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The Directors present their report together with the financial report of Lion Energy Limited (“the company”)
and the consolidated financial report of the economic entity, being the company and its controlled entities for
the year ended 30 June 2005 and the auditors’ report thereon.

DIRECTORS

The following persons held office as Directors of the Company during the financial year and up to the date of
this report:

Russell Ernest Brimage Executive Chairman
Appointed: 10 August 2005

Mr. Brimage has in excess of 30 years experience in the upstream oil and gas industry. Mr. Brimage is
currently a director of Belfield Corporation Pty Ltd, First Canning Investments Pty Ltd, Pouvoir Pty Ltd and
an executive director of Entek Energy Limited. In the past three years Mr. Brimage has also been a director
of Far East Oil NL.

Paul Charles Garner Executive Director
Appointed: 10 August 2005

Mr. Garner has extensive experience in international business and over 30 years experience in the property
and equities market. Mr. Garner is currently a director of Ohio Enterprises Pty Ltd, Ohio Holdings Pty Ltd,
Virgo Bay Pty Ltd, an executive director of Entek Energy Limited and an executive director of New Horizon
Energy Limited. In the past three years Mr. Garner has also been a director of Hillvista Holdings Pty Ltd and
Semillon Holdings Pty Ltd.

Julian Lee Waterman Non-Executive Director
Appointed: 28 June 2005

Mr. Waterman has extensive experience in management and facilities establishment and broad experience
in the manufacturing and plastics industries. Throughout his comprehensive career Mr. Waterman has been
responsible for recruitment and training, production management, accounting and administration and sales
and marketing. He is Managing Director of Behind The Signs Pty Ltd, a company he established in 2003,
specialising in the manufacture of polystyrene products and a range of construction materials and systems.
This company is now a major supplier to the building industry in South Australia and Victoria. Mr. Waterman
is also a director of Australian Pod Brokers Pty Ltd, www.Invest Pty Ltd, Tulloch Lodge Limited, Tulloch
Lodge Syndications Pty Ltd, Oxford Mining NL and a non-executive director of Entek Energy Limited.

Guiseppe Antonio Mercorella
Appointed: 10 January 2003
Resigned: 10 August 2005

Nicola Mario Formichella
Appointed: 10 January 2003
Resigned: 12 April 2005

Carmine Barone
Appointed: 10 January 2003
Resigned: 10 August 2005

Michael Hourigan
Appointed: 12 April 2005
Resigned: 28 June 2005

COMPANY SECRETARY

Jack Hugh Toby
Appointed: 10 August 2005

Stacey Louise Muggleton
Appointed: 14 March 2003
Resigned: 10 August 2005
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DIRECTORS’ MEETINGS

The number of Directors’ Meetings and the number of meetings attended by each of the Directors of the
Company during the financial year are:

Meetings Meetings
Attended Held (1)

Mr. J L Waterman - -
Mr. G.A. Mercorella 5 5
Mr. N.M. Formichella 3 3
Mr. C. Barone 5 5
Mr. M. Hourigan 2 2

(1)
The number of meetings held during the time the Director held office during the year

DIRECTORS’ INTERESTS

Tulloch Lodge Limited, of which Mr G A Mercorella and Mr J L Waterman are Directors’, provided funding
facilities to the Company during the financial year in the form of a $1.5 million debt facility on which interest is
payable. Tulloch Lodge Limited provided the debt facility for a fee of $100,000 which was payable by the
issue of 20 million shares to Tulloch Lodge Limited. This loan was repaid in full by the company during
December 2004.

Accounting and Taxation Services are provided by BCFR Chartered Accountants, a partnership in which Mr
N M Formichella is a partner. Mr Formichella also received Directors’ fees from the company.

The relevant interest of each Director in the ordinary share capital of Lion Energy Limited as at the date of
this report is:

Name Shares held directly Shares held indirectly
Mr R E Brimage Shares - 5,440,000
Mr P C Garner Shares - -
Mr J L Waterman Shares - -

Other than as outlined above, since the end of the previous financial year, no Director has received or
become entitled to receive a benefit, other than benefits disclosed in the financial statements as emoluments
or the fixed salary of a full time employee of the Company or related body corporate, by reason of a contract
made by the Company with the Director or with a firm of which he is a member or with an entity which he has
a substantial financial interest.

REMUNERATION REPORT

This report details the nature and amount of remuneration for each director of Lion Energy Limited.

All Directors, current and former, with the exception of the former Executive Chairman, Mr. G A Mercorella,
are non-executive and are remunerated by way of fees and receive no retirement benefits excluding any
statutory superannuation, if applicable. The non-executive Directors fees are determined by the board with
reference to the aggregate limit of $400,000 per annum set by the company’s shareholders at the Annual
General Meeting on 28th November 2003.

The policy is to remunerate non-executive directors with reference to other comparable listed companies
determined by size and nature of operations, taking into account time, commitment and responsibilities. The
directors’ fees were set at a level to attract suitably qualified individuals to accept the responsibilities of a
directorship. External professional advice was sought to assist in determining the level of directors fees.

The former executive chairman’s salary was determined by the board with reference to current market rates
and remuneration paid to executives in comparable listed companies determined by size and nature of
operations. During discussions regarding the chairman’s remuneration he was not present and took no part
in the discussion by the non-executive directors.
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The company did not participate in share based remuneration and did not issue options to Directors at any
time to the date of this report.

Details of the nature and amount of each element of the emoluments for the financial year of each director of
the economic entity are set out below.

Name Directors’ Fees
$

Salary
$

Superannuation
$

Consulting Fee
$

Total
$

G A Mercorella 40,000 201,900 18,171 - 260,071
N M Formichella 23,400 - - - 23,400
C Barone 30,000 - - - 30,000
M Hourigan - - - - -
J L Waterman - - - - -

Total 93,400 201,900 18,171 - 313,471

PRINCIPAL ACTIVITIES

The principal activities of the consolidated entity during the financial year were oil and gas exploration,
development and production and investment in the resources industry both in Australia and Indonesia.

OPERATING RESULTS

The consolidated loss for the financial year after income tax amounted to $10,259,228 (2004: $729,471).

DIVIDENDS

Since the end of the previous financial year, no dividend has been declared or paid by the Company.

The Directors do not recommend the payment of a dividend for the year ended 30 June 2005.

SHARE OPTIONS

During or since the end of the financial year the company did not issue any options to the Directors of the
company.

At the date of this report there are no options on issue.

SHARES

During or since the end of the financial year the company issued:

o 27 October 2004 112,500,000 shares in a placement at 0.4 cents raising $450,000
o 30 November 2004 144,100,000 shares in a placement at 0.4 cents raising $576,400
o 13 December 2004 295,103,500 shares in a placement at 1 cent raising $2,951,035
o 21 February 2005 125,000 shares after the exercise of options at 2.25 cents raising $2,812
o 25 February 2005 120,000 shares after the exercise of options at 2.25 cents raising $2,700
o 28 July 2005 13,902,004 ordinary shares at 0.7 cents bought back for total cost of $97,314.
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STATE OF AFFAIRS

There were no other significant changes in the state of affairs of the economic entity other than those
referred to in the financial statements and elsewhere in the Annual Report.

FUTURE DEVELOPMENTS

The economic entity will continue to pursue exploration, production and development of its oil and gas
activities. Other likely developments in the economic entities operations are included in the Review of
Operations Report.

SUBSEQUENT EVENTS

During July 2005 the company sold the 500,000 Bow Energy Ltd shares it held with sale proceeds of $63,104 net
of brokerage costs. At 30 June 2005 the market value of these shares was $62,500.

During July 2005 the company sold the 988,073 Carpathian Resources Ltd shares it held with sale proceeds of
$60,247 net of brokerage costs. At 30 June 2005 the market value of these shares was $58,296.

On 28 July 2005 the buy back of un-marketable parcels was completed by the issue of cheques. The
company bought back 13,902,004 shares at 0.7 cents for total proceeds of $97,314.

On 7 October 2005 the company announced it had entered into a Share Purchase Agreement with Global
Select Limited to sell the company’s interest in the Bula Block PSC and the service company interests. The
total consideration for the sale is $US4,850,000. The company has received a deposit of $US450,000 and
will received the balance of the consideration of $US4,050,000 on or before the completion date of the sale
and the balance of $US350,000 to be paid on or before the day seven months from the completion date.

ENVIRONMENTAL REGULATIONS AND PERFORMANCE STATEMENT

The economic entity participates in exploration of oil and gas including ventures which are parties to
exploration and development licences. These licences specify environmental regulations applicable to the
exploration, construction and operations of oil and gas production. For properties operated by other
companies the economic entity monitors the performance of these companies.

There have been no known significant breaches of the environmental obligations of the economic entity or
any ventures to which it is a party.

The economic entity’s objective is to ensure the highest standard of environmental care is achieved and
maintained.

PROCEEDINGS ON BEHALF OF THE COMPANY

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

INSURANCE PREMIUM

The company has paid insurance premiums to insure the directors against liabilities for costs and expenses
incurred by them in defending any legal proceedings arising out of their conduct while acting in the capacity
of director of the company, other than conduct involving a wilful breach of duty in relation to the company.
The amount of the premium was $41,625 of which $25,772 relates to 2004/05.

NON-AUDIT SERVICES

During the year ended 30 June 2005 the company’s auditors did not provide any non-audit services to the
company.
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AUDITOR’S INDEPENDENCE DECLARATION UNDER SECTION 307C OF THE CORPORATIONS ACT
2001

The auditor’s declaration is set out on page 36 and forms part of the director’s report for the year ended 30
June 2005.

Dated this 14th day of November 2005
Perth, Western Australia

Signed in accordance with a Resolution of the Directors

P C Garner
DIRECTOR
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Consolidated Parent Entity
Note 2005 2004 2005 2004

$ $ $ $

Sales revenue 2 6,960,173 6,514,159 - -

Cost of sales (5,194,030) (4,212,401) - -

Gross profit 1,766,143 2,301,758 - -

Other revenue from ordinary activities 2 220,197 62,136 163,449 249,000
Foreign exchange gain/(loss) (232,893) 335,773 (104,222) (14,832)
Carrying value of shares sold - (60,000) - (60,000)
Loss on write off of plant and equipment - (2,631) - (2,631)
Carrying value of disposed non current
assets - (125,441) - (125,441)
Loss on write off loans (2,971,510) - (2,971,510) -
Loss on write off of subsidiary loan - - (5,637,995) -
Loss on write off of joint venture interest (5,637,995) - - -
Borrowing costs - (100,000) - (100,000)
Interest expense (86,096) (108,469) (47,120) (91,050)
Depreciation 3 (674,648) (717,511) (4,868) (5,330)
Provision for diminution in investment (57,981) - (57,981) -
Provision for doubtful debts - (2,041) - (2,041)
Share placement commission (70,802) - (70,802) -
Directors’ fees (93,400) (120,000) (93,400) (120,000)
Accountancy fees (164,640) (143,030) (164,640) (143,030)
Auditor’s fees (55,259) (41,896) (55,259) (41,896)
Consultancy fees (106,044) (23,965) (106,044) (23,965)
Professional fees (46,671) (14,944) (46,671) (14,944)
Australian stock exchange fees (69,606) (56,588) (69,606) (56,588)
Exploration and development (86,140) (297,812) - (297,812)
Other operating costs from ordinary
activities (1,891,883) (1,614,810) (744,054) (635,683)

Loss from ordinary activities (10,259,228) (729,471) (10,010,723) (1,486,243)

Income tax relating to ordinary activities 4 - - - -

Loss from ordinary activities after income
tax

(10,259,228) (729,471) (10,010,723) (1,486,243)

Net loss attributable to members of the
parent entity

22 (10,259,228) (729,471) (10,010,723) (1,486,243)

Earnings per share 2005 2004
Cents Cents

Basic loss per share 18 (0.50) (0.05)

The accompanying notes form part of these financial statements
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Consolidated Parent Entity
Note 2005 2004 2005 2004

$ $ $ $

CURRENT ASSETS
Cash assets 6 448,115 2,163,435 5,697 1,591,341
Receivables 7 3,359,352 2,756,745 1,059,101 1,459,531
Inventories 8 1,083,909 1,128,130 - -
Other 21 366,427 664,877 21,182 16,768

TOTAL CURRENT ASSETS 5,257,803 6,713,187 1,085,980 3,067,640

NON-CURRENT ASSETS
Plant and equipment 9 1,737,999 2,312,695 16,869 8,809
Other financial assets 10 164,448 - 164,455 8
Receivables 7 - - 8,078,851 13,102,177
Exploration and development 20 2,334,251 7,137,187 - 7,542

TOTAL NON-CURRENT ASSETS 4,236,698 9,449,882 8,260,175 13,118,536

TOTAL ASSETS 9,494,501 16,163,069 9,346,155 16,186,176

CURRENT LIABILITIES
Payables 11 4,596,169 4,729,574 348,700 1,600,611
Employee benefits 12 64,009 73,849 43,266 29,668
Intercompany payable 11 - - 4,864,915 4,262,495

TOTAL CURRENT LIABILITIES 4,660,178 4,803,423 5,256,881 5,892,774

NON-CURRENT LIABILITIES
Provisions 12 837,788 925,392 - -
Employee benefits 12 357,067 342,153 - -

TOTAL NON-CURRENT LIABILITIES 1,194,855 1,267,545 - -

TOTAL LIABILITIES 5,855,033 6,070,968 5,256,881 5,892,774

NET ASSETS 3,639,468 10,092,101 4,089,274 10,293,402

EQUITY
Contributed equity 13 37,288,352 33,481,757 37,288,352 33,481,757
Accumulated losses 22 (33,648,884) (23,389,656) (33,199,078) (23,188,355)

TOTAL EQUITY 3,639,468 10,092,101 4,089,274 10,293,402

The accompanying notes form part of these financial statements
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Consolidated Parent Entity
Note 2005 2004 2005 2004

$ $ $ $

Cashflows from operating activities

Receipts from customers 6,072,920 6,620,131 22,607 1,133
Interest received 13,522 888 9,522 887
Interest paid (13,111) (15,937) (13,111) (2,310)
Payments to suppliers and employees (5,664,192) (6,165,434) (1,311,501) (1,062,704)

Net cash inflow/(outflow) from operating
activities

17(b) 409,139 439,648 (1,292,483) (1,062,994)

Cashflows from investing activities

Purchase of plant and equipment (171,756) (66,804) (12,928) (6,796)
Investment in subsidiary - - - (1)
Loans to unrelated parties (2,313,533) (115,713) (2,313,533) (115,713)
Loans to related parties (583,500) - (583,500) -
Investment in Joint Venture (1,254,070) (1,368,911) - (477,877)
Investment in shares (398,777) - (398,777) -
Proceeds from sale of shares - 59,285 - 59,285
Overdraft forgone on loss of control of
subsidiary 2,627 - - -
Loans to subsidiary companies - - 421,027 191,765

Net cash (outflow) from investing activities (4,719,009) (1,492,143) (2,887,711) (349,337)

Cashflows from financing activities

Proceeds from issue of shares 3,982,947 2,550,200 3,982,947 2,550,200
Share buy back - (268,122) - (268,122)
Share placement receipts (20,000) 20,000 (20,000) 20,000
Loan proceeds (1,368,397) 720,039 (1,368,397) 720,039

Net cash inflow from financing activities 2,594,550 3,022,117 2,594,550 3,022,117

Net increase/(decrease) in cash held (1,715,320) 1,969,622 (1,585,644) 1,609,786

Cash at the beginning of the financial year 2,163,435 193,813 1,591,341 (18,445)

Cash at the end of the financial year 17(a) 448,115 2,163,435 5,697 1,591,341

The accompanying notes form part of these financial statements.
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1. Statement of Significant Accounting Policies

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

The financial report covers the economic entity of Lion Energy Limited and its controlled entities and Lion
Energy Limited as an individual parent entity. Lion Energy Limited 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 valuations of non-current assets.
Cost is based on the fair values of the consideration given in exchange for assets.

The financial statements have been prepared on the going concern basis of accounting, which assumes
that the company will be able to meet its commitments, realise its assets and discharge its liabilities in the
ordinary course of business.

The ability of the company to continue as a going concern is dependent on the company returning to
profitable operations and on the availability of adequate funding for existing commitments and ongoing
business activities.

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) Principles of Consolidation

A controlled entity is any entity controlled by Lion Energy Limited. Control exists where Lion Energy
Limited 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 Lion Energy Limited to achieve the
objectives. A list of controlled entities is contained in Note 10 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.

(b) Income Tax

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.
Future income tax benefits are not brought to account unless realisation of the asset is assured
beyond a reasonable 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.

Income tax on net cumulative timing differences is set aside to the deferred income tax and future
income tax benefit accounts based on the assumption that no adverse change will occur in income
tax 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. The rate of income tax applicable to the period in which the benefit will be received or the
liability will become payable is used.

Lion Energy Limited and its wholly-owned Australian subsidiaries have formed an income tax
consolidated group under the Tax Consolidation Regime. Lion Energy Limited is responsible for
recognising the current and deferred tax assets and liabilities for the tax consolidated group. The
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group notified the Australian Taxation Office on 28th July 2005 that it had formed an income tax
consolidated group to apply from 1st June 2005. The tax consolidated group has entered a tax
sharing agreement whereby each company in the group contributes to the income tax payable in
proportion to their contribution to the net profit before tax of the tax consolidated group.

(c) Inventories

Inventory of Petroleum is valued at the lower of cost or net realisable value.

Cost comprises direct material, labour and transportation expenditure in getting such inventories to
their existing location and condition, plus a portion of fixed and variable overhead expenditure based
on weighted average costs incurred during the period in which such inventories were produced.

Net realisable value is the amount estimated to be obtained from the sale of the inventory in the
normal course of business less any anticipated costs to be incurred prior to sale. Inventories of
consumable supplies and spare parts expected to be used in production are valued at weighted
average cost. Obsolete or damaged inventories of such items are valued at net realisable value. A
regular and ongoing review is undertaken to establish the extent of surplus items and a provision is
made for any potential loss on their disposal.

(d) Property, Plant and Equipment

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

(e) Depreciation

The depreciable amount of all fixed assets is depreciated on a straight line basis over their useful
lives to the economic entity commencing from the time the asset is held ready for use. Estimates of
remaining useful lives are made on a regular basis for all assets.

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

Class of Fixed Asset Depreciation Rate

Buildings 5%
Plant and Equipment 10-33%

(f) Investments

Investments in listed securities are brought to account at the lower of cost and market value and
unlisted securities are brought to account at cost less any amounts for the permanent diminution in
value of the investment.

(g) Interests in Joint Ventures

The economic entity’s share of the assets, liabilities, revenue and expenses of joint venture
operations are included in the appropriate items of the consolidated statements of financial
performance and financial position. Details of the economic entity’s interest are shown in Note 20.
The economic entity’s interest in joint venture is brought to account using the cost method of
accounting in the consolidated financial statements.

(h) Mineral and Petroleum Exploration and Evaluation Expenditure

Exploration and evaluation costs relating to an area of interest are carried forward provided the rights
to tenure of the area of interest are current and provided that either:
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(i) it is expected that the expenditure will be recovered through successful development and
exploitation of the area of interest, or alternatively by its sale, or

(ii) exploration and/or evaluation activities in the area of interest have not yet reached a stage
which permits a reasonable assessment of the existence or otherwise of economically
recoverable reserves and active and significant operations in, or in relation to the area are
continuing.

(i) Development Properties

Development expenditure incurred by or on behalf of the economic entity is accumulated separately
for each area of interest in which economically recoverable reserves have been identified to the
satisfaction of the Directors. Such expenditure comprises net direct costs, and in the same manner
as for exploration and evaluation expenditure, an appropriate portion of related overhead expenditure
having a specific nexus with the development property.

Once a development decision has been taken, all past and future exploration and evaluation
expenditure in respect of the area of interest is aggregated with the costs of development and
classified under non-current assets as “Development Properties”.

All expenditure incurred prior to the commencement of commercial levels of production from each
development property, is carried forward to the extent to which recoupment out of revenue to be
derived from the sale of production from the relevant development property, or from the sale of the
property, is reasonably assured.

No amortisation is provided in respect of development properties until they are reclassified as “Mine
Properties” following a decision to commence mining.

(j) Restoration, Rehabilitation and Environmental Expenditure

Restoration, rehabilitation and environmental costs necessitated by exploration and evaluation
activities are accrued at the time of those activities and treated as exploration and evaluation
expenditure. Ongoing costs are expensed.

Restoration, rehabilitation and environmental expenditure to be incurred during the production phase
of operations is accrued when the need for such expenditure is established, and then written off as
part of the cost of production of the mine property concern.

Significant restoration, rehabilitation and environmental expenditure to be incurred subsequent to the
cessation of production at each mine property is accrued, in proportion to production, when its extent
can be reasonably estimated.

The economic entity has certain obligations for restoration and rehabilitation of mining areas
following the completion of production. Such obligations are being accrued in proportion to
production and the accrual will be adequate to meet those obligations once production from the
mineral resource is completed. The costs are based on current legal requirements and technology
on an undiscounted basis. The costs relate to restoration of land, including waste site closures, but
exclude plant closure costs.

Changes in estimates are dealt with on a prospective basis. In determining the costs of site
restoration, there is 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.
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(v) Comparative Figures

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

Consolidated Parent Entity
2005 2004 2005 2004

$ $ $ $

2. Operating Revenue

Petroleum sales 6,713,356 5,662,588 - -
Rig rental 246,817 851,571 - -

6,960,173 6,514,159 - -

Other Revenue

Interest reveune 123,687 1,718 119687 188,582
Other revenue 43,762 1,133 43,762 1,133
Proceeds from sale of shares - 59,285 - 59,285
Gain on loss of control of subsidiary 52,748 - - -

220,197 62,136 163,449 249,000

3. Loss from Ordinary Activities

Expenses
Cost of sales 5,194,030 4,212,401 - -
Directors’ fees 93,400 120,000 93,400 120,000
Depreciation 674,648 717,511 4,868 5,330
Provision for doubtful debts - 2,041 - 2,041
Carrying value of shares sold - 60,000 - 60,000
Borrowing costs - 100,000 - 100,000
Interest 86,096 108,470 47,120 91,050
Write off loans 2,971,510 - 2,971,510 -
Loss on write down of joint venture interest 5,637,995 - - -
Write down off subsidiary loan - - 5,637,995 -
Accountancy fees 164,640 143,030 164,640 143,030
Auditor’s fees 55,259 41,896 55,259 41,896
Consultancy fees 106,044 23,965 106,044 23,965
Exploration and development 86,140 297,812 - 297,812
Loss on disposal of shares - 715 - 715
Loss on disposal of non current assets - 125,441 - 125,441
Provision for diminution in investment 57,981 - 57,981 -
Share placement commission 70,802 - 70,802 -
Professional fees 46,671 14,944 46,671 14,944
Australian Stock Exchange fees 69,606 56,588 69,606 56,588
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Consolidated Parent Entity
2005 2004 2005 2004

$ $ $ $

4. Income Tax

Reconciliation of prima facie income tax
benefit on operating loss to income tax as
provided in the financial statements

Operating (loss) (10,259,228) (729,471) (10,010,723) (1,486,243)

Prima facie income tax benefit
thereon at 30% (2004: 30%) (3,077,768) (218,841) (3,003,217) (445,873)

Adjusted for the tax effect of:
Permanent differences:
Foreign exchange 69,868 (154,737) 31,267 4,450
Provision for diminution in value
of investments 17,394 - 17,394 -
Other non deductibles 2,651,203 40,240 2,651,203 40,240
Non assessable income - - - (56,060)
Provision for doubtful debts - (612) - (612)

Timing differences and tax losses
not brought to account as future
income tax benefits 339,303 333,950 303,353 457,855

Income tax expense - - - -

As of 30 June 2005 the chief entity has carried forward tax losses estimated at $ 8,409,000. The benefit of
these losses is not brought to account as realisation is not certain. The benefit will only be obtained if:-

(i) The chief entity derives future assessable income of a nature and of an amount sufficient to enable
the benefit from the deduction for the losses to be realised.

(ii) The chief entity continues to comply with the conditions for deductibility imposed by the Law; and

(iii) No changes in tax legislation adversely affect the chief entity in realising the benefits for the
deductions for the losses.
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Consolidated Parent Entity
2005 2004 2005 2004

$ $ $ $

5. Auditors’ Remuneration

Amounts received or due and receivable
by the Company’s auditors for:-

Auditing financial statements 36,339 41,896 36,339 41,896
Other services - 4,500 - -

36,339 46,396 36,339 41,896

Remuneration of other auditors of
Subsidiaries for:-

Auditing or reviewing the financial
report of subsidiaries 18,920 - 18,920 -

55,259 46,396 55,259 41,896

6. Cash Assets

Cash at bank 448,115 2,163,435 5,697 1,591,341

7. Receivables

Current
Debtors 3,335,761 2,764,875 1,035,510 1,322,648
Loan – unrelated parties - 124,046 - 124,046
Loan – related parties 155,767 - 155,767 145,013
Provision for doubtful debts (132,176) (132,176) (132,176) (132,176)

3,359,352 2,756,745 1,059,101 1,459,531

Non-Current
Owing by Lion Petroleum Seram Ltd - - 4,555,907 9,278,778
Owing by Oxford Mining NL - - 285,616 285,616
Less: Provision for doubtful debts - - (285,616) (285,616)
Owing by Indonesia Prima Energy
Services Ltd - - 610,244 606,130
Owing by PT Prima Jasa Energi - - 2,912,700 3,217,269
Owing by Petroasia Ltd - - 590,371 590,371
Less: Provision for doubtful debt - - (590,371) (590,371)

- - 8,078,851 13,102,177

8. Inventories

Warehouse inventory 110,148 110,703 - -
Oil stock 692,756 900,274 - -
Inventory – Joint Venture 281,005 117,153 - -

1,083,909 1,128,130 - -
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Consolidated Parent
2005 2004 2005 2004

$ $ $ $

9. Non-current assets – Plant &
Equipment

Equipment movement
Opening balance 1st July 2,312,695 3,145,968 8,809 9,974
Purchases 171,756 66,804 12,928 6,796
Write off of plant - (182,566) - (2,631)
Accumulated depreciation write up (71,804) - - -
Depreciation (674,648) (717,511) (4,868) (5,330)

Closing balance 30th June 1,737,999 2,312,695 16,869 8,809

Equipment 18,114,649 17,942,893 30,178 17,250
Less accumulated depreciation (16,376,650) (15,630,198) (13,309) (8,441)

Closing balance 30th June 1,737,999 2,312,695 16,869 8,809

10. Other Financial Assets

(a) Investments listed on prescribed
stock exchanges – at cost 222,429 - 222,429 -
Less:
Provision for diminution in value (57,981) - (57,981) -

164,448 - 164,448 -
The aggregate market value of
investments listed on prescribed
stock exchanges at 30 June 753,716 - 753,716 -
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(b) Controlled Entities

Details of the Company’s investments in controlled entities are as
follows:

Name Place of
Incorporation
& Business

Percentage
Owned

Share Investment

2005 2004 2005 2004
% % $ $

Oxford Mining NL Western
Australia

100 100 - -

Lion Petroleum Seram Ltd Hong Kong 100 100 2 2
Kalrez Petroleum (Seram) Ltd Mauritius 100 - - -
Indonesia Prima Energy
Services Ltd

Mauritius 100 100 4 4

Petroasia Ltd Hong Kong 100 100 2,220,001 2,220,001
Provision against investment (2,220,000) (2,220,000)
Entek Energy Limited Australia - 100 - 1

7 8

During the year Kalrez Petroleum (Seram) Limited incorporated in Hong Kong changed its name to Lion Petroleum
Seram Limited. In addition a new company was incorporated in Mauritius in the name of Kalrez Petroleum (Seram)
Limited.

Consolidated Parent Entity
2005 2004 2005 2004

$ $ $ $
11. Payables

Current
Sundry creditors and accruals 4,596,169 3,395,186 348,700 266,223
Loan – Tulloch Lodge (Secured – Note 19) - 1,334,388 - 1,334,388

4,596,169 4,729,574 348,700 1,600,611

Non Current
Intercompany payable - - 4,864,915 4,262,495

12. Provisions

Current
Employee benefits 64,009 73,849 43,266 29,668

Non Current
Provision for plug and abandonment of
wells 837,788 925,392 - -
Employee benefits 357,067 342,153 - -

1,194,855 1,267,545 - -

Number of employees for the year 85 56 2 2
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Consolidated Parent Entity
2005 2004 2005 2004

$ $ $ $

13. Contributed Equity

2,262,705,792 (2004: 1,710,757,292)
fully paid ordinary shares 37,288,352 33,481,757 37,288,352 33,481,757

(a) Movements in Contributed Equity

Date Details Number of
Shares

Issue
Price
Cents

Amount
$

30 June 2003 Balance 1,194,380,653 31,099,679

6 August 2003 Issue for cash 1,000 20 200

10 October 2003 Issue as facility fee 20,000,000 0.5 100,000

10 October 2003 Issue for cash 180,000,000 0.5 900,000

19 December 2003 Issue cash 200,000,000 0.4 800,000

22 December 2003 Share buy back (53,624,361) 0.5 (268,122)

25 May 2004 Issued cash 170,000,000 0.5 850,000

30 June 2004 Balance 1,710,757,292 33,481,757
6 August 2004 In specie distribution (176,352)

27 October 2004 Issue for cash 112,500,000 0.4 450,000

30 November 2004 Issue for cash 144,100,000 0.4 576,400

13 December 2004 Issue for cash 295,103,500 1 2,951,035

21 February 2005 Issue for cash – options exercised 125,000 2.25 2,812

25 February 2005 Issue for cash – options exercised 120,000 2.25 2,700

30 June 2005 Balance 2,262,705,792 37,288,352

(b) The company has no options on issue as at 30 June 2005

Date Details Number of
options

30 June 2004 Balance 441,658,000

21 February 2005 Options exercised (125,000)

28 February 2005 Options exercised (120,000)

28 February 2005 Options expired (441,413,000)

30 June 2005 Balance -
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14. Segment Reporting

Primary reporting – Geographical segment

Australia South East
Asia

Elimination Consolidated

2005 $ $ $ $

Sales - 7,133,841 (173,668) 6,960,173
Other Revenue 163,448 - 56,749 220,197

163,448 7,133,841 7,180,370

Segment Result
Consolidated operating profit/ (loss)
before income tax (10,010,723) (5,800,622) 5,552,117 (10,259,228)

Segment assets 9,346,155 12,023,492 (11,875,146) 9,494,501
Segment liabilities (5,542,497) (18,114,235) 17,801,699 (5,855,033)
Net Assets/(Deficiency in Assets) 3,803,658 (6,090,743) 3,639,468

Acquisition of plant and equipment 12,928 158,828 171,756
Exploration and development - 86,140 86,140
Depreciation 4,868 669,780 674,648

Australia South East
Asia

Elimination Consolidated

2004 $ $ $ $

Sales - 6,894,086 (379,927) 6,514,159
Other Revenue 249,001 - (186,865) 62,136

249,001 6,894,086 6,576,295

Segment Result
Consolidated operating profit/ (loss)
before income tax (1,512,546) 783,075 (729,471)

Segment assets 16,332,124 14,836,037 (15,005,092) 16,163,069
Segment liabilities (6,065,024) (15,011,036) 15,005,092 (6,070,968)
Net Assets/(Deficiency in Assets) 10,267,100 (174,999) 10,092,101

Acquisition of plant and equipment 6,796 60,008 66,804
Exploration and development 477,877 891,034 1,368,911
Depreciation 5,330 712,181 717,511

Secondary Reporting – Business segments

The economic entity operates solely within the oil and gas exploration industry and as such has no secondary
segment to report.

15. Related Parties

(a) The names of persons who held office as Directors of Lion Energy Ltd during the financial year were:-

Mr G A Mercorella Mr M Hourigan Mr C Barone

Mr N Formichella Mr J L Waterman
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(b) Related Party Transactions:

Tulloch Lodge Limited, of which Mr G A Mercorella and Mr J L Waterman are Directors, provided funding
facilities to the company during the financial year in the form of a $1.5 million debt facility on which interest
is payable. Tulloch Lodge Limited provided the debt facility for a fee of $100,000 which was paid by the
issue of 20 million shares to Tulloch Lodge Limited. This loan was repaid in full in December 2004.

BCFR Chartered Accountants, of which former director Mr N Formichella is a partner, received $164,640
in fees for the provision of accounting services during the year (2004: $143,030).

(c) The Company has paid a premium in respect of a policy for Directors and Officers Liability
Insurance.

16. Remuneration of Directors’ and Executives’

Remuneration Disclosures

Lion Energy Ltd year ended 30 June 2005 Primary Post-Employment Total
Salary Non- Super- Retirement $

& Fees monetary annuation Benefits
Specified Directors

GA Mercorella Chairman (executive)
2005 241,900 - 18,171 - 260,071
2004 241,900 - 18,171 - 260,071

NM Formichella Director (non-executive): resigned 12 April 2005
2005 23,400 - - - 23,400
2004 53,200 - - - 53,200

C Barone Director (non-executive)

2005 30,000 - - - 30,000
2004 30,000 - - - 30,000

M Hourigan Director (non-executive): resigned 28 June 2005
2005 - - - - -

2004 - - - - -
R Brimage Director (non-executive): resigned 3 September 2003

2004 215,464 57,172 - - 272,636

Total Remuneration: Specified Directors
2005 295,300 - 18,171 - 313,471

2004 560,564 57,172 18,171 - 635,907

Lion Energy Ltd year ended 30 June 2005 Primary Post-Employment Total

Salary Non- Super- Retirement $
& Fees monetary annuation Benefits

Specified Executives
R Brimage General Mgr

2005 244,728 62,088 - - 306,816

Total Remuneration: Specified Executives

2005 244,728 62,088 - - 306,816
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Shareholdings

Lion Energy Ltd year ended 30 June 2005
Balance Net Change Balance

1 July 04 Other 30 June 05

Number of shares held: Specified Directors and Executives

GA Mercorella (Director) 176,935,708 (98,950,000) 77,985,708
NM Formichella (Director) - - -

C Barone (Director) - - -
M Hourigan (Director) - - -
J L Waterman (Director) - - -
R Brimage (Executive) 12,240,000 (6,800,000) 5,440,000

Total 189,175,708 (105,750,000) 83,425,708

All Directors, current and former, with the exception of the former Executive Chairman, Mr. G A Mercorella, are
non-executive and are remunerated by way of fees and receive no retirement benefits excluding any statutory
superannuation, if applicable. The non-executive Directors fees are determined by the board with reference to the
aggregate limit of $400,000 per annum set by the company’s shareholders at the Annual General Meeting on 28th

November 2003.

The policy is to remunerate non-executive directors with reference to other comparable listed companies
determined by size and nature of operations, taking into account time, commitment and responsibilities. The
director’s fees were set at a level to attract suitably qualified individuals to accept the responsibilities of a
directorship. External professional advice was sought to assist in determining the level of directors fees.

The former executive chairman’s salary was determined by the board with reference to current market rates and
remuneration paid to executives in comparable listed companies determined by size and nature of operations.
During discussions regarding the chairman’s remuneration he was not present and took no part in the discussion
by the non-executive directors.

The company did not participate in share based remuneration and did not issue options to Directors at any time
during the financial year.

17. Notes to the Statement of Cash Flows

(a) Reconciliation of Cash

Cash at the end of the financial year as shown in the Statement of Cash Flows is reconciled to the related
items in the Statement of Financial Position as follows:

Consolidated Parent Entity
2005 2004 2005 2004

$ $ $ $

Cash (Note 6) 448,115 2,163,435 5,697 1,591,341
---------------- ------------------ -------------- ----------------

448,115 2,163,435 5,697 1,591,341
========= ========== ======== =========
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(b) Reconciliation of Operating (Loss) after Income Tax
to Net Cash Inflow/(Outflow) from Operating Activities

Consolidated Parent Entity
2005 2004 2005 2004

$ $ $ $

Ordinary (loss) after income tax (10,259,228) (729,471) (10,010,723) (1,486,243)

Non Cash items:
Depreciation 674,648 717,511 4,868 5,330
Loss on disposal of shares - 715 - 715
Provision for plug and abandonment
written (back)/up - 175,823 - -
Provision for diminution in investments 57,981 - 57,981 -
Provision for doubtful debts - 2,041 - 2,041
Loss on write off of non current assets - 2,631 - 2,631
Loss on disposal of non current assets - 125,441 - 125,441
Interest receivable - - - (186,865)
Recharged expenses - - (219,566) (246,103)
Borrowing costs amortised - 100,000 - 100,000
Interest payable - 88,740 - 88,740
Foreign exchange (83,863) (224,786) 243,337 151,739
Joint Venture expenditure 622,359 411,750 - 344,894
Write off development Bula - 178,730 - -
Exploration & development 7,765 7,765 -
Write down of joint venture interest 5,637,995 - - -
Write off loans 2,971,510 - 2,971,510 -
Write down of subsidiary loan 5,637,995 -
Loss of control of subsidiary 2,627 - - -

Changes in assets and liabilities:
(Increase)/Decrease in receivables (586,892) 1,180,247 (131,320) 127
(Increase)/Decrease in prepayments 298,759 (365,878) (4,414) (16,236)
(Increase)/Decrease in inventory 208,073 (747,250) - -
Increase/(Decrease) in payables 852,331 340,707 136,486 34,201
Increase/(Decrease) in deferred revenue - (451,060) - -
Increase/(Decrease) in employee
benefits

5,074 (366,243) 13,598 16,594

Net cash inflow/(outflow) from operating
activities 409,139 439,648 (1,292,483) (1,062,994)

(c) Non cash Financing and Investing Activities

i) Share issue

An in-specie distribution to Lion shareholders of 17,635,036 Entek Energy Limited shares at 1 cent was
undertaken during the year.
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18. Earnings per Share
2005 2004

Number Number
Weighted average number of shares on issue
during the financial year used in the calculation
of basic earnings per share 2,032,456,607 1,423,198,613

=========== ===========

19. Financial Instruments

(a) Interest Rate Risk

The company’s exposure to interest rate risk, which is the risk that a financial instrument’s value will
fluctuate as a result of changes in market interest rates and the effective weighted average interest rates
on those financial assets and financial liabilities, is as follows:

Fixed Interest Rate
Weighted
Average
Effective

Interest Rate

Floating Interest Rate

Within 1 year

Non-Interest Bearing Total

2005 2004 2005 2004 2005 2004 2005 2004 2005 2004
% % $ $ $ $ $ $ $ $

Financial Assets
Cash Assets 0.18 448,115 2,163,435 - - - - 448,115 2,163,435
Receivables 8.00 - - 155,767 - 3,203,585 2,756,745 3,359,352 2,756,745
Investments - - - - 164,448 - 164,448 -
Other - - - - 366,427 664,877 366,427 664,877
Total Financial
Assets 448,115 2,163,435 155,767 - 3,734,460 3,421,622 4,338,342 5,585,057
Financial
Liabilities
Payables - - 4,596,169 3,395,186 4,596,169 3,395,186
Loan – Tulloch
Lodge 8.00

-
1,334,388

- -
- - - 1,334,388

Total Financial
Liabilities - 1,334,388

- -
4,596,169 3,395,186 4,596,169 4,729,574

Net Financial
Assets/
(Liabilities) 448,115 829,047 155,767 - (861,709) 26,436 (257,827) 855,483

Reconciliation of net financial assets/(liabilities) to net assets
2005 2004

$ $

Net financial assets/(liabilities) as above (257,827) 855,483
Inventories 1,083,909 1,128,130
Fixed Assets 4,072,250 9,449,882
Employee benefits (421,076) (416,002)
Provisions (837,788) (925,392)

---------------- ----------------
Net assets per statement of financial position 3,639,468 10,092,101

========= =========
(b) Credit Risk

The maximum exposure to credit risk, excluding the value of any collateral or other security, at balance
date to recognised financial assets is the carrying amount of those assets, net of any provision for
doubtful debts, as disclosed in the Statement of Financial Position and notes to the financial report.
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The company does not have any material credit risk exposure to any single debtor or group of debtors
under financial instruments entered into by the company.

(c) Net Fair Values

The net fair values of listed investments have been valued at the quoted market bid price at balance date
adjusted for transaction costs expected to be incurred. For other assets and other liabilities net fair value
approximates their carrying value. No financial assets and financial liabilities are readily traded on
organised markets in a standardised form other than listed investments. Financial assets where the
carrying amount exceeds net fair values have not been written down as the company intends to hold
these assets to maturity.

The aggregate net fair values and carrying amounts of financial assets and financial liabilities are
disclosed in the statement of financial position and in the notes to and forming part of the financial
statements.

(d) Tulloch Lodge Limited has placed a fixed and floating charge over the assets of Lion Energy Ltd.

20. Joint Ventures

The consolidated entity’s interest in the Indonesian petroleum exploration joint venture is represented by:

$
Receivables 710,932
Prepayments 13,040
Inventory 281,005
Equipment 46,944
Exploration and Development 2,334,251
Accounts Payable (886,172)

_________
2,500,000

=========

Kalrez Petroleum (Seram) Ltd has a 2.5% interest in a Petroleum Production Sharing Contract in Indonesia.

Consolidated Parent Entity
2005 2004 2005 2004

$ $ $ $
21. Other Current Assets

Prepaid capital raising costs - 289,124 - -
Prepayments 366,427 375,753 21,182 16,768

---------------- ---------------- --------------- ---------------
Balance at end of year 366,427 664,877 21,182 16,768

========= ========= ======== =========

22. Accumulated Losses

Balance at beginning of year (23,389,656) (22,660,185) (23,188,355) (21,702,112)
(Loss) for year (10,259,228) (729,471) (10,010,723) (1,486,243)

--------------- -------------- -------------- ---------------
Balance at end of year (33,648,884) (23,389,656) (33,199,078) (23,188,355)

========= ======== ======== =========

23. Contingent Liabilities
The economic entity and the parent entity have no contingent liabilities.
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24. Commitments

2005
$

2004
$

Capital expenditure commitments contracted for:

Capital expenditure projects 4,132,515 3,480,000

Payable
- not later than 1 year 2,743,193 1,195,000
- later than 1 year but not later than 5 years 1,389,322 2,285,000

4,132,515 3,480,000

25. Subsequent Events

During July 2005 the company sold the 500,000 Bow Energy Ltd shares it held with sale proceeds of $63,104
net of brokerage costs. At 30 June 2005 the market value of these shares was $62,500.

During July 2005 the company sold the 988,073 Carpathian Resources Ltd shares it held with sale proceeds of
$60,247 net of brokerage costs. At 30 June 2005 the market value of these shares was $58,296.

On 28 July 2005 the buy back of un-marketable parcels was completed by the issue of cheques. The
company bought back 13,902,004 shares at 0.7 cents for total proceeds of $97,314.

On 7th October 2005 the company announced it had entered into a Share Purchase Agreement with Global
Select Limited to sell the company’s interest in the Bula Block PSC and the service company interests. The
total consideration for the sale is $US4,850,000. The company has received a deposit of $US450,000 and
will received the balance of the consideration of $US4,050,000 on or before the completion date of the sale
and the balance of $US350,000 to be paid on or before the day seven months from the completion date.

26. Adoption of Australian Equivalents to International Financial Reporting Standards

Lion Energy Limited is in the process of transitioning its accounting policies and financial reporting from the
current Australian Accounting Standards (AGAAP) to Australian equivalents of International Financial Reporting
Standards (AIFRS) which will be applicable for the financial year ended 30 June 2006. The company’s
management, in consultation with its auditors where necessary have identified and assessed the key areas
which would be impacted by the transition to AIFRS.

Set out below are the key accounting policies expected to change on adoption of AIFRS and the best estimate of
the quantitative impact, if applicable, as at 30 June 2005 and on net loss for the year ended 30 June 2005.
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Reconciliation of equity as presented under AGAAP to that under AIFRS

CONSOLIDATED PARENT

Notes
30 June

2005
1 July 2004 30 June

2005
1 July
2004

Total equity under AGAAP 3,639,468 10,092,101 4,089,274 10,293,402

Adjustments to retained earnings (net
of tax)
Exploration expenditure 3 - - - -
Gain on financial instruments 4 589,268 - 589,268 -
Impairment of assets 1 - - - -
Foreign exchange 5 (717,581) (2,297,550) - -

Total equity under AIFRS 3,511,155 7,794,551 4,678,542 10,293,402

Reconciliation of net loss under AGAAP to that under AIFRS

YEAR ENDED 30 JUNE 2005 Notes CONSOLIDATED PARENT
30 June

2005
1 July
2004

30 June
2005

1 July
2004

Net loss as reported under AGAAP (10,259,228) (729,471) (10,010,723) (1,486,243)

Adjustments to retained earnings (net
of tax)
Exploration expenditure 3 - - - -
Gain on financial instruments 4 589,268 - 589,268 -
Impairment of assets 1 - - -
Foreign exchange 5 1,579,968 - - -

-
Net loss under AIFRS (8,089,992) (729,471) (9,241,455) (1,486,243)

1. Impairment of Assets

The economic entity currently determines the recoverable amount of an asset on the basis of undiscounted
net cash flows which will be received from the assets use and subsequent disposal. In terms of pending
AASB 136: Impairment of Assets, the recoverable amount of an asset will be determined as the higher of
fair value less costs to sell and value in use. It is likely that this change in accounting policy will lead to
impairments being recognised more often than under the existing policy.

The economic entity has tested for impairment under AIFRS at 30 June 2005 and the financial impact is
expected to be nil.

2. Income Tax

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 a provision for deferred income tax or future income tax benefit.
Future income tax benefits are only brought to account if realisation of the asset is beyond a reasonable
doubt. Under the Australian equivalent IAS 12, the economic entity will be required to adopt a balance sheet
approach under which temporary differences are identified for each asset and liability rather that the effects
of the timing and permanent differences between taxable income and accounting profit.
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On adoption it is possible that the company may be able to recognise a deferred tax asset in relation to tax
losses carried forward where it is probable that a taxable profit will be available against which deductible
temporary differences can be utilised. As at 30 June 2005 the company had carried forward tax losses of
approximately $8,050,000.

3. Mineral and Petroleum Exploration and Evaluation Expenditure

Currently, the economic entity carries forward exploration and evaluation expenditure if it is expected the
expenditure will be recovered through successful development and exploitation of the area of interest or by
its sale or activities in the area have not yet reached the stage where a reasonable estimate of economically
reserves can be assessed. Under the Australian equivalent AASB6, an entity may partially or fully capitalise
exploration and evaluation expenditure if it is expected the expenditures will be recouped through the
successful development and exploitation of the area of interest or by its sale or activities in the area of
interest have not yet reached the stage where a reasonable estimate of economically recoverable reserves
can be assessed. As such there will be no change to the Company’s accounting policy for exploration and
evaluation expenditure under AIFRS. However, exploration expenditure may be required to be written off as
annual impairment testing will be required on capitalised exploration and evaluation expenditure.

As there is no change to the accounting policy for exploration and evaluation expenditure on transition the
financial impact will be nil.

4. Financial Instruments

Currently, the economic entity measures investments in listed and unlisted securities at cost less permanent
diminution in value which is carried through to the statement of financial performance. Under AASB 139,
financial instruments are classified as either held to maturity assets or available for sale financial assets.
Held to maturity assets are measured at cost and subject to impairment testing. Available for sale assets are
measured at fair value with changes in fair value recognised as equity subject to impairment. Financial
assets or liabilities are measured at fair value and recognised in the statement of financial performance.

The shares in listed entities held by the company at 30 June 2005 will be classified as held for trading
assets and measured at fair value recognised through the statement of financial performance. For the
year ended 30 June 2005 there was an overall increase in the market value of the holdings so the
impact on transition would be to include an increase in market value of $589,269 in the statement of
financial performance for the year.

5. Foreign Currency

Currently the economic entity translates the non monetary assets of the foreign subsidiaries at historic rates
under AASB 1012. Under AASB 121, The Effects of Changes in Foreign Currency Exchange Rates, an
entity whose functional currency is different to its presentation currency is required to translate its assets
and liabilities at the closing rate with the resulting exchange differences being transferred to a translation
reserve.

The estimated impact of this change in policy is to:

Increase consolidated accumulated losses by $2,297,550 at 30 June 2004
Decrease consolidated loss for the year ended 30 June 2005 by $1,579,968
Increase consolidated accumulated losses by $717,582at 30 June 2005
Create a translation reserve debit balance of $40,905

The Directors of the Company have determined that the functional currency of the Company’s subsidiaries
in Indonesia is the United States Dollar.
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The directors of the company declare that:

1. the financial statements and notes, as set out on pages 9 to 31 are in accordance with the
Corporations Act 2001 and:

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 2005 and of the
performance for the year ended on that date of the company and economic entity;

2. the Chief Executive Officer and Chief Finance Officer have each declared that:

a. the financial records of the company for the financial year have been properly
maintained in accordance with section 286 of the Corporations Act 2001;

b. the financial statements and notes for the financial year comply with the Accounting
Standards; and

c. the financial statements and notes for the financial year give a true and fair view.

3. 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.

P C Garner
DIRECTOR

Dated this 14th day of November 2005
Perth, Western Australia


