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Directors' Report

Your directors submit their report for the year ended 3¢ June 2005,

DIRECTORS

The names and details of the company's directors in offive during the financial vear and wntil the date of this roport are az follows.
Mr Derek Carter Chairman, Non-Executive Director Appointed 24 October 2003

Mr Lloyd Taylor Non-Executive Director Appointed 22 March 2004

Mr Richard Bonython Non-Executive Director Appointed | Mareh 2004

My Richard Hillis Non-Executive Director Appointed 1 Murch 2004

Mr Simon O'Loughlin Non-Fxecutive Director Appoiniad 24 October 2003

Names, quatifications, experience and special responsibilities

Derek Carter, BSc, MSe, FAuwIMM(CP) (Chairman, Non-Execntive Direcior)

Derek Carter has over 31 years experience in exploration and mining geslogy and managernent. He held senior positions in the Shell
Cironp of Companies and Burmine Eimited before founding Minotaur Gold NL where he was Managing Director for 7 years, He was
Managing Director of Minotaur Resources Lid from February 2000 until its restroctore when he became Managing Director of Minotaur
Exploration Ltd in February 2005, He is also a board member of Mithrit Resources Lid and the Australian Gold Council end chigirs the
Council’s Investisent Group; is former President, and current Vice President of the South Australian Chamber of Mines and Frergy and
is 8 Member of the South Australian Resources Development Board and the South Australian Minevals and Petrolomn Bxperts Groap.

Lloyd Tavier, PhD MAICD (Non-Executive Director)

Lloyd Taylor holds a doctorate in geoclogy and geophysics from the University of Sydney. He has twenty seven yours exploration and
production experienee with Woodside Petroleun Lid, Shell International, Santos Lidt and Fletcher Challenpe Bnergy 1td. During the Iast
thirteen years he has been responsibie for general management and leadership of o1l and gas business operations in Australia, Papua New
Guinea, USA, Unitad Kingdom, Canada, Indonesia, Brunei and New Zealand. Most recently hie held the role of Chairman and Munsging
Director of Shell New Zealand. Prior to that he was the Chief Operating Officer of Fletcher Challenge Energy Lid. Lioyd is the Chairman
of Core CoHaborative, an Australian based Asla/Pacific energy Indusiry consulting nerwork. He Is 4 member of the Australian Institate of
Company Directors,

Rickard Bonythen, BAgSc (Non-Executive Director)

Richard Bonython has over 40 years experience in the building, consiruction, rural and mining exploration industries. In the Iust 10 vears
he has primarity been involved in the mining industry and has been influential in the formation and uitimate Bsting of several mining
exploration groups. He &s chefmman of Hindmarsh Resources Ltd and & director of Minotaur Exploration Lid and Mithri] Resources Lid.
He is a member of the Company's audit commities,

Richard Hillig, BSe, ARSM, PhD {Non-Executive Director}

Richard Flillis is the Stae of South Australia Professor of Petrolenm Geology and Mawsen Professor of Gealopy and Genphysics at the
University of Adelaide. His research espertise in the arca of subsurface sfresses within the crust and fhelr Impact on petrolenm
exploration-related issnes such as welbore stabilify, fracthure stimulation and sebsurface fluid Hew. He has undertsken 30 consaiting
projects for 16 oil companies, primarily in the area of subsurface stresses and has taught industry professionat short courses on the
sishject in Australia, Tapan, Vietnarn, Brunei and the United Kingdom. Richard, who has authored or co-authoredt 80 soientific papers and
adited two books, heads o research group at the University of Adclaide, which includes post-doctoral and PRD students, ressarching
crustal stress.

Simon O'Loaghlin, BA Acc (Nen-Exgoutive Director)

Simon O'Loughlin is a legal practitioner with over 25 years experience as a corporate and commersial soficitor. He has had extemive
invelvement in the mining industry, especially in relation to the formation, strucharing and listing of small to medivm sized resources
companies. He is a past chairman of the Taxation Institute of Australia (SA Division}.end is currendly & nop-exevitive director of Living
Cell Technologies Lid, WCP Diversified Investinents Lid and Hindmarsh Resowrees Lid, al} of which are histed on the ASX, Heiza
member of the Company's audit commitice
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Directors’ Report continued

COWMPANY SECRETARY

Donald Stephens, BAcc, FCA
Donald Stephens is a Chartered Accountant and corporate adviser with over 20 years experience inn the accounting industry, inclhuding 14
vears as a partner of HLB Mann Judd Stephens, 2 firm of Chartered Accountants, He is a nom-executfve dircctor of Mithril Resources Lid
and Papyrus Ausiralia Tid and is company secretary to Minotaur Exploration Lid, Mithril Resources Lid and Redport Lad. These
companies are all listed on the ASX. He helds other directorships with private companies and provides corporate advisory serviess to a
wide range of organisations. He is a2 member of the Company's audit committes,

Inferasts in the shares and options of the company and related bodies corporate
As at the date of this report, the Interests of the directors in the shares and options of Petrathenn Lud were:

. Cptions over
Ordinary Shares or d;i];t}ary Shares
Brerek Carter H0.00G 1,200,000
Eloyd Tayloer 300,000 480,000
Richard Bonython ZHLO00 508,500
Richard Hillis : 20,000 300,000
Simon O*Loughlin 100,000 250,000

Refer to note 20 to the financial statements for further details,

OPERATING RESULTS
The operating loss for the consolidated entity after income tax for the year ended 30 fune 2005 amonnted 10 5380924,

EARNINGS PER SHARE Cents
Basic earnings per share {5
Biihuted earnings per share (8.9}
DIVIDENDS

No dividends were paid or declared since the start of the financial year. No recommendation for payment of dividends has been made,

NATURE OF OPERATIONS AND PRINCIPLE ACTIVITIES

The principat activides during the year of entities within the consolidated entity were;

M Test hot rocks, specifically granitic and hydrothermal iron oxide systerns, with kigh temperatures;
M Eslablighing an economically viable, emission free, renewable souree for power generation,

There have been no significant changes in the nature of those activities during the year,
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Directors’ Report continued

30 JUNE 2005
OPERATING AND FINANCIAL REVIEW

Group Overview

On the 27¢h of July 2004, the Company listed on the ASX following the successiul completion of a $4,000,000 public offering. Minotaur
Resources Tnvestments Pty Lid, a whelly-owned subsidiary of Minotaur Exploration Lid. is & substantial shareholder of the company
{42.86% interest).

The Company held $2,575,000 net cash raserves at 30th of June 2003, The Company was active in exploring three project areas in South
Augtralia for hot rock geothermal energy. These are Ferguson Hill (GEL 158}, Callabonna {GBL 157 and GELA 179} and Paralana (GEL
156, GEL 178 and GEL 180).

Puring the period geological and geophysical studies identified a number of potendally favourable terrains for hot rock power geacration
in areas close te regional mining centres and other infrustructure sites in Austrntia, Using Pewatherm’s predictive model, imermalionsl
areas of potential hot rock prospectivity have been sereened and 4 number of favourable terrains and targets identified,

Exploration commenced on two project areas during the period. Geophysical surveys were initiafed at Paralana and (allabonna to help
determine the best sites for geothertnal drill evaluation, At Paralana dewn hole temperature measurements of recent dritling by mineral
explerers also demonstrated elevated temperature gradients, consistent with the presence of significant thermal apemaly in the srea.

il preparations were concluded for both project areas and in January 2005 Petratherm's malden hot rock evalustion well was spudded
at Parafana. Shallow temperature logging of the upper cased portion of Paralana | confinned a high omperalure gradient congsistent with
target models. However, the deilling operation encountered unstable hole conditions and the hole was stopped short at 306m.

In view of the preblems encountered with PParalana 1 a much larger capacity drilling rig, able to manage the unstable hole conditions by
drifling witl a weighted mud system, was sourced to complete the hole to fhe original tavget depth of 300-600m, With the availability of
a larger vapacity rig, drilling of the Callabenna Hot Rack Target (GEL 1537} 70 km north of Paralana was moved forward in the drilling
schedule.

In May 2003 the Company was successful in obtaining a $140,004 South Australian Government "Plan For Accelerating Exploration™
(PACE) grant to support the drilling of its geothermal evaluation well at Calfabonna.

Beyond the reporting period, in August 2005 the Callabonna geothermal evaluation well was successfully drifled to 6935 metres. The
hole (Yerila-01) recorded an exceptionally high femperature gradient of 68 degrees per kilomeire, one of the highest gradienis recorded
in Anstralia. This supports the Company's inftial model for locating shallow geothermal resources in excess of 22{ degrees centigrade at
around 3.5 kilometres depth. As such, Yerila-1 marks a breakthrough in the evelution of the hot rock industry fowards 2 business model
pased on the identification and evaluption of prospective thermal regimes closer to markets and infrastructure, with atiandant reduction in
project Tisk and Hmproved total energy supply economics. Re-drilling of the Paralana geothermal evaluation well commenced
September 20085,

Risk Management

The group takes & proactive approach to risk management. The Board is resp(}nsibie for ensuring that risks, and aiso opportunities, are
identified on a timely basis and that the group's objectives and activities are aligned with the risks and opportunities identified by the
Board.

The greup helieves that it is crucial for all Board members (o be a part of thiz process, and as such the Board has not established a
separate risk management committee.

The Boerd has & number of mechanisms in place to ensure that management's objectives and activities are aligned with the risks \
identified by the Bourd, These include the following:

B Board approval of a strategic plan, which encompasses the group's vision, mission and strategy statements, designed to meet
stakeholders needs and manage business risk.

®  Implementation of Board approved operating plans and budgets and Bourd mositoring of progress sgainst these budgets, including
the establishment and monitoring of performance iridicatnm bath of a financial and non-financial nahme.

SIGNIFICANT CHANGES IN THE STATE OF AFFAERS

As indicated in the Opesating and Financial Rewew Petratherm Lid listed on the Australian Stock Exchange following the successfl
 Initial Public Offering of 20 million shares at 20 cents, resulting in $4 million of initial capital.

3
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Directors' Report continued

30 JUNE 2005

SIGNIFICANT EVENTS AFTER THE BALANCE DATE

No matters or circumstances have arisen since the end of the financial year which significantly affected or may sigmificantly affect the
operations of the company, the results of those operations, o the state of affairs of the company in future financial vears.

LIKELY DEVELOPMENTS AND EXPECTED RESULTS

The consolidated entity expects to mainain the present status and level of eperations and hence there ars no Ekely developments in the
entity's pperations.

ENVIRONMENTAL REGULATION AND PERFORMANCE

The entity is aware of Its responsibiiity w impact as little as possible on the cavironment, and where thare is any distarbance, to
rehabilitate sites. During the period under review the majority of work carried oul was in Sonth Australia and the entity followad
procedures and pursued objectives in line with guidelines published by the Seuth Anstralian Governmenr, These guidelines are quie
detailed and encompass not only the impact on owners and land users, heritage, health and safety and proper restoration practices. The
entity supports this approach and is confident that it properly monitors and adheres fo tuese objectives, and any local conditions
applicable, both in South Australia and elsewhere,

SHARE OPTIONS

Unissued shares
At the date of this report, the follewing aptions to acquire ordinary shares in the company were on fssuer

issue Date Expiry Date Exercise Balance at fszued during Balance at
Price I July 20404 Year 34 Jume 2005
25/43/2004 247032009 5020 7,500,000 - 7,500,000
G5/04/2004 04/04/200% 020 2,600,000 - 2,800,800
27/67/2004 26/07/2009 %020 - 2,000,000 2,800,000
2840712004 2HOF2000 $0.20 - 650,000 £50,000
22/08/2004 23/08/2009 $0.32 - 40,000 40,000
16/12/2004 15/12/2009 $0.32 - 33,000 500008
10,100,000 - 2744.600

INDEMNIFICATION AND INSURANCE OF DIRECTORS AND OFFICERS

To the extent permitted by law, the Company has indemnified (fully insured) each directer and the secretary of the Company for s
premium of $35,586, The liabilities insured include costs and expenses that may be curred in defending civil or eriminal proceedings
{that may be brought) against the officers in their capacity as officers of the Company or a related body, and any other payments arising
trom Habilities incured by the officers in connection with such proveedings, other than where such Habilities arise 0wt of conduct
invelving a wilfil breach of duty by the officers or the improper use by the officers of their pesition or of information to gain advantage
for themselves or someone else or to cause detriment to the Company.

REMUNERATION REPORT
"Fhis report oullines {he remuneration arrengements in place for directors and senior executives of Petratherm 148,

Remuneration philosophy

‘The Board is responsible for determining remuneration policies applicable to ditectors and senior cxecutives of the entity. The bread
policy Is to ensure that remuneration properly reflects the individuals® duties and responsibifities and that remmuneration is competitive n
aitracting, retaining and motivating people with appropriate skills and experience. At the fime of determining remuneration consideration
is given by the Board to the entity's financial performance.

Employment contracts

The employment conditions of the Chief Excentive Officer, Mr Peter Reid, are formalised in a confract of ermplovment. Mr Rejd
commenced employment on 27 July 2004 and his hase salary is $120,000 plus statifory superannuation coetribution of 9%. The
Company may terminate the employizent coatract without cause by providing three {31 months written nofiee or mzking payment in Hen
of notice, based on the annual salary component. Termination payments are generally not payable on resignation or dismissal for serfous
misconduct. In the instance of serious misconduct the Company can terminate employment at any Hime. :
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Directors’ Report continued

30 JUNE 2005

Director remuneration for the year ended 30 June 2005

. Primary benefits Post Fmployment Eguity Tuotal
Salary & Fees  NonMonetary  Superanmuation  Retirement  Options
benefits

Derck N Carter

2005 © 27,500 - 2475 - . 29,975
Lloyd Taylor :

2005 10,417 - 14,563 - - 24,984
Richard M Bonyihon

2005 20,438 - 4,542 - - 24,984
Richard Hillis

2005 22,917 - _ 2,063 - - 24,588
Skmon O'Lounghlin

2005 22,017 - 2,663 - - 24,985

Remureration of execufives for the year ended 30 June 2005

Primary benefits Post Employment Equity Total
Salary & Fees  Non Monetary  Superanmuation  Retirement  Options
henetits
Peter Reid
2005 132,128 - 1,001 - 36,448 158,656

Options granted as part of remuneration for the year ended 36 June 2005

Grant date Number Date Vested  Fair valseper  Exercised  Toral fair value % of
Granted option atgrapt . Number remuneration
date
Peter Reid 28 Juby 2004 400,000 28 July 2004 £0.8911 - 36,444 2257%

At the time of issue, the value of the options using the Biack-Scholes option pricing model, which takes accoun of Tactors
including the option exercise price, the current fevel and volatility of the undeslying shere prive, the rsk-free interest rafe,
expected dividends on the underlying share, current market price of the urderlying share and the expected life of the option,
was $0.0911 per option.

DIRECTORS' MEETINGS

The numbers of meetings of directors held during the yeur and the number of meetings attended by sach director were gs follows:

irectors*

Meatings
Number of meetings held: : g
Number of meetiags attended:
Derek Carter §
Lloyd Taylor 8
Richard Bonython 3
Richard Hillia g
Simon OLoughlin 8
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Directors' Report continued
3G JUNE 2005

Committee membership
An andit commitiee was established in June 2605, There were no meetings of the andif committee held prior to the 33 June 2003,

Members acting on the audit committee of the Board were:
Richard Bonython

Simon O'Loughlin

Donald Stephens

PROCEEDINGS ON BEHALF OF THE COMPANY
No person has applied for leave of Court to bring proceedings on behalf of the Company or intervene in any proceedings fo which the
Company is a party for the purpose of taking responsibility on behalf of the Company for 2ii or any part of thosg proceedings.

The Company was not & party to any such proceedings during the year,

AUDITOR INDEPENDENCE AND NON-AUDIT SERVICES

The board of directors is satisfied that there was no provision of non-audit services during the year, and that 2l services were compatible
with the general standard of independence for auditors imposed by the Corporations Act 2001,

The auditors’ independence declaration for the year ended 30 June 2005 has been received and can be found on page 9 of the directors’
report.

AUDITORS' INDEPENDENCE
The auditors’ independence declaration for the year ended 38 June 2005 has been received and can be found on page 9.

Signed in accordance with a resolution of the board of directors,

LLET

Derek Carter

Chairman

i
Dated fhis 3© day of September 2005,



Grant Thornton &

£hartered Accountants and Business Advisers

AUDITOR’S INDEPENDENCE DECLARATION

In accordance with the requirements of section 307C of the Corporations Act 2001, as lead
auditor for the audit of Petratherm Ltd for the vear ended 30 June 2005, | declare that, 1o the
best of my knowledge and belief, there have been:

(@) . no contraventions of the auditor independence reguirements of the Corporations
Regulations 2001 in relation to the audit; and

(b} nocontraventions of any applicable code of professional conduct in relation 1o the audt,

GRANT THORNTON
CHARTERED ACCOUNTANTS

.

S AY
Part

Datedthis 30  day of Godmdbesr 2005

Lavel 1

67 Creanhill Road

Wayville SA 5034

GPO Bax 1270

Adelaide 54 BOOL

DX 275 Acelaide

T1{08 8372 6646

F I8} 8372 6677

E infe@gtse com.au

W www granithormion.com.au

A South Austrafias Farnersi -
A Kemmer of Grant Thoreton Aseociation ke,

The: Austratian Member of Grant Tharnton Intersational

FAARPatrethern Lid 05.000
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Corporate Governance Statement

"The board of directors is respongible for the corporate governance of Petrathenm Litd (the Company) and s controlled entity (MNG) Pay
Lud). Summarised in this statement are the main corporate governance practices that bave been developed by the board and were in place
at the end of the financial year.

Bonrd Responsibilities

The board of directors is accountable to shareholders for the performance of the Group and has an overall responsibility for s
operations. Day o day management of the Group's affairs and the implementation of the corperate strategy and policy inttiatives are
formally delegated by the board o the Chief Executive Officer. .

The key responsibilities of the board inchade:

M Developing the strategic direction and related ohjectives for the Group and monitering management performance in the
achievement of these objectives.

Adonting budgets and monitoring ¢he financial performance of the Group,

Reviewing the performance of (he managing director.

QOverseeing the establishment and maintenance of adequate internal controls and effective monitoring systems.
Ensuring all major business risks are identified and effectively managed.

Ensuring that the Group meets its legal and dtatutory obligations.

Chief Executive Officer and Company Secretary Beclaration to the Board of Directors

The declaration made by the Chief Execative Officer and the Company Secrefary to the board with regard to the integrity of the
Company’s financial report is founded on a sound system of risk management and internal compliance and control which implemeonts the
policies adopted by the beard. The Comipany's risk management and internad cormpliance and control system s operating efficiently and
effectively in all material respects.

Board Compesition

At the date of this statement the board consists of five non-executive directors, Mr D Carter, who is also chairman of the board, MrlL
Taylor, Mr R Hillis, Mr R Bonython and Mr § O'Looghlin. Mr Tayler, Mr Hillis and Mr O'Loughlin have no other muterial relationship
with the Company or it subsidiary other than their directorships. Messrs Carter snd Bonython are directors of Minotanr Exploration Lid
which is the beneficial holder 0f 42.9% of the issued capital Petratherm Ltd. The comypany therefore has dwee independent directors as
those relationships are curremtly defined.

The board considers this to be an appropriste composition given the size and development of the Group at the prosent time. The names
of directors including details of their qualification and experience are set out in the Directors’ Report of this Arnmual Report

The composition/membership of the board is subject to review in a number of ways, as outfined below:

B The Company's constitution provides that at every Annual General Mesting, one third of the directors shell retire from office but
may stand for re-election.

B  Board composition is also reviewed periodically ¢ither when a vacancy arises or if it is considered that the board would benefit
from the services of a new divector, given the existing mix of skills and experience of the board which shonid match the srategic
demands of the Group. Once it has been agreed that a new director is to be appointed, a search would be undertaken, sometimes
using the services of external consulfants, Nominations are subsecuently received and reviewed by the board.

Board Remuneration
The maximum aggregate annual remuneration which may be paid to non-executive divectors is cumrently $300,300. This cannot be
increased withoud approval of the Company's shareholders.

Remuneration: of the non-executive direciors is reviewed and approved by the board,

Conflicts of Interest

In accordance with the Corporations Act 2001 and the Company's constitution directors ymust keep the board advised, on an ongoing
basis, of any interest that could potentially conflict with those of the Compdny, Where the board belleves that a sigaificant conflict exists
the director concerned does not receive the relevant board papers, is not present at the mesting whilst the itern Is considered and wkes no
part in any decision.

10



"~
Petratherm Ltd - Annual Report

Corporate Governance Statement continued

Director and Segior Management Dealings in Company Securities

The Company's constitution permits divectors 10 acquire securitics in the company, however Company policy prohibits directors and
senior management from dealing the company's securities at any time whilst in possession of price sensitive information and for 24 hours
after:

8 Anymajor arnouNCements
M The release of the Company's annual financial results to the Australian Stock Exchange; and
M The Annual Generat Meeting.

Directors must advise the Chairman of the board before buying or selling securities In the Company, All such transactions are reported
to the board. In accerdance with the provisions of the Corporations Aet and the Listing Rules of the Australian Stock Exchange, the
Company advises the Exchange of any transaction conducted by directors in seeurities in the Commany.

Board Committecs

The board of directors takes ultimate responsibility for corporate govermanee including the fusctions of:
Fstablishing compensation arrangements of its chief executive officer and its senior exeanives and officers
Appointment and refirement of non-executive directors

Appointment of auditors

Arens of Business Risk

Maintenance of Efhical Standards

The board of directors seeks independent professional advice as necessary in carrying out thelr dutics and respongibilities.

The board sstablished an audit coramittee in June 2003 comprising two directors of the company, Mr Richard Bonython and Mr Simon
(’Loughlin and the company secretary, Mr Donald Stephens. As at the reporting date no meetings of the aedit commitiee had been held,
The committes will he responsible for reviewing the integrity of the Company's financial reporting and overseeing the independence of
the external suditors,

External Awditor Attendgace at Aanual General Mecting
An external awditor attends the Company's Annual General Meeting and is available to anywer questions from shareholdas on the
auditors’ report and the conduct of the audit,

Contginzons [Hselosure

The Company has a policy that all sharehoklers and investors have equal aceess to the Company's information. The Chalrman ensures
that il price sensitive information is disclosed to the ASX in accordance with the continuous disclosure requirements of the
Corporation's Act and ASX Listing Rules. The Company Secretary has primary responsibitity for all comnmnications with the ASX,

Code of Ethics
Directors, management and siafl are expected to perform eheir duties for the Group in a professional manner snd act with the nimost
integrity and objectivity, siriving uf 4] times to enhance the reputation and performance of the Group.

The Role of Sharcholders -
The board of direciors atms to ensure that fire shareholders are informed of all major developmenis affecting the Group's state of affairs.
Information is communicated to sharcholders as follows:-

8 The annuval report is distributed 0 all sharcholders funless a sharehiolder hay specificafly requested not fo receive the docoment);

8 The hal-yearly repore contains summarised financial information and a review of the operations of the Group during the period
{the financial report is sent to any shareholder who requests it);

M The ASX quarterly cash reports containing summarised financial information and a review of {)peratmﬁs of the group during e
periods;

M Notices of al meetings of sharcholders;

All information disclosed to the ASX is posied on the company's web site www.petratherm.com an.

Departures from ASX Corporate Governance Council "Principles of Good Corperate Governance snd Best Fractice
Recommendations”

In a rumber of instances the Company has departed from the various recommendations as sef out in the “Principles of Good Corporate
Govemance and Best Practice Recommendations™ released by the ASX Corporate Governance Council, This is primarily dus to the size
of the Company sud the nature and scope of its operatlons and the cost banefit of adopting such roeommendations, These departures and
reasons for departure are as follows: :

M There have been no formal disclosures of poiwlcs or processes. (iven the involvement of all five direstors it is net mmiéered thst
formal policies or processes are yet required adiprinciples are followed.

®  The board has formed an audit committes which will formulate the objectives and responsibilities for fhat commities. No other
committees have heen established. As previously noted this is because of the size of the Company and the involvemant of the board
in the operations of the company. The board takes ultimate responsibility for these matters,

Il
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Statement of Financial Performance

YEAR ENDED 30 JUNE 2005 Notes CONSOLIDATED PARENT ENTITY
2605 2004 2005 2064

$ § $ $

REVENUE FROM ORDINARY ACTIVITIES 146,353 - 146,218 -

Depreciation and amertisation expenses 3 {4,288} . - -

Salaries and employee benetits expense ) (196,413) - {128,807 -

Esxploration expenditure 3 {54,455 - - -

Other expenses from ordinary activities 3} (272,693} - (64,968} -

PROFITALOSS) FROM ORDINARY ACTIVITIES BEFORE

INCOME TAX EXPENSE 386,924y - (48,642) R

INCOME TAX EXPENSE 4 - - - .

PROFITHLOSS) FROM ORDINARY ACTIVITIES AFTER

INCOME TAX EXPENSE (380,924} - {48,647}

NET PROFITHLOSS) ATTRIBUTABLE TO MEMBERS OF

PEYRATHERWM LTD 15 {380.924) - {48,647} -

TOTAL CHANGES IN EQUITY OTHER THAN THOSE

RESULTING FROM TRANSACTIONS WITH OWNERS AS

OWNERS ATTRIBUTABLE TO MEMBERS OF

PETRATHERM LTH {380,924} - {48,841} -

Basic carnings per share {cents per share) 18 {1.1} -

Diluted esrnings per share {cents per share) 33 €093 -

The Statemnent of Financial Performance is ta be read in conjunctinn with the Notes to the Financial Statements.

12
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Statement of Financial Position

30 JUNE 2605 Notes CONSOLIDATED PARENT ENTHITY

2085 2604 2085 2004

$ $ $ §

CURRENT ASSETS
Cash assets 2,676,150 6,820 2A497338 i
Receivables 5 134,04 - 1,088,593 -
Orher 8 26,366 - 18,240 -
TOTAL CURRENT ASSETS 2,836,557 6,820 3,524,171 1
NON-CURRENT ASSETS
Property, plant and equipment 9 13,984 31,086 - -
Exploration and evaluation costs 10 881,341 402,732 - -
(iher financial assets 6 - - 3a0.800 JO0.008
TOTAL NON-CURRENT ASSETS 805,825 - 405 818 300,080 309 OG5
TOTAL ASBETS 3,726,382 412,633 3.814.171 300,001
CURRENT LIABILIFIES
Payables 1 7,703 112,637 26,262 -
Provistons 12 47,652 - - -
TOTAL CURRENT LIABILITIES 254,755 112,637 25,262 -
TOTAL LIABILITIES 245,755 - 20,262 -
NET ASSETS 3,473,627 300,001 3,803,500 300,001
EQUITY
Contributed equity 13 3,852,551 300,001 3,852,551 300,001
Retained profits/{Josses) 14 {388,924 - £48,642) -
TOTAL EQRITY 3,471,627 300,001 3,863,900 300,001

The Statement of Finsocial Position is to be read in conjusnction with the Notes 1o the Finsncial Swatements.
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Statement of Cash Flows

YEAR ENDED 30 JUNE 2005 Notes CONSOLIDATED PARENT ENTITY

2005 2004 2005 2604
$ $ $ $

CASH FLOWS FROM OPERATING ACTIVITIES

Payments to suppliers and employees {440,816} - (208024}

Enterest received . 129 8542 - 128,842

NET CASH FLOWS FROMAUSED IM) OPERATING

ACTIVITIES E3(x} £311,8145 - {71,182}

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property, plant and equipment (16,248} - -

Pavments for exploration activity (526,795 - -

Loans to wholly-cwned subsidiary - - {336,479

Loans from/{10) reloed parties 819 6,819

Purchuse of controlled entity {net of cash acquired) 1500) §27,882) - {27,533

NET CASH FLOWS FROMAUSED TN} INVESTING

ACTIVITIES {377,486} 6,219 984,831}

CASH FLOWS FROM FINANGING ACTIVITIES

Proceeds from issucs of ordinary shares 4,560,000 i 4 804,800

Payment of share issue costs {447 4583 - {447 450)

NET CASH FLOWS FROM/(USED INY F[NANCIN(}

ACTIVITIES . 3,552,550 i 3552550

NET INCREASBEADECREASE) IN CASH HELD 2,663,330 6,820 1497337

CASH AT THE BEGINNING OF THE YEAR 5,818 - i

CASH AT THE END OF THE YEAR 15(b} 2,676,156 £,820 2,497,338

The Statement of Cash Flows is to be read in conjunction with the Notes to the Financial Statements,
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Notes to the Financial Statements

36 JUNE 2005
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

{2) Basis of accouuting

The financial report Is a general purpose Hnacclal report which hias been prepared in accordance with the requivemnents of the
Corporations Act 200} which includes applicable Accounting Standards. Other mandatory professional reporiing requirements {Urgerst
Issues CGroup Consensus Views) have also been complied with,

The financial report has been prepared {n accordance with the historical cost convention and on an accrual basis and do not teke i
sccount changing money values or current valuations of non-current assets. Cest is based on the fafr values of the consideration given in
exchange for assers. The accounting policies have been consistently applied, unless otherwise stated.

Petratherm Lid is alisted public company, incorporated and domiciled in Austeatia.

£b) Changes In accounting poficies

As the Company is reporting its inaugural results, it is the first year in which the ascounting policies have heen apphied. Accordingly,
there have been na changes in accounting policies.

{€) Principles of consolidation

The consolidated financial statements are those of the consolidated entity, comprising Petratherm Ltd {the parent entity) and all entitics
which Petratherm Ltd controlied from time to time during the year and at balance date,

Information from the financial statements of subsidiaries is included from the date the parest compuny obiains control uniil such fime a8
control censes, Where there is loss of control of a subsidiary, the consclidated fnancial statements include the resulis for the part of the
reporting period during which the parent company has control,

Subsidiary acquisitions are accounted for using the purchase method of accounting.

The firancial statements of subsidlaries are prepared for the same reporting period as the parent eniity, using consisierd accounting
pelicies. Adjustments are made to bring into line any dissimilar accounting polieles which may exist.

All intercompany balances and transactions, including onrealised profits arising from inwa-group transactions, have been eliminsted in
full. Unrealised losses are climinated unless costs cannot be recovered,
{d) Cash and cash equivalents

€Cash on hand and in banks and short-terns deposits are stated &t nominal vatue.

For the purposes of the Statement of Cash Flows, cash inclades cash on hand snd in banks, and money market investments readily
conveztible to cash within 2 working days, net of outstanding bank cverdrafis.

Bank overdrafis are carried at the principal amount. Interest is charged as an expense as # accrues.

{¢) Receivables

Trade receivables are recognised and carried at original invoice amount less a provisien for any uncolleciable debis.  An estmats for
doubiful debts s made when collection of the full amount is no longer probable. Bad debis are wiitten-off as incurred.

Receivahles from related parties sre recognised and carried at the nominal amount due,

Interest is taken up as income on an accrual basis,

{{} Recoverable Amount

Men-current asseds measored using the cost basis are nof carried ar an amount gbove thelr recoverable amount, and where a carrying
value exceeds this recoverable amount, the asset s wr:tzen down.

13
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Notes continued

30 JUNE 2003

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {cont'd)
{2} Property, piaat and equipment

Cazt basis

All classes of property, plant and equipment are measured at cost.
Depreciation

Depreciation is provided on a straight line basis on all property, plant and equipment.

Major depreciation rates used for each class of
depreciable asset are:

- Plant & Equipment 11 - 40%

{h) Lxploration and evalaation costs

- Costs carried forward

Corts arising from exploration and evaluation actividies are carried forward provided such costs wre expected to be recouned through
successtul development, or by sale, or where exploration and evaluation activities have not, at reporting date, reachad a stage fo allow a
reasonable assessment regarding the existence of economically recoverable reserves.

Gramis mrd subsidies are offset against costs as incurred.

Costs carried forward in respect of an area of interest that is abandoned are written off in the year in whick the decision fo ghandon is
made,

(i} Payables
Liabilities for trade creditors and other amounts are carmied at cost which is the fair value of the consideration o be paid in the fnwe for
goods and services recetved, whether or not hilled to the consolidated entity.

Payables to related parties are carried at the principal amount. Enterest, when charged by the lender, is recognised as an expense on an
accrual basis,

() Interest-bearing liabilities

AH loans are measured af the principal amount. Interest is charged as an expense as it acorues,

(k) Cantributed equity
1ssued and paid up capiial is recognised at the fuir value of the consideration received by the company.

Any transaction costs arising on the issne of ordinary shares are recognised direetly in eguity as a reduction of #ie share proceads
received.

{D} Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the entity and the revenue can be teliably
measured.

Interest is recognised when the entity has control of the right to receive the interest payment.
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Notes continued

30 JUNE 2005
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {confd)

{m) Taxes

Tax-effect accounting is applied using the Hability method whereby income fax iz regarded as an expense and is calenisted on the
aceoeniing profi affer allowing for permanent differences. To the extemt timing differences cecur between the time Hems are recognised
in fhe financial statements and when jtems are taken into acceunt in determining taxable income, the net related taxation benefit or
liability, calentated at current rates, is disclosed ag a future income {ax besefit or a provigion for deferred income tax. The net fature
income {ax benefit relating to tax losses and timing differences is not carried forward a3 an asset unless the henefif is virtually cortain of
being realised.

Goody and Services Tax (GST}
Revenues, expenses and assets are recopnised net of the amount of GST except;

B whers the GST incurred on a purchase of goods and services is not recoverable from the laxstion authority, In which case the GST
is recognised as part of the cost of sequisition of the asset or as part of the expense itew as applicable; and

B receivables and payables are stated with the amount of GST included.

The net amount of GST recoverable from, or payable to, the taxation austherity is incladed as part of receivables or payables in the
Stadement of Financial Position.

Cash flows are included in the Statement of Cash Flows on & gross basis and the GST component of cash flows arising from investing
and financing sctivitles, which is recoverable from, or payable to, the taxation authority are classified as operating cash flows,

Commilments and contingencies are disclosed net of the amount of GST recoverablie from, or payable to, the tmation anthoriny,

£n) Tax consolidation legisiation

Petrathenn 1.td and its wholly-owned Austratian controlled entity have not yet decided fo implement the tax conselidation legisiation as
of 1 July 2004, The Austratian Taxation Office has not yet been notified of any decision.

If the entily were to implement the tax consolidation legislation in the current or fisture reporting period, the consequence would be that
Petratherm Lid, as the head entity io the tax consolidated group, recogrises current and deferred fax amounts reluting fo ransactions,
events and halances of the wholly-owned Australian controBed entities in the group as if those transactions, ovents and balenees werg i5s
own, in addition to the current and deferred tax amounts arising in relstion to lis own transactions, evenis and balamoes, Amoumis
receivable or payable under an accounting tax sharing agreement with #he fax consolidafed entifies are recopnised separately as
tux-related amounts receivable or payable. Expenses and revenues arising under the tax sharing agreement are recognisad as a component
of income tax expense (revenue). The deferred tax balances recognised by the parent entity io refation to wholly-owned entitizs joining
the tax consolidaied group are measured based on their carrying amounts st the level of the tax consolidsted group before the
implementation of the tax consolidation regime.

There will be no mpact of the legisiation on the entity's hisforical carryving amounts of its deforred fax assets, as these have not been
recognised in the parent or consolidated entity financial statements.

17



- e e e e S
Petratherm Ltd - Annuai Report

Notes continued

30 JUNE 2005

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

{a} Employee benefits

Provision is made for employee benefits acoumulated as 2 result of employees rendering services up to the reporting date, These bhenefits
inclide wages and salaries, annual leave, sick leave and long service leave.

Liabilities arising in respect of wages and salaries, annual leave, sick leave and any other amployee beneflis expectad to be setiied within
twelve months of the reporting date are measured at their nominal amoums based on remunscration rates which are expected 1o be paid
when the liability is settled. All other employee benefit liabilities are measured of the present value of the estimated fisture cash outflow
to be made in respeet of services provided by emplovees up (o the reporting date.  In detormining the present valne of future cash
outflows, the market vield as at the reporting date on national government bonds, which have terms to maturity approximating the terms
of the related liability, are used.

Employee benefit expenses and revemmes arising in respect of the following categories:

W wages and salaries, non-monetary benefits, annual leave, long service Ieave, sick leave and other leave benefiis; and

W other types of emplovee benellts

ure charged against profits on a net basis in their respective categories.

The value of the equity-based compensation scheme described in note is Hot being recognised as an emplovee benefits exnenge.

{p) Earnings per share

Basic EPS is cafculated us net profit attributable to members, adjusted {0 exclude cosis of servicing equity (ofher than dividends) and
preference shave dividends, divided by the weighted everage namber of ordinary shares, adjusted for any bonus element.

Diluted EPS #s caleulated as net profit ateributable to members, adjusted for:

B cosis of servicing equity {other than dividends) and preference share dividends;

M the afier tax effect of dividends and interest associated with dilutive potential ordinary shares that have heen recomyised as
expenses; and

B gther non-diseretionary changes in revenues or expenses during the period that would resuli from the dintion of potential ordinary
shares; : '

divided by the weighied average number of ordinary shares and dilutive potential ordinary shares, adjusted for any bomus element.
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Notes continued
30 JUNE 2005
Notes CONSOLIDATED PARENT ENTITY
2085 2004 2005 2604
$ $ % $
2. REVENUE FROM ORDINARY ACTIVITIES
Revennes from operating activities
Interest received or receivable 146,383 - 146,218 -
Tatal revenues from ordinary activities 146363 - 146,218 "
3. EXPENSES AND LOSSESH{GAINS)
(2} Expenses
Diepreciation of non-curreni assets
~  Plant and equipment 4,286 - - -
Total depreciation of non-carrent assets 4,286 - - -
Exploration and evaluation costs
~ written off 34498 - - -
Total exploration and evaluation costs 54495 - - -
{b) Movement in provigions:
Pmployees annual leave 7811 - - -
Emplovees long service leave 16,369 - - -
17,386 - -
{c} Other Expenses from ordinary activities
Secretarial and professional fees 50,548 - - -
Occupancy costs 19,044 - - -
Share register maintenance 18,844 - 18,844 -
Insurance costs 384633 - 32,227 -
Promotion and adveriising 14,362 - - -
Service Charges 38,603 - - ;
Consulting fees 25,865 - - -
Travel expenses 18,188 - - -
Stock exchange fees 11313 - 1,313 -
Andit fees 12,568 - - .
Other expenses 23,180 - 2,584 -
272,093 . 64,968 -
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Notes continued

This future income eax benefit will only he obtained it

30 JUNE 2005
Notes CONSOLIDATED PARENT ENTITY
2605 2504 2008 2004
3 $ $ $
" 4. INCOME TAX
The prima facie tax, using tax rates applicable in the
country of operation, on profit and extreordinary iems
differs from the mcome tax provided in the financial
statements as follows:
Prima facie tax on profit from ordinary activities (134,277 - £14,593%) -
Add: Tax effect of
neon-altowable items 23,775 - 2,213 -
Less: Tax effect of
other deductible items (188,879; - {26,847} -
Income tax benefit attributabie to ordinary activities not
brought to account as the benefit is not virtually certain
of being realised. (278,581} - {35,227 -
Ineome tax losses :
Future income tax benefit arising from tax losses of &
controlled entity not recognised at reporting date as
reatisation of the benefit is not regarded as virtually
ceriain
- tirning differences at 30% {36,069} - 180,601 “
- tax losses at 30% 278,381 - 30237 -
248,512 - 148,828 -

{a) [fofure assessable income is derfved of a nature and of an amount sufficient fo enable the benefit to be reabised:

{b) the conditions for deductibility imposed by tax legislation continae to be complied with; amd
{¢) No changes in tax legislation adversely affect the consclidated entity in realising the benefit,

Tax eonsolidation

Petratherm Lid and its wholly-owned Australian controbied entity (MNGE Piy Lidy have not yet decided to implement the tax
consolidation legislation as of 1 July 2004. The Australian Taxation Office has not yet been notified of any decision, The accounting
policy relating to the possible implementation of the tax consolidation legislation Is sef out in nofe 1, fogether with the impact on the

come tax expense for the year,
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Notes continued

38 JUNE 2005
Nates CONBOLIDATED PARENT ENTITY
2065 2004 2005 2004
$ § $ $
5. RECENVABLES (CURRENT)
Trade debtors 5(hy 93,9348 - - -
Sundry debtors 3¢hy 39,843 - 24,563 -
Coods and Services Tax receivable - .
Amounig other than trade debts receivable from related .
parties: 5(w)
Wholiy-owned group
- controlied enfities - - - 9B4, 830 -
Other related partics
- Director related entity: Minotaur Exploration Lid 218 - - -
134,041 - 1.888,303 -
(») Fotal related party receivables
Wholly-owned group
— comrolled entities 2t - - 984,036 -
Other refated parties
~ Dirgetor related entity: Minotaur Exploration Ltd 23 118 - . .
218 - 584,836 -

{b) Terms and conditions
(i} Trade debtors are non-interest bearing and generally on 30 day terms,
(i} Sundry debiors and other receivables are non-interest bearing and have repayment terms between 30 and 90 davs.

6. QTHER FINANCIAL ABSETS
Sharcs in contrelled entities (MINGI 'ty Lid) - - 3484500

360,600

- - 308,000

360,000

The shares represent the investment in MNGI Pty Ltd, which is a private company and as such, the carrying amoont of the investsent is

at cost.

7. INTEREST IN SUBSIDIARIES

Name Country of Percenfage of aguity interest investment
incorporation held by the consolidated entity
2005 2004 20605 2004
% % $ $

MNGI Pty Fad Ausmalia 186 L 305,608 300 000

' 308,560 300,800
8. OTHER CURRENT ASSETS

Prepayments 11,164 - 3638 -
Crther current assols 15,203 - 158,282 -
: i 26,366 - 18,246 -

21
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Notes continued

30 JUNE 2005 Nates CONSOLIDATED PARENT ENTITY
2003 2064 prei 2004

$ $ $ §

9. PROPERTY, PLANT AND EQUIPMENT

TPlant & equipment

At cost - 18,276 3,086 - -

Accumulated depreciation {4,286} - - "

Total plant and equipment Ha) 13,984 3,086 - -

{2) Reconciliations

Reconciliations of the carrying amounts of property,
plant and equipment at the beginning and end of the
current financial ycar.

Plant and equipment

Balanes at the heginning of the period 3,886 _

Additions ' 15,184 3,086 - -

Depreviation expense {4,286} - - -
13,984 3086 - -

10, EXPLORATION AND EVALUATION COSTS

HExploration and evaloation costs carried Forward in

respect of mining arcas of interest

Pre-production .

— Exploration and evatuation phase 881 841 402, 732 . -
851,841 Y2 732 - -

The uliimate recoupment of costs carried forward for exploration and cvaluation phases is dependent on the suceessfiyd development and
commercial exploitation or sale of the respective mining areas. Amortisation of the costs carried forward for the development phass is
not being charged pending the commencement of praduction.

11, PAYABLES {CURRENT)

Trade creditors : 178,884 165,818 - -
Other creditors (a) 346809 6,819 28,242 -
' 207,703 112,637 26,262 -
{a} Total related party payables
Other related pargies
— Director related entity: Minotaur Resources Lid 21 - 6,519 - -

12.  PROVISIONS (CURRENT}
Employece bencfits _ 16 47082 - - -
47,082 - - -
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Notes continued

30 JUNE 2005

Notes COMNSOLIDATED PARENY ENTITY
2605 2804 2005 2084
$ $ $ 3
13, CONTRIBUTED EQUITY
(2) Issued and paid up capital
Crdinary shares fully paid 3,852,551 300,001 3,882,551 340,000
3,852,551 300,001 3,852,551 300,00
{b) Movements in shares on issue
2485 2084
Number of 5 Nomber of g
. shares shares
Beginning of the financial year 13,000,001 366,801 - -
Issued during the year _ -

— Shares issucd pursuang to Prospectus 20,664,000 4,600,800 15500007 300,001
less transaction costs - {447,450 - -
End of the financial year 35600,063 3882, 551 1560000 360,001

14, RESERVES AND RETAINED PROFITSHLOSSES)

Retained profits 14} £350,924) - {48,641 -
(a) Retained profits

Balance at the beginning of vear - -

Net profit attribueable to members of Petratherm Ltd {386,924} - {48 6471 -
Toial available for appropriation {386,924} - {48 54Ty -
Balance at end of year {384,524} - {48,842} -
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Notes continued

30 JUNE 2003 Notes CONSOLIDATED PARENT ENTITY
2005 2004 2005 2004
$ $ § $

15. STATEMENT OF CASH FLOWS

{8) Reconcillation of the net profig/(loss) to the net
cash flows from operations

Met profit/(loss) (388,924 - 48,642}
Non-Cash Htems

Depreciation of non-current assets 4,286 - - “
Changes in a9sets and Habilities

(Increase)decrsase in trade and other receivables {30,466) - {15205 -
{Increaseldecrease in prepayments {1L184) - {3,437 -
{Decrease)increase in trade and other creditors 59,342 - 26,262 -
{Increase}/decrease in withholding tax receivable £2,17%) - {2,175
{Increase)/decrease in net goods and services tax

receivable {22,388 - {22388 -
{Decrease)increase in employee entitlements 17,380 - - -
Wreite off of tenement costs (classified as an investing

activity} 54,495 - - -
Net cash flow from operating activities (311,814 - {7L182% -

(b} Reconcilintion of cash

Cash halance conprises:

- cash on hend _ - 2,670,156 6,820 1,497,338 i
Closing cash balance / 2.676,150 6 83} 2497338 i

(¢} Acquisition of Controlled Entity

Petratherm Ltd zcquired its subsidiary MNGT Pty Lid by purchasing [00% of the issued capital in exchange for 15,800,000 ordinary
shares. The detatls of the transaction are listed below:

$
Consideration
— Pair valie of shares issued J04,068)
3L
$
Net Assets of MINGI Piy Lid af acquisition date:
— tenement proeperties 351224
— payables {69,524
Net Assets acquired (excluding cash) 296,700
Shares issued {300,000)
3,360
Cash included in net assets acquired 3,300
Cash paid for the purchase of conerolled entity as reflected iu the consclidated staternent of cash flow Yr882
Represented by:
- gettlemment of payables {683,524}
— emnployee provision nndertaken 19872

— cash inchuded in net assets acquired i 3388
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Notes continued
30 JUNE 2005 Notes CONSOLIDATED PARENT ENTITY
2005 2004 2005 2604

- $ $ $

16. EMPLOYEE BENEEFTS

Employee Benefits

The agprepgate emplovee benefit HabiBty is comprised

of .

Accrued wages, salarfes and on costs 7375 - 7Y -

Pravisions {cuerent) 47052 . - -

34427 - 7,375 -

Employee Share Option Scheme

The Company has established the Pefratherm Ltd Eroployes Share Option Plan and 5 summary of the Rules of the Plen ara sof ont
helow: .

- All employees (full and part time) will be eligible to participate in the Plan after 2 qualifying period of 12 months employment by 2
member of {the Group, although the board may waive this requirement.

- Options are granted under the Plen at the discretion of the board and if penmitted by the board, may be issued o an employes's
neminee.

- Each option is o subscribe for one fully paid ordinary share in the Compamy and will expire 5 yoars from s date of lssue. An option
is exercisable at any time from its date of issue. Options will be issued free. The exercise price of options will be determined by the
board, subject tv a minimum price equal to the market valne of the Company's shares ot the fime the board rosolves W offer those
options. The total number of shares the subject of options issued under the Plan, when aggregated with issuss during the previous 3
years pursuant to the Plan and any other employee share plan, must not exceed 5% of the Companys issued share capial
- If, prior to the expiry date of options, a person ceases 1o be an employee of & Greup company for any reason ofher than retirement at
age 60 or more (vr sach earlier age as the board permits), permanent disability, redundancy or death, the options held by that persen {or
thel person's nominee) asutomatically lapse on the first 0 occur of a) fhe expiry of the period of & months from the date of such
occurrence, and by the expiry date. If a person dies, the options held by that person will be exercisable by thal person's legal personal
repregentalive.

-Options cannot be transferred other than to the legal personal representative of a deceased option helder,

<Fhe Company will not apply for officia] quotation of any options.

-Shares Issued as a result of the gsercise of options wilf rank eqﬁaiiy with the Company's previcusly issued shares.
-Optionholders may only participate in new issues of securities by first axercising their options,

-Fhe board may amend the Plan Rules subject to the requirements of the Listing Rules.

Information with respect to the number of aptions granted under the share option plan is as Rollows:

2005 2004
Number of tﬁi%ﬁteed Number of ave:yi%:i:fcf se
options exercise f;rice options agpnce
~ granted during the year 494 408 $.22 - -
Balance at end of yesr 1645} 450,604 §.22 - -
Exercisable at end of year 490,008 8.27 - -

The fair value of options issued during the year was $64,755,

(a) Options held as at the end of the reporting period _
The following table sumrnarises information about options held by emplovees as 6t 30 June 2005:

Mumber of aptions Graat date Vesting date Expiry date Exercise price
400,060 25 huly 2004 28 July 2004 FT aly 2009 20 cents
40,000 22 August 2004 22 Augnst 2004 23 August 2009 32 cents
50000 16 December 2004 16 December 2004 15 December 2009 32 cents
490.900 :
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Notes continued

30 JUNE 2005 Notes CONSOLIDATED PARENT ENTITY
2005 2004 2005 2004
$ $ $ $

17.  SUBSEQUENT EVENTS

No matters or events have arisen since the end of the financial year which significantly affected or may significantly affact the operations
of the Company, the resulis of its operations, or the state of affairs of the Company in subsequent financial yeers,

18. EARNINGS PER SHARE

The following reflects the income anxd share data used
in the calculations of basic and diluted eamings per

shgre;
Net profit (380,924 -
Harnings used in calculating basic and diluted camings : :
per share {180,524) -
Number of Number of

_ shares shares
Weighted average number of ordinary shares used in
calculating basic camings per share 33.4066,601 15,000,001
Fffect of dilutive securities:
Shares issued free of consideration 4,188,531 -
Adjusied weighted average number of ordinary shares
used in ealeulating diluted earnings per share 39,780,532 15,000,001

18,  AUBITORS' REMUNERATION
Ampnnts recaived or due and receivable by Grant
Thomton for:

— ant audit or review of the financial report of the .
entity and any other entity in the consolidated entity 12,500 - -

12,560 - - -

20. DIRECTOR AND EXECUTHVE DISCLOSURES

{2} Details of Directors and Specified Executives

(i} Directors

Derek Carier Chairman, Mon-Executive Director
Lioyd Taylor Non-Executive Director

Richard Bonyihon MNon-Executive Dizecior

Richard Hillig Non-Executive Director

Simon O'Loughlin Non-Executive Director

(ii} Specified executives

Mr Peter Reid Chief Executive Officer
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30 JUNE 2005

20, DIRECTOR AND EXECUTIVE DISCLOSURES {cont'd]
b} Remuaneration of Specified Directors and Specified Execatives
(i} Remumeration Policy

The board currently determines the nature and amount of remuneration for bosrd members and senior executives of the consolidated
entity. The policy is to align director and executive objectives. with shareholder and business abjectives by providing a fixed
remyneration component and offering specific long-term incentives based on key performance arcas affecting the consolidated eniity's
Bnancial Tesuits,

The non-execiitive directors and other executives receive a superannuation guarantes contribution required by the government, wiich iz
currently 9%, and do not receive any other retirement benefits. Some individuals, however, may choose fo seerifice part of their salary o
increase payments towards superantuation.

All remuneration paid to directors and executives is expensed as incurred. Bxecutlves are alse entiiled to participate in the company share
option scheme. Options are valued using the Black-Scholes methodology.

The board policy is to remunerate non-executive directors at marlet rates based on comparable compmies for HSme, comenitment and
responsibilities. The board defermines payments {0 non-executive directors and reviews their rerpuneration annuslly, based on market
practice, daties angd accountability. Independent external advice is sought when required,

{1} Renumeration of Specified Directors and Specified Executives

Primary Post Employment Eqaiiy Total
Salary & Fees Seperarmuation  Retirement benefits Ciptions

Dircetors

Berek Carter 27,540 2,475 - - 0975
Liovd Taylor 10417 14,563 - - 24,989
Richard Bonython 20,438 4,542 - - 24,980
Richard Eillis 22,917 2,063 - - 24,980
Simon O'Loughlin 22,917 2,063 " - 24,989

Total Remuneration: Directors

104,189 25,766 - . 120,505

Specified Executives
Peter Reid 112,125 10,691 - 35440 158,656

Total Reruneration: Specified Executives

112,125 10,691 - 36440 158,656

As this is the company™s ingugural report, 1o comparative information is available

21



00—
Petratherm Lid - Annual Report

Notes continued

30 JUNE 2005

20. PIRECTOR ARD EXECUTIVE DISCLOSURES (cont'd)
(¢} Remuneration options: Granted and vested during the year

Terms & Conditions for Each Grant

Number Numher  GraastDate Fairveslue  Exercise First Lazt Exercise
Vested Granted per option ai  Price per Exereise Date Date
grant dafe (§)  share (%)
Specified Directors
Specified Executives
Peter Reid 400,000 400,000 28 Jui 2005 $60.00H 50280 B RE2G0S 7V Sl 2009
Donald Stephens 250,000 250,080 28 Jul 2005 £0.0911 50,20 28 i 2005 27 Inl 2009
(d) Option holdings of specified directors and specified executives
Balance at ’ . Net
beginn_ing of Rg’nr:;?;;ﬁm Lgi::g:: 4 Change Baian;:r?;énd of Vested at 38 June 2805
period Cither
1 July 2604 39 June Toial Not Exercisable
2803 exervisable

Specified Directors
Derek Carter 1,200,000 . - - - LA0G000 1200600 1.200,000 -
Lloyd Taylor 400,000 - - - 400,000 43,000 400,000 -
Richard Bonython 500,000 - - - 500,000 500,000 SHLO00 -
Richard Hillis 300,000 - - - 300,000 306,000 300,000 -
Simon O'Loughlin 0,000 - - - 200,000 204,000 200,000 -
Specified Executives
Peter Reid - 400,000 - : - $006,00G 440,060 - 400,000
Donald Stephens - 250,600 - - 250,000 250,000 - 250,000
Total 2,680,000 650,000 - = 3,250,600 3256000 2600000 680,080

Options issued to the Directars of the conselidated entity are escrowed until 27 fuly 2006, at which point they will be exercisable at any Sme

until 4 April 2009,

{¢) Sharcholdings of Directors and Specified Executives

Balance Granted as On Exercize of Net Change Balance

Shares held in Petratherm Lid 1 July 2064 Remuneration Options Other 3% June 2005
Ord Ord Ord Grdd Ord

Specified Directors
Derek Carter - - - 60,000 61 D00
Lloyd Taylor - . . 360,500 300,000
Richard Bonython - - - 20 000 23,000
Richard Hilkis ' - - : - 26,060 20,000
Simon (YLoughlin - - - 100,000 108,000
Specified Executives
Mr Peter Reid - - - 54,000 50,000
Total - & - - 800,000 R00,000

All shares acquired by the directors and specified axecutwes of' the consolidated sntity were in refation to the TPQ of Pefratherm Lid, Al shares

were a&qumd at the price of $0.20 per share.

Megsrs Carter and Bonython are directors of Minotaur E);‘piaratlon Ltd which ¥s the bencficial holder of 15,000,001 ordinary shares.
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21, RELATED PARTY DISCLOSURES

Whelly-owned group fransactions
Loans
The wholly-owned Group consists of Pefratherm Léd and its wholly owned controlled entity MNGE Poy Lid. Ownership interests in

these controfled entities are sot out in note 7. Transactions between Petratherm Lid and MNGI Pty Lid during the year consisted of
foans advanced by Petratherm Lid to fund exploration and investment activities, The loan amounts are detailed in note 5 {a).

Other related party transactions

Administrative Costs

Adminisiration and service fees have been paid to Minotawr Exploration L4d, which is a related party of Petratherm Lid, These
fees relate to shared administrative costs including the salaries of key administrative staff, use of computer network and shared
office space. Additionally included are disbursenzenis of administration related expenditure. These costs have heen incrred 8t an

amoutit that woueld be attracted In an anms length comroercial transaction. The fofal expense incurred by Petrathermn Lid in
regards to Minotaur Exploration Lid's services throeghout the reporting period was $26,142 {exclusive of GST).

Prior fo its demerger, Minotaur Resources Lid was also a refated party of Petratherm Lid which provided fhe same sorvices, as
previously mentioned. . The fotal expense incurred by Petratherm Ltd in regards to Minotaur Resources Lid's services throughout
the reparting period was $34,628 (exclusive of GST).

2Z. SEGMENT REPORTING
The Company operates solely in the mineral expleration indestry within Australia.

23. FINANCIAL INSTRUMENTS

{a} Interest Rate Risk
The consolidated entity’s exposure to inverest rate risk, which is the risk that o fnancial instroment’s valve will flectuate s g
result in changes in market interest rates and the effective weighted sverage tinerest rates on classes of financial asseis md
financial Habilities, is as follows: S :
¥ixed Interest for:

. Floating 1 vear Gver o Nen-inferest

2005 Notes Interest rate Or less 3 years Bearing Total
Fipancial Assets
Cash and deposits 570,156 2,100,004 - - Z8HL150
Receivables _ 5 - - - 149,243 148,243

: 270,130 2,100,000 - 149,243 2,810,303
Weighted average interest rate 4.34% 5.79% - .
Financial Liabilities
Trade and oither creditors Il - - - 257,703 207703

- - - 207,713 A

Weighted average interest rate - - - -

by Credit Risk
The consolidated entity does not have any material credit risk exposure to any single debtor or group of debtorg,

{c] NetFair Value
At balance date the carrving amount of financiel assets and their realisable value are not materially diferent
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4. COMMITMENTS FOR EXPENDITURE
{a) Operating Lease Commitments Payable

- not later than one year - 19,665 - - -
- later than one year but not later than § years 33,756 - - -
- aggregaie lease expenditure contracted for at reporting date 53,421 - - -
{1) Exploralion Lesses

In order to maintain current rights of temure to explaration tenements the Company will be required to cutlay in the vear ending
30 June 2006 amounts of approximately $1,318,360 in respect of tenement lease rentals and fo meet minimum sxpenditure
requivements, These obligations are expected to be fulfilled in the normal course of eperations.

5. MMPACT OF ADOPTING AUSTRALIAN EQUIVALENTS TO [FRS

Peiratherm 1id is preparing and managing the transition to Austratian Equivalents to Intemnational Financial Reponting Standards
(AIFRSB) effective for the finuncial years commencing from 1 Janusyy 2005 The adoption of AIFRS will be mflected in the
congsolidated and parent entity’s financial statements for the year ending 30 June 2006, Op fivst time adoption of AIFRS, comparatives
for the financial vear ended 30 June 2005 are required to be restatad.

‘The consolidated entify’s management, with the assistance of external cansulanis, has assessed the sigrificance of the expected changes
and is preparing for their implementation. The impact of the alternative freatments and elections under AASB 1: Fiest Time Adoption of
Auystratian Equivalents to International Financial Reporting Standards has been considered where applicable.

The directors are of the opinion that there are no material differences in the conselidated entity's accounting policies on conversion to
AIFRE. Users of the financial statements should note, however, that this could change if there are any amendmenis by standard-setters
to the current AIFRS, or interpretation of the AIFRS requirements changes from the contimsing work of the cossolidated cntity’s
Taneg CTHent.

Set out below are the key areas where accounting policies are expected to change on adoption of ATPRS and our best estimate of fae
quantitative impact of the changes on rotal equity as at the date of transition' andd 30 June 2005 and on net profit for fhe year ended 30
June 2045,

Exploration and Evaluation

AASE & was issued in December 2004 to facilitate: the introduction of Auvstralian equivalents to IFRS in respect of the treatment of
exploration and evaluation expenditure. There is stil no comprehensive international standard covering the exiractive industrics and
AABB 6 provides no real guidance other than aliowing entities to “grandfather” previous accounting policies adopied for the exaractive
industries. The new AASB 6 retains the Aren of Interest approach as contained in AASB 1022, The board has elected to adopt the key
policies keeping strictly in line with AASB 6, and in the transition to AASE & during the Financial Year, the consolidated entify has
completed Impairment Testing on all of its Exploration and Eveluation Expenditare previously capltalised which has not resulted in any
write-down,

Recoverzble Amount of Nen-Current Assets
The consolidated entity's existing approach to Impairment is consistent with the requirements of AASE 136, As a result the introducton
of this gtandard will have no impact on the consclidated entity’s financial staternents.

Impairment of Assets

Under AASB 136: Impairment of Assets, the recoverable amount of an asset is detenmined as the higher of the fair value less costs to
sel, and value in use. In determining value in use, projected future cash flows are discounted using a risk adinsted pre-tax discount rate
and impairment is assessed for the individual asset or the ‘cash generating unit® level. A ‘cash penerating unit® is detesmined s the
smallest group of assets that generate cash flows that are largely independent of the cash inflows from other assets or groups of assets,
The current policy 1s to determine the recoverable amount of an asset on the basis of undiscounted net cash flows that will e received
from the asset’s use and subsequent disposal. [tis likely that this change in accounting policy will lead 1o impairments bcmg recognised
more often.

Share Based Payments

Under AASH 2: Share Based Payments, the consohdated entity is required to recognise an expense for those options that were issued to
emplayces or executives. This will resuit m a change to the current accounting policy under which no cxpense is recognised for equity
based remuneration. If the policy required by AASB 2 had been applied during the vear ended 30 June 2008, consolidated smploves
beneflis expense would have been $64,755 higher with a corresponding increase in share based payment reserve,

30



I
Petratherm Lid - Annual Report

Notes continued

30 JUNE 2005
25 IMPACT OF ADOPTING ALISTRALIAN EQUIVALENTS TO IFRS {cont'd}

Income Tax

Under AASB 112 Income Taxes, deferred x balences are determined wsing the balance sheet method, which ealenlates emporary
differences based on the differences between the carrying amounts of an entify’s assets and labilitfes in the stafemerd of financial
position and their associated tax base.

This will reselt in a change to the accounting policy under which deferred tax balances are determined using the sncome statement
method. The standard requires the recognition of temporary differences when it is probable that the Consolidated entity will generate
sufficient taxable profit in the same period as the reversal of the deductible temporary difference or taxation Joss (or in the periods into
which # tax loss arising from the deferred tax asset can be carried back or forward) At the date of this report it is considered that the
Consolidated entity would not meet this criteria.

AASB 112 requires the recognition of teruporary differences associated with revenucs and expenses taken directly to equity. The
Coensolidated entity has previously recognised transaction costs associated with capital raising direetly in equity. The effect of this
recognition iy o increase share capital by $134,235 and increase accumulated losses by §134,233, The adiustiment fo accumulated
losses reflects the divectors view that the eriteria for recognition of deferred {ax assets has not been met.

(8} Reconciliation of equity as presented under AGAAP fo that under AiFii$

Notes CONSOLIDATED PARENT ENTITY
36 Jone 2005 36 June 2005
$ $

Total equity under AGAAP 347627 3,803,909
AASB 12 adjusement in regards to capital

raising costs {134,235} £134.235)
Becrease in cyrrent year profit resulting

from transition o AFFRS {64,755} {84,755}
Total equity under AIFRS . 32?2,637 3,604,918

This represents the cimulative adjustments as at the date of transition to AIFRS and those for the year ended 30 June 2005,

{b) Reconcilistion of net profit undar AGAAP to that under AIFRS

YEAR ENDED 30 JUNE 2005 CONSOLIDATED PARENT ENTITY
$ $

Net profit as reported wnder AGAAP {384,924} 48547}

AASE 12 adjustment in regard to emploves share

options { 64,7553 { B4,755)

Net profit under AIFRS {445,679} £113,397)
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Directors’ Declaration

In accordance with a resolution of the directors of Petratherm Led, I state that:

(1 In the opinion of the directors:
{a) the financial statements and notes of the company and of the consolidated entity are in accordunce with the Corporations
Act 2001, inclading:
(i} giving a true and fair view of the company's and consofidated entity's fmanmai position as af 3 June 2005 and of
- their performance for the year ended on that date; and

{iiy  complying with Accounting Standards and Corporations Regulations 2001; and

B there are reasonable grounds to believe that the company will be able to pay its debts as antd when they becoms due and
payable. .

2) This declaration has been made after receiving the declarations reguired to be made to the directors in sccordance with section
2954 of the Corporations Act 2001 for the financial period ending 30 func 2005

On behalf of (he Board

T

Derek Carter
Chairman

A
Adelaide, 7 September 2005



Grant Thornton &

Chartered Accountants and Business Advisers

INDEPENDENT AUDIT REPORT
TO MEMBERS OF PETRATHERM LTD AND CONTROLLED ENTITIES

Scape
The financial report and directors’ responsibility

The financial report comprises the statement of financial position, statement of Snancisl
performance, statement of cash flows, accompanying notes to the financial siatemenis,
and the directors’ declaration of Pefratherm Lid and Controlled Enfities {tha consolidated
entity}, for the year ended 30 June 2005. The consolidated entity comprises both the
company and the entities it controlled during that vear.

The directors of the company are respansible for the preparation and true and fair
presentation of the financial report in accordance with the Corporations Act 2001, This
includes responsibility for the maintenance of adequate accounting records and intomal
confrois that are designed to prevent and detect fraud and error, and for the accounting
policies and accounting estimates inherent in the financial report.

Audit approach

We conducted an independent audit in order to express an opinion to the members of the
company. Our audit was conducted in accordance with Australian Auditing and Assurance
Standards, in order to provide reascnable 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, seleciive testing, the inherent limitations of internal contral
and the availability of persuasive rather than conclusive evidence. Therafore, an audit
cannot guarantee that all material misstatements have been detected.

5

We performed procedures fo assess whether in all material respects the financial report
presents fairly, in accordance with the Corporations Act 2001, Accounting Standards and

other mandatory financial reporting requirements in Australia, a view which is consistent

with our understanding of the company’s and the consolidated entity's financial position, :
and of their performance as represented by the resuits of their operations and cash fiows.

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

. examining, on a test basis, information to provide evidence supporiing the amounts
and disclosures in the financial repost; 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 inancial
reporting when determining the nature and extent of our procedures, our audit was not
designed to provide assurance on internal controls.

Lavei 1 Independence
67 Greeahil! Road )
Eﬁ'ﬁgﬁ"z@%&; in conducting our audit, we followed applicable independance requirements of Australian

Adelaide SA 5001 professional ethical pronouncements and the Corporations Act 2001,
X 275 Adelaide . :

T (08} 8372 6666

F {08} BA7Z 6677

F info@gtsa.com.an

W v grantthormoa.conm.an

A Suth Austratian Parmersaip -
A Member of Grast Tharnden Assoriztion Inc.

The Australian Mamber of Grant Thernton Intsrnationat



Grant Thornton %

Audit opinion

In our opinion, the financial report of Petratherm Lid and Conirolled Entities is in
accordance with:

(@)  the Corporations Act 2001, including:
f) giving a true and fair view of Petratherm Ltd's and consolidatad entity's

financial position as at 30 June 2005, and of #s performance for the vear
ended an that date; and

iy complying with Accounting Standards in Australia and the Corporations Act
2001; and

(b} other mandatory financial reporting requirements in Australia.

GRANT THORNTON
CHARTERED ACCOUNTANTS

Z_

SJ
P T

Signed at Adelaide this 3¢ day of Syowémders 2005
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