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FORWARD LOOKING STATEMENTS

This Annual Report includes certain forward-
looking statements that have been based on current
expectations about future acts, events and
circumstances. These forward-looking statements
are, however, subject to risks, uncertainties and
assumptions that could cause those acts, events and
circumstances to differ materially from the
expectations described in such forward-looking
statements.

These factors include, among other things,
commercial and other risks associated with the
meeting of objectives and other investment
considerations, as well as other matters not yet
known to the Company or not currently considered
material by the Company.
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Chairman’s Report

Dear Shareholder,
I am pleased to present the first annual report of Moby Oil & Gas Ltd.

The Company’s progress since listing on Australian Stock Exchange on 29 July 2004 is nothing short of
remarkable.

Since listing, the Company has successfully earned a 35% interest in Vic/P47, its principal exploration asset,
with the contribution of $3,750,000 towards the drilling of the Moby-1 well.

The Moby-1 well, operated by Bass Strait Oil Company, has confirmed a new field gas discovery, 5 km from
the producing Patricia and Balleen field.

The Company’s successful float, and the successful drilling of the Moby-1 well, has rewarded the efforts of the
Board and you, the shareholders, and will enable the Company to be a player in revitalised petroleum
exploration and production in Bass Strait.

Since the Company’s incorporation the environment for oil exploration has improved markedly, with a large
increase in crude oil prices. Continuing high world prices for crude oil and a broad general increase in natural
gas prices, to levels significantly greater than presently exist in Australia, has demonstrated the national benefit
of substantial self-sufficiency in hydrocarbons. Security of supply is of fundamental strategic value, but so are
the financial benefits to Australians, through foreign exchange savings, resource and other taxation.
Importantly, significant rewards to producers and their shareholders can be anticipated in the event of success,
in return for this high level of risk taking.

I thank my fellow directors, Lance Coburn, David Hill and Graeme Menzies and also the senior consultants of
Bass Strait Oil Company, Ian Reid and Andrew Adams for their work for your Company.

I also thank you, the shareholders, for your support and look forward to an outstanding year for you and for the
Moby Oil & Gas Ltd in 2004/2005.

E Geoffrey Albers
Chairman

22 October 2004
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EXPLORATION REPORT
VIC/P47 Gippsland Basin — 35% Interest

Moby-1 Confirms New Field Gas Discovery

The Moby-1 well, located in offshore permit Vic/P47 approximately 25 km south of Orbost, Victoria at latitude
38°01” 44.31”S and longitude 148°30° 27.46”E was drilled to its total depth of 639 metres below sea level
(mbsl).

The top of the primary target Gurnard Formation was intersected over the interval 534 — 566 mbsl, 17 metres
high to prognosis, and slightly thicker than originally estimated (32 metres versus 25 metres). Elevated gas
readings of up to 10,000 ppm together with some indications of fluorescence were recorded while drilling the
Gurnard Formation.

The Barracouta Formation was intersected at 566 mbsl and encountered gas readings of up to 3,600 ppm. The
top of the Strzelecki Formation was intersected at 589 mbsl with lower gas readings of up to 1,460 ppm.

Gas samples taken on wireline formation tester confirmed the Moby structure as a new field gas discovery.

Preliminary analysis of gas samples taken indicates a gas composition of predominantly methane, only 1% CO,
and no H,S. This is comparable to gas being produced from the Patricia Baleen field 5 km to the west.

Moby-1 is located approximately 5 km east of the producing Patricia Baleen gas field. Based on preliminary
analysis of wireline logs, the nature of the gas shows while drilling and the description of the reservoir rock
from drill cuttings, the Company believes the Moby-1 reservoir section is comparable to the Patricia Baleen gas
TeServoirs.

The Moby-1 producing well has intersected the gas fluid contact as programmed. This means that there is
extensive updip gas potential in the Moby structure, at least 105 metres of vertical closure is mapped above the
level of the gas fluid contact intersected in the Moby-1 well.

Moby-1 has also confirmed that the 3D seismic amplitude anomaly (DHI) is indicating the presence of gas as
predicted by the pre-drill interpretation. This result indicates the potential for the accumulation to also be
areally extensive to the south and east beyond existing 3D seismic control.

Negotiations have commenced with seismic contractors with the aim of completing the 3D seismic coverage
over the full potential area of the Moby accumulation by early 2005. It is planned that this data could be used to
locate an appraisal well later in 2005 as part of BAS’s Gippsland drilling programme with the Ocean Patriot rig.

The forward programme is to undertake a more detailed evaluation of the wireline log results from Moby-1 to
determine reservoir quality and net hydrocarbon pay.

The well was permanently sealed in accordance with the requirements of the Victorian Department of Primary
Industries.

Moby-1 was planned and engineered as a wildcat exploration well with no intention that it would be utilised as
a producing well. Moby-1 achieved its objective of confirming a gas discovery and the preliminary results
support the pre-drill model and expectations of the Moby structure as described in the Company’s prospectus.
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REPORT BY DIRECTORS
30 JUNE 2004

The directors present their report on the results of Moby Oil & Gas Limited (“the Company” or “Moby”) for the
year ended 30 June 2004 and the state of affairs of the Company at that date. Moby Oil & Gas Limited is a
company limited by shares, incorporated on 13 October 2003 and domiciled in Australia. The Directors have
determined that the first financial year lasts for the period from incorporation to 30 June 2004.

DIRECTORS

The Directors of the Company were in office during the entire year, except as noted below, and to the date of the
report:

E Geoffrey Albers LL.B FAICD — Executive chairman (appointed 13 October 2003)

Mr Albers is a company director with over 30 years experience as a lawyer and administrator in corporate law,
petroleum exploration and resource sector investment. During this period Mr Albers has sponsored the
formation of companies that have made the original Maari (Moki) oilfield discovery in New Zealand, the Yolla
Gas/Condensate discovery in Bass Strait, the Evans Shoal gasfield discovery/appraisal in the Timor Sea and the
SE Gobe oilfield development in Papua New Guinea.

Mr Albers is Chairman of Methanol Australia Limited, Bass Strait Oil Company Ltd, Octanex NL, Strata
Resources NL, and various other private and unlisted public companies. He is a member of the Petroleum
Exploration Society of Australia and a member of the APPEA Exploration Committee.

Mr L E Coburn — Non-executive director (appointed 17 March 2004)

Lance Coburn graduated from University of Newcastle with a Bachelor of Commerce (Honours). He is a
Fellow of the Certified Practising Accountants.

He was employed by BHP Group for 37 years until July 2000. Some of the more recent positions that he held
in BHP were: President, BHP Steel USA; Vice President Minerals Services; Group General Manager Minerals
Finance, Group General Manager Steel International, Managing Director BHP New Zealand Steel, and BHP
Group General Manager Petroleum Finance. He was a director, from 1987 to 1989, of US listed company,
Hamilton Oil & Gas Inc. Earlier in his career with BHP he held treasury and finance positions, and during this
time he was a director of the Whyalla Credit Union.

Since leaving BHP he has worked and consulted in a part-time capacity as well as two voluntary roles — one
with World Vision and the other as chairman of the Advisory Board of the Parent-Infant Research Institute at
the Austin Hospital. Currently he is a director of Big Sky Credit Union Ltd.

Mr D B Hill — Executive director (appointed 13 October 2003)
David Hill began his professional career over 35 years ago with an international accounting firm.

Since 1980 he has been involved with the mining, oil and gas sectors, becoming a director of a number of listed
exploration companies in both Australia and New Zealand, concentrating on fiscal aspects of project modelling
and procurement of capital.

Mr G A Menzies — Non-executive director (appointed 13 October 2003)

Graeme Menzies is a barrister and solicitor. He graduated from Melbourne University in 1971 and qualified for
admission to the degree of Master of Laws in 1975. He was admitted to practice in 1972. Since 1987 he has
carried on practice as a sole practitioner under the name of Menzies & Partners. In the course of his legal
practice, Mr Menzies has been involved in a wide range of activities, including takeovers, litigation in respect
thereof, numerous capital raisings and corporate reconstructions. He has been involved in the listing or relisting
of a large number of public companies ranging from junior exploration to substantial mining companies. Over
recent years, his activities have focused primarily on corporate reconstructions and capital raisings.
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Mr Menzies has been a director of a number of public companies and is presently a director of Pooled Mining
Investments Limited, a Pooled Development Fund with investments in a series of Australian incorporated
companies carrying out oil and gas exploration and production activities in the United States of America. Mr
Menzies is also a director of a number of other private, unlisted companies.

DIRECTORS’ EMOLUMENTS

No remuneration was paid to the directors of the Company during the year.

As authorised by an ordinary resolution of the Company in general meeting the directors are currently entitled to
receive up to $60,000 per annum, to be divided between them as directors’ fees. Directors will be paid a total of
$55,000 per annum from 1 July 2004.

DIRECTORS’ MEETINGS

The following table sets out the number of meetings of the Board of directors held during the year and the number
of meetings attended by each director.

Held | Attended
EG Albers 10 10
LE Coburn 5 4
DB Hill 10 10
GA Menzies 10 10

DIRECTORS’ INTERESTS

At the date of this report the relevant interest of each of the directors in the ordinary shares and options over
ordinary shares on issue in the Company were:

Ordinary 30 November 2004 31 December 2004 30 June 2008

Shares Option Options Options
EG Albers 5,830,001 1,000,000 2,915,000 2,915,000
LE Coburn 175,000 87,500 87,500
DB Hill 311,250 155,625 155,625
GA Menzies 90,000 97,500 34,375

ENVIRONMENT, HEALTH AND SAFETY

The Company has adopted an environmental, health and safety policy and conducts its operations in accordance
with the APPEA Code of Practice.

The Company’s petroleum exploration and development activities are subject to environmental conditions specified
in the Petroleum (Submerged Lands) Act, associated Regulations and Directions, as well as the Environment
Protection and Biodiversity Conservation Act 1999. During the period there were no known contraventions by the
Company of any relevant environmental regulations.

The Company believes all injuries are avoidable and has policies and procedures to ensure employees and
contractors manage safety accordingly. There is a continuous process of monitoring and evaluating our
procedures. During the year there were no reported health and safety incidents.

CORPORATE GOVERNANCE

The Board has elected that the Company adopt the principles and recommendations set out in the ASX Corporate
Governance Council (CGC) “Principles of Good Corporate Governance and Best Practice Recommendations™, as
appropriate to the Company’s circumstances. Adherence by the Company to, and departures from, CGC
recommendations, will be disclosed in the Corporate Governance Section of the 2004 annual report to
shareholders.
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The Directors are responsible for the strategic direction of the Company, the identification and implementation of
corporate policies and goals and monitoring of the business and affairs of the Company on behalf of its members.

One of the key objectives of the Board is to ensure timely, transparent and accurate communication with all
members and compliance with all regulatory requirements.

The board has established an Audit and Compliance Committee, the members of which are presently all of the
directors of the Company.

Given that the Company is small, with limited activities and limited resources, it has not established a series of
committees to address specific areas of corporate governance such as risk management, strategic review,
nominations, operations and remuneration. These issues will be dealt with by the Board as a whole with any
interested directors abstaining or being absent as required either by the Act or as necessary to avoid conflict or
possible breach of their fiduciary duties.

PRINCIPAL ACTIVITY

The Company’s principal activities during the year were oil and gas exploration.

REVIEW OF OPERATIONS

The Company’s operating loss for the year ended 30 June 2004 after income tax was $42,840.

Permit Vic/P47 — Moby 35%

Vic/P47 is located on the northern margin of the Gippsland Basin and covers an area of approximately 718 km?
in water depths increasing in a southerly direction from 20 m to 78 m. Three wells have been drilled in the
permit, including Flathead-1 and Whale-1, which both had oil and gas shows at top Latrobe level and Judith-1
which has two possible gas columns at deeper levels.

The Patricia Baleen gas fields are located immediately adjacent to permit Vic/P47 in Vic/L21. These adjacent
fields have contracted to supply 66 bef of sales gas, and commenced production during the first quarter of 2003.
Gas is being delivered to a new plant near Orbost, before being transferred into the new Eastern Gas Pipeline to
New South Wales.

The Company has farmed into a 35% interest in Vic/P47 previously held by Bass Strait Oil Company Ltd
(BSOC) and has agreed to meet the first $3.75 million of the costs of the drilling of Moby-1 in Vic/P47 to earn
the 35% interest. Any cost above $3.75 million will be met by BSOC up to a total of $5.75 million.

Moby Prospect

The Moby prospect in Vic/P47 is located approximately 5 km to the east of the Patricia gas field. The prospect
has strong 3D seismic amplitude anomalies at the top Latrobe level, similar to those over the Patricia Baleen gas
fields. In addition to gas, Moby also has the potential for an oil leg. Good oil shows were present in both
Flathead-1 and Whale-1, lying immediately to the east of the prospect. Oil legs are present in the gas fields to
the south (Tuna and Kipper), east (Leatherjacket) and west (Sperm Whale), outside the Vic/P47 permit. The
Moby structure is a large anticline postulated to have an areal closure of over 70 km* and vertical closure of
275m. This interpretation is based on an extensive database of 3D and 2D seismic data. The 3D seismic
amplitude anomalies, and their calibration to similar anomalies in the Patricia Baleen fields, in addition to a flat
spot indicative of a fluid contact, gives high confidence that gas is present at the Moby-1 location.

The main risks in the Moby prospect are reservoir and gas quality, and to a lesser extent the risk that the
amplitude anomalies may represent low saturation gas. Should oil be present in Moby-1, the main risks will be
its quality and its producibility. As discussed, the occurrence of gas in the Gurnard Formation at Moby is given
high likelihood by the amplitude response observed on the existing high quality 3D dataset.

At the date of this report the drilling of Moby 1 is imminent.
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Potential for Gas Development

The Patricia Baleen development was specifically designed to facilitate additional third party gas. Initial
production at Patricia Baleen was planned to be about 50 terajoules per day (TJ/D), while the plant was sized to
process 75 TJ/D and the gas sales pipeline 200TJ/D. Subsea equipment and the onshore plant site have also
been laid out to allow expansion. Given also that the Patricia Baleen fields were anticipated to have a short
plateau of about one year, there would appear to be potential, dependent upon gas quality and successful
commercial negotiation, for any gas production from Vic/P47 resulting from a successful discovery and
development, to be routed through spare or expansion capacity in the existing nearby infrastructure. This
scenario would allow for both a low cost development and early production for Vic/P47, enhancing project
economics, particularly for smaller gas discoveries. In the case of a larger gas discovery and/or an oil discovery,
stand alone development projects could be considered. Depending on Moby-1 well outcomes, discussions with
the owners/operator of the Patricia Baleen facility area may take place following the drilling of the well. There
can be no assurance that any particular outcome from any such negotiations, if they take place, will be achieved.

Gilbert Area Farm out — Moby 10% Free Carried

Moby has been assigned the right to a free carried interest in a 280 kms? area of Vic/P47 (four graticular
blocks), which is unrelated to the Moby prospect. This area covers the Gilbert prospect in the north-west of
Vic/P47. Lakes has conditionally agreed to drill a well on this feature to earn a 77 % interest in this sub-area of
the permit only. Moby will hold a 10% interest free carried to the commencement of running of production
testing casing, which would only be set in the event of a discovery. The Gilbert area parties have the right and
the obligation to apply for a retention lease, or production licence, in the event of a discovery. This would allow
the Gilbert area to be retained on a separate title and in a separate joint venture to Vic/P47.

The Gilbert feature is formed where the Latrobe Group reservoir butts up against a high block of, probably
tight, Strzelecki Group sediments. The Latrobe Group is not present to the north of the fault.

Permit Vic/P45 — Moby 10%

Vic/P45 covers an area of approximately 900 sq km (see figure 3.8) and contains water depths ranging from 80
metres in the north to over 300 metres in the southeast. Moby has taken an interest of 10% in Vic/P45, resulting
in permit interests being BHP Billiton, (50%, operator), Inpex (40%) and Moby (10%).

Prospectivity

Vic/P45 is prospective for oil and gas at the top Latrobe and also at the deeper intra Latrobe and Golden Beach
levels. A number of prospective features have been identified, several of which are analogous to existing
Gippsland Basin discoveries. Almost the entire area of the permit is covered by a high quality 3D survey
acquired and processed in the second half of 2002. Further processing is proposed by the operator.

The wells drilled in the past in Vic/P45 have tested prospects in all three of the main play groups (top and intra-
Latrobe and Golden Beach), with success in the intra-Latrobe and Golden Beach plays. The drilled wells are
suitably positioned to help define the extent of the prospective section in the Vic/P45 area. The three
hydrocarbon discoveries drilled at Anemone 1A, Archer 1 and Hermes 1 establish the existence of working
petroleum systems in the permit area.

Permit Vie/P41 — Option to Earn 30% Interest

The Company has an option from BSOC to earn a 30% interest in Vic/P41 by meeting $1,000,000 of the cost
of shooting a 250 kms2 3D survey.

Vic/P41 covers an area of approximately 2165 km2 in water depths ranging from 60 metres in the north to 2000
metres in the south. Vic/P41 is prospective for oil and gas plays predominantly at the Golden Beach level and
also at the top Latrobe (as at Sole) and deeper intra Latrobe levels. A number of prospective features have been
identified.
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A layout for the 3D survey has not been finalised, but a 3D seismic programme of not less than 250 km2, is
planned. Vic/P41 is covered by an extensive 2D database in the western two thirds of the permit, although
seismic coverage is low in the eastern area. There has been no 3D seismic shot in the block.

The most important potential in the permit is considered to be the downthrown fault closures interpreted along
the Rosedale Fault. Emphasis is currently being given to plays adjacent to this Fault by analogy with discoveries
to the west e.g. Kipper, East Pilchard-1. The leads; Kipling, Benchley and Cotton, and several other smaller
features, are identified as intra-Latrobe and Golden Beach plays. Downdip of the Hammerhead-1 well, a
potential fault closure remains untested at Golden Beach level (the Kipling Lead). These leads are proposed to
be the subject the 250 kms2 3D seismic survey.

2D seismic acquired in 2003 in the east of the permit was located on leads east of the Sole Field and along the
Rosedale Fault trend to the southeast. Results of this seismic indicate structural features, also warranting further
seismic acquisition.

In the south of the permit area a faulted anticline prospect, Scorpion, has been mapped. It is in relatively deep
water and extends into permit Vic/P49 to the south. 3D seismic definition and depth conversion would be
needed to advance this prospect.

Permit Vie/PS53 — Option to earn 25% Interest

Moby has an option from Cue Petroleum Pty Ltd to acquire a 25% interest in Vic/P53 by, inter alia, initially
meeting 33.334% of the cost of a 320 kms2 3D survey. Since balance date the option has been extended from
30 September 2004 to 15 November 2004.

VIC/P53 is considered prospective for oil and gas at the top Latrobe and also at deeper intra Latrobe levels.

The 320 kms2 3D seismic survey is planned to highlight the potential of Vic/P53, particularly in the area of the
Veilfin-1 well. Veilfin-1 had oil and gas shows with a production test recovery of 0.3 MMSCEF of gas and a
small amount of light API condensate over eleven hours of flow from intra-Latrobe sandstones. Depth
conversion work undertaken to date suggests that none of the wells in Vic/P53, with the exception of Veilfin,
tested a valid closure. The hydrocarbon discovery drilled at Veilfin-1 clearly establishes the existence of
working petroleum systems in the permit area.

Vic/P53 is a complex block but, given its location, it is inherently prospective, provided depth conversion
complexities can be address using 3D seismic. Significant updip potential may exist in the permit to the east of
Veilfin 1. Importantly, there has not been a well drilled within the area of Vic/P53 during the last 20 years.
Likewise no dedicated 3D survey has yet been shot in the block, apart from surveys shot in adjacent acreage
which peripherally covered the edges of Vic/P53. Over this period, technology and the ability to deal with the
complexities of depth conversion have improved dramatically. This aspect, when taken with the strategic
geological location of Vic/P53, augers well for the development of Top and intra Latrobe plays once a high
resolution 3D seismic survey has been undertaken.

Vic/P53 is surrounded by the oil and gas producing fields held by Esso/BHP. The location, adjacent to this
infrastructure, proximity to pipelines, processing facilities and major markets, offers potential advantage
through infrastructure savings and is another in a series of factors that give encouragement to participation in
Vic/P53.

Permit EPP 34 — Moby 20%

EPP 34, in the western Otway Basin offshore from South Australia, covers an area of approximately 4,850
kms2 of the continental shelf and mid-continental slope. Water depths increase in a south-westerly direction
from less than 50 metres to 2,000 metres. The east of the area lies approximately 6 kms off the South Australian
coast and is approximately 220 kms south of Adelaide.

With a little more than twenty wells drilled to date, the offshore Otway Basin is relatively under-explored.
Recent and existing gas discoveries at Thylacine-1 (600 BCF), Geographe-1 (500 BCF), La Bella (210 BCF)
and Minerva (575 BCF) have established the offshore Otway Basin as a prospective petroleum province. To
date, no commercial petroleum discoveries have been made within South Australian managed waters of the
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Otway Basin. However, oil has been discovered in the Upper Jurassic to Lower Cretaceous section of the
onshore part of the basin, in South Australia.

EPP 34 has the potential to contain the geological elements for successful exploration, including mature source
rocks, multiple prospective reservoir units, the development of both regional and intra-formational seals, and
the presence of structural and stratigraphic traps. In addition to the established Waarre Formation play, there is
additional petroleum potential in delta-front and delta-plain sandstones.

The petroleum potential of EPP 34 is enhanced by both its proximity to the Victorian gas market and the
increasing demand for gas in south-eastern Australia. A gas pipeline network has now been established across
the onshore Otway Basin.

PEP 163

As the condition precedent of the EPP 163 farmout agreement which required the Company to raise a minimum
of $6,000,000 pursuant to the prospectus dated 11 May 2004, was not met, the agreement has lapsed in
accordance with its terms.

Likely Developments and Expected Results

The likely developments in the Company’ operations in future years and the expected result from those
operations are dependent on exploration success in the licence areas in which the Company holds an interest as
described in Review of Operations.

DIVIDENDS

During the year and to the date of this report no dividends were recommended, provided for or paid.
SHARE CAPITAL

On 25 February 2004 the Company issued 1,000,000 ordinary shares to raise $150,000 pursuant to an excluded
offer, to fund the costs of a prospectus issue and application for quotation of the Company’s securities on ASX.

SIGNIFICANT EVENTS SINCE BALANCE DATE

On 23 July 2004 the Company issued 25,061,528 ordinary shares at an issue price of 20 cents per share pursuant to
a prospectus offer dated 11 May 2004, to raise $5,012,306 before costs of issue.

A total of 12,530,764 options exerciseable on or before 31 December 2004 at an exercise price of 20 cents per
share and 12,530,764 options exerciseable on or before 30 June 2008 at an exercise price of 30 cents per share
were granted free pursuant to the prospectus offer, all of which are outstanding at the date of this report.

A total of 1,000,000 options exerciseable on or before 30 November 2004 at an exercise price of 20 cents per
share were granted to Great Missenden Holdings Pty Ltd pursuant to the Underwriting Agreement related to the
prospectus offer, all of which are outstanding at the date of this report.

Admission to ASX

Following the successful prospectus capital raising the Company’s securities are quoted on ASX, ASX code:
MOG.

Signed in accordance with a resolution of the directors.

e

D B Hill
Director
Melbourne, 30 September 2004
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DIRECTORS’ DECLARATION

In accordance with a resolution of the directors of Moby Oil & Gas Limited, I state that:
In the opinion of the directors:

(a) the financial statements and notes of the Company as at 30 June 2004 are in accordance with the
Corporations Act 2001, including:

(1) giving a true and fair view of the Company’s financial position as at 30 June 2004 and of its
performance for the year ended on that date; and

(i1) complying with Accounting Standards and Corporations Regulations 2001; and

(b) there are reasonable grounds to believe that the Company will be able to pay its debts as and when they
become due and payable.

On behalf of the Board

e

D B Hill
Director

Melbourne, 30 September 2004
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STATEMENT OF FINANCIAL PERFORMANCE
FOR THE YEAR ENDED 30 JUNE 2004

Revenues from ordinary activities
Expenses from ordinary activities

Loss from ordinary activities before
income tax expense

Income tax expense relating to ordinary
activities

Net loss from ordinary activities after income
tax expense

Total changes in equity other than those
resulting from transactions with owners
as owners

Basic loss per share

Diluted loss per share

NOTE

13

20

20

$
1,198

(44,038)

(42,840)

(42,840)

(42,840)

(8.87) cents

(8.87) cents

The statement of financial performance is to read in conjunction with the notes to the financial statements

10
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STATEMENT OF FINANCIAL POSITION
AT 30 JUNE 2004

NOTE $
CURRENT ASSETS
Cash assets 121,070
Receivables 6 28,750
Other 7 344,673
TOTAL CURRENT ASSETS 494,493
NON-CURRENT ASSETS
Deferred exploration costs carried forward 8 216,636
TOTAL NON-CURRENT ASSETS 216,636
TOTAL ASSETS 711,129
CURRENT LIABILITIES
Payables 10 224,733
Interest bearing liabilities 11 379,235
TOTAL CURRENT LIABILITIES 603,968
TOTAL LIABILITIES 603,968
NET ASSETS 107,161
EQUITY
Contributed equity 12 150,001
Accumulated losses 13 (42,840)
TOTAL EQUITY 107,161

The statement of financial position is to be read in conjunction with the notes to the financial statements

11
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STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2004

CASH FLOWS FROM OPERATING ACTIVITIES
Payments to suppliers and employees
Interest received

Net cash used in operating activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issues of ordinary shares

Advances from director related entities

Prospectus costs

Net cash from financing activities

Net increase in cash assets

CASH ASSETS AT THE END OF THE PERIOD

RECONCILIATION OF NET CASH USED IN OPERATING

ACTIVITIES WITH LOSS FROM ORDINARY
ACTIVITIES AFTER INCOME TAX

Loss from ordinary activities after income tax
Deferred exploration costs

Non-Cash Items:

Changes in Assets and Liabilities:

Increase (decrease) in payables

Decrease (increase) in receivables

Net cash used in operating activities

12

$
(202,954)
1,198

(201,756)

150,001
230,000
(57,175)

322,826

121,070

121,070

(42,840)
(175,682)

45,516
(28,750)

(201,756)
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

NOTE 1 CORPORATE INFORMATION

Moby Oil & Gas Limited is a company limited by shares that is incorporated and domiciled in Australia, the
registered office of which is located at Level 25, 500 Collins Street, Melbourne, Victoria 3000.

The Company was incorporated on 13 October 2003. The directors have determined that the first financial year
lasts for the period from incorporation to 30 June 2004.

The principal activity of the company during the year was exploration for petroleum in Australia employing at
30 June 2004 2 employees.

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Accounting

The financial report is a general purpose financial report which has been prepared in accordance with the
requirements of the Corporations Act 2001 including applicable Accounting Standards. Other mandatory
professional reporting requirements (Urgent Issues Group Consensus Views) have also been complied with.

The financial statements have been prepared in accordance with the historical cost convention.

Exploration and Evaluation Expenditure

Exploration and evaluation expenditure is carried forward separately for each area of interest provided that such
costs are expected to be recouped through successful development or sale, or exploration activities have not yet
reached a stage which permits a reasonable assessment of the existence or otherwise of economically
recoverable reserves, and active and significant operations in relation to the area are continuing.

Exploration expenditure which no longer satisfies the above conditions is written off. In addition, a provision is
raised against exploration expenditure where the directors are of the opinion that the carried forward net cost
may not be recoverable. The increase in the provision is charged against the results for the period.

Costs on productive areas are amortised over the life of the area of interest to which such costs relate on the
production output basis.

Restoration, Rehabilitation and Environment Expenditure

Restoration, rehabilitation and environmental costs necessitated by exploration and evaluation activities are
provided for as part of the cost of those activities. Costs are estimated on the basis of current undiscounted
costs, current legal requirements and current technology.

Estimates of future costs are reassessed at least annually. Changes in estimates relating to areas of interest in
the exploration and evaluation phase are dealt with retrospectively, with any amounts that would have been
written off or provided against under the accounting policy for exploration and evaluation immediately written
off. Changes in estimates of costs relating to producing areas are dealt with prospectively over the remaining
production life.

Recoverable Amount

The carrying amount of non-current assets is reviewed at balance date to determine whether it is in excess of the
recoverable amount. If the carrying amount of a non-current asset exceeds the recoverable amount, the asset is
written down to the lower amount. In assessing recoverable amounts the relevant cash flows are not discounted
to their present value.

Cash and Cash Equivalents

Cash assets are carried at nominal amounts and include cash at bank and short term deposits convertible into
cash within 2 working days.
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MOBY OIL & GAS LIMITED
ABN 17 106 653 794

NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont)
Payables

Payables are carried at cost which is the fair value of consideration to be paid for goods and services received,
whether or not billed to the Company.

Share Capital

Ordinary share capital is recognised at the fair value of the consideration received by the company. Transaction
costs arising on the issue of ordinary shares are recognised directly in equity as a reduction of the consideration
received.

Taxes

Income Taxes

Tax-effect accounting is applied using the liability method whereby income tax is regarded as an expense and is
calculated on the accounting profit after allowing for permanent differences. To the extent timing differences
occur between the time items are recognised in the financial statements and when items are taken into account
in determining taxable income, the net related taxation benefit or liability, calculated at current rates, is
disclosed as a future income tax benefit or a provision for deferred income tax. The net future income tax
benefit relating to tax losses and timing differences is not carried forward as an asset unless the benefit is
virtually certain of being realised.

Goods and Services Tax (GST)
Revenues, expenses and assets are recognised net of the amount of GST except receivables and payables are
stated with the amount of GST included.

The net amount of GST recoverable from, or payable to, the taxation authority is included as part of receivables
or payables in the Statement of Financial Position.

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

Commitments and contingencies are disclosed net of the amount of GST recoverable from, or payable to, the
taxation authority.

Revenue Recognition
Revenue is recognised to the extent that it is probable that the economic benefits will flow to the entity and the
revenue can be reliably measured. The following specific recognition criteria must also be met before revenue

is recognised:

Interest
Where control has been attained of a right to receive the interest payment.

Joint Venture Operations
Interest in joint venture operations is brought to account by including in the respective classifications, the
Company’s share of individual assets employed and share of liabilities and expenses incurred. Where the

Company is acquiring or disposing of a joint venture interest the Company’s share of joint venture assets is
based on the contributions made to the joint venture.
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MOBY OIL & GAS LIMITED
ABN 17 106 653 794

NOTES TO THE FINANCIAL STATEMENTS

30 JUNE 2004

NOTE $
NOTE 3 REVENUE FROM ORDINARY ACTIVITIES
Revenue from non-operating activities:
Interest received 1,198
Total revenues from ordinary activities 1,198
NOTE 4 EXPENSES AND LOSSES (GAINS)
Audit fees 14 10,500
Consultants fees related parties 16 8,720
Consultants fees other 9,697
Interest 800
Office costs 10,111
Other expenses from ordinary activities 4,210
Total expenses from ordinary activities 44,038
NOTE 5 INCOME TAX
The prima facie tax benefit on loss from ordinary
activities differs from the income tax provided in the
financial statements as follows:
Prima facie loss from ordinary activities (12,852)
Tax effect of permanent differences
Costs of capital raising (20,678)
Tax benefit attributable to ordinary activities (33,530)
Future tax benefit not brought to account 33,530
Income tax expense attributable to ordinary activities -
The estimated future tax benefit arising from tax losses
and timing differences not brought to account at balance
date as realisation of the benefit is not virtually certain
Revenue losses 96,271
Timing differences (62,741)

33,530

The future tax benefit will only be obtained if:

(a) future assessable income is derived of a nature and of an amount sufficient to enable the benefit to be
realised;

(b) the conditions for deductibility imposed by tax legislation continue to be complied with; and

(c) no changes in tax legislation adversely affect the economic entity in realising the benefit.

NOTE 6 RECEIVABLES

Goods and services tax refunds 28,532
Other 218
28,750
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MOBY OIL & GAS LIMITED
ABN 17 106 653 794

NOTES TO THE FINANCIAL STATEMENTS

30 JUNE 2004
NOTE $
NOTE 7 OTHER
Deferred share issue costs relating to shares issued
since balance date pursuant to prospectus offer 344,673

NOTE 8 DEFERRED EXPLORATION COSTS CARRIED FORWARD

Tenements in the exploration phase
Net cost for the year 216,636

Cost at the end of the year 216,636

Ultimate recovery of deferred exploration costs carried forward is dependent upon the company maintaining
appropriate funding through success in its petroleum exploration activities or by capital raising, or sale or
farmout of its petroleum exploration tenement interests to support continued exploration activities.

NOTE 9 INTEREST IN JOINT VENTURE OPERATIONS

The Company has an interest in the assets, liabilities and output of joint venture operations for the exploration
and development of petroleum in Australia. The Company has taken up its share of joint venture transactions
based on the Company’s contributions to the joint ventures. Expenditure commitments in respect of the joint
ventures are disclosed in Note 17. Details of the Company’s interests in the joint ventures are:

Interest Interest Interest
Acquired Sold 30/6/2004
Vic/P47 35% - 35%
EPP 34 20% - 20%
NOTE 9 INTEREST IN JOINT VENTURE OPERATIONS (cont)
Assets and liabilities of the joint venture operations
are included in the financial statements as follows:
$
NON-CURRENT ASSETS
Deferred exploration costs 132,696
CURRENT LIABILITIES
Payables (1,875)
NET ASSETS 130,821
NOTE 10 PAYABLES
Trade creditors 222,859
Director-related entities 16 1,874
224733
NOTE 11 INTEREST BEARING LIABILITIES
Director related entities 16 379,235
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MOBY OIL & GAS LIMITED
ABN 17 106 653 794

NOTES TO THE FINANCIAL STATEMENTS

30 JUNE 2004

NOTE Shares $
NOTE 12 CONTRIBUTED EQUITY
Issued and Paid Up Capital
Ordinary shares fully paid 1,000,001 150,001
Movements in Shares on Issue
Balance at beginning of year - -
Issue on incorporation 1 1
Issue to excluded offerees — at a price of 15 cents per share 1,000,000 150,000
Balance at end of year 1,000,001 150,001

Terms and Conditions of Contributed Equity

Ordinary shares entitle the holder to receive dividends as declared and, in the event of winding up the company,
to participate in the proceeds from the sale of all surplus assets in proportion to the number of and amounts paid
up on shares held. Ordinary shares entitle their holder to one vote, either in person or by proxy, at a meeting of
the company.

Terms and Conditions of Share Options

Each option entitles the holder to subscribe for a fully paid ordinary share that will from the date of issue rank
equally in all respects with the then issued ordinary fully paid shares in the capital of the Company, and will be
subject to the provisions of the constitution of the Company.

The option may be transferred at any time, in accordance with the Corporations Act 2001, the ASTC Rules and
the ASX Listing Rules. The option does not entitle the holder to a vote at meeting of members of the Company
or to participate in new issues of ordinary shares offered to members of the Company during the currency of the
option. In the event of any reorganisation of the capital of the Company, the option shall be treated in the
manner required by the ASX Listing Rules in force as at the date of any such reorganisation, and as appropriate
to the type of reorganisation proposed.

For each 31 December 2004 exercised the holder will be granted a free 30 June 2008 option.

Shares Issued During the year to Excluded Offerees

On 25 February 2004 the Company issued 1,000,000 ordinary shares at an issue price of 15 cents per share and
for each two shares issued granted one free option exerciseable on or before 31 December 2004 at an exercise
price of 20 cents per share and one free option exerciseable on or before 30 June 2008 at an exercise price of 30
cents per share.

At balance date 500,000 options exerciseable on or before 31 December 2004 at an exercise price of 20 cents
per share and 500,000 options exerciseable on or before 30 June 2008 at an exercise price of 30 cents per share
were outstanding.

Shares Issued Since Balance Date Pursuant to Prospectus Offer

On 23 July 2004 the Company issued 25,061,528 ordinary shares pursuant to the prospectus dated 11 May
2004. At balance date the Company had incurred costs of $344,673 relating to the prospectus (Note 7), and held
in trust application moneys of $855,347 received pursuant to the prospectus.

Share Options Granted Since Balance Date Pursuant To Prospectus Offer

A total of 12,530,764 options exerciseable on or before 31 December 2004 at an exercise price of 20 cents per
share and 12,530,764 options exerciseable on or before 30 June 2008 at an exercise price of 30 cents per share
were granted free, pursuant to the prospectus offer.

Share Options Granted Since Balance Date Pursuant to the Underwriting Agreement

A total of 1,000,000 options exerciseable on or before 30 November 2004 at an exercise price of 20 cents were
granted to Great Missenden Holdings Pty Ltd pursuant to the underwriting agreement (Note 16).
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MOBY OIL & GAS LIMITED
ABN 17 106 653 794

NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

NOTE 13 ACCUMULATED LOSSES

$

Net loss (42,840)
Balance at end of year (42,840)
NOTE 14 AUDITOR’S REMUNERATION
Amounts received or due and receivable by the
auditor of the Company for:
Audit of the full year and half year financial report 4 10,500
of the entity
Services in relation to prospectus 2,000

12,500

NOTE 15 DIRECTOR AND EXECUTIVE DISCLOSURES

Specified Directors
EG Albers Executive Chairman DB Hill Executive Director
LE Coburn Non-executive Director GA Menzies Non-executive Director

There were no specified executives during the year.

Remuneration Policy for Specified Directors and Specified Executives

The Board of Directors is responsible for determining and reviewing compensation arrangements for the
directors, the managing director and senior executives. The Board assesses the appropriateness of the nature
and amount of emoluments of such officers on a periodic basis by reference to relevant employment market
conditions with the overall objective of ensuring maximum stakeholder benefit from the retention of a high
quality board and executive team. Such officers are given the opportunity to receive their base emolument in a
form optimal for the recipient without creating undue cost for the company.

To assist in achieving these objectives, the Board links the nature and amount of executive directors’ and
officers’ emoluments to the company’s financial and operational performance.

No remuneration was paid to the directors of the Company during the year.
As authorised by an ordinary resolution of the Company in general meeting the directors are currently entitled to
receive up to $60,000 per annum, to be divided between them as directors’ fees. Directors will be paid a total of

$55,000 per annum from 1 July 2004.

Interests of Specified Directors in Securities issued by Moby Oil & Gas Limited

Balance  Received as Options  Net Change Balance

1/7/2003 Remuneration Exercised Other 30/6/2004
Ordinary Shares
EG Albers - - - 450,001 450,001
LE Coburn - - - 100,000 100,000
DB Hill - - - 125,000 125,000
GA Menzies - - - 75,000 75,000
Total - - - 750,001 750,001
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MOBY OIL & GAS LIMITED
ABN 17 106 653 794

NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

NOTE 15 DIRECTOR AND EXECUTIVE DISCLOSURES (Cont)

Balance  Received as Options  Net Change Balance

1/7/2003 Remuneration Exercised Other 30/6/2004
31 December 2004 Options
EG Albers - - - 225,000 225,000
LE Coburn - - - 50,000 50,000
DB Hill - - - 62,500 62,500
GA Menzies - - - 37,500 37,500
Total - - - 375,000 375,000
30 June 2008 Options
EG Albers - - - 225,000 225,000
LE Coburn - - - 50,000 50,000
DB Hill - - - 62,500 62,500
GA Menzies - - - 37,500 37,500
Total - - - 375,000 375,000

The disclosures relating to equity instruments of specified directors include equity instruments of personally
related entities, being relatives and the spouses of relatives and any entity under the joint or several control or
significant influence of the specified director or specified executive.

All equity transactions with specified directors have been entered into under terms and conditions no more
favourable than those the entity would have adopted if dealing at arm’s length.

NOTE 16 RELATED PARTY TRANSACTIONS

Associated Entity

During the year the Company was incorporated by Bass Strait Oil Company Ltd (BSOC) to farm into the BSOC
interest in Vic/P47 and to acquire an option to acquire an interest in Vic/P41. Director E.G. Albers is a director
of BSOC and DB Hill is company secretary of BSOC.

Transactions with Directors and Director-Related Entities

During the year fees were paid for services provided under normal commercial terms and conditions to a
director-related entity of director Ernest Geoffrey Albers for corporate and project management in the amount
of $49,110, prospectus preparation and management in the amount of $52,960, and to DB Hill for
administration, secretarial and other services in the amount of $7,948. Since balance date the Company has
paid management fees of $40,000 and underwriting commission of $250,638 to a director-related entity of
Director EG Albers relating to the prospectus dated 11 May 2004.

During the year and since balance date fees were paid t director G.A. Menzies of $40,000 under normal
commercial terms and conditions in relation to preparation of the prospectus dated 14 May 2004.

Mr EG Albers is also a director and shareholder of Great Missenden Holdings Pty Ltd (Great Missenden), Cue

Petroleum Pty Ltd (Cue Petroleum), United Oil & Gas Limited (United), National Energy Pty Ltd (National)
and Exoil Limited (Exoil), with which the Company has entered into agreements:
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MOBY OIL & GAS LIMITED
ABN 17 106 653 794

NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

NOTE 16 RELATED PARTY TRANSACTIONS (Cont)
Vic/P47 Farmout Agreement

By an agreement made with BSOC on 31 October 2003, Moby has agreed to acquire a 35% interest in permit
Vic/P47. In earning its interest, Moby will meet the first 100% of the costs of the drilling of the Year 2 well
commitment (Moby 1 well) up to $3.75 million. Thereafter BSOC will meet any costs up to $5.75 million.
Should costs exceed $5.75 million, then the parties would share costs, as follows:

BSOC - 40%
Moby — 35%
Eagle Bay — 25%

Gilbert Blocks Assignment

By a Deed of Assignment made 31 October 2003, BSOC assigned its 10% interest in the Gilbert Blocks
resulting from the drilling by Lakes of the Gilbert 1 feature, which rights are set out in a Memorandum of
Agreement made between BSOC, Eagle Bay and Lakes dated 30 June 2003.

Vic/P41 Option

By an agreement made 31% October 2003, BSOC granted to Moby the option to acquire a 30% interest in
Vic/P41. The option which was originally exerciseable on or before the expiration of 7 days following the
closing of the Moby prospectus offer may now be terminated with 7 days notice at the discretion of BSOC. The
option may be exercised by Moby agreeing to meet the first $1 million of expenditure with respect to the
shooting and processing of 250 kms? of new 3D seismic survey, with BSOC meeting the remaining costs of
such program.

After the conclusion of the seismic program each of Moby and BSOC shall contribute pro rata in accordance
with the terms of the Vic/P41 Operating Agreement.

Consultancy and Management Services Agreement

By agreement made 5™ February 2004, BSOC provided consultancy services to Moby for geotechnical,
management and corporate services for a period not exceeding 50 man days, without charge for an initial period
of six months. The agreement has been extended for a further consecutive six month period, BSOC charging
Moby $1,000 per man day. Thereafter, chargeout rates are to be negotiated. The agreement may be terminated
by either party by giving three months notice.

Underwriting Agreement

The Company entered into an underwriting agreement with Great Missenden Holdings Pty Ltd in relation to the
prospectus offer dated 11 May 2004. In terms of the agreement Great Missenden Holdings Pty Ltd has been
paid a management fee of $40,000 and has been granted 1,000,000 30 November 2004 options exerciseable at
20 cents.

The Company has paid an underwriting commission to Great Missenden Holdings Pty Ltd of 5% of the total
amount raised. Licensed dealers lodging applications were paid commission of 4% on those applications
accepted by the Company, reducing the commission otherwise receivable by Great Missenden Holdings Pty
Ltd.
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MOBY OIL & GAS LIMITED
ABN 17 106 653 794

NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

NOTE 16 RELATED PARTY TRANSACTIONS (Cont)
EPP 34 Farmin

By an agreement made 27 March 2004 the Company farmed into EPP 34 held by United, National and Exoil
(the Western Otway Joint Venture). Following the farmin, the participating interests are:

United (Operator) — 30%
National — 25%

Exoil — 25%

Moby — 20%

Vic/P53 Option

By an agreement made on 6™ February 2004 Moby acquired an option from Cue Petroleum to earn a 25%
interest in Vic/P53 for $40,000. Since balance date the option has been extended and the Company has paid a
further $40,000.

The Option may be exercised by Moby agreeing to meet 33.334% of the cost of acquiring 320 kms of 3D
seismic in Vic/P53. Having met these obligations, Moby may take title to a 25% interest in Vic/P53 or decide
not to proceed further. If Moby elects to take title, Moby will be obliged to meet 33.334% of the cost of drilling
the first well in the Permit and to pay US$333,334 (A$486,990) to Cue Petroleum on or before the spud date of
the well. Following the drilling of the first well. Moby shall have the right to reassign the 25% interest in the
Permit at no cost.

The 25% interest shall be subject to a 4% gross overriding royalty interest in favour of Australian Crude Oil
Company, Inc (ACOC). ACOC was the previous title holder to Vic/P53 and assigned the permit to Cue

Petroleum on the basis of similar obligations to those underlying the option terms,

NOTE 17 EXPLORATION EXPENDITURE COMMITMENTS

$
Estimated expenditure to satisfy work requirements under exploration permits for petroleum.
Not later than 1 year
Vic/P47 3,750,000
Vic/P45 30,000
EPP 34 15,000
3,795,000
Later than 1 year but not later than 5 years
Vic/P47 50,000
Vic/P45 1,620,000
EPP 34 40,000
1,710,000

Expenditure commitments include obligations arising from farm-in arrangements, and minimum work
obligations for the initial 3 year period of exploration permits and thereafter annually. Minimum work
obligations, may, subject to negotiation and approval, be varied. They may also be satisfied by farmout, sale,
relinquishment or surrender of a permit.
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MOBY OIL & GAS LIMITED
ABN 17 106 653 794

NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

NOTE 17 EXPLORATION EXPENDITURE COMMITMENTS (Cont)

Vic/P47
Permit interests are BSOC 40% (Operator), Moby 35% and Eagle Bay Resources NL 25%.

Vic/P47 is in permit Year 3, with two wells scheduled by 27 February 2005. The Company will contribute the
first $3.75 million to the drilling of the Moby 1 exploration well to meet one of these commitments and thereby
earn its 35% interest. BSOC will meet any Moby 1 well costs between $3.75 million and $5.75 million. Any
Moby 1 well costs over $5.75 million, and exploration costs after the drilling of the Moby 1 well, will be met
pro-rata with the above permit interests.

The expenditure commitments for Vic/P47 assumes Lakes Oil NL meets the costs of drilling the third permit
year well. In the event that Lakes Oil NL does not drill the third permit year well the Company will contribute
an estimated net $1,400,000.

Vic/P45

Moby has in addition to paying a share of all costs, charges and expenses chargeable in relation to the Permit
equal to Moby’s 10% participating interest, granted BHP Billiton and Inpex the right, each to elect to withdraw
from the Permit. At the date of this report neither party has made such an election. In the event that those
parties do make such an election event Moby shall be responsible for, and shall carry out and bear the costs,
charges and expenses of all outstanding activities and operations necessary to satisfy the minimum guaranteed
work program in respect of the Permit namely the 3™ permit year well obligation.

NOTE 18 FINANCIAL INSTRUMENTS

Net Fair Value
The following methods and assumptions are used to determine the net fair values of financial assets and
financial liabilities:

Cash and cash equivalents: The carrying amount approximates fair value because of the short-term to maturity.
Trade receivables and payables: The carrying amount approximates fair value because of settlement terms.

Terms, Conditions and Accounting Policies
The Company’s accounting policies, including the terms and conditions of each class of financial asset,
financial liability and equity instrument, both recognised and unrecognised at the balance date.

Financial Instruments Accounting Policies Terms and Conditions

(i) Financial Assets
Cash at bank Stated at nominal value. At call, interest rate subject to balance.
Receivables Stated at nominal value Normally settled on 90 day terms

(i1) Financial Liabilities

Payables Recognised for amounts to be paid for ~ Trade liabilities are normally settled
goods and services received, whether ~ on 30 day terms.
or not billed to the Company.

(iii) Equity Instruments

Ordinary shares Recognised at the fair value of the Terms and conditions of shares issued
consideration received by the and options outstanding are set out in
Company. Note 12.
Credit Risk Exposure

The maximum credit risk exposure of financial assets is represented by the carrying amounts of financial assets
recognised as per the statement of financial position.
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MOBY OIL & GAS LIMITED
ABN 17 106 653 794

NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

NOTE 18 FINANCIAL INSTRUMENTS (Cont)

Interest Rate Risk
The consolidated entity’s exposure to interest rate risk and the effective rates of interest of financial assets and
financial liabilities, both recognised and unrecognised at the reporting date, are as follows:

Floating  Fixed Interest Non-interest Total Carrying Weighted Average
Interest Rate Rate Bearing Amount as per  Effective Interest Rate
Statement of Financial
Position
FINANCIAL ASSETS
Cash 121,070 - - 121,070 1%
FINANCIAL LIABILITIES
Trade creditors - - 224,733 224,733 N/A
Interest bearing liabilities - 379,235 - 379,235 12%
- 379,235 224,733 603,968

NOTE 19 SEGMENT INFORMATION
The Company operates in Australia in the petroleum exploration industry.
NOTE 20 EARNINGS PER SHARE

The following reflects the income and share data used in the
calculations of basic and diluted loss per share:

$
Net loss 42,840
Number of
Shares

Weighted average number of ordinary shares used
in the calculation of basic and diluted loss per share 482,760

Since balance date 25,061,528 ordinary shares have been issued and 12,530,654 31 December 2004 options,
12,530,764 30 June 2008 options and 1,000,000 30 November 2004 options have been granted (refer note 12.)

NOTE 21 SUBSEQUENT EVENTS

The Company has raised $5,012,306 before costs of issue from an IPO and has been admitted to the official list
of ASX. The Company has paid $40,000 to Cue Petroleum Pty Ltd to extend the option period in relation to the
Vic/P53 option agreement (Note 16).

NOTE 22 IMPACT OF ADOPTING AUSTRALIAN EQUIVALENTS TO IFRS STANDARDS

Moby Oil & Gas Limited has commenced transitioning its accounting policies and financial reporting from
current Australian Standards to Australian equivalents to International Financial Reporting Standards (IFRS).
The Company has allocated internal resources to isolate key areas that will be impacted by the transition to
IFRS. The Company has established a process whereby solutions have been developed and will shortly be
implemented. As the Company has a 30 June year-end, priority has been given to considering the preparation
of an opening balance sheet in accordance with IFRS. This will form the basis of accounting for IFRS in the
future, and is required when the Company prepares its first fully [IFRS compliant financial report for the year
ended 30 June 2006. Set out below are key arecas where accounting policies will change and may have an
impact on the Company’s financial report. The Company has not yet been able to reliably quantify the impacts
of changes to the financial report as a result of the adoption of IFRS.
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MOBY OIL & GAS LIMITED
ABN 17 106 653 794

NOTE 22 IMPACT OF ADOPTING AUSTRALIAN EQUIVALENTS TO IFRS STANDARDS (cont)

(a) Impairment of Assets

Under AASB 136 Impairment of Assets the recoverable amount of an asset is determined as the higher of fair
value less costs to sell and value in use. This will result in a change in the company’s accounting policy which
determines the recoverable amount of an asset on the basis of undiscounted cash flows. Under the new policy it
is likely that impairment of assets will be recognised sooner and that the amount of write-downs will be greater.
Reliable estimation of the future financial effects of this change in accounting policy is impracticable because
the conditions under which impairment will be assessed are not yet known.

(b) Classification of Financial Instruments

Under AASB 139 Financial Instruments: Recognition and Measurement, financial instruments will be required
to be classified into one of five categories which will, in turn, determine the accounting treatment of the item.
The classifications are loans and receivables- measured at amortised cost, held to maturity - measured at
amortised cost, held for trading — measured at fair value with fair value changes charged to net profit or loss,
available for sale — measured at fair value with fair value changes taken to equity and non-trading liabilities -
measured at amortised cost.

This will result in a change in the current accounting policy that does not classify financial instruments. The
future financial effect of this change in accounting policy is not yet known as the classification and
measurement process has not yet been fully completed.

(c) Share Based Payments

Under AASB 2 Share Based Payments, the company will be required to recognise an expense in net profit for
the fair value of share rights and options issued to employees as remuneration. It applies to all share rights
issued after 7 November 2002 that have not vested as at 1 January 2005. Reliable estimation of the future
financial effects of this change in accounting policy is impracticable as the details of future equity based
remuneration plans are unknown.

(d) Income Taxes

Under AASB 112 Income Taxes, the company will be required to use a balance sheet liability method which
focuses on the tax-effects of the transactions and other events that affect amounts recognized in either the
Statement of Financial Position or a tax-based balance sheet. It is not expected that there will be any material
impact as a result of adoption of this standard.

(e) Exploration and evaluation expenditure

Australian Accounting Standards currently have a specific accounting standard on extractive industries that
includes the appropriate accounting treatment for exploration and development expenditure. An equivalent
Australian-IFRS standard is not expected until late in 2004. Accordingly it is too early to comment on the
differences, if any, between this future standard and existing Australian Accounting Standards.

However, the International Accounting Standards Board (IASB) has announced that it has decided to fully
grandfather national GAAP, such as Australia’s existing area of interest method of accounting for exploration
costs, for both producers and explorers, until such time as the IASB produces a comprehensive extractive
industry IFRS.

As soon as the IASB has incorporated this decision into its Standards, the Australian Accounting Standards

Board is expected to produce an Australian equivalent so as to allow extractive industry companies to take
advantage of the grandfathering in their 2005 transition to Australian-IFRS.
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MOBY OIL & GAS LIMITED
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CORPORATE GOVERNANCE

Following completion of the Company’s IPO and listing on ASX, the Board has reviewed the Company’s
corporate governance practices against the ASX Corporate governance Council Principles of Good Corporate
Governance and Best Practice recommendations (“ASX Principles and Recommendations™). The review gave
the Board an opportunity to progress adoption of the ASX Principals and Recommendations as appropriate to
the Company.

The Company was incorporated on 13 October 2003, and during the year activities were predominately
preparing for the IPO. Specific instances where the Company has followed alternative corporate governance
practices to the ten corporate governance principles established by the ASX Corporate Governance Council, and
details of current practices, are set out below.

Further information on the Company’s corporate governance practices and specific policies is, where
appropriate, contained in the Corporate Governance section of the Company’s website.

Lay Solid Foundations for Management and Oversight

The Board’s primary role is the stewardship of shareholders’ funds with the objective of creating long term
shareholder value. In fulfilling this role, the Board accepts overall responsibility for corporate governance
including:

- evaluating, approving and monitoring the strategic and financial plans of the Company;

- evaluating, approving and monitoring major capital expenditure, capital management and all major
corporate transactions, including the issue of Company securities;

- approving all financial reports and material reporting and external communication;

- monitoring and reviewing management performance and overseeing the formulation of appropriate
succession plans;

- approving and monitoring the Company’s risk management framework;

- ensuring policies and procedures are in place to enable compliance with the Company’s legal obligations;
and

- ensuring Company personnel comply with appropriate ethical standards.

At the date of this report a formal Board charter which outlines a framework for its operation and of those
functions delegated to management is in preparation.

Structure the Board to Add Value
Board Composition
At the date of this report, the Board comprises four Directors, two of whom are executive Directors:

Mr E G Albers — Executive Chairman
Mr D B Hill — Company Secretary

The independent non-executive Directors are:

Mr L E Coburn
Mr G A Menzies

The Directors’ Report on 3 sets out the attendance of directors at meetings of the Board during the year, and the
skills, expertise and term of appointment of each Board member.
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Since year end, to assist the Board to discharge its responsibilities, an Audit and Compliance Committee has
been established. The committee’s membership consists of non-executive directors with the appropriate skills
for the responsibilities of the committee.

Given that the Company is small, with limited activities and limited resources, the Board has not established
committees to address specific areas such as risk management, strategic review, environment, health & safety,
and remuneration. Such issues will be dealt with by the Board, with interested Directors abstaining to avoid
conflict of interest or breach of their fiduciary duties.

The procedure for Directors to seek independent professional advice, at the Company’s expense, to assist them
to fulfil their obligations is administered by the Chairman.

The Board has a process for the evaluation of performance of its effectiveness, the effectiveness of its
committees and that of individual Directors. The process covers a broad range of evaluation criteria appropriate
to the responsibilities of directors.

Independence

The Board has an assessment procedure to determine the independence of Directors and has determined that the
non-executive Directors are independent.

At the present stage of the Company’s development, the resources available to the Board are limited.
Accordingly, the Board has determined that the specific skills of Board members may be called upon from time
to time to assist management. The Board has established a level of remuneration paid for those services as a
materiality threshold.

In relation to the IPO, Mr G A Menzies was engaged to assist in preparation of the prospectus dated 11 May
2004. While the remuneration for those services exceeded the threshold, Mr Menzies is independent of
management and in the opinion of the Board is able to exercise independent judgement.

Chairman of the Board

The Chairman, while being responsible for the leadership and effective functioning of the Board, is an
executive Director. The Chairman’s responsibilities include management of the Company’s projects and
corporate administration.

Management of Company Projects

The Company’s exploration activities are managed by Bass Strait Oil Company Ltd, a related party of Mr
Albers and Mr Hill, pursuant to a consultancy agreement dated 5 February 2004.

Promote Ethical and Responsible Decision Making

The corporate goal of Moby Oil & Gas Limited is to build an energy business providing lasting growth in
shareholder value while at the same time maintaining a reputation for integrity and fairness.

Directors, officers and employees are personally responsible for applying the principles set out below to
relationships with each other, with the Company and with all the people with whom they deal in their work and,
if the need arises.

The Company has:

(i) by the adoption of a code of conduct and other appropriate measures, clarified the standards of ethical
behaviour required of directors, officers and employees.

(i) by the adoption of an appropriate policy, affirmed the position of the Company concerning trading in
Company securities.
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Code of Conduct

The five principals of the code of conduct require Directors, officers and employees to:

respect the law and act accordingly.

- not allow personal interests or interests of any associated person to result in conflict of interest.
- use the Company’s assets responsibly and in the best interests of its members.

- conduct themselves with dignity, be fair and honest in dealing with others.

- be responsible for their actions and accountable for the consequences.

Trading in Company Securities by Directors, Officers and Employees

It is the Board’s policy that Directors apply at least 50% of their fees to the acquisition of the Company’s
shares. Such shares are purchased on market by the trustee of the Moby Oil & Gas Share Savings Plan.

The Board has adopted a formal trading policy. All designated persons are required to be familiar with the legal
prohibitions and the trading policy in regard to the company’s securities.

Designated Persons

Directors, officers, employees and consultants/contractors from time to time to whom the Board considers the
trading policy should apply, and the trading policy will form part of relevant contractual arrangements with
those consultants/contractors.

Trading window
Designated persons may only conduct trades in the period of 28 calendar days after the release of a quarterly
report or other ASX announcement unless provided for below

Trading at other time

Designated persons may at the discretion of the Board conduct trades at other times on the grounds of financial
hardship, or other reason.

Trading black-out

A trading black-out may be declared by the Chairman at any time during which designated persons may not

conduct trades.

Trading in financial products issued or created over the company’s securities by third parties
Designated persons are excluded from conducting such trading.

Trading in associated products which operate to limit the economic risk of security holdings in the company
Designated persons are required to notify the Board any material transactions.

Safeguard Integrity in Financial Reporting

Statement to the Board by the Chief Executive Officer and Chief Financial Officer

The Board requires the CEO and CFO to state in writing to the Board that financial reports of the Company
present a true and fair view, in all material respects, of the financial condition and operational results of the
Company and are in accordance with relevant accounting standards.

Audit Committee

The Board has adopted a formal charter for the role and responsibilities of the Audit Committee to oversee the
following:
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the adequacy of the Company’s accounting system and internal control environment;

- the adequacy of the Company’s system for compliance with relevant laws, regulations, standards and
codes;

- the effectiveness of accounting controls;

- the identification of improvements that can or should be made to the Company’s internal controls, policies
and financial disclosures;

- the frequency and significance of all transactions with related parties including their propriety;

- the integrity and quality of the Company’s financial information including financial information provided
to ASIC, ASX and shareholders;

- the independent, objectivity, scope and quality of the external audit; and
- such additional matters as requested by the Board.

The Audit Committee has assessed auditor independence and the non-audit consultancy work performed by the
Company’s auditor, to ensure that the audit firm is independent of the Company, its management and directors.

The Audit Committee meets not less than four times each year. The Committee is empowered to investigate
any matter brought to the attention of the Committee with full access to all books, records, facilities, and
personnel of the Company and the authority to engage independent counsel and other advisers as the Audit
Committee determines necessary to carry out the duties of the Audit Committee.

During the year the committee comprised two non-executive and independent Directors:

- Mr G A Menzies
- Mr L E Coburn

Other Directors, and the auditors, may attend meetings by invitation.
Timely and Balanced Disclosure

The Board has established policies and procedures designed to ensure compliance with the ASX Listing Rule
requirements such that:

(i) all investors have equal and timely access to material information concerning the Company, including its
financial position, performance, ownership and governance; and

(i) Company announcements are factual and presented in a clear and balanced way.

The Chairman authorises all disclosures necessary to ensure compliance with ASX Listing Rule disclosure
requirements.

Respect the Rights of Shareholders

The Board has established a policy for communicating with shareholders:

- using the Company’s website to promote and to facilitate shareholder communications;

- ensuring shareholder participation in meetings by use of Corporate Governance Council guidelines for
meetings and notices, and placing all shareholder related information and Company ASX announcements

promptly onto the website in an accessible manner.

Shareholders at the annual general meeting are encouraged to question the directors regarding the Company’s
governance and business.
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Recognise and Manage Risk

The Board is responsible for overseeing the effectiveness of risk management and is developing a risk
management system to:

- identify, assess, monitor and manage risk; and

- inform investors, where necessary of material changes to the Company’s risk profile.

The Company’s activities are currently centred on advancing its projects in stage, inherently high in risk.
Existing policies and procedures are appropriate for business at that stage of development. At each major
milestone of the projects, specific risk oversight and management policies will be developed consistent with

activities at that time.

The systems of internal financial control have been determined by the Board as adequate to provide reasonable,
but not absolute, protection against fraud, material misstatement or loss.

Encourage Enhanced Performance

The Board has a performance evaluation process of its effectiveness, the effectiveness of its committees,
individual directors and key executives. This process covers a broad range of evaluation criteria appropriate to
the responsibilities of directors and key executives.

Remuneration Fairly and Equally

The Board will review the remuneration packages of all Directors and executive officers on an annual basis and
makes recommendations to the Board. Remuneration has been set at levels appropriate to comparable listed

companies.

The Company’s policy for determining the nature and amount of emoluments of directors and senior executives
is as follows:

- Fees for non-executive Directors are based on the demands and responsibilities of their role. The fees will
be reviewed annually within the aggregate amount approved by shareholders.

- In determining fees, regard is had for external professional advice and fees paid to non-executive directors
in peer group companies. There is no provision of retiring allowances for Directors..

- The remuneration structure for executive officers, including Directors, is determined having regard to
industry practice, market trends and company performance, supplemented by performance related
incentive payments based on achieving performance targets.

Recognise the Legitimate Interests of Stakeholders

The Board has established a code of conduct to guide compliance with legal and other obligations to legitimate

stakeholders in the Company. The code of conduct gives guidance to the Directors and other key executives

about:

(1) the practices necessary to maintain confidence in the integrity of the Company; and

(i) the right of employees to alert management and the Board in good faith to potential misconduct without
fear of retribution, and, where necessary, recording and investigation of such alerts.
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SHAREHOLDER AND OTHER INFORMATION
COMPILED AS AT 18 OCTOBER 2004

DISTRIBUTION OF ORDINARY SHARES

Numbers of members by size of holding and the total number of shares on issue:

Ordinary Shares No. of Holders No. of Shares
1-1,000 36 20,535
1,001 — 5,000 67 229,783
5,001 — 10,000 298 2,922,463
10,001 — 100,000 276 8,813,962
100,001 and over 43 14,379,786
TOTAL ON ISSUE 720 26,366,529

49 holders held less than a marketable parcel of ordinary shares. There is no current on-market buy-back.
SUBSTANTIAL SHAREHOLDERS
As disclosed in notices given to the Company.

Name of Substantial Shareholder Interest in Number of Shares % of Shares
Beneficial and non-beneficial

Ernest Geoffrey Albers 5,830,001 22.37
Acorn Capital Limited 2,500,000 9.50
VOTING RIGHTS

At meetings of members or classes of members:
(a)  each member entitled to vote may vote in person or by proxy, attorney or representative;

(b)  on ashow of hands, every person present who is a member or a proxy, attorney or representative of a
member has one vote; and

(c)  onapoll, every person present who is a member or a proxy, attorney or representative of a member has:

1) for each fully paid share held by him, or in respect of which he is appointed a proxy, attorney or
representative, one vote for the share;

(i)  for each partly paid share, only the fraction of one vote which the amount paid (not credited) on

the share bears to the total amounts paid and payable on the share (excluding amounts credited),

subject to any rights or restrictions attached to any shares or class or classes of shares.
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SHAREHOLDER AND OTHER INFORMATION (continued)
COMPILED AS AT 18 OCTOBER 2004

DISTRIBUTION OF 31 DECEMBER 2004 OPTIONS (EXERCISE PRICE 20 CENTS)

Numbers of optionholders by size of holding and the total number of options on issue:

No. of Holders

No. of Options

1-1,000 41 15,741
1,001 — 5,000 259 1,251,543
5,001 - 10,000 &3 686,231
10,001 — 100,000 110 3,906,350
100,001 and over 23 6,865,900
TOTAL ON ISSUE 516 12,725,765

347 holders held less than a marketable parcel of options. There are no voting rights in relation to these

options.

DISTRIBUTION OF 30 JUNE 2008 OPTIONS (EXERCISE PRICE 30 CENTS)

Numbers of optionholders by size of holding and the total number of options on issue:

No. of Holders

No. of Options

1-1,000 41 16,441
1,001 — 5,000 265 1,282,603
5,001 — 10,000 91 760,701
10,001 — 100,000 97 3,427,670
100,001 and over 27 7,848,350
TOTAL ON ISSUE 521 13,335,765

309 holders held less than a marketable parcel of options. There are no voting rights in relation to these

options.

RESTRICTED SECURITIES

Class Number Expiry Date
Ordinary shares 62,500 25 February 2005
Ordinary shares 187,500 29 July 2006
31 December 2004 Options at 20 cents 31,250 25 February 2005
30 June 2008 Options at 30 cents 31,250 25 February 2005
31 December 2004 Options at 20 cents 93,750 29 July 2006
30 June 2008 Options at 30 cents 93,750 29 July 2006
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SHAREHOLDER AND OTHER INFORMATION (continued)
COMPILED AS AT 18 OCTOBER 2004

THE 20 LARGEST HOLDERS OF ORDINARY SHARES

Holder Ordinary Shares % of Total Issued
National Nominees Ltd 1,850,000 7.02
Great Missenden Holdings Pty Ltd 1,590,000 6.03
Australis Mining Finance Pty Ltd 1,250,000 4.74
JP Morgan Nominees Australia Ltd 1,090,000 4.13
Peppercorn Hill Pty Ltd 965,000 3.66
Bass Strait Group Pty Ltd 500,000 1.90
Rex Lancelot Jones 300,000 1.14
Wilstermere Corporation Pty Ltd 300,000 1.14
Christopher Haslam 300,000 1.14
Ernest Geoffrey Albers & Pamela Joy Albers 275,000 1.04
500 Custodian Pty Ltd 275,000 1.04
Great Missenden Group Pty Ltd 270,000 1.02
James Barry Greig 250,000 0.95
Albers Custodian Company Pty Ltd 250,000 0.95
James Max Duddingston Willis 247,500 0.94
Comsec Nominees Pty Ltd 239,805 0.91
Ernest Geoffrey Albers & Pamela Joy Albers 220,000 0.83
Adrian John Twyman 220,000 0.83
Cue Petroleum Pty Ltd 200,000 0.76
Colbern Fiduciary Nominees Pty Ltd 200,000 0.76

The 20 largest shareholders hold 1,079,305 shares representing 40.93% of the issued share capital.

USE OF CASH HELD AT ADMISSION
During the period from admission to the official list of ASX on 27 July 2004 to 22 October 2004, the Company

used the cash and assets in a form readily convertible to cash that it had at the time of admission in a way
consistent with its business objectives.
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SHAREHOLDER AND OTHER INFORMATION (continued)
COMPILED AS AT 18 OCTOBER 2004

THE 20 LARGEST HOLDERS OF OPTIONS

Holder 31 December 2004 % of Total 30 June 2008 % of Total
Options Issued Options Issued
National Nominees Ltd 1,500,000 11.79 1,500,000 11.25
Great Missenden Holdings Pty Ltd 715,000 5.62 715,000 5.36
Australis Mining Finance Pty Ltd 625,000 491 625,000 4.69
JP Morgan Nominees Australia Ltd 545,000 4.28 545,000 4.09
Peppercorn Hill Pty Ltd 482,500 3.79 482,500 3.62
Kym Adrian Edwards & Silvano Silvio
Ballestrin 266,500 2.09 - -
Bass Strait Group Pty Ltd 250,000 1.96 250,000 1.87
Sir Ian McFarlane 250,000 1.96 250,000 1.87
Irrewarra Investments Pty Ltd 237,500 1.87 - -
John & Yvonne Sexton 208,000 1.63 322,500 2.42
Christina Anne Muzzin 175,000 1.38 175,000 1.31
Christopher Haslam 150,000 1.18 300,000 2.25
Wilstermere Corporation Pty Ltd 150,000 1.18 150,000 1.12
Alexander Stewart Joss 147,500 1.16 - -
Techbase Australasia Pty Ltd 140,000 1.10 - -
500 Custodian Pty Ltd 137,500 1.08 137,500 1.03
Andrew Rowe & Elizabeth Ann Adams 137,500 1.08 - -
Ernest Geoffrey & Pamela Joy Albers 137,500 1.08 137,500 1.03
Bellset Nominees Pty Ltd 133,900 1.05 - -
Albers Custodian Company Pty Ltd 125,000 0.98 125,000 0.94
Sexton Developments Pty Ltd - - 348,600 2.61
Collins Corp Pty Ltd - - 300,000 2.25
Idameneo (No79) Nominees Pty Ltd - - 213,000 1.60
Relativity Pty Ltd (Superfund) - - 175,000 1.31
Ju-Khing Seet - - 150,000 1.12
Relativity Pty Ltd - - 137,500 1.03
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