represented on the Statement of Financial Position.

(¢) CREDIT RISK EXPOSURES

This economic entity’s maximum exposure to credit risk at balance date in refation to each class of
recognised financial asset is the carrying amount, net of any provision for doubtful debts, of those assets as
indicated in the statement of finandal position.

The registered office of the company is:
Kimberley Oif NL

Suite 12b, 573 Canning Highway

Alfred Cove Western Australia 6154 AUSTRALIA

Telephone: +61 8 9330 9121, +61 8 9330 8876 Fax: +61 8 93306 88%6
E-maik koil@iinet.netau Website: www.kimberleyoil.com.au



DIRECTORS’ DECLARATION

The directors of the company declare that:

The finandial staternents and notes, as set out on pages 17 to 45 are in accordance with the Corporations
Act 2001;

(a) comply with Accounting Standards and the Corporations Regulations 2001; and

(b} give a true and fair view of the financial position as at 30 June 2004 and of the performance for the
year ended on that date of the company and economic entity.

In the directors’ opinion there are reasonable grounds to believe that the company will be able to pay its
debts as and when they become due and payable.

This declaration is made in accordance with a resolution of the Board of Directors.

On behalf of the Board

ALAN ] FLAVELLE ~ Executive Director

DATED at PERTH this 30 Seprember 2004



KIMBERELY OIL NL
ABN 75 075 768 655
AND CONTROLLED ENTITIES

INDEPENDENT AUBDIT REFORT TG THE MEMBERS OF
KIMBERLEY OIL NL. AND CONTROLLED ENTITIES

SCOre
The financial report and directors” responsibility.

The financial report comprises the statement of financial position, statement of financial
performance, statement of cash flows, accompanying notes to the financial statements, and
the directors’ declaration for Kimberley Oil NL {the company) and the consolidated entity, for
the vear ended 30 June 2004. The consolidated entity comprises both the company and the
entities it controlied during that vear.

The directors of the company are responsible for the preparation and true and fair presentation
of the financial report in accordance with the Corporations Act 2601, This includes
responsibility for the maintenance of adequate accounting records and internal controls that
are designed to prevent and detect fraud and error, and for the accounting policies and
accounting estimates inherent in the financial report.

AUDT APPROACH

We conducted an independent audit in order to express an opinion to the members of the
company. Qur audit was conducted in accordance with Australian Auditing Standards, in
order t¢ provide reasonable assurance as to whether the financial report is free of material
misstatement. The nature of an audit is influenced by factors such as the use of professional
Judgment, selective testing, the inherent Himitations of mternal control, and the availability of
persuasive rather than conclusive evidence. Therefore, an audit cannot guarantee that all
material misstatements have been detected.

We performed procedures to assess whether in all material respects the financial report
presents fairly, in accordance with the Corporations Act 2001, including compliance with
Accounting Standards and other mandatory financial reporting requirements in Australia, a
view which is consistent with our understanding of the company’s aad the consolidated
entity's financial position, and of their performance as represented by the results of their
operations and cash flows.

We formed our audit opinion on the basis of these procedures, which included:

. examining, on a test basis, information to provide evidence supporting the amounts
and disclosures ia the finaacial report; and
. assessing the appropriateness of the accounting policies and disclosures used and the

reasonableness of significant accounting estimates made by the directors.
While we considered the effectiveness of management’s internal controls over financial
reporting when determining the nature and extent of our procedures, our audit was not
designed to provide assurance on internal controls.

INDEPENDENCE

In conducting our audit, we followed applicable independence requirements of Australian
professional ethical pronouncements and the Corporations Act 2001.
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AUDIT OPINION
In our opinion, the financial report of Kimberley Oii NL is in accordance with:
a. the Corporations Act 2001, iacluding:

1. giving a true and fair view of the company’s and consolidated entity’s
financial position as at 30 June 2084 and of their performance for the year
ended on that date; and

i complying with Accounting Standards in Australia and the Corporations
Regulations 2001; and

b. other mandatory professional reporting requirements in Australia.

INHERENT UNCERTAINTY REGARDING CONTINUATION AS A GOING CONCERN
AND THE CARRYING VALUE OF INTANGIBLE ASSET

Without qualification to the opinion expressed above, attention is drawn to the following matters:

As a resull of the matters described in Note 1(n), the ability of the company fo continue as a going
concern is dependent upon the success of the various capital raising initiatives being undertaken
by the directors and the continued support of sharcholders. Consequently, there is uncertainty
whether the commpany will be able to continue as a going concern and therefore whether it will be
able to pay its debis as and when they Tall due and realise its assets and extinguish its ligbilities in
the normal course of business and al the amounts stated in the financial report.

Included in the Statentent of Financial Position under the description of Intangible Asset is the o1l spill
technology owned by a subsidiary, Kimberley Oil Remediation Pty Ltd, which has a written down
value of $208,000. The recoverable amount of the oil spill technology 1s dependent upon:

(a) The sbility of the company to raise further capital to fund the costs of future research and
development; and

(b) The successful commercialisation of the technology; or

{£) The sale of the asset for at least book value.

The outcome of the above points cannot presently be determined, as such, there is uncertainty as to the
ultimate recoverable amount of the oil spill technology in Kimberley Oif Remediation Pty Lid.

HALL CHADWICK MICHAEL J HILLGROVE
CHARTERED ACCOUNTANTS PARTNER

Dated at Perth this 30" day of September 2004.




SHAREHOLDER INFORMATION

ADDITIONAL INFORMATION FOR LISTED PUBLIC COMPANIES —AS AT 28 SEPTEMBER 2004

. Total number of shares on issue 113,496,364
2. MNumber of shareholders No.
Total registered £,383
Hoiding less than a marketable parcel 420
3. Distribution of shareholders No.

1 - 1,000 103

[,6G1 - 5,000 247

5001 - 10,000 287

10,0001 - 100,000 548

06,060 or more 198
4. Hoidings of 20 largest shareholders No. %
Evenlen Pey Ltd 5.000,060 441
Dragonlyn Pty Ltd 3,000,060 2.64
Mr. Shane Bach 2,200,060 1.94
Travelly Pty Ltd 2,000,060 1.76
Mr. Bruce C Richardson & Mrs.Anita T Richardson 1,908,100 |.48
Odyssey International Pry Lid 1,500,060 1.32
PYNC Pty Ltd 1,500,060 1.32
Mr. Thomas Forsberg 1,450,000 .28
DCream lnvestments Pty Ltd 1,404,275 .24
Fortune Australia Pty Ltd 1,380,060 .22
Mrs. Mary E Austin 1,370,000 .21
Mr. Grahame Austin 1,205,060 1.06
Mr. Francesco Meduri 1,168,784 1.03
Patermat Pty Lid 1,136,060 1.00
Mr. Mark S Broad 1,115,060 0.98
Clova Holdings Pty Ltd [,115,060 0.98
Mr. Inderjit Pal Singh Jaiswalpo 1,090,063 0.96
Meduri Enterprises Pty Ltd Meduri Super Fund 1,052,060 0.93
Crownace Pty Lid 1,060,060 0.88
Dragonlyn Pey Ltd 1,060,060 0.88
32,594,162 28.72

5. Voting rights
I. OCna poll

The holder of each ordinary share shall have full voting rights of one vote for each share held.

4. On a show of hands:

The holder of ordinary shares shall be entitled to one vote regardiess of the number of shares held.

7. Buy-backs

There is no on market buy-back in effect and no buy-baclc is currently envisaged.
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