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Directors’ Report

Y our directors submit their report on the consolidated entity (referred to hereafter as the Group) consisting of Key Petroleum Limited and
the entitiesit controlled at the end of, or during, the year ended 30 June 2009.

DIRECTORS

The names and details of the Company’s directors in office during the year and until the date of this report are as follows. Where
applicable, al current and former directorships held in listed public companies over the last three years have been detailed below.
Directors were in office for this entire period unless otherwise stated.

Names, qualifications, experience and special responsibilities

Edward Ellyard, B.Sc.(Geology), Grad.Dip, MAusiIMM, MAAPG (Chairman, member of the Audit and Remuneration Committees)

Mr Ellyard is a geologist with over 30 years experience in petroleum and petroleum exploration, development and production. Mr
Ellyard graduated from Curtin University, Perth in 1974 and has worked for severa magor Austraian and international resource
companies. More recently, Mr Ellyard was Managing Director and CEO of Hardman Resources Ltd from 1996 to late 2004. In that role
he oversaw the international expansion of Hardman into the Mauritanian oil/gas discoveries and its dramatic market capitalisation growth
from less that $5 million to over $1.5 hillion.

Mr Ellyard has been involved at board level in the management of listed Australian resource companies for the past 20 years and has
been a founding director of several companies. Currently, Mr Ellyard is a director of Bonaparte Diamond Mines NL and Minemakers
Limited. Mr Ellyard has not held any former directorshipsin the last 3 years.

Kenneth Russedll (Managing Director)

Mr Russell is a petroleum engineering and production technology specialist with over 30 years experience in the internationa oil and gas
industry. He commenced his career in the ail producing offshore fields of West Africawith Gulf Oil Limited in Angola and later worked
for Flopetrol Schlumberger Limited, involved in well testing, wireline services and production and worked in areas such as Australia,
Asia and various parts of Africaand Europe.

In 1984 he established a petroleum engineering and production technology consultancy business which participated in the devel opment
of alarge number of the oil and gas fields in Australia and aso in parts of South East Asia, Brazil, and Russia. His client list included
companies such as Royal Dutch Shell plc (Shell), Enterprise Oil plc, Chevron Limited, BHP Billiton Limited and Hardman Resources
Limited as well as anumber of smaller entities.

Mr Russell has held a number of managerial roles and directorshipsin the oil and gas industry throughout his career and was a founding
Director of Bounty Oil and Gas NL. He has considerable experience, developed over the last 20 years, in international business and has
practical operating experience operating in the areas of Key Petroleum’s exploration permits. Mr Russell has not held any former
directorshipsin the last 3 years.

DennisWilkins, B.Bus, AICD, ACIS (Finance Director, member of the Audit and Remuneration Committees)

Mr Wilkins is an accountant who has been a director, company secretary or acted in a corporate advisory capacity to listed resource
companies for over 20 years.

Mr Wilkins previously served as the Finance Director and Company Secretary for a mid tier gold producer and aso spent five years
working for a leading merchant bank in the United Kingdom. Resource postings to Indonesia, South Africa and New Zealand in
managerial roles has broadened his international experience.

Mr Wilkins has extensive experience in capital raising specifically for the resources industry and is the principal of DWCorporate Pty
Ltd which provides advisory, funding and administrative management services to the resource sector. Mr Wilkins is a director of
Bonaparte Diamond Mines NL and Minemakers Limited. Mr Wilkins is a former director of Marengo Mining Limited and South
Boulder Mines Limited within the last 3 years.

Richard O’ Shannassy, B.Juris.; LL.B. (Hons) (Non Executive Director, Chairman of the Audit and Remuneration Committees)

Mr O'Shannassy is a commercial lawyer with over 25 years experience in the mining and energy sectors. He has experienced private
legal practice, including conducting his own practicein Perth for over 13 years, as wel asin-house roles - most recently, he was General
Counsel & Company Secretary for Hardman Resources Limited until it was acquired by Tullow Qil plc under a Scheme of Arrangement
inlate 2006. He has served upon mining industry committees over a number of years and is a member of Australian Mining & Petroleum
Law Association Inc. Currently Mr O Shannassy is a director of Minemakers Limited and Hardman Resources Pty Ltd (formerly ASX
listed company Hardman Resources Limited). Mr O’ Shannassy has not held any former directorshipsin the last 3 years.

Terence Nilsen was adirector from the beginning of the financid year until 8 July 2008.

COMPANY SECRETARY

John Ribbons, B.Bus., CPA, ACIS

Mr Ribbons is an accountant who has worked within the resources industry for over 15 years in the capacity of company accountant,
group financial controller or company secretary.

Mr Ribbons has extensive knowledge and experience with ASX listed production and exploration companies. He has considerable site
based experience with operating mines and has aso been involved with the listing of severa exploration companies on ASX. Mr
Ribbons has experiencein capital raising, ASX compliance and regul atory requirements.
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Directors' Report continued

Interests in the shares and options of the company and related bodies corporate

As at the date of thisreport, theinterests of the directors in the shares and options of Key Petroleum Limited were:

Ordinary Options over

Shares Ordinary

Shares
Edward Ellyard 6,675,000 1,000,000
Kenneth Russdll 5,815,000 2,000,000
Dennis Wilkins 1,000,000 750,000
Richard O’ Shannassy 300,000 750,000

PRINCIPAL ACTIVITIES

The principa activities of the Company during the year were the acquisition of petroleum permits, and the exploration of these permits
with the objective of identifying economic oil and gas deposits.

DIVIDENDS
No dividends were paid or declared during the year. No recommendation for payment of dividends has been made.

OPERATING AND FINANCIAL REVIEW

Finance Review
The Group has recorded an operating | oss after income tax for the year ended 30 June 2009 of $3,136,955 (2008: $5,745,181).
At 30 June 2009 funds available tota led $5,594,855.

Operating Results for the Year
Summarised operating results are as follows:

2009
Revenues Results
$ $

Geographic segments
Australia 500,857 (787,123)
Tanzania - (2,224,866)
Italy 511 (124,966)
Consolidated entity revenues and loss from ordinary activities before income tax expense 501,368 (3,136,955)
Shareholder Returns

2009 2008
Basic | oss per share (cents) (3.6) (6.7)

Risk Management

The board is responsible for ensuring that risks, and also opportunities, are identified on atimely basis and that activities are digned with
the risks and opportunities identified by the board.

The Company believes that it is crucia for al board members to be a part of this process, and as such the board has not established a
separate risk management committee.

The board has a number of mechanisms in place to ensure that management's objectives and activities are aligned with the risks identified
by the board. These include the following:
Board approval of a strategic plan, which encompasses strategy statements designed to meet stakeholders needs and manage busi ness
risk.
Implementation of board approved operating plans and budgets and board monitoring of progress against these budgets.

SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS

Other than as disclosed in this Annual Report, no significant changes in the state of affairs of the Group occurred during the financial
year.
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Directors' Report continued

SIGNIFICANT EVENTS AFTER THE BALANCE DATE

No matters or circumstances, besides those disclosed at note 28, have arisen since the end of the financid year which significantly
affected or may significantly affect the operations of the Company, the results of those operations, or the state of affairs of the Company
in future financial years.

LIKELY DEVELOPMENTS AND EXPECTED RESULTS
The Group expects to become a producer once the Company compl etes the acquisition of Midmar Energy Onshore Limited.

ENVIRONMENTAL REGULATION AND PERFORMANCE
The Company is subject to significant environmental regulation in respect of its exploration activities.

The Company aims to ensure the appropriate standard of environmenta care is achieved, and in doing so, that it is aware of and isin
compliance with al environmental legislation. The directors of the Company are not aware of any breach of environmental legislation for
the year under review.

The directors have considered the recently enacted National Greenhouse and Energy Reporting Act 2007 (the NGER Act) which
introduces a single nationa reporting framework for the reporting and dissemination of information about greenhouse gas emissions,
greenhouse gas projects, and energy use and production of corporations. At the current stage of development, the directors have
determined that the NGER Act will have no effect on the Group for the current, nor subsequent, financial year. The directors will
reassess this position as and when the need arises.

REMUNERATION REPORT

The remuneration report is set out under the following main headings:
Principles used to determine the nature and amount of remuneration
Details of remuneration

Service agreements

Share-based compensation

Additional information

The information provided in this remuneration report has been audited as required by section 308(3C) of the Corporations Act 2001.

mooOw>

A Principles used to determine the nature and amount of remuneration

Remuneration Palicy

The remuneration policy of Key Petroleum Limited has been designed to align director and executive objectives with shareholder and
business objectives by providing a fixed remuneration component and offering specific long-term incentives based on key performance
areas affecting the Company’ s financial results. The board of Key Petroleum Limited believes the remuneration policy to be appropriate
and effective in its ability to attract and retain the best executives and directors to run and manage the Company.

The board's palicy for determining the nature and amount of remuneration for board members and senior executives of the Company is
asfollows:

The remuneration policy, setting the terms and conditions for the executive directors and other senior executives, was devel oped by the
board. All executives receive a base salary or an agreed fee (which is based on factors such as length of service and experience) and
superannuation or GST. The board reviews executive packages annualy by reference to the Company's performance, executive
performance and comparable information from industry sectors and other listed companiesin similar industries.

The board may exercise discretion in relation to approving incentives, bonuses and options. The policy is designed to atract and retain
the highest calibre of executives and reward them for performance that results in long-term growth in shareholder wealth.

Executives are dso eligible to participate in the employee share and option arrangements.

The executives receive a superannuation guarantee contribution required by the government, which is currently 9%, and do not receive
any other retirement benefits.

All remuneration paid to directors and executives is valued at the cost to the company. Based on each individua’s timesheet, costs are
allocated to exploration projects and treated in accordance with the accounting policy described a note 1(o), or expensed where the time
isnot allocated directly to a project. Options are valued using the Black-Schol es methodol ogy.

The board policy is to remunerate non-executive directors a market rates for comparable companies for time, commitment and
responsibilities. The board determines payments to the non-executive directors and reviews their remuneration annually, based on market
practice, duties and accountability. Independent externa advice is sought when required. The maximum aggregate amount of fees that
can be paid to non-executive directors is subject to approval by shareholders at the Annual Genera Mesting (currently $300,000). Fees
for non-executive directors are not linked to the performance of the Company. However, to align directors interests with shareholder
interests, the directors are encouraged to hold sharesin the Company and are eligible to participate in the employee option plan.

Performance based remuneration

The Company currently has no specific performance based remuneration component built into director and executive remuneration
packages.
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Directors' Report continued

Company performance, shareholder wealth and directors' and executives' remuneration

The remuneration policy has been tailored to increase the direct positive relaionship between shareholders investment objectives and
directors’ and executives performance. The Company plans to facilitate this process by directors and executives participating in future
option issues to encourage the aignment of personal and shareholder interests. The company believes this palicy will be effective in
increasing shareholder wealth. For details of directors' and executives' interests in options at year end, refer to note 19 of the financial
Statements.

B Details of remuneration

Details of the remuneration of the directors, the key management personnel of the Group (as defined in AASB 124 Related Party
Disclosures) and specified executives of Key Petroleum Limited and the Key Petroleum Group are set out in the following table.

The key management personnel of Key Petroleum Limited include the directors and company secretary as per page 3 above.
Given the size and nature of operations of Key Petroleum Limited, there are no other employees who are required to have their
remuneration disclosed in accordance with the Corporations Act 2001.

Key management personnel and other executives of Key Petroleum Limited

Post Share-based
Short-Term Employment Payments Total
Saay Termination
& Fees Non Monetary Superannuation benefits Options
$ $ $ $ $ $

Directors
Edward Ellyard

2009 43,680 8,850 3,931 7,500 63,961

2008 51,800 6,181 4,662 - - 62,643
Kenneth Russdll

2009 284,002 8,850 - - 15,000 307,852

2008 264,002 6,181 - - - 270,183
Dennis Wilkins

2009 146,049 8,850 - - 5,625 160,524

2008 209,017 6,181 - - 215,198
Richard O’ Shannassy

2009 79,500 8,850 - - 5,625 93,975

2008 83,928 6,181 - - - 90,109
Terence Nilsen (resigned 8 July 2008)

2009 38,470 - 3,462 - - 41,932

2008 193,064 6,181 17,376 - - 216,621
Other key management per sonnel
John Ribbons

2009 - - - - 3,750 3,750

2008 - - - - 2,770 2,770
Total key management personnel compensation

2009 591,701 35,400 7,393 - 37,500 671,994

2008 801,811 30,905 22,038 - 2,770 857,524

C Service agreements
The details of service agreements of the key management personne of Key Petroleum Limited are as follows:

Kenneth Russell, Managing Director:
Term of agreement — 3 years commencing 24 April 2007.

Annual consultancy fees of $290,000 (plus GST) are paid to Russell Group Pty Ltd, a company of which Mr Russell is a director and
sharehol der.

The agreement may be terminated by either party by giving 3 months written notice.

Dennis Wilkins, Finance Director:
Term of agreement — four months written notice of termination by either party.

Mr Wilkins' firm, DWCorporate Pty Ltd, is engaged to provide book-keeping, accounting and company secretaria services. Fees are
charged on an hourly basis, and al amounts are included in Mr Wilkins remuneration.
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Richard O’ Shannassy, Non Executive Director:
Mr O’ Shannassy’s firm, Richard O Shannassy & Co Pty Ltd, is engaged to provide legal services. Fees are charged on an hourly
basis with a minimum monthly retainer of $4,000, and al amounts are included in Mr O’ Shannassy’ s remuneration. The agreement
has no fixed term, however, requires one month natification of termination.

D Share-based compensation

Options are issued to directors and executives as part of their remuneration. The options are not issued based on performance criteria, but
are issued to the mgority of directors and executives of Key Petroleum Limited to increase goal congruence between executives,
directors and shareholders. The following options were granted to or vesting with key management personnel during the year:

Value per
Exercise  option at
Granted Price grant date Exercised % of
Grant Date Number VestingDate Expiry Date (cents) (cents) Number Remuneration
Directors
Ted Ellyard 26/11/2008 1,000,000 26/11/2008  30/11/2010 50 0.75 N/A 11.7
Ken Russell 26/11/2008 2,000,000 26/11/2008  30/11/2010 50 0.75 N/A 4.9
Dennis Wilkins 26/11/2008 750,000 26/11/2008  30/11/2010 50 0.75 N/A 35
Richard O’ Shannassy  26/11/2008 750,000 26/11/2008  30/11/2010 50 0.75 N/A 6.0
Other Key Management Per sonnel
John Ribbons 26/11/2008 500,000 26/11/2008  30/11/2010 50 0.75 N/A 100.0

There were no ordinary shares issued upon exercise of remuneration options to directors or other key management personnel of Key
Petroleum Limited during the year. Refer to note 31 for model inputs for the options granted.

E Additional information

Performance income as a proportion of total compensation
No performance based bonuses have been paid to key management personnel during the financial year.

DIRECTORS’ MEETINGS
During the year the Company held twelve meetings of directors. The attendance of directors at meetings of the board were:
M eetings of Committees

Directors Megtings Audit Remuneration
A B A
Edward Ellyard 12 12 2 1 1
Kenneth Russell 12 12 * * * *
Dennis Wilkins 11 12 1 2 1 1
Richard O’ Shannassy 12 12 2 2 1 1
Terence Nilsen 1 1 * * * *

Notes

A — Number of meetings attended.

B — Number of meetings held during the time the director held office during the year.
* - Not amember of the relevant committee.



]
Key Petroleum Limited

Directors' Report continued

SHARES UNDER OPTION
At the date of thisreport there are 5,550,000 unissued ordinary sharesin respect of which options are outstanding.
Number of options

Balance a the beginning of the year 44,225,002
M ovements of shar e options during the year
Issued, exercisable at 20 cents, on or before 30 November 2010 750,000
Issued, exercisable at 50 cents, on or before 30 November 2010 5,000,000
Expired on 31 March 2009, exercisable at 35 cents (listed) (44,000,002)
Expired on 31 March 2009, exercisable at 35 cents (unlisted) (225,000)
Total number of options outstanding as at 30 June 2009 5,750,000
M ovements subsequent to year end:
Cancelled, exercisable at 20 cents, on or before 30 November 2010 (200,000)
Total number of options outstanding as at the date of thisreport 5,550,000
The balance is comprised of the following:
Expiry date Exercise price (cents) Number of options
30 November 2010 20 550,000
30 November 2010 50 5,000,000
Total number of options outstanding at the date of thisreport 5,550,000

No person entitled to exercise any option referred to above has or had, by virtue of the option, aright to participate in any share issue of
any other body corporate.

INSURANCE OF DIRECTORS AND OFFICERS

During or since the financial year, the Company has paid premiums insuring all the directors of Key Petroleum Limited against costs
incurred in defending proceedings for conduct involving:

(a) awilful breach of duty; or

(b) acontravention of sections 182 or 183 of the Corporations Act 2001,
as permitted by section 199B of the Corporations Act 2001.
Thetotal amount of insurance contract premiums paid is $31,080.

NON-AUDIT SERVICES
There were no non-audit services provided by the entity's auditor, Bentleys, or associated entities.

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 al or any 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.

AUDITOR’S INDEPENDENCE DECLARATION
A copy of the auditor's independence declaration as required under section 307C of the Corporations Act 2001 is set out on page 9.

Signed in accordance with aresolution of the directors.

ii o
COIIIIA WY

Dennis Wilkins
Finance Director

Perth, 30 September 2009
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Corporate Governance Statement

The Board of Directors

The Company's constitution provides that the number of directors shall not be less than three and not more than nine. There is no
requirement for any share holding qualification.

As and if the Company's activities increase in size, nature and scope the size of the board will be reviewed periodicaly, and as
circumstances demand. The optimum number of directors required to supervise adequately the company's constitution will be determined
within the limitations imposed by the constitution.

The membership of the board, its activities and composition, is subject to periodic review. The criteriafor determining the identification
and appointment of a suitable candidate for the board shall include quality of the individua, background of experience and achievement,
compatibility with other board members, credibility within the company's scope of activities, intellectua ability to contribute to board's
duties and physical ability to undertake board's duties and responsibilities.

Directors are initially appointed by the full board subject to eection by shareholders at the next general meeting. Under the Company's
constitution the tenure of a director (other than managing director, and only one managing director where the position is jointly held) i<
subject to reappointment by shareholders not later than the third anniversary following his or her last appointment. Subject to the
requirements of the Corporations Act 2001, the board does not subscribe to the principle of retirement age and there is no maximum
period of service as a director. A managing director may be appointed for any period and on any terms the directors think fit and, subject
to the terms of any agreement entered into, may revoke any appointment.

The board considers that the Company is not currently of a size, nor are its affairs of such complexity to justify the formation of separate
or special committees (other than an Audit Committee) at thistime. The board as a whole is able to address the governance aspects of
the full scope of the Company's activities and to ensure that it adheres to appropriate ethical standards.

Role of the Board

The board's primary role is the protection and enhancement of long-term sharehol der value.

To fulfil thisrole, the board is responsible for oversight of management and the overall corporate governance of the Company including
its strategic direction, establishing goals for management and monitoring the achievement of these goals.

Appointmentsto Other Boards

Directors are required to take into consideration any potentia conflicts of interest when accepting appoi ntments to other boards.

Independent Professional Advice

The board has determined that individua directors have the right in connection with their duties and responsibilities as directors, to seek
independent professional advice at the Company's expense. With the exception of expenses for legal advice in relation to director's rights
and duties, the engagement of an outside adviser is subject to prior approval of the Chairman and this will not be withheld unreasonably.

Continuous Review of Corporate Governance

Directors consider, on an ongoing basis, how management information is presented to them and whether such information is sufficient to
enable them to discharge their duties as directors of the Company. Such information must be sufficient to enable the directors to
determine appropriate operating and financial strategies from time to timein light of changing circumstances and economic conditions.
The directors recognise that petroleum exploration is an inherently risky business and that operationa strategies adopted should,
notwithstanding, be directed towards improving or maintaining the net worth of the Company.

ASX Principles of Good Corporate Governance

The board has reviewed its current practices in light of the revised ASX Corporate Governance Principles and Recommendations with &
view to making amendments where applicabl e after considering the Company's size and the resourcesit has available.

As the Company's activities develop in size, nature and scope, the size of the board and the implementation of any additional formal
corporate governance committees will be given further consideration.

The board has adopted the revised Recommendations and the following table sets out the company's present position in relation to each
of the revised Principles.

10
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Corporate Governance Statement continued

Principle 1:

11

12

13

Principle 2:
21

22

23

24

25

2.6

Principle 3:

31

A = Adopted

ASX Principle

Lay solid foundations for

management and over sight

Companies should establish the A
functions reserved to the board and

those del egated to senior executives

and disclose those functions

Companies should disclose the N/A
process for evauating the

performance of senior executives

Companies should provide the A

information indicated in the Guideto (in part)

reporting on Principle 1

Structurethe board to add value

A majority of the board should be N/A
independent directors

The chair should be an independent A
director

Theroles of chair and chief executive A
officer should not be exercised by the
same individua

The board should establish a
nomination committee

N/A

Companies should disclose the N/A
process for evauating the

performance of the board, its

committees and individual directors

Companies should provide the A

information indicated in the Guideto (in part)

reporting on Principle 2

Promote ethical and responsible

decision-making

Companies should establish a code of A

conduct and disclose the code or a

summary of the code as to:

« the practices necessary to
maintain confidence in the
company’' s integrity

« the practices necessary to take
into account their legal
obligations and the reasonable
expectations of their stakeholders

« theresponsbility and
accountability of individuas for
reporting and investigating
reports of unethical practices

N/A = Not adopted

Status

Refer ence/comment

Matters reserved for the board are included on the Company’s
website.

Acting in its ordinary capacity, the board from time to time carries
out the process of considering and determining performance issues.
The remuneration of executive and non executive Directors is
reviewed by the board with the exclusion of the Director concerned.
The remuneration of executive management is reviewed and
approved by the Board.

Given the Company’ s background, the nature and size of its business
and the current stage of its development the board compromises four
directors, two of whom are non-executive (including the independent
Chairman). The board believes that this is both appropriate and
acceptable at this stage of the Company’ s devel opment.

The positions of Chairman and Managing Director are held by
separate persons.

The board has no formal nomination committee. Acting in its
ordinary capacity from time to time as required, the board carries out
the process of determining the need for screening and appointing new
directors. In view of the size and resources available to the Company,
it is not considered that a separate nomination committee would add
any substance to the process.

Given the size of the Company, formal procedures for evaluating the
performance of the board, committees and individua directors have
not been developed. The Company conducts these aspects on an
ongoing basis and takes action to correct any abnormalities.

The skills and experience of Directors are set out in the Company’ <
Annual Report and on its website.

The Company has formulated a Code of Conduct which can be
viewed on the Company’ s website.

11
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3.2

3.3

Principle 4:

41

4.2

4.3

4.4

Principle5:

51

5.2

Principle 6:

6.1

A = Adopted

ASX Principle

Companies should establish a policy
concerning trading in company
securities by directors, senior
executives and employees, and
disclose the policy or a summary of
that policy

Companies should provide the
information indicated in the Guide to
reporting on Principle 3

Safeguard integrity in financial
reporting

The board should establish an audit
committee

The audit committee should be
structured so that it:
consists only of non-executive
directors
consists of amgjority of
independent directors
is chaired by an independent
chair, who is not chair of the
board
has at |east three members
The audit committee should have a
formal charter
Companies should provide the
information indicated in the Guide to
reporting on Principle 4

M aketimely and balanced
disclosure

Companies should establish written
policies designed to ensure
compliance with ASX Listing Rule
disclosure requirements and to ensure
accountability at a senior executive
level for that compliance and disclose
those policies or asummary of those
policies

Companies should provide the
information indicated in the Guide to
reporting on Principle 5

Respect therights of shareholders
Companies should design a
communications policy for
promoting effective communication
with shareholders and encouraging
their participation a general meetings
and disclose their palicy or a
summary of that policy

N/A = Not adopted

Status

A

N/A

> >

Refer ence/comment

The company has formulated a securities trading policy, which can
be viewed on its website.

The Company has established an audit committee which
compromises three members, two being non executive independent
directors. The charter for this committee is disclosed on the
Company’s website. Sourcing dternative or additiona directors to
strictly comply with this Principle is considered expensive with costs
outwei ghing the potential benefits. In addition, the board as a whole
addresses the governance aspects to the full scope of the Company’ s
activities to ensure that it adheres to appropriate ethical standards. All
matters which might properly be dedt with by special committees are
subject to regular scrutiny at full board meetings.

The Company only has two non executive directors.

The Company has instigated internal procedures designed to provide
reasonable assurance to the effectiveness and efficiency of
operations, the reliability of financial reporting and compliance with
relevant laws and regulations. The board is acutely aware of the
continuous disclosure regime and there are strong informational
systems in place to ensure compliance, underpinned by experience.

The Board receives monthly updates on the status of the Company’ <
activities and any new or proposed activities. Disclosure is reviewed
as aroutine agendaitem at each Board Meeting.

In line with adherence to continuous discl osure requirements of ASX,
all shareholders are kept informed of major devel opments affecting
the Company. This disclosure is through regular shareholder
communications including the Annua Reports, Half Yearly Reports,
Quarterly Reports, the Company Website and the distribution of
specific releases covering major transactions and events or other
price senditive information.

12
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6.2

Principle 7

7.1

7.2

7.3

7.4

Principle 8:

8.1

8.2

8.3

A = Adopted

ASX Principle Status
Companies should provide the A
information indicated in the Guide to

reporting on Principle 6

Recognise and manage risk
Companies should establish policies A
for the oversight and management of
material business risks and disclose a
summary of those policies

The board should require N/A
management to design and

implement the risk management and

internal control system to manage the
company's material business risks

and report to it on whether those risks

are being managed effectively. The

board should disclose that

management has reported to it asto

the effectiveness of the company’s
management of its materia business

risks

The board should disclose whether it A
has received assurance from the chief
executive officer (or equivalent) and

the chief financial officer (or

equivalent) that the declaration

provided in accordance with section

295A of the Corporations Act is

founded on a sound system of risk
management and internal control and

that the system is operating

effectively in al material respectsin

relation to financial reporting risks
Companies should provide the N/A
information indicated in the Guide to
reporting on Principle 7

Remunerate fairly and responsibly

The board should establish a A
remuneration committee

Companies should clearly distinguish A
the structure of non-executive

directors' remuneration from that of
executive directors and senior

executives

Companies should provide the A
information indicated in the Guide to
reporting on Principle 8

N/A = Not adopted

Refer ence/comment

The Company has formulated a Communication Policy which can be
viewed on the Company website.

While the Company does not have formalised policies on risk
management the Board recognises its responsibility for identifying
areas of significant business risk and for ensuring that arrangements
are in place for adequatdly managing these risks. This issue is
regularly reviewed at Board meetings and risk management cultureis
encouraged amongst employees and contractors.

Determined areas of risk which are regularly considered include:

performance and funding of exploration activities

budget control and asset protection

status of mineral tenements

land access and native title considerations

compliance with government laws and regulations

safety and the environment

continuous disclosure obligations

share market conditions

sovereign risk
Wh|Ie the Company does not have formalised policies on risk
management it recognises its responsibility for identifying areas of
significant business risk and for ensuring that arrangements are in
place for adequately managing these risks. This issue is regularly
reviewed at board meetings and risk management culture is
encouraged amongst employees and contractors.

For information on the Company’ s Remuneration Committee refer to
its website.

Refer to the Remuneration Report in the Company’s Annual Report.
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Income Statement

Key Petroleum Limited

YEAR ENDED 30 JUNE 2009 Notes Consolidated Parent Entity

2009 2008 2009 2008

$ $ $ $

REVENUE FROM CONTINUING OPERATIONS 4 501,368 820,248 535,878 818,893
EXPENDITURE
Depreciation expense (47,506) (52,457) (47,506) (52,457)
Salaries and employee benefits expense (144,978) (614,315) (144,978) (614,315)
Corporate expenditure (179,963) (282,050) (179,963) (271,884)
Administration costs (1,006,119) (716,952) (839,543) (575,316)
Exploration costs written off (2,183,767) (4,581,589) (2,183,767) (4,581,589)
Share based expense 31 (50,325) (6,232 (50,325) (6,232
Share of net loss of associate accounted for using the
equity method 26(c) (25,665) (34,106) - -
Other expenses - (277,728) - (277,728)
LOSS BEFORE INCOME TAX 5 (3,136,955) (5,745,181) (2,910,204) (5,560,628)
INCOME TAX BENEFIT / (EXPENSE) 6 - - - -
LOSS FOR THE YEAR (3,136,955) (5,745,181) (2,910,204) (5,560,628)
Basic and diluted | oss per share for loss attributable to
the ordinary equity holders of the company (cents per
share) 30 (3.6) (6.7)

The above Income Statement should be read in conjunction with the Notes to the Financial Statements.

14



Balance Sheet

Key Petroleum Limited

AT 30 JUNE 2009 Notes Consolidated Parent Entity

2009 2008 2009 2008

$ $ $ $

CURRENT ASSETS
Cash and cash equivalents 7 5,594,855 8,777,786 5,482,904 8,699,475
Trade and other receivables 8 150,336 189,246 143,362 210,689
TOTAL CURRENT ASSETS 5,745,191 8,967,032 5,626,266 8,910,164
NON-CURRENT ASSETS
Receivables 9 65,046 27,538 1,169,040 188,022
Investment accounted for using the equity method 10 503,462 529,127 600,000 600,000
Other financial assets 11 - - 32,721 32,721
Plant and equipment 12 134,342 132,509 134,342 132,509
Intangible assets 13 2,891 2,891 - -
Petroleum permits and capitalised exploration costs 14 4,587,866 4,579,031 4,000,000 4,530,545
TOTAL NON-CURRENT ASSETS 5,293,607 5,271,096 5,936,103 5,483,797
TOTAL ASSETS 11,038,798 14,238,128 11,562,369 14,393,961
CURRENT LIABILITIES
Trade and other payables 15 181,819 217,992 169,449 141,162
TOTAL CURRENT LIABILITIES 181,819 217,992 169,449 141,162
TOTAL LIABILITIES 181,819 217,992 169,449 141,162
NET ASSETS 10,856,979 14,020,136 11,392,920 14,252,799
EQUITY
Issued capita 16 19,868,699 19,868,699 19,868,699 19,868,699
Reserves 17 (a) 188,687 214,889 276,557 226,232
Accumul ated losses 17 (b) (9,200,407) (6,063,452) (8,752,336) (5,842,132)
TOTAL EQUITY 10,856,979 14,020,136 11,392,920 14,252,799

The above Balance Sheet should beread in conjunction with the Notes to the Financial Statements.
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Key Petroleum Limited

Statement of Changes in Equity

YEAR ENDED 30 JUNE 2009 Notes Consolidated Parent Entity
2009 2008 2009 2008
$ $ $ $
TOTAL EQUITY AT THE BEGINNING OF THE YEAR 14,020,136 19,550,428 14,252,799 19,587,195
Exchange differences on trand ation of foreign
operations (76,527) (11,343) - -
NET INCOME RECOGNISED DIRECTLY IN EQUITY (76,527) (11,343) - -
LOSS FOR THE YEAR (3,136,955) (5,745,181) (2,910,204) (5,560,628)
TOTAL RECOGNISED INCOME AND EXPENSE FOR THE
YEAR ATTRIBUTABLE TO MEMBERS OF KEY
PETROLEUM LIMITED (3,213,482) (5,756,524) (2,910,204) (5,560,628)
Transactions with equity holdersin their capacity as
equity holders:
Shares and options issued during the year 16, 17 - 220,000 - 220,000
Empl oyee options 17 50,325 6,232 50,325 6,232
50,325 226,232 50,325 226,232
TOTAL EQUITY AT THE END OF THE YEAR 10,856,979 14,020,136 11,392,920 14,252,799

The above Statement of Changesin Equity should beread in conjunction with the Notes to the Financial Statements.
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Key Petroleum Limited

Cash Flow Statement

YEAR ENDED 30 JUNE 2009 Notes Consolidated Parent Entity

2009 2008 2009 2008

$ $ $ $

CASH FLOWS FROM OPERATING ACTIVITIES
Payments to suppliers and empl oyees (1,336,928) (1,821,779) (1,086,557) (1,785,304)
Interest received 350,699 831,564 350,146 830,622
Other revenue 178,904 - 178,904 -
Expenditure on petroleum interests (2,304,248) (5473,542) (1,667,184) (5,392,259)
NET CASH (OUTFLOW) FROM OPERATING
ACTIVITIES 29 (3,111,573) (6,463,757) (2,224,691) (6,346,941)
CASH FLOWS FROM INVESTING ACTIVITIES
Payments for plant and equipment (48,194) (34,487) (48,194) (34,487)
Payments for subsidiaries, net of cash acquired 24(c) - 299 - (32,721)
Loansto subsidiaries - - (908,489) (162,107)
L oan to associate company (3/478) - (3.478) -
Payment for bank guarantee (31,719) - (3L,719) -
NET CASH (OUTFLOW) FROM INVESTING
ACTIVITIES (83,391) (34,188) (991,880) (229,315)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issues of ordinary shares and options - 220,000 - 220,000
NET CASH INFLOW FROM FINANCING
ACTIVITIES - 220,000 - 220,000
NET (DECREASE) IN CASH AND CASH
EQUIVALENTS (3,194,964) (6,277,945) (3,216,571) (6,356,256)
Cash and cash equivalents at the beginning of the
financia year 8,777,786 15,055,731 8,699,475 15,055,731
Effects of exchange rate changes on cash and cash
equivaents 12,033 - - -
CASH AND CASH EQUIVALENTS AT THE END OF THE
YEAR 7 5,594,855 8,777,786 5,482,904 8,699,475

The above Cash Flow Statement should be read in conjunction with the Notesto the Financial Statements.
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Key Petroleum Limited

Notes to the Financial Statements

30 JUNE 2009

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation of the financial report are set out below. These palicies have been
consistently applied to all the years presented, unless otherwise stated. The financial report includes separate financial statements for Key
Petroleum Limited as an individual entity and the consolidated entity consisting of Key Petroleum Limited and its subsidiaries. The
financial report is presented in the Australian currency. Key Petroleum Limited is a company limited by shares, domiciled and
incorporated in Australia. The financia report was authorised for issue by the directors on 30 September 2009. The directors have the
power to amend and reissue the financid report.

(a) Basis of preparation
This general purpose financia report has been prepared in accordance with Australian Accounting Standards, other authoritative
pronouncements of the Australian Accounting Standards Board, Urgent Issues Group Interpretations and the Corporations Act 2001.

Compliance with IFRS

The financial report of Key Petroleum Limited aso complies with International Financia Reporting Standards (IFRS) as issued by the
International Accounting Standards Board (IASB).

Historical cost convention

These financid statements have been prepared under the historica cost convention, as modified by the revaluation of available-for-sale
financial assets, financial assets and liabilities (including derivative instruments) at fair value through profit or loss, certain classes of
property, plant and equipment and investment property.

(b) Principles of consolidation
(i) Subsidiaries
The consolidated financia statements incorporate the assets and liabilities of all subsidiaries of Key Petroleum Limited (“ Company” or

“parent entity”) as at 30 June 2009 and the results of all subsidiaries for the year then ended. Key Petroleum Limited and its subsidiaries
together arereferred toin thisfinancial report as the Group or the consolidated entity.

Subsidiaries are dl of those entities (including specid purpose entities) over which the Group has the power to govern the financial and
operating policies, generaly accompanying a shareholding of more than one-half of the voting rights. The existence and effect of
potentia voting rights that are currently exercisable or convertible are considered when assessing whether the Group controls another
entity.

Subsidiaries are fully consolidated from the date on which control is transferred to the Group. They are de-consolidated from the date
that control ceases.

The purchase method of accounting is used to account for the acquisition of subsidiaries by the Group (refer note 1(h)).

The Group applies apolicy of treating transactions with minority interests as transactions with parties external to the Group. Disposals to
minority interests result in gains and losses for the Group that are recorded in the income statement. Purchases from minority interests
result in goodwill, being the difference between any consideration paid and the relevant share acquired of the carrying value of
identifiable net assets of the subsidiary.

Intercompany transactions, balances and unreaised gains on transactions between Group companies are eliminated. Unrealised |osses are
also eliminated unless the transaction provides evidence of the impairment of the asset transferred. Accounting policies of subsidiaries
have been changed where necessary to ensure consistency with the policies adopted by the Group.

Minority interests in the results and equity of subsidiaries are shown separately in the consolidated income statement and balance sheet
respectively.

Investments in subsidiaries are accounted for at cost in theindividual financia statements of Key Petroleum Limited.

(ii) Associates

Associates are al entities over which the Group has significant influence but not control, generally accompanying a shareholding of
between 20% and 50% of the voting rights. Investments in associates are accounted for in the parent entity financial statements using the

equity method of accounting, after initially being recognised at cost. The Group’ s investment in associates includes goodwill (net of any
accumulated impairment loss) identified on acquisition (refer to note 26).

The Group's share of its associates' post-acquisition profits or losses is recognised in the income statement, and its share of post-
acquisition movements in reserves is recognised in reserves. The cumulative post-acquisition movements are adjusted against the
carrying amount of the investment. Dividends receivable from associates are recognised in the parent entity’ s income statement, whilst in
the consolidated financial statements they reduce the carrying amount of the investment.

When the Group’s share of losses in an associate equals or exceeds its interest in the associate, including any other unsecured long-term
receivabl es, the Group does not recognise further losses, unlessit has incurred obligations or made payments on behaf of the associate.
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Key Petroleum Limited

Notes to the Financial Statements continued

30 JUNE 2009

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

Unredised gains on transactions between the Group and its associates are eliminated to the extent of the Group's interest in the
associates. Unrealised losses are aso eliminated unless the transaction provides evidence of an impairment of the asset transferred.
Accounting policies of associates have been changed where necessary to ensure consi stency with the policies adopted by the Group.

(iii) Joint ventures
Jointly controlled assets

The proportionate interests in the assets, liahilities and expenses of joint venture activities have been incorporated in the financial
statements under the appropriate headings. Details of the joint ventures are set out in note 27.

(c) Segment reporting

A business segment isidentified for a group of assets and operations engaged in providing products or services that are subject to risks
and returns that are different to those of other business segments. A geographical segment is identified when products or services are
provided within a particular economic environment subject to risks and returns that are different from those of segments operating in
other economic environments.

(d) Foreign currency trandation
(i) Functional and presentation currency
Items included in the financid statements of each of the Group's entities are measured using the currency of the primary economic

environment in which the entity operates (‘the functional currency’). The consolidated financial statements are presented in Austraian
dollars, which is Key Petroleum Limited's functional and presentation currency.

(i) Transactions and balances

Foreign currency transactions are trandated into the functional currency using the exchange rates prevailing at the dates of the
transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and from the trandation at year end
exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in the income statement, except when
they are deferred in equity as qudifying cash flow hedges and qualifying net investment hedges or are attributable to part of the net
investment in aforeign operation.

Trandlation differences on financial assets and liabilities carried at fair value are reported as part of the fair value gain or loss. Translation
differences on non-monetary financia assets and liabilities such as equities held at fair value through profit or loss are recognised in
profit or loss as part of the fair value gain or loss. Trandation differences on non-monetary financial assets such as equities classfied as
available-for-sale financial assets are included in the fair value reserve in equity.

(iii) Group companies

The results and financid position of all the Group entities (none of which has the currency of a hyperinflationary economy) that have a
functional currency different from the presentation currency are translated into the presentation currency as follows:

. assets and liabilities for each ba ance sheet presented are trand ated at the closing rate at the date of that baance sheet;

. income and expenses for each income statement are translated at average exchange rates (unless that is not a reasonable
approximation of the cumulative effect of the rates prevailing on the transaction dates, in which case income and expenses are
trandated at the dates of the transactions); and

. all resulting exchange differences are recognised as a separate component of equity.

On consolidation, exchange differences arising from the trandation of any net investment in foreign entities, and of borrowings and other
financial instruments designated as hedges of such investments, are taken to shareholders' equity. When a foreign operation is sold or
any borrowings forming part of the net investment are repaid, a proportionate share of such exchange differences are recognised in the
income statement, as part of the gain or loss on sale where applicable.

Goodwill and fair value adjustments arising on the acquisition of aforeign entity are treated as assets and liabilities of the foreign entities
and translated at the closing rate.

(e) Revenue recognition
Interest revenue is recognised on atime proportionate basis that takes into account the effective yield on the financia assets.

(f) Income tax

The income tax expense or revenue for the year is the tax payable on the current year’s taxable income based on the applicable income
tax rate for each jurisdiction adjusted by changes in deferred tax assets and liabilities atributable to temporary differences and to unused
tax losses.
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Key Petroleum Limited

Notes to the Financial Statements continued

30 JUNE 2009

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

Deferred income tax is provided in full, using the liability method, on temporary differences arising between the tax bases of assets and
liabilities and their carrying amounts in the consolidated financia statements. However, the deferred income tax is not accounted for if it
arises from initial recognition of an asset or liahility in atransaction other than a business combination that at the time of the transaction
affects neither accounting nor taxable profit or loss. Deferred income tax is determined using tax rates (and laws) that have been enacted
or substantialy enacted by the reporting date and are expected to apply when the related deferred income tax asset is redised or the
deferred income tax liability is settled.

Deferred tax assets are recognised for deductible temporary differences and unused tax losses only if it is probable that future taxable
amounts will be available to utilise those temporary differences and | osses.

Deferred tax liabilities and assets are not recognised for temporary differences between the carrying amount and tax bases of investments
in controlled entities where the parent entity is able to control the timing of the reversal of the temporary differences and it is probable
that the differences will not reverse in the foreseeabl e future.

Deferred tax assets and liahilities are offset when there is alegally enforceable right to offset current tax assets and liabilities and when
the deferred tax balances relate to the same taxation authority. Current tax assets and tax liabilities are offset where the entity has a
legally enforceabl e right to offset and intends either to settle on anet basis, or to realise the asset and settle the liability simultaneously.

Current and deferred tax balances attributable to amounts recognised directly in equity are also recognised directly in equity.

(g) Leases

Leases of property, plant and equipment where the Company, as lessee, has substantidly al the risks and rewards of ownership are
classified as finance leases. Finance leases are capitalised at the lease’s inception a the fair vaue of the leased property or, if lower, the
present value of the minimum lease payments. The corresponding renta obligations, net of finance charges, are included in other short-
term and long-term payables. Each |ease payment is allocated between the liability and finance cost. The finance cost is charged to the
income statement over the lease period so as to produce a constant periodic rate of interest on the remaining balance of the liability for
each period. The property, plant and equipment acquired under finance leasesis depreciated over the shorter of the asset’ s useful life and
the lease term.

Leases where a significant portion of the risks and rewards of ownership are not transferred to the Company as lessee are classified as
operating leases (note 22). Payments made under operating leases (net of any incentives received from the lessor) are charged to the
income statement on a straight-line basis over the period of the lease.

(h) Business combinations

The purchase method of accounting is used to account for all business combinations, including business combinations involving entities
or businesses under common control, regardless of whether equity instruments or other assets are acquired. Cost is measured as the fair
value of the assets given, equity instruments issued or liabilities incurred or assumed at the date of exchange plus costs directly
attributable to the acquisition. Where equity instruments are issued in an acquisition, the fair value of the instruments is their published
market price as a the date of exchange unless, in rare circumstances, it can be demonstrated that the published price at the date of
exchange is an unreliable indicator of fair vaue and that other evidence and valuation methods provide a more reliable measure of fair
value. Transaction costs arising on the issue of equity instruments are recognised directly in equity.

Identifiable assets acquired and liabilities and contingent liabilities assumed in a business combination are measured initially at their fair
values at the acquisition date, irrespective of the extent of any minority interest. The excess of the cost of acquisition over the fair value
of the Group's share of the identifiable net assets acquired is recorded as goodwill (refer to note 1(n)). If the cost of acquisition is less
than the Group’ s share of the fair value of the identifiable net assets of the subsidiary acquired, the difference is recognised directly in the
income statement, but only after a reassessment of the identification and measurement of the net assets acquired.

Where settlement of any part of cash consideration is deferred, the amounts payable in the future are discounted to their present value as
at the date of exchange. The discount rate used is the entity’s incremental borrowing rate, being the rate at which a similar borrowing
could be obtained from an independent financier under comparable terms and conditions.

(i) Impair ment of assets

Goodwill and intangible assets that have an indefinite useful life are not subject to amortisation and are tested annualy for impairment,
or more frequently if events or changes in circumstances indicate that they might be impaired. Other assets are reviewed for impairment
whenever events or changes in circumstances indicate that the carrying amount may not be recoverable. An impairment loss is
recognised for the amount by which the asset’ s carrying amount exceeds its recoverable amount. The recoverable amount is the higher of
an asset’s fair value less costs to sell and value in use. For the purposes of assessing impairment, assets are grouped at the lowest levels
for which there are separately identifiable cash inflows which are largely independent of the cash inflows from other assets or groups of
assets (cash-generating units). Non-financial assets other than goodwill that suffered an impairment are reviewed for possible reversal of
the impairment at each reporting date.
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Key Petroleum Limited

Notes to the Financial Statements continued

30 JUNE 2009

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)
(j) Cash and cash equivalents

For cash flow statement presentation purposes, cash and cash equivalents includes cash on hand, deposits held at call with financia
ingtitutions, other short-term highly liquid investments with original maturities of three months or less that are readily convertible to
known amounts of cash and which are subject to insgnificant risk of changes in value, and bank overdrafts. Bank overdrafts are shown
within borrowingsin current liabilities on the balance sheet.

(k) Trade and other receivables

Receivables are recognised and carried at original invoice amount less a provision for any uncollectible debts. An estimate for doubtful
debtsis made when callection of the full amount is no longer probable. Bad debts are written-off as incurred.

(I) Investments and other financial assets

Classification

The Company classifies its investments in the following categories: financial assets at fair value through profit or loss, loans and
receivables, held-to-maturity investments and available-for-sale financial assets. The classification depends on the purpose for which the

investments were acquired. Management determines the classification of its investments at initia recognition and, in the case of assets
classified as held-to-maturity, re-evaluates this designation at each reporting date.

(i) Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are financial assets held for trading. A financial asset is classified in this category if
acquired principally for the purpose of selling in the short term. Derivatives are classified as held for trading unless they are designated
as hedges. Assetsin this category are classified as current assets.

(i) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market.
They are included in current assets, except for those with maturities greater than 12 months after the reporting date which are classified
as non-current assets. Loans and receivables areincluded in trade and other receivables in the balance sheet.

(iii) Held-to-maturity investments

Held-to-maturity investments are non-derivative financia assets with fixed or determinable payments and fixed maturities that the
Company’ s management has the positive intention and ability to hold to maturity. If the Company were to sell other than an insignificant
amount of held-to-maturity financial assets, the whole category would be tainted and reclassified as avail able-for-sale. Held-to-maturity

financial assets are included in non-current assets, except for those with maturities less than 12 months from the reporting date, which are
classified as current assets.

(iv) Available-for-salefinancial assets

Available-for-sale financial assets, comprising principally marketable equity securities, are non-derivatives that are either designated in
this category or not classified in any of the other categories. They are included in non-current assets unless management intends to
dispose of the investment within 12 months of the reporting date. Investments are designated available-for-sale if they do not have fixed
maturities and fixed or determinable payments and management intends to hold them for the medium to long term.

Financial assets - reclassification

The Group may choose to reclassify a non-derivative trading financial asset out of the held-for-trading category if the financial asset is
no longer held for the purpose of sdling it in the near term. Financid assets other than loans and receivables are permitted to be
reclassified out of the held-for-trading category only in rare circumstances arising from a single event that is unusual and highly unlikely
to recur in the near term. In addition, the Group may choose to reclassify financia assets that would meet the definition of loans and
receivables out of the held-for-trading or available-for-sale categories if the Group has the intention and ability to hold these financia
assets for the foreseeabl e future or until maturity at the date of reclassification.

Reclassifications are made at fair value as of the reclassification date. Fair value becomes the new cost or amortised cost as applicable,
and no reversas of fair value gains or losses recorded before redassification date are subsequently made. Effective interest rates for
financial assets reclassified to loans and receivables and held-to-maturity categories are determined at the reclassification date. Further
increases in estimates of cash flows adjust effective interest rates prospectively.

Recognition and derecognition

Regular purchases and sades of financial assets are recognised on trade-date — the date on which the Company commits to purchase or
sell the asset. Investments are initialy recognised a fair value plus transaction costs for all financiad assets not carried at fair value
through profit or loss. Financia assets carried at fair value through profit or loss are initidly recognised at fair value and transaction costs
are expensed to the income statement. Financial assets are derecognised when the rights to receive cash flows from the financia assets
have expired or have been transferred and the Company has transferred substantially all the risks and rewards of ownership.

When securities classified as avail able-for-sale are sold, the accumulated fair value adjustments recognised in equity are included in the
income statement as gains and | osses from investment securities.
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Key Petroleum Limited

Notes to the Financial Statements continued

30 JUNE 2009

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)
Subsequent measurement
Loans and receivables and hel d-to-maturity investments are carried at amortised cost using the effective interest method.

Available-for-sale financial assets and financia assets at fair vaue through profit or loss are subsequently carried at fair vdue. Gains or
losses arising from changes in the fair value of the ‘financial assets at fair value through profit or loss' category are presented in the
income statement within other income or other expenses in the period in which they arise. Dividend income from financial assets at fair
value through profit or loss is recognised in the income statement as part of revenue from continuing operations when the Company’ s
right to receive paymentsis established.

Changes in the fair value of monetary securities denominated in a foreign currency and classified as available-for-sale are andysed
between trand ation differences resulting from changes in amortised cost of the security and other changes in the carrying amount of the
security. The translation differences related to changes in the amortised cost are recognised in praofit or loss, and other changes in
carrying amount are recognised in equity. Changes in the fair value of other monetary and non-monetary securities classified as
available-for-sale are recognised in equity.

Details on how the fair value of financia investmentsis determined are disclosed in note 2.

Impairment

The Company assesses at each balance date whether there is objective evidence that a financial asset or group of financial assets is
impaired. In the case of equity securities classified as available-for-sale, a significant or prolonged decline in the fair value of a security
below its cost is considered as an indicator that the securities are impaired. If any such evidence exists for available-for-sale financial
assets, the cumulative loss — measured as the difference between the acquisition cost and the current fair vaue, less any impairment loss
on that financial asset previoudy recognised in profit or loss — is removed from equity and recognised in the income statement.
Impairment losses recognised in the income statement on equity instruments classified as available-for-sale are not reversed through the
income statement.

If there is evidence of impairment for any of the Group’ s financial assets carried a amortised cost, the loss is measured as the difference
between the asset’s carrying amount and the present value of estimated future cash flows, excluding future credit losses that have not
been incurred. The cash flows are discounted at the financiad asset’s origind effective interest rate. The loss is recognised in the income
Statement.

(m) Plant and equipment

All plant and equipment is stated at historical cost less depreciation. Historica cost includes expenditure that is directly attributable to the
acquisition of theitems.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only when it is probable
that future economic benefits associated with the item will flow to the Company and the cost of the item can be measured reliably. The
carrying amount of any component accounted for as a separate asset is derecognised when replaced. All other repairs and maintenance
are charged to the income statement during the reporting period in which they areincurred.

Depreciation of plant and equipment is calculated using the reducing balance method to allocate their cost or revalued amounts, net of
their residual values, over their estimated useful lives or, in the case of leasehold improvements and certain leased plant and equipment,
the shorter lease term. The rates vary between 20% and 40% per annum.

The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at each reporting date.
An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is greater than its
estimated recoverable amount (note 1(i)).

Gains and losses on disposas are determined by comparing proceeds with carrying amount. These are included in the income statement.
When revalued assets are sold, it is Company policy to transfer the amounts included in other reserves in respect of those assets to
retained earnings.

(n) Intangible assets
Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the consolidated entity’s share of the net identifiable
assets of the acquired subsidiary/associate at the date of acquisition. Goodwill on acquisitions of subsidiaries is included in intangible
assets. Goodwill on acquisitions of associates is included in investments in associates. Goodwill is not amortised. Instead, goodwill i<
tested for impairment annually, or more frequently if events or changes in circumstances indicate that it might be impaired, and is carried
at cost less accumulated impairment losses. Gains and losses on the disposa of an entity include the carrying amount of goodwill relating
to the entity sold.

Goodwill is alocated to cash-generating units for the purpose of impairment testing. Each of those cash-generating units represents the
Group' sinvestment in each country of operation (note 3).
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

(o) Exploration and evaluation costs
Exploration, evaluation and development costs incurred are accumulated in respect of each identifiable area of interest.

These costs are carried forward only if they relate to an area of interest for which rights of tenure are current and in respect of which: (i)
such costs are expected to be recouped through successful development and exploitation or from sale of area; or (ii) exploration and
evaluation activities in the area have not yet reached a stage that permits a reasonable assessment of the existence or otherwise of
economically recoverable reserves, and active operationsin, or relating to, the area are continuing.

When an area of interest is abandoned or the directors decide that it is not commercial, any accumulated costs in respect of that area are
written off in the financial year the decision is made.

(p) Trade and other payables

These amounts represent liabilities for goods and services provided to the Company prior to the end of the financial year which are
unpaid. The amounts are unsecured, non-interest bearing and are paid on normal commercial terms.

(q) Employee benefits
(i) Wages and salaries and annual |eave

Liabilities for wages and salaries, including non-monetary benefits, and annual leave expected to be settled within 12 months of the
reporting date are recognised in other payables in respect of employees services up to the reporting date and are measured at the
amounts expected to be paid when the liabilities are settled.

(ii) Share-based payments
The Company provides benefits to employees (including directors) of the Company in the form of share-based payment transactions,
whereby employees render services in exchange for shares or rights over shares (‘ equity-settled transactions’).

The cost of these equity-settled transactions with employees is measured by reference to the fair value at the date at which they are
granted. The fair value is determined by an interna valuation using a Black-Scholes option pricing model.

The cost of equity-settled transactions is recognised, together with a corresponding increase in equity, over the period in which the
performance conditions are fulfilled, ending on the date on which the relevant employees become fully entitled to the award (‘ vesting
date’).

The cumulative expense recognised for equity-settled transactions at each reporting date until vesting date reflects (i) the extent to which
the vesting period has expired and (ii) the number of options that, in the opinion of the directors of the Company, will ultimately vest.
This opinion is formed based on the best available information at balance date. No adjustment is made for the likelihood of market
performance conditions being met as the effect of these conditionsisincluded in the determination of fair value a grant date.

No expenseis recognised for awards that do not ultimately vest, except for awards where vesting is conditional upon a market condition.
Where an equity-settled award is cancelled, it istreated asif it had vested on the date of cancellation, and any expense not yet recognised
for the award is recognised immediately. However, if a new award is subdtituted for the cancelled award, and designated as a
replacement award on the date that it is granted, the cancelled and new award are treated as if they were a modification of the original
award.

(r) I'ssued capital
Ordinary shares are classified as equity.
Incrementd costs directly attributable to the issue of new shares or options are shown in equity as a deduction, net of tax, from the

proceeds. Incremental costs directly attributable to the issue of new shares or options for the acquisition of a business are not included in
the cost of the acquisition as part of the purchase consideration.

(s) Earnings per share

(i) Basic earnings per share

Basic earnings per share is calculated by dividing the profit atributable to equity holders of the Company, excluding any costs of
servicing equity other than ordinary shares, by the weighted average number of ordinary shares outstanding during the financial year,
adjusted for bonus eementsin ordinary sharesissued during the year.

(ii) Diluted earnings per share

Diluted earnings per share adjusts the figures used in the determination of basic earnings per share to take into account the after income

tax effect of interest and other financing costs associated with dilutive potential ordinary shares and the weighted average number of
shares assumed to have been issued for no consideration in relation to dilutive potential ordinary shares.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)
(t) Goods and Services Tax (GST)

Revenues, expenses and assets are recognised net of the amount of associated GST, unless the GST incurred is not recoverable from the
taxation authority. In this caseit isrecognised as part of the cost of acquisition of the asset or as part of the expense.

Receivables and payables are stated inclusive of the amount of GST receivable or payable. The net amount of GST recoverable from, or
payable to, the taxation authority isincluded with other receivables or payables in the balance sheet.

Cash flows are presented on a gross basis. The GST components of cash flows arising from investing or financing activities which are
recoverable from, or payable to the taxation authority, are presented as operating cash flows.

(u) New accounting standards and inter pretations

Certain new accounting standards and interpretati ons have been published that are not mandatory for 30 June 2009 reporting periods. The
Group's and the parent entity’ s assessment of the impact of these new standards and interpretationsis set out bel ow.

(i) AASB 8 Operating Segments and AASB 2007-3 Amendments to Australian Accounting Sandards arising from AASB 8 (effective from
1 January 2009)

AASB 8 will result in a significant change in the approach to segment reporting, as it requires adoption of a ‘ management approach’ to
reporting on financid performance. The information being reported will be based on what the key decision makers use internaly for
evaluating segment performance and deciding how to allocate resources to operating segments. The Group will adopt AASB 8 from 1
July 2009. Adoption of AASB 8 may result in different segments, segment results and different types of information being reported in
the segment note of the financial report. However, at this stage, it is not expected to affect any of the amounts recognised in the financial
Statements.

(i) Revised AASB 101 Presentation of Financial Satements and AASB 2007-8 Amendments to Australian Accounting Sandards arising
from AASB 101 (effective from 1 January 2009)

The September 2007 revised AASB 101 requires the presentation of a statement of comprehensive income and makes changes to the
statement of changes in equity, but will not affect any of the amounts recognised in the financia statements. If an entity has made a prior
period adjustment or has reclassified items in the financial statements, it will need to disclose athird bal ance sheet (statement of financial
position), this one being as at the beginning of the comparative period. The Group intends to apply the revised standard from 1 July 2009.

(iii) AASB 2008-1 Amendments to Australian Accounting Standard — Share-based Payments: Vesting Conditions and Cancellations
(effective from 1 January 2009)

AASB 2008-1 clarifies that vesting conditions are service conditions and performance conditions only and that the other features of a
share-based payment are not vesting conditions. It also specifies that all cancellations, whether by the entity or other parties, should
receive the same accounting treatment. The Group will apply the revised standard from 1 July 2009, but it is not expected to affect the
accounting for the Group' s share-based payments.

(iv) Revised AASB 3 Business Combinations, AASB 127 Consolidated and Separate Financial Satements and AASB 2008-3 Amendments
to Australian Accounting Standards arising from AASB 3 and AASB 127 (effective from 1 January 2009)

The revised AASB 3 continues to apply the acquisition method to business combinations, but with some significant changes. For
example, dl payments to purchase a business are to be recorded at fair value at the acquisition date, with contingent payments classified
as debt subsequently remeasured through the income statement. There is a choice on an acquisition-by-acquisition basis to measure the
non-controlling interest in the acquiree either at fair value or a the non-controlling interest’s proportionate share of the acquiree's net
assets. All acquisition-related costs must be expensed. Thisis different to the Group’ s current policy which is set out in note 1(h) above.

The revised AASB 127 requires the effects of all transactions with non-controlling interests to be recorded in equity if there is no change
in control and these transactions will no longer result in goodwill or gains and losses, see note 1(b)(i). The standard aso specifies the
accounting when control islost. Any remaining interest in the entity is remeasured to fair value, and again or loss is recognised in profit
or loss. Thisis consistent with the Group’ s current accounting policy if significant influenceis not retained.

The Group will apply the revised standards prospectively to all business combinations and transactions with non-controlling interests
from 1 July 2009.

(v) AASB 2008-7 Amendments to Australian Accounting Sandards — Cost of an Investment in a Subsidiary, Jointly Controlled Entity or
Associate (effective 1 July 2009)

In July 2008, the AASB approved amendments to AASB 1 First-time Adoption of International Financial Reporting Sandards and
AASB 127 Consolidated and Separate Financial Satements. The Group will apply the revised rules prospectively from 1 July 2009.
After that date, al dividends received from investments in subsidiaries, jointly controlled entities or associates will be recognised as
revenue, even if they are paid out of pre-acquisition profits, but the investments may need to be tested for impairment as a result of the
dividend payment. Under the entity’s current policy, these dividends are deducted from the cost of the investment. Furthermore, when &
new intermediate parent entity is created in interna reorganisationsit will measure its investment in subsidiaries a the carrying amounts
of the net assets of the subsidiary rather than the subsidiary’ s fair value.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)
(vi) AASB 2008-8 Amendment to IAS 39 Financial Instruments: Recognition and Measurement (effective 1 July 2009)

AASB 2008-8 amends AASB 139 Financid Instruments. Recognition and Measurement and must be applied retrospectively in
accordance with AASB 108 Accounting Policies, Changes in Accounting Estimates and Errors. The amendment makes two significant
changes. It prohibits designating inflation as a hedgeable component of a fixed rate debt. It also prohibits including time value in the one-
sided hedged risk when designating options as hedges. The Group will apply the amended standard from 1 July 2009. It is not expected
to have a material impact on the Group’s financial statements.

(v) Critical accounting judgements, estimates and assumptions

The preparation of these financial statements requires the use of certain critical accounting estimates. It aso requires management to
exercise its judgement in the process of applying the Company’ s accounting palicies. The areas involving a higher degree of judgement
or complexity, or areas where assumptions and estimates are significant to the financial statements are:

Exploration and evaluation costs

Exploration and eval uation costs are accumulated in respect of each identifiable area of interest where right of tenureis current.

These costs are carried forward in respect of an area that has not at reporting date reached a stage that permits reasonable assessment of
the existence of economically recoverable reserves.

Environmental 1ssues

Balances disclosed in the financid statements and notes thereto are not adjusted for any pending or enacted environmenta legidation,
and the directors understanding thereof. At the current stage of the Group's development and its current environmental impact the
directors believe such treatment is reasonable and appropriate.

Taxation

Balances disclosed in the financial statements and the notes thereto related to taxation are based on the best estimates of the directors.
These estimates take into account both the financial performance and position of the Group as they pertain to current income taxation
legidation, and the directors understanding thereof. No adjustment has been made for pending or future taxation legidation. The current
income tax position represents that directors’ best estimate, pending an assessment by the Australian Taxation Office.

2. FINANCIAL RISK MANAGEMENT

The Group's activities expose it to a variety of financia risks: market risk (including currency risk, interest rate risk and price risk),
credit risk and liquidity risk. The Group's overall risk management program focuses on the unpredictability of financial markets and
seeks to minimise potentia adverse effects on the financia performance of the Group.

Risk management is carried out by the full Board of Directors as the Group believes that it is crucid for all board members to be
involved in this process. The Managing Director, with the assistance of senior management as required, has responsibility for identifying,
assessing, treating and monitoring risks and reporting to the board on risk management.

(@) Market risk

(i) Foreign exchangerisk

The Group and the parent entity operate internationaly and are exposed to foreign exchange risk arising from various currency
exposures, primarily with respect to the US dadllar.

Foreign exchange risk arises from future commercial transactions and recognised assets and liabilities denominated in a currency that is
not the entity's functional currency and net investments in foreign operations. The Group has not formalised a foreign currency risk
management policy however, it monitorsits foreign currency expenditurein light of exchange rate movements.

The Group’ s and the parent entity’ s exposure to foreign currency risk at the reporting date was as follows:

Consolidated Parent Entity
2009 2008 2009 2008
usb EUR usb EUR usb usbh
Cash and cash equivaents 289,098 31,791 607,687 14,407 243,775 555,804
Trade and other receivables 42,537 28,956 59,418 12,308 81,156 96,318
Trade and other payables (2,452) (5,339) - (46,712) - -

Sensitivity analysis
Based on the financia instruments held at 30 June 2009, had the Austraian dollar weakened/strengthened by 10% against the US dollar

with al other variables held constant, there would have been nil impact on the Group’s and the parent entity’ s post-tax | osses for the year
(2008: Nil) and immateria movements to the Group’s and parent entity’ s equity for both years presented.

25



]
Key Petroleum Limited

Notes to the Financial Statements continued

30 JUNE 2009

2. FINANCIAL RISK MANAGEMENT (cont'd)

(ii) Pricerisk

Given the current level of operations, neither the Group, nor the parent entity, are exposed to price risk.

(i) Interest rate risk

The Group and the parent entity are exposed to movements in market interest rates on cash and cash equivalents. The Group palicy isto
monitor the interest rate yield curve out to six months to ensure a balance is maintained between the liquidity of cash assets and the
interest rate return. The entire balance of cash and cash equivalents for the Group $5,594,855 (2008: $8,777,786) and the parent entity
$5,482,904 (2008: $8,699,475) are subject to interest rate risk. The proportional mix of floating interest rates and fixed rates to a
maximum of six months fluctuate during the year depending on current working capital requirements. The weighted average interest rate
received on cash and cash equival ents by the Group was 4.2% (2008: 6.8%) and by the parent entity 4.2% (2008: 6.8%).

Sensitivity analysis

At 30 June 2009, if interest rates had changed by -/+ 80 basis points from the weighted average rate for the year with al other variables

held constant, post-tax loss for both the Group and the parent entity would have been $62,000 |ower/higher (2008: $96,000 | ower/higher)
as aresult of lower/higher interest income from cash and cash equivalents.

(b) Credit risk
Neither the Group, nor the parent entity, have any significant concentrations of credit risk. The maximum exposure to credit risk at

balance date is the carrying amount (net of provision for impairment) of those assets as disclosed in the baance sheet and notes to the
financid statements.

As the Group does not presently have any debtors, lending, significant stock levels or any other credit risk, a formal credit risk
management policy is not maintained.

(c) Liquidity risk

The Group manages liquidity risk by continuously monitoring forecast and actual cash flows and ensuring sufficient cash and marketable
securities are available to meet the current and future commitments of the Group. Due to the nature of the Group's activities, being oil
and gas exploration, the Group does not have ready access to credit facilities, with the primary source of funding being equity raisings.
The Board of Directors constantly monitor the state of equity markets in conjunction with the Group's current and future funding
requirements, with a view to initiating appropriate capita raisings as required.

The financial liabilities of the Group and the parent entity are confined to trade and other payables as disclosed in the Balance Sheet. All
trade and other payables are non-interest bearing and due within 12 months of the reporting date.

(d) Fair value estimation

The fair value of financid assets and financia liabilities must be estimated for recognition and measurement or for disclosure purposes.
All financial assets and financial liabilities of the Group and the parent entity at the balance date are recorded at amounts approximating
their carrying amount.

The fair value of financid instruments traded in active markets is based on quoted market prices at the reporting date. The quoted market
price used for financial assets held by the Group isthe current bid price.

The carrying value less impairment provision of trade receivables and payables are assumed to approximate their fair values due to their
short-term nature.
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3. SEGMENT INFORMATION
Description of segments

The Company's operations are in the petroleum industry. Geographically, the Company operates in three predominant segments, being
Austrdia, Tanzaniaand Italy. The Company also has operations in other geographic areas, including Suriname, none of which constitutes
a separately reportable segment. The head office and investment activities of the Company take placein Austraia.

Primary reporting format — geogr aphical segments

Australia Tanzania Italy Consolidated
2009 2008 2009 2008 2009 2008 2009 2008
$ $ $ $ $ $ $ $
Segment revenue
Other revenue 500,857 818,893 - 688 511 667 501,368 820,248
Total segment revenue 500,857 818,893 - 688 511 667 501,368 820,248
Intersegment elimination - -
Consolidated revenue 501,368 820,248
Segment result
Segment result (822,144) (5,594,734) | (2,224,866) 688 (124,966)  (151,135) | (3,171,976) (5,745,181)
Intersegment elimination 35,021 -
L oss before income tax (3,136,955) (5,745,181)
Income tax (expense)/benefit - -
Loss for the year (3,136,955) (5,745,181)
Segment assets and liabilities
Segment assets 7,562,369 14,393,961 | 4,414,237 93,034 349,370 64,173 | 12,325,976 14,551,168
Intersegment elimination (1,287,178)  (313,040)
Total assets 11,038,798 14,238,128
Segment liabilities 169,449 141,162 465,466 92,294 606,868 175,519 | 1,241,783 408,975
Intersegment elimination (1,059,964)  (190,983)
Total liabilities 181,819 217,992
Other segment information
Investment in associate 503,462 529,127 - - - - 503,462 529,127
Share of net loss of associate 25,665 34,106 - - - - 25,665 34,106
IAcquisitions of property, plant and
equipment, intangibles and other
non-current segment assets 49,339 26,979 - - - - 49,339 26,979
Depreciation expense 47,506 52,457 - - - - 47,506 52,457
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2009 2008 2009 2008
$ $ $ $
4. REVENUE
From continuing oper ations
Other revenue
Interest from financial institutions 322,464 819,877 321,953 818,893
Interest on loansto subsidiaries - - 35,021 -
Net foreign exchange gain 178,904 371 178,904 -
501,368 820,248 535,878 818,893
5. EXPENSES
L oss beforeincometax includesthefollowing
specific expenses.
Minimum lease payments rel ating to operating leases 92,206 56,232 92,206 56,232
6. INCOME TAX
(a) Income tax expense
Current tax - - - -
Deferred tax - - - -
(b) Numerical reconciliation of income tax expense
to primafacie tax payable
L oss from continuing operations before income tax
expense (3,136,955) (5,745,181) (2,910,204) (5,560,628)
Primafacie tax benefit at the Australian tax rate of 30% (941,086) (1,723,554) (873,061) (1,668,188)
Tax effect of amounts which are not deductible
(taxable) in calculating taxable income:
Share of associateloss 7,700 10,231 - -
Exploration expenditure written off 655,130 1,365,747 655,130 1,365,747
Sundry items (37,651) 98,672 (37,651) 88,440
(315,907) (248,904) (255,582) (214,001)
Movements in unrecognised temporary differences (256,865) (144,807) (105,557) (120,030)
Tax effect of current year tax losses for which no
deferred tax asset has been recognised 572,772 393,711 361,139 334,031
Income tax expense - - - -
(c) Unrecognised temporary differences
Deferred Tax Assets (at 30%)
On Income Tax Account
Employee entitlements 11,362 2,780 11,362 2,780
Capitd raising costs and other section 40-880
deductions 225,568 338,351 225,568 338,351
Carry forward tax losses 1,129,337 556,565 858,024 496,886
1,366,267 897,696 1,094,954 838,017
Deferred Tax Liabilities (at 30%)
On Income Tax Account
Accrued interest revenue 873 10,025 11,380 10,025
Capitalised exploration and eval uation costs 176,360 14,546 - -
177,233 24,571 11,380 10,025
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2009 2008 2009 2008

Notes $ $ $ $
7. CURRENT ASSETS - CASH AND CASH EQUIVALENTS
Cash at bank and in hand 772,379 131,853 671,778 64,233
Short-term deposits 4,822,476 8,645,933 4,811,126 8,635,242
Cash and cash equivalents as shown in the balance
sheet and the statement of cash flows 5,594,855 8,777,786 5,482,904 8,699,475

Cash at bank and in hand earns interest at floating rates based on daily bank deposit rates.

Short-term deposits are made for varying periods of between one day and three months depending on the immediate cash requirements of
the Group, and earn interest at the respective short-term deposit rates.

8. CURRENT ASSETS - TRADE AND OTHER RECEIVABLES

Sundry receivables 115,182 152,369 108,208 173,812
Prepayments 35,154 36,877 35,154 36,877
150,336 189,246 143,362 210,689

9. NON-CURRENT ASSETS - RECEIVABLES

Bank guarantees 59,945 25,915 59,945 25,915
L oan to associ ate company 5,101 1,623 5,101 1,623
Loans to subsidiaries - - 1,103,994 160,484

65,046 27,538 1,169,040 188,022

The recovery of the carrying value of loans to subsidiaries and |oan to associate company is dependent on the successful devel opment
and commercid exploitation, or dternatively, sae of the respective exploration areas of interest.

10. NON-CURRENT ASSETS - INVESTMENT ACCOUNTED FOR USING THE EQUITY METHOD
Sharesin ate company 26 503,462 529,127 600,000 600,000

The recovery of the carrying value of the investment in associate company is dependent on the successful development and commercial
exploitation, or alternatively, sde of the associate’' s exploration areas of interest.

11. NON-CURRENT ASSETS - OTHER FINANCIAL ASSETS
Sharesin subsidiaries — at cost 25 - - 32,721 32,721

12. NON-CURRENT ASSETS - PLANT AND EQUIPMENT

Plant and equipment

Cost 237,389 188,050 237,389 188,050
Accumul ated depreciation (103,047) (55,541) (103,047) (55,541)
Net book amount 134,342 132,509 134,342 132,509
Plant and equipment

Opening net book amount 132,509 157,987 132,509 157,987
Additions 49,339 26,979 49,339 26,979
Depreciation charge (47,506) (52,457) (47,506) (52,457)
Closing net book amount 134,342 132,509 134,342 132,509

13.  NON-CURRENT ASSETS - INTANGIBLE ASSETS

Goodwill

Cost 2,891 2,891 - -
Accumul ated impairment - - - -
Net book amount 2,891 2,891 - -
Goodwill

Opening net book amount 2,891 - - -
Additions - acquisition - 2,891 - -
Closing net book amount 2,891 2,891 - -

29



]
Key Petroleum Limited

Notes to the Financial Statements continued

30 JUNE 2009 Consolidated Parent Entity
2009 2008 2009 2008
$ $ $ $
14, NON-CURRENT ASSETS - PETROLEUM LICENCES AND CAPITALISED EXPLORATION COSTS

Exploration, evaluation and devel opment costs carried
forward in respect of petroleum areas of interest

Pre-production

Opening net book amount 4,579,031 3,724,891 4,530,545 3,724,891
Capitdised exploration and evaluation costs 2,192,602 5,435,729 1,653,222 5,387,243
Exploration and eval uation costs written off (2,183,767) (4,581,589) (2,183,767) (4,581,589)
Closing net book amount 4,587,366 4,579,031 4,000,000 4,530,545

The ultimate recoupment of costs carried forward for exploration and evaluation phases is dependent on the successful development and
commercial exploitation or sae of the respective petroleum interess.

15.  CURRENT LIABILITIES - TRADE AND OTHER PAYABLES

Trade payables 134,625 187,807 131,578 121,775
Other payables and accruals 47,194 30,185 37,871 19,387
181,819 217,992 169,449 141,162

16. ISSUED CAPITAL
(a) Sharecapital

2009 2008
Number of $ Number of $
Notes shares shares
Ordinary shares fully paid 16(b), 16(d) 86,000,005 19,868,699 86,000,005 19,868,699
Total issued capital 86,000,005 19,868,699 86,000,005 19,868,699
(b) Movementsin ordinary share capital
Beginning of thefinancial year 86,000,005 19,868,699 86,000,005 19,868,699
End of the financial year 86,000,005 19,868,699 86,000,005 19,868,699
(c) Movementsin optionson issue
Number of options
2009 2008
Beginning of the financial year 44,225,002 -
Issued during the year:
— Exercisable at 20 cents, on or before 30 November 2010 750,000 -
— Exercisable at 50 cents, on or before 30 November 2010 5,000,000 -
— Exercisable at 35 cents, on or before 31 March 2009 (listed) - 44,000,002
— Exercisable at 35 cents, on or before 31 March 2009 (unlisted) - 225,000
Expired during the year
— Exercisable at 35 cents, on or before 31 March 2009 (listed) (44,000,002) -
— Exercisable at 35 cents, on or before 31 March 2009 (unlisted) (225,000) -
End of the financial year 5,750,000 44,225,002

(d) Ordinary shares

Ordinary shares entitle the holder to participate in dividends and the proceeds on winding up of the Company in proportion to the number
of and amounts paid on the shares held.

On a show of hands every holder of ordinary shares present at a meeting in person or by proxy, is entitled to one vote, and upon a pall
each shareis entitled to one vote.

Ordinary shares have no par value and the Company does not have a limited amount of authorised capital.
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$ $ $ $

16.  ISSUED CAPITAL (cont'd)
(e) Capital risk management

The Group’s and the parent entity’s objectives when managing capital are to safeguard their ability to continue as a going concern, so
that they may continue to provide returns for sharehol ders and benefits for other stakeholders.

Due to the nature of the Group's activities, being petroleum exploration, the Group does not have ready access to credit facilities, with
the primary source of funding being equity raisings. Therefore, the focus of the Group’s capita risk management is the current working
capital position against the requirements of the Group to meet exploration programmes and corporate overheads. The Group's strategy is
to ensure appropriate liquidity is maintained to meet anticipated operating requirements, with a view to initiating appropriate capita
raisings as required. The working capital position of the Group and the parent entity at 30 June 2009 and 30 June 2008 are as follows:

Cash and cash equivalents 5,594,855 8,777,786 5,482,904 8,699,475
Trade and other receivables 150,336 189,246 143,362 210,689
Trade and other payables (181,819) (217,992) (169,449) (141,162)
Working capital position 5,563,372 8,749,040 5,456,817 8,769,002

17.  RESERVES AND ACCUMULATED LOSSES

(a) Reserves

Foreign currency translation reserve (87,870) (11,343) - -

Share-based payments reserve 276,557 226,232 276,557 226,232
188,687 214,889 276,557 226,232

M ovements:

Foreign currency trandation reserve

Balance at beginning of year (11,343) - - -

Currency trand ation differences arising during the year (76,527) (11,343) - -

Balance at end of year (87,870) (11,343) - -

Share-based payments reserve

Balance at beginning of year 226,232 - 226,232 -

Employees and contractors option expense 50,325 6,232 50,325 6,232

Amounts paid for listed options issued during the year - 220,000 - 220,000

Balance a end of year 276,557 226,232 276,557 226,232

(b) Accumulated losses

Balance at beginning of year (6,063,452) (318,271) (5,842,132) (281,504)

Net loss for the year (3,136,955) (5,745,181) (2,910,204) (5,560,628)

Balance at end of year (9,200,407) (6,063,452) (8,752,336) (5,842,132)

(c) Nature and pur pose of reserves
(i) Foreign currency trandation reserve

Exchange differences arising on trandation of the foreign controlled entities are taken to the foreign currency translation reserve, as
described in note 1(d). The reserve isrecognised in profit and loss when the net investment is disposed.

(i) Share-based payments reserve
The share-based payments reserve is used to recognise the fair value of options issued.

18. DIVIDENDS
No dividends were paid during the financia year. No recommendation for payment of dividends has been made.
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19. KEY MANAGEMENT PERSONNEL DISCLOSURES

(a) Key management personnel compensation

Consolidated Parent Entity
2009 2008 2009 2008
$ $ $ $

Short-term benefits 627,101 832,716 627,101 832,716
Post employment benefits 7,393 22,038 7,393 22,038
Other long-term benefits - - - -
Termination benefits - - - -
Share-based payments 37,500 2,770 37,500 2,770

671,994 857,524 671,994 857,524

Detailed remuneration disclosures are provided in sections A-C of the remuneration report on pages5to 7.

(b) Equity instrument disclosur esrelating to key management per sonnel

(i) Options provided as remuneration and shares issued on exercise of such options

Details of options provided as remuneration and shares issued on the exercise of such options, together with terms and conditions of the
options, can be found in section D of the remuneration report on page 7.

(ii) Option holdings

The numbers of options over ordinary shares in the Company held during the financial year by each director of Key Petroleum Limited
and other key management personnel of the Group, including their personally related parties, are set out bel ow:

2009 Balance at Balance at
start of the Granted as Other end of the  Vested and

year compensation  Exercised changes year exer cisable Unvested
Directors of Key Petroleum Limited
Edward Ellyard 2,025,000 1,000,000 - (2,025,000) 1,000,000 1,000,000 -
Kenneth Russell 2,782,500 2,000,000 - (2,782,500) 2,000,000 2,000,000 -
Dennis Wilkins 500,000 750,000 - (500,000) 750,000 750,000 -
Richard O’ Shannassy 100,000 750,000 - (100,000) 750,000 750,000 -
Terence Nilsen 500,000 - - (500,000) - - -
Other key management personnel of the Group
John Ribbons 400,002 500,000 - (400,002) 500,000 500,000 -

All vested options are exercisable at the end of the year.

2008 Balance at Balance at
start of the  Granted as Other end of the  Vested and

year compensation  Exercised changes year exercisable Unvested
Directors of Key Petroleum Limited
Edward Ellyard - - - 2,025,000 2,025,000 2,025,000 -
Kenneth Russel - - - 2,782,500 2,782,500 2,782,500 -
Dennis Wilkins - - - 500,000 500,000 500,000 -
Richard O’ Shannassy - - - 100,000 100,000 100,000 -
Terence Nilsen - - - 500,000 500,000 500,000 -
Other key management personnel of the Group
John Ribbons - 100,000 - 300,002 400,002 400,002 -
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19. KEY MANAGEMENT PERSONNEL DISCLOSURES (cont'd)

(iii) Share holdings

The numbers of shares in the Company held during the financial year by each director of Key Petroleum Limited and cother key
management personnel of the Company, including their personally related parties, are set out below. There were no shares granted during

the reporting period as compensation.

2009 Receved
during the Other
Balanceat  year onthe changes Balance at
start of the  exercise of during the end of the
year options year year
Directors of Key Petroleum Limited
Ordinary shares
Edward Ellyard 4,050,000 - 400,000 4,450,000
Kenneth Russell 5,565,000 - - 5,565,000
Dennis Wilkins 1,000,000 - - 1,000,000
Richard O’ Shannassy 200,000 - - 200,000
Terence Nilsen 1,000,000 - (1,000,000) -
Other key management personnel of the Company
Ordinary shares
John Ribbons 600,005 - - 600,005
2008 Receved
duringthe Other
Balanceat period onthe  changes Balance at
start of the  exercise of during the end of the
period options period period

Directors of Key Petroleum Limited
Ordinary shares
Edward Ellyard 4,050,000 - - 4,050,000
Kenneth Russell 5,565,000 - - 5,565,000
Dennis Wilkins 1,000,000 - - 1,000,000
Richard O’ Shannassy - - 200,000 200,000
Terence Nilsen 1,000,000 - - 1,000,000
Other key management personnel of the Company
Ordinary shares
John Ribbons 600,005 - - 600,005

(c) Loansto key management per sonnel

There were no loans to key management personne during the year.

(d) Other transactions with key management per sonnel
The services of Mr Ken Russell as Managing Director of Key Petroleum Limited are provided by Russell Group Holdings Pty Ltd, a

company of which Mr Russell is a director and shareholder. The amounts are included as part of Mr Russdll’ s compensation.

DWCorporate Pty Ltd, a business of which Mr Wilkins s principal, provided company secretaria and other corporate services to Key
Petroleum Limited during the year. The amounts paid were at arm’s length and are included as part of Mr Wilkins' compensation.

Richard O’ Shannassy & Co Pty Ltd, a business of which Mr O’ Shannassy is principal, provided legal services to the Key Petroleum

Group during the year. The amounts paid were at arm'’ s length and are included as part of Mr O’ Shannassy’ s compensation.

Under commercia terms, Richard O’ Shannassy & Co Pty Ltd sublet premises from the Company from 1 July to 31 July 2008 to the

value of $2,944 (2008: $32,290).
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2009 2008 2009 2008
$ $ $ $

20. REMUNERATION OF AUDITORS

During the year the following fees were paid or payable for services provided by the auditor of the parent entity, its related practices and
non-relaed audit firms:

Audit services

Bentleys - audit of financial reports 27,700 23,300 27,700 23,300
Total remuneration for audit services 27,700 23,300 27,700 23,300

21. CONTINGENCIES

On 27 January 2009 a demand notice was issued by the Tanzanian Revenue Authority (“TRA”) to Ndovu Resources Pty Ltd, the
operator of the Nyuni Joint Venture, claiming a sum of Tshs 1,130,453,495.20 (approximately USD 851,500) due to the failure to re-
export certain drilling equipment within 12 months of importation. Ndovu Resources Pty Ltd considers the matter has been resolved but
if the TRA was to pursue the matter it could result in the Company, which has a 20% participating interest in the Nyuni JV, incurring a
pro-rataliability if the relevant contractor, UPSL, will not fully satisfy the TRA claim.

There are no other materia contingent liabilities or contingent assets of the Company at balance date.

22. COMMITMENTS

(a) Exploration commitments

The Company has certain commitments to meet minimum expenditure requirements on the minera exploration assets it has an interest
in. Outstanding exploration commitments are as follows:

within one year 932,250 750,000 - -
later than one year but not later than five years 14,356,650 11,550,000 4,972,000 4,000,000
15,288,900 12,300,000 4,972,000 4,000,000

(b) Lease commitments; Group aslessee
Operating leases (non-cancellable):
Minimum lease payments

within one year 88,520 47,325 88,520 47,325
later than one year but not later than five years 66,390 - 66,390 -
Aggregate | ease expenditure contracted for at reporting

date but not recognised as liabilities 154,910 47,325 154,910 47,325

The property lease is a non-cancellable lease currently in the first two-year renewal term, with an option to renew for another two-year
term, with rent payable monthly in advance. Contingent rental provisions within the lease agreement require the minimum lease
payments shall be subject to a CPI review every two years, and a market rent review in 2011 if applicable. The lease alows for subletting
of al lease areas.

(c) Remuner ation commitments

Amounts disclosed as remuneration commitments include commitments arising from the service contracts of key management personnel
referred to in section C of the remuneration report on pages 6 and 7 that are not recognised as liabilities and are not included in the key
management personnel compensation.

within one year 251,667 288,000 251,667 288,000
later than one year but not later than five years - 231,667 - 231,667
251,667 519,667 251,667 519,667
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2009 2008 2009 2008
$ $ $ $

23. RELATED PARTY TRANSACTIONS

(a) Parent entity
The ultimate parent entity within the Group is Key Petroleum Limited.

(b) Subsidiaries
Interestsin subsidiaries are set out in note 25.

(c) Key management personnel
Disclosures relating to key management personnel are set out in note 19.

(d) Loanstorelated parties
Loansto subsidiaries

Beginning of the year - - 160,484 -
L oans advanced - - 908,489 160,484
Interest charges - - 35,021 -
End of year - - 1,103,994 160,484

Key Petroleum Limited has provided unsecured loans to its wholly owned subsidiaries Funguo Petroleum Pty Limited and Puma
Petroleum S.r.L, with monthly interest charged at the BBSW rate plus 2%. Key Petroleum Limited has aso provided an unsecured,
interest free loan to its wholly owned subsidiary Key Petroleum (Tanzania) Pty Ltd. An impairment assessment is undertaken each
financia year by examining the financial position of each subsidiary and the market in which the respective subsidiary operates to
determine whether there is objective evidence that any of the subsidiaries are impaired. When such objective evidence exists, the
Company recognises an allowance for the impairment loss.

Loan to associate

In addition to the above, Key Petroleum Limited has provided an unsecured, interest free loan to Portsea Oil & Gas Pty Ltd, a company
the Group has accounted for as an associate. The balance of theloan a 30 June 2009 is $5,101 (2008; $1,623).

24.  BUSINESS COMBINATIONS

Prior period

(a) Summary of acquisitions

On 13 August 2007 Key Petroleum (Tanzania) Pty Ltd was incorporated in Western Austraia with Key Petroleum Limited as the sole
sharehol der.

On 24 October 2007 Funguo Petroleum Pty Limited was incorporated in Tanzania with Key Petroleum Limited as the sole beneficial
sharehol der.

On 1 July 2007 the parent entity acquired 100% of the issued share capital of Puma Petroleum Limited (“Puma’), a company registered
in the British Virgin Islands. Post acquisition, the legal domicile of Puma has been changed to Italy.

The acquired business contributed $667 revenue and aloss of $151,135 to the Group for the period from 1 July 2007 to 30 June 2008. At
the date of acquisition the acquired entity was involved in oil and gas explorationin Italy.

Details of the fair value of the assets and liabilities acquired and goodwill are as follows:

$
Purchase consideration (refer to (c) bel ow):

Issues of 2,000,000 ordinary shares™” .
Total purchase consideration -
Fair value of net identifiable assets acquired (refer to (b) below) (2,891)
Goodwill 2,891

(1) The consideration payable to the vendors is subject to various performance hurdles being met. As at the baance date none of these
hurdles had been met and none of the ordinary shares had been issued per the acquisition agreement. The directors fully expect the
performance conditions to be satisfied and the ordinary shares to be issued in future periods. Notwithstanding this, ownership has been
completely transferred from the vendors to Key Petroleum Limited.
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24.  BUSINESS COMBINATIONS (cont'd)

(b) Assetsand liabilities acquired
The assets and liabilities arising from the acquisition are as follows:

Acquiree’s
carrying
amount Fair value
$ $
Cash and cash equivalents 299 299
Payables (3,190) (3,190)
Net identifiable assets acquired (2,891) (2,891)
(c) Purchase consideration
Consolidated Parent Entity
2009 2008 2009 2008
$ $ $ $
Outflow/(inflow) of cash to acquire Puma, net of cash acquired - (299) - -
Outflow of cash to acquire Key Petroleum (Tanzania) Pty Ltd - - - 100
Post acquisition capital injection to Puma - - - 32,621
Cash consideration and outflow/(inflow) of cash - (299) - 32,721

25. SUBSIDIARIES

The consolidated financid statements incorporate the assets, liabilities and results of the following subsidiaries in accordance with the

accounting policy described in note 1(b):

Name Country of Incorporation Class of Shares Equity Holding*
2009 2008
% %
Puma Petroleum Sir.L. Italy Ordinary 100 100
Key Petroleum (Tanzania) Pty Ltd Austradia Ordinary 100 100
Funguo Petroleum Pty Limited Tanzania Ordinary 100 100
*  The proportion of ownership interest is equal to the proportion of voting power held.
26. INVESTMENT IN ASSOCIATE
(a) Carrying amount
Information relating to the associate is set out bel ow.
Name of Company Principal ~ Ownership Interest Consolidated Parent Entity
Activity 2009 2008 2009 2008 2009 2008
% % $ $ $ $
Unlisted
Portsea Oil & GasPty Ltd Oil and gas
exploration 50 50 503,462 529,127 600,000 600,000
The above associates were incorporated in Australia
Consolidated Parent Entity
2009 2008 2009 2008
$ $ $ $
(b) Movementsin carrying amount
Carrying amount at the beginning of the year 529,127 563,233 600,000 600,000
Share of |oss after income tax (25,665) (34,106) - -
Carrying amount at the end of the year 503,462 529,127 600,000 600,000
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26. INVESTMENT IN ASSOCIATE (cont'd)
Consolidated

2009 2008
$ $
(c) Share of associate profit or loss
Loss before income tax (25,665) (34,106)
Income tax - -
L oss after income tax (25,665) (34,106)

(d) Summarised financial information of associate
Gross Amount of:

Assets Liabilities Revenues Loss
$ $ $ $
2009
Portsea Oil & Gas Pty Ltd 5,008 198,080 137,127 (51,329)
2008
Portsea Oil & Gas Pty Ltd 194,836 336,580 122,464 (68,212)

(e) Share of associate's expenditure commitments, other than for the supply of inventories
Portsea Oil & Gas Pty Ltd does not have any expenditure commitments at balance date.

(f) Contingent liabilities of associate
Portsea Oil & Gas Pty Ltd does not have any contingent liabilities a 30 June 2009.

27. INTERESTS IN JOINT VENTURES

Tanzanian Farmin Agreement - Nyuni

During the year Key Petroleum Limited completed its obligations required to earn a 20% interest in the Nyuni Production Sharing
Agreement (“Nyuni PSA”) and a 20% participating interest in the Joint Operating Agreement (“JOA”) between Ndovu Resources
Limited (“Ndovu"), a Tanzanian company, and Bounty Oil and Gas NL.

Tanzanian Bidding Agreement —West Songo Songo

Pursuant to a Bidding Agreement with Ndovu the Company has, through its wholly owned subsidiary Funguo Petroleum Pty Ltd, entered
into a new Production Sharing Contract with the Government of the Republic of Tanzania in respect of the West Songo Songo area,
executed on 29 May 2008 and exploration licence subsequently issued on 18 July 2008.

28. EVENTS OCCURRING AFTER THE BALANCE SHEET DATE

During August 2009 the Company completed an entitlements offer that rai sed $4,730,000 from the i ssue of 43,000,000 ordinary shares.

During June 2009 the Company announced that it had entered an agreement with Midmar Energy Limited, an unlisted United Kingdom
company, to acquire its wholly-owned subsidiary Midmar Energy Onshore Limited, whose assets include 2 producing oilfields located in
the south east of England for the sum of GBP 2 million. The acquisition is dependent on a number of conditions precedent.

No other matter or circumstance has arisen since 30 June 2009, which has significantly affected, or may significantly affect the
operations of the Company, the result of those operations, or the state of affairs of the Company in subsequent financial years.
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2009 2008 2009 2008
$ $ $ $

29. CASH FLOW STATEMENT

Reconciliation of net loss after income tax to net
cash outflow from operating activities

Net loss for the year (3,136,955) (5,745,181) (2,910,204) (5,560,628)
Non-Cash Items

Depreciation of non-current assets 47,506 52,457 47,506 52,457

Employee and contractors options expense 50,325 6,232 50,325 6,232

Share of loss of associate 25,665 34,106 - -

Net exchange differences (93,142) (11,343) - -

Changein operating assets and liabilities, net of
effects from purchase of controlled entity

Decrease/(increase) in trade and other receivables 37,847 (85,386) 29,995 (105,206)
(Increase)/decrease in petroleum permits and capitalised

exploration costs (764) (854,140) 530,545 (805,654)
(Decrease)/increasein trade and other payables (42,055) 139,498 27,142 65,858
Net cash outflow from operating activities (3,111,573) (6,463,757) (2,224,691) (6,346,941)

30. LOSS PER SHARE
Consolidated

2009 2008
$ $

(a) Reconciliation of earnings used in calculating loss
per share
Loss atributable to the ordinary equity holders of the
company used in calculating basic and diluted | oss per
share (3,136,955) (5,745,181)

Number of Number of

shares shares

(b) Weighted aver age number of sharesused asthe
denominator
Weighted average number of ordinary shares used as
the denominator in ca culating basic and diluted | oss per
share 86,000,005 86,000,005

(c) Information on the classification of options
As the Group has made a loss for the year ended 30 June 2009, al options on issue are considered antidilutive and have not been
included in the calculation of diluted earnings per share. These options could potentialy dilute basic earnings per share in the future.
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31. SHARE-BASED PAYMENTS

Employees and contractor s options

The Group provides benefits to employees (including Directors) and contractors of the Group in the form of share-based payment
transactions, whereby options to acquire ordinary shares are issued as an incentive to improve employee and shareholder goal
congruence. The exercise prices of the options granted range from 20 cents to 50 cents with an expiry date of 30 November 2010.

Options granted carry no dividend or voting rights. When exercisable, each option is convertible into one ordinary share of the Company
with full dividend and voting rights.

Set out below are summaries of the options granted:

Consolidated and Parent Entity

2009 2008
Weighted Weighted
average average
Number of  exercise price  Number of  exercise price

options cents options cents
Outstanding at the beginning of the year 225,000 35.0 - -
Granted 5,750,000 46.1 225,000 35.0
Forfeited/cancelled - - - -
Exercised - - - -
Expired 225,000 35.0 - -
Outstanding at year-end 5,750,000 46.1 225,000 35.0
Exercisable at year-end 5,750,000 46.1 225,000 35.0

The weighted average remaining contractual life of share options outstanding at the end of the financid year was 1.42 years (2008: 0.75),
and the exercise prices range from 20 centsto 50 cents.

Expenses arising from shar e-based payment transactions

The weighted average fair value of the options granted during the year was 0.9 cents (2008: 2.8). The price was calculaed by using the
Black-Scholes European Option Pricing Model applying the following inputs:

2009 2008
Weighted average exercise price (cents) 46.1 35.0
Weighted average life of the option (years) 2.00 125
Weighted average underlying share price (cents) 8.9 235
Expected share price volatility 80.85% 50%
Risk freeinterest rate 5.12% 6.75%

Historical volatility has been used as the basis for determining expected share price volatility as it assumed that thisisindicative of future
trends, which may not eventuate.

Thelife of the optionsis based on historical exercise patterns, which may not eventuate in the future.
Total expenses arising from share-based payment transactions recognised during the year were as follows:

Consolidated Parent Entity
2009 2008 2009 2008
$ $ $ $
Optionsissued to employees and contractors 50,325 6,232 50,325 6,232
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Directors' Declaration

In the directors’ opinion:

(8 thefinancid statements and notes set out on pages 14 to 39 are in accordance with the Corporations Act 2001, including:

(i) complying with Accounting Standards, the Corporations Regulations 2001 and other mandatory professional reporting
requirements; and

(i) giving a true and fair view of the company’s financia position as a 30 June 2009 and of it's performance for the
financia year ended on that date; and

(b)  therearereasonable grounds to believe that the company will be able to pay its debts as and when they become due and payable.

The directors have been given the declarations by the chief executive officer and chief financia officer required by section 295A of the
Corporations Act 2001.

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

Dennis Wilkins
Finance Director

Perth, 30 September 2009
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ASX Additional Information

Additional information required by Australian Stock Exchange Ltd and not shown elsewhere in thisreport is asfollows. The information
iscurrent as at 30 September 2009.

(a) Digribution of equity securities
Analysis of numbers of equity security holders by size of holding:

Ordinary shares
Number of holders Number of shares
1 - 1,000 23 4,944
1,001 - 5,000 147 512,677
5,001 - 10,000 259 2,288,115
10,001 - 100,000 825 32,325,420
100,001 and over 205 84,182,890
1,459 119,314,046
The number of equity security holders holding less than a marketable parcel of securities are: 118 266,107

(b) Twenty largest shareholders
The names of the twenty largest holders of quoted ordinary shares are:
Listed ordinary shares

Number of shares chentage of
ordinary shares

1 Mr Kenneth Russell 5,290,000 411
2 HSBC Custody Nominees (Australia) Limited 4,545,454 3.53
3 Jerele Mining Pty Ltd <Ellyard Super Fund A/C> 4,500,000 3.50
4 UBS Wealth Management Australia Nominees Pty Ltd 3,442,935 2.67
5 Pennock Pty Ltd 2,000,000 155
6 Woolsthorpe Investments Limited 1,856,746 144
7 Dreamaster Pty Ltd <Carlyon Super Fund A/C> 1,665,000 129
8 Citicorp Nominees Pty Limited 1,523,789 118
9 Campestre Enterprises Pty Ltd 1,500,000 117
10  ANZ Nominees Limited <Cash Income A/C> 1,375,060 1.07
11 Mr Stephen Cansdell Hirst 1,230,000 0.96
12 Mr Albert Maxwell Baxter Brown & Mr Elton Chad Brown <AMB Brown Super Fund A/C> 1,072,667 0.83
13 Brispot Nominees Pty Ltd <House Head Nominee No 1 A/C> 1,000,000 0.78
14  Fiske NomineesLtd <Edgew0001 A/C> 1,000,000 0.78
15  Humbolt Capital Corporation 1,000,000 0.78
16  Kurrabalnvestments Pty Ltd 1,000,000 0.78
17  Mr Gordon Richard Lehmensich & Mr Robin Gordon L ehmens ch <The L ehmensich Super/F

AlC> 1,000,000 0.78
18  Mr Paul Jennings & Mrs Jackie Jennings <Jennings Family A/C> 960,000 0.75
19  Boroko Pty Ltd <Fairly Super Fund A/C> 909,090 0.71
20 NG NomineesPty Ltd <Nick Georgiou A/C> 909,090 0.71

37,779,831 29.37

(c) Votingrights
All ordinary shares (whether fully paid or not) carry one vote per share without restriction.
(d) Schedule of interestsin petroleum blocks
L ocation Block Percentage held / earning
Tanzania— Offshore Nyuni 20
Tanzania— Offshore West Songo Songo 50
Suriname — Onshore Uitjik 1.75 (indirect)
Suriname — Onshore Coronie 1.75 (indirect)
Italy — Offshore (Application) Lampedusa 100
Italy — Offshore (Application) Western Sardinia 100
Italy — Offshore (Application) Elba South 100
Italy — Po Valley Borsano 100
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