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Mosaic Oil NL and its controlled entities
ABN 56 003 329 084

Directors Report

Your Directors present their report on the company and its controlled entities foratheidl year ended 30
June2008.

Principal activities

The principal activities of the Company during the financial year were oil and gas explatatiefopment
andproduction. No significant change in the nature of these activities occurred during the financial year.

Review and results of operations

Mosaic Oil NL continues to be actively involved in oil and gas exploration mainly in Ausixkdia
Zealandand Papua Newuinea The profitof the consolidatedntity after income tax was $2,610,0f00
the year ended 30 June(@&afterallowing forimpairmentof $2494,000 for exploration and development
assetsanda provision of $1,69815relating to especial allowance for the former managing directahef
Company

Operating evenue increasetb. 1% to $23,777,000(2008: $20,473000)for the year ended 30 June 2009
which was the result of higheroduction and higher service reverdespite fallingprices for oil and LPG
throughoutthefinancial year.

Mosaid productionincreased.7.6%to 481,345BOE (barrels of oil egivalent)for the financial year
compared t@l09,156BOE for last financial yeail he net production frorthe Silver Spring area(including
Waggamba) increase38.6 %to again be théargest conthutor to production for the 20GBhancial year.

Revene from the sale of petroleum products incredske®o to $.8,220,000for the year with strong
revenue increases recordeddais(up 19.58%) and oil (upB.026). Margins, excluding non cash items of
depreciation and amortisatioemained steadgt 52% (20@: 52%). Normalised cash cost of salesreased
to $11,421,000(2008: $9,351,000 for the year.

Total assets increased t885622,000or the year ended 30 June 208 total of $15,738,551(including
$1,104,004unding from CS Energy) was spent explaation and developmentofh e consol i dat e
oil and gas interests during the year.

Future developments

Mosaic is seeking to actively grow its production of petroleum products through the finding of new
discoveries and the exploitation and deveiept of its existing probable and possible reserves. Mosaic will
continue to focus its activities on the SdBatwen Basinin Queensland where it has an active drilling
program over the coming yeaiMosaic is als@ctively evaluating new venture opportiies that may allow

it to utilise and leverage its skills and ultimately increase the production base of Mosaic.

These devel opments, together with the current str
operations, are expected to assist in tieewvement of theonsolidated entity s -teonrggals and
development of new business opportunities.

Further information as to likely developments in the operations of the consolidated entity and the expected
results of those operations in subsequeats/bave not been included in this report because, in the opinion
of the Directors, it would prejudice the interests of the consolidated entity.

Environmental regulations

The consolidatedntity is subject to significant environmental regulations undgislationof the
Commonwealth of AustraliaThe consolidated entitpims to ensure that it complies with the identified
regulatory requirements in each jurisdiction in which it operates. There have been no known material
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breaches of the environmahbbligations of theconsolidated entify s cont r acAMdealthr | i cenc
Safety and Environment Committee, a committee of the board, is in operationoahiphiesMr Andrew
Rigg and Mr Peter Reid. T h e Co mneafety amdcedvironmentalp o n s i

standards of the Company©6s o0 p eorabdve, acneptedandustrymai nt ai
standards and that the Company complies witliedlvant governments in the jurisdictions in which it
operates.

Directors

Thenames of directors in office at any time during or since the end of the year are:

David Herlihy

Andrew Rigg

PeterBarrow

PeterReid

Lan Nguyen(resigned® May 2009

Directors have been in office since the start of the financial year to the date dghit unless otherwise
stated.

David Herlihy i Chairman

Qualifications:Bachelor of Arts from University of New South Wales.

ExperienceMany years serving on corporate and government boards. His experience has encompassed all
aspects of board respsihilities and duties. Age 62.

Directorships held in other listed entitieNil.

Special Responsibilitiedlember Governance/Nomination/Remuneration Committee.

Interest in ContractsNil.

Andrew Rigg i Deputy Chairman

Qualifications:Bachelor of Sciace from Sydney University and Bachelor of Science (Honours) from
University of Tasmania.

ExperienceMany years in the Australian petroleum exploration industry working with major domestic and
international companies (Esso, Santos and Ampolex). Hersntlyrthe managing director of EIk

Petroleum and an adviser on carbon dioxide storage to the Australian Coal Association Low Emissions
Technologies Ltd (ACALET). Age 61

Directorships held in other listed entitieSurrent director of Elk Petroleum LimdeFormer director of

MEO Australia Limited and Anzon Australia Limited.

Special responsibilitiedlember of the Audit/Risk and Health/Safety/Environment Committees.

Interest in ContractsNil.

Peter Barrow i Non-executive director

Qualifications:Fellow of Institute of Chartered Accountants; Fellow of the Institute of Company Directors.

Experiencelong and successful career in accounting and commercial activities. He established, in 1978,
and is still Chairman of MBT Chartered Accountants. In tbk he is a financial advisor to major private

and public companies including the provision of taxation, financial, commercial and audit advice. Age 59
Directorships held in other listed entitieSurrent director of Flight Centre Limited, Chairman of ®ak

Hotel & Resorts Limited. Former Director of Cluff Resources Pacific NL.

Special Responsibilitie€hairman of the Audit/Risk Committee.

Interest in ContractsNil.

Peter Reidi Non-executive director

Qualifications:Bachelor of Arts and Bachelor baws from University of Sydney.

ExperienceOver 37 years experience as a lawyer specialising in international and domestic energy and
resources projects in the Adeacific region, North and South America and Australasia. His experience
includes workingvith Esso Australia Ltd as Senior Exploration Counsel and then for the next 17 years as a
senior Partner in national law firms acting for international and domestic clients in the energy and resources
sectors. In 2004 he established his own practice EdeRgsources Lawyers Pty Ltd. Age 60
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Directorships held in other listed entitielil.
Special Responsibilitie€hairman of the Governance/Remuneration/Nomination Committee and Member
of the Health/ Safety/Environment Committee.
Interest in ContractsNil.

Lan Nguyeni Managing director (resigned 9May 2009)

Qualifications: Bachelor of Science from Baku, Masters Degree in Geology from University of New
England.

Experience:Worked in Russia, Vietnam and Australia and has over 18 years broad expirigetreleum
production and exploration, which includes geophysical interpretation, geological studies, reservoir and
production engineering and drilling duieompletion engineering. Age 47

Directorships held in other listed entitieil.

Company Secretary

Mr Andrew Cooke was appointed company secretary on 13 FebruaryM0Cookeholds aBachelor of
Laws from University of Sydnegnd isqualified as a lawyewho has20 years experience in law, corporate
finance He is alscompanysecretary obtherlisted resource companies.

Significant changes in state of affairs
There were noignificant changes in the state of affairs of the consolidated entity durifiganeial year.

Dividends
During the year no dividends were paid. No dividend is propfasdtie current year.

Events subsequent to balance date

Mr. Alex Parks was appointed Chief Executive Offiokthe Companyn 18 August 2009. Apart from that
sincethe end of the financial year no matters or circumstances have arisen which hai@stbniffected
or which may significantly affect the operations of the Compartfieconsolidated entity

Directors' interest
Directors' beneficial interest in shares and options at the date of this repor

Name Ordinary shares Employee ontributing
shares

David Herlihy 100,000 1,000,000

Andrew Rigg 200,000 1,000,000

Peter Barrow - -

Peter Reid - -

Remuneration report

This report details the nature and amount of remuneration for each director of the Company and for the
executies receiving the highest remuneration.

Remuneration policy

The boarddés policy for determining the nature an
executives of theonsolidated entitis as follows:

The remuneration policy, setting thertes and conditions for the executive directors and other senior
executives, was developed by the remuneration committee and approved by the board. All executives
receive a base salary (which is based on factors such as length of service and experience) and
superannuation. The remuneration committee reviews executive packages annually by reference to the
consolidatedentitys per f or mance, executive performance and
and other listed companies in similar industri€se objective of tis policy is to secure and retaithe

services of suitablmdividuals capablef contributing to the consolidated entities strategic objectives.
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The executive directors and executives receive a superannuation guarantee conteguirexd by the
government, which is currently 9%. Some individuals, however, have chosen to sacrifice part of their salary
to increase paymémntowards superannuation.

The board policy is to remunerate rexecutive directors at market rates for corapéa companies for

time, commitment and responsibilities. The remuneration committee determines payments to- the non
executive directors and reviews their remuneration annually, based on market practice, duties and
accountability. The maximum aggregatecamt of fees that can be paid to rexecutive directors is
subject to approval by shareholders at the Annual General Meeting.

Company performance, shareholder wealth and director and executive remuneration

The remuneration policy has been tailoredniréase goal congruence between shareholders, directors and
executives.

The following table shows the gross reveralere pricenet profits/(lossésand total assetfor the last five

years Analysis of the actual figures showsganeral trend to whicls increasng revenue andgrofits
together with increases in total assatsr the lasfive years In the current year FY09, Mosaic was unable

to maintain that trend. However during the yaarovision was made for gpecial allowance for the former
maraging director. The allowance was agreed by the former board of the company. If you excluded the
allowance the Net Profit would have been $4,309,000 which was an increase on FY08 profit of $4,135,000.
Total assets have improved every ydaemuneration isiot set by reference to the share prifethe
Company The directors have focuseda n a g e mteemtionéos improving financial performanoéthe
Company and accordingly bonus entitlements are aligned to this objddtvdirectors areof the opinion

that these results can be attributed in part to the previously described remuneration policy.

Mosaic Oil NL
Consolidated
Year Revenue  Share price at Net profit after tax Total assets
$'000  yearend-cents $'000 $'000
FY2005 16,888 155 (744) 50,134
FY2006 15,987 16.5 1,038 56,398
FY2007 18,378 17.0 2,648 60,661
FY2008 28,30 13.1 4,135 88,407
FY2009 25,827 15.0 2,610 98,622
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Key management personnel remuneration
The remuneration for each director and each of the executiversfitehe consolidated entity during the

year was as follows:

MOSAIC OIL

Short term remuneration

Post employment

Other long term

benefits
Salary/ Related Share
director Motor party Superannuation based Special
Fee Bonus Vehicle payment  contribution payments allowance

Directors $ $ $ $ $ $ $ Total
David Herlihy 32,110 - - 38500 2,890 - - 73,500
Lan Nguyen 456,894 76,222 - 42000 50,000 - 1,699,415 2,324,531
Andrew Rigg 57,799 - - - 5,201 - - 63,000
Peter Barrow - . - 20,000 22,000 = - 42,000
Peter Reid - - - - 42,000 - - 42,000
Specified executives
Tim Petersen 255,000 24,660 - - 50,000 - - 329,660
Terry Russell 275,229 22,418 - - 24,771 - - 322,418
Scott Brown 181,111 3,985 19,956 - 13,633 - - 218,685

1. LanNguyenresigned or® May 2009;includespayment oinused annual leave of $31,049 & accrued long service 6&405,103;

plus termination payment of $1,699,4(kee note3)

2. includes payments made to David Herlihy Pty Limited ( an entity retatBavid Herlihy for services.
3. includes payments made to Tanvinh Resources Pty Limited and &mitlathvestments Pty Ltd (entities related to Lan Nguyen) for

geological services.

4. includes payments made to MBT Chartered Accountants (an entity rel®etetoBarrow) for services.

2008
Short term remuneration Post employment  Other long term
benefits
Salary/ Share
director Motor Related party Superannuation  based Special
Directors Fee Bonus Vehicle payment contribution payments allowance  Total
$ $ $ $ $ $ $ $

Charles Copemd&n 40,000 - - - - - - 40,000
David Herlihy 64,220 = = = 5,780 = = 70,000
Lan Nguyen 333,000 24,375 - 42,006 50,000 - 400,000 849,375
Andrew Rigg 55,046 - - - 4,954 - - 60,000
Peter Barrow - - - 40,000' - - - 40,000
Peter Reid 3,058 - - 20,000 16,942 - - 40,000
Tim Petersen 225,000 11,000 - - 50,000 6,230 - 292,230
Terry Russell 229,357 - - - 20,642 6,230 - 256,229
Scott Browfi 60,026 = = = 4,428 348 = 64,802
Steven
McDowell™» 121,095 - - - 9,312 - - 130,407

5. includes payments made to Energy & Resources Lawyers Pty Ltd (an entity related to Peter Reid) for services.

6. Scott Brown commenced employment on 22 February 2008.

7. Steven McDowell resigned on 25 February 2008Includes urused annual leave payment of $17,627

8. Charles Copemaresignecon 30 June 2008.

Mosaic Oil NL and controlled entities
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Share based payments represent the value amortised within the reporting period as an expense for options
that are granted to the specified director or executive.

Remuneration as options and at risk bonuses

The percentage of each key management personnel 0:
options and payments which are potentially at risk or dependent on the individual performance of the
employeeare shown in the table below.

2009 2008
% of % of % of % of

remuneration remuneration remuneration remuneration
Directors from bonus options Directors from bonus options
David Herlihy - - David Herlihy - -
Lan Nguyen 7.8% - Lan Nguyen 2.87% -
Andrew Rigg - - Andrew Rigg - -
Peter Barrow - - Peter Barrow - -
Peter Reid - - Peter Reid - -
Specified executives Specified executives
Tim Petersen 7.5% - Tim Petersen 3.76% 2.13%
Terry Russell 7.3% - Terry Russell - 2.43%
Scott Brown 1.9% - Scott Brown - 0.54%

Steven McDowell - -

Employee contracts of senior executives

Theformer Managing Director, Mr Nguyewasemployed under contract. The employment contnata
fixed contract, which commenced @6 March 2008 antr Nguyenresigned effectiv® May 2009.Under
the terms of the contract Mr Nguyevas entitled to be paid a base salanyd isalso entitled to receive a

speci al all owance which replaces a bymanedgiedmend c cr u
The amount of the special all owance paid in any c
tax.

The Production ManageMr Tim Peterse@ surrent contract commenced on 16 March 2008 and his
contract runs to 15 March 20XEnd may be terminated by either party providing three montiiten
notice.

Mr Scott Brown,Chief Financial Officer and Mr TerriRussell, Exploration Manager aeenployed under
contracs which have nospecific erminaton date. Either party may termimaemployment upon three
months noticavithout cause.

Termination payments are not payable on resignation or dismissal for serious misconduct. In the instance of
serious misconduct the company can terminate employment at any time.

The GovernanceNominaion andRemuneration @mmitteeses the criteria for individual bonuses of the
senior executivebased on various key performance indicators (KeRHually in advanceBonuses are paid
in relation to the achievement of the KPI of the individual executive.

Di r e c mertingso

The number ofli r e crheetings &ndneetings ofCommittees ofdirectors of Mosaic Oilincluding by
way of circular resolutionheld duringthe year ended the 30 June 20fhd the numbers of meetings
attended by eadffirector areas follows:
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Audit and risk Governance, Health safety and Board meetings
committee nomination and the environment
remuneration committee
Director No of No of No of No of No of No of No of No of
meetings meetings meetings meetings meetings meetings meetings meetings
held attended held attended held attended held attended
David Herlihy * * 2 2 ¥ * 10 10
Lan Nguyen ¥ * 2 2 9 9
Andrew Rigg 3 3 * * 2 2 10 10
Peter Barrow 3 3 * * * * 10 9
Peter Reid * * 2 2 2 2 10 9
* = Not a member of the refant committee
As wel | as for mal Di r e c texecusvé direttors aré in freguent comneuniaation v e

by telephone, email and fax.

I ndemnifying officers

During the financial year the Compapaid premiums to insure all directors arfficers of the Company
against claims brought against the individual while performing services for the Company and against
expenses relating thereto, other than conduct involving a wilful breach of duty in relation to the Company.

The amount of insurangaremium paid during the period has not been disclosed as it would breach the
confidentiality clause in thimsurancepolicy.

Proceedings on behalf of the Company

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

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

Share options

Options issued by Mosaic Oil NL during or since the end of the financial year together with options
convertednto ordinary shareare detailed in Note 15 of the financial statemeflisoptions are over
ordinary shares in the Company.

Rounding of amounts

The Company is of a kind referred in ASIC Class Order 98/100 dated 10 July 1998 and in accordance with

t hat Class Order, amounts in the financi al report
thousand dollars, unless otherwise stated.

Non audit services

There wereno nonaudit servicegperformed in the year ended 30 June 2D®t ai | s of t he
remuneration are set out in note 18 of the financial statements.

Auditor independence declaration

The | ead audi t eclarétisnfoi tieeapeaded 3® dunee20tds been reoeed and can be
foundonpagdOof t he directorsdé report.
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Signed in accordance with a regibn of the directors.

Sydney, 31 August 2009

Peter Barrow
Director
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Alcock Davis Daniell  gis s
Chartered Accountants PO Box H88

Australia Square NSW 1215

Ph. (02) 9290 3099
Fax (02) 9262 2502

Email: add3@addca.com.au
Website: www.addca.com.au

Auditor 6 Bxdependence Declaration
under Section 307C othe Corporations Act 2001

to the Directors of Mosaic Oil NL and Controlled Entities

| declare that, to the best of my knowledge and belief, during the year ended 30 AttneZ0Bave been:

i. no contraventions ahe auditor independence requirements as set out in the Corporations Act
2001 in relation to the audit; and

ii. no contraventions of any applicable code of professional conduct in relation to the audit.

ALCOCK DAVIS DANIELI
Chartered Accountants

Sam Dangeli
Principal

Sydney, 28August 20@

Liability limited by a scheme approgtainder Professional Standards Legislation g(lgmgnu

Mosaic Oil NL and controlled entities ABN 56 003 329 084 Pagel0



AI COCk DaVIS Dan I eI I Level 5, 285 George St

d
Chartered Accountants Sydney Now 2000
Australia Square NSW 1215

Ph. (02) 9290 3099
Fax (02) 9262 2502

I ndependent Audi t Or Email add3@addca.com.au
Mosaic Oil NL Website: www.addca.com.au

A.B.N. 56 003 329 084

Report on the Financial Report

We have audited the accompanying financial report of Mosaic Oil NL (the company)osagt Oil NL

and ControllecEntities (the consolidated entity), which comprises the balance sheet as at 30 used?00

the income statement, statement of changes in equity and cash flow statement for the year ended on that
date, a summary of significaatc count i ng policies and other expl ane
of the consolidated entity comprising the company
time to time during the financial year.

As permitted by the Corpoiahs Regulations 2001, the company has disclosed information about the
remuneration of directors and executives (remuneration disclosures), required by Accounting Standard
AASB 124: Rel ated Party Disclosur es,s4uobadfédhe t he he
directorso6é report and not in the financial report

Directorsd Responsibility for the Financi al Repor
The directors of the company are responsible for the preparation and fair presentation of the financial report
in accordance with Austriahn Accounting Standards (including the Australian Accounting Interpretations)

and the Corporations Act 2001. This responsibility includes establishing and maintaining internal control
relevant to the preparation and fair presentation of the financwattridgat is free from material

misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies; and
making accounting estimates that are reasonable in the circumstances. In Note 1, the directors also state, in
accordane with Accounting Standard AASB 101: Presentation of Financial Statements, that compliance

with the Australian equivalents to International Financial Reporting Standards (IFRS) ensures that the
financial report, comprising the financial statements andsnotemplies with IFRS.

The directors also are responsible for preparation and presentation of the remuneration disclosures contained
in the directorsd report in accordance with the C

Auditorbés Responsibility

Our responsibilig is to express an opinion on the financial report based on our audit. We conducted our
audit in accordance with Australian Auditing Standards. These Auditing Standards require that we comply
with relevant ethical requirements relating to audit engagenaen plan and perform the audit to obtain
reasonable assurance whether the financial report is free from material misstatement.

Liability limited by a scheme approved under Professi@tandards Legislation [&)EIEII.!L[E)’F‘CE
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Auditordéds Responsibility (continued)
An audit involves performing procedures to obtain audit evidence about thetaraadrdisclosures in the

financi al report. The procedures selected depend
risks of material misstatement of the financial report, whether due to fraud or error. In making those risk
assessments,he audi tor considers internal control rel ey

of the financial report in order to design audit procedures that are appropriate in the circumstances, but not

for the purpose of expressing an opinionanthe f f ect i veness of the entityo:s
includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by the directors, as well as evaluating the overall presentatidinahtial report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Independence

In conducting our audit, we have complied with the independence requirements of the Corpocations A
2001. We confirm that the independence declaration required by the Corporations Agtafybyided

to the directors of Mosaic Oil NL a28 August 200.

Auditords Opinion
In our opinion:
a. the financial report of Mosaic Oil NL and Mosaic Oil NLda@ontrolledEntities is in accordance
with the Corporations Act 2001, including:
i. giving a tue and fair view of the compaayn d consol i dated entityods
30 June 20®and of their performance for the year ended on that date; and
il complying with Australian Accounting Standards (including the Australian Accounting
Interpretations) and the Corporations Regulations 280d;
b. the financial report also complies with International Financial Reporting Standardslaseti in
Note 1.

Report on the Remuneration Report

We have audited the Remuneration Report included in pages 4 to 7 of the report of the directors for the year
ended 30 June 2009. The directors of the company are responsible for the preparation and presentation of
the Remueration Report in accordance with s 300A of@meporations Act 20010ur responsibility is to

express an opinion on the Remuneration Report, based on our audit conduced in accordance with Australian
Auditing Standards.

Auditors Opinion
In our opinionthe Remuneration Report of Mosaic Oil NL for the year ended 30 June 2009, complies with s
300A of theCorporations Act 2001.

ALCOCK DAVIS DANIELI
Chartered Accountants

Sam Danieli

Sydney,31 August 200

Liability limited by a scheme approved under Professional Standards Legislation COVER OF
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Mosaic Oil NL and controlled entities
Income statement for the year ended 30 June 2009

Consolidatedentity The Company
2009 2008 2009 2008

Note $600( $600( $600 $0600O
Revenue from operating activities
Product sales 2 18,221 16,370 1,547 2,078
Service revenue 2 5,55 4,103 3,210 1,234
Operating revenue 2 23,779 20,473 4,757 3,312
Other revenue 2 2,050 7,917 5114 3,107
Total revenue 25,829 28,390 9,871 6,419
Cost of sales 3 (11,21) (9,35) (948) (1,077
Drilling expenses 3 (1,109 (7,009 (1,104) -
Other expenses 3 (4,683) (4,020 (4,384) (4,040
Earnings before interest, income tax, depreciation
amortisation, special allowancesnd impairment 8,621 8,015 3,435 1,302
Depreciation and amortisation expenses 3 (1,818) (1,325) (229) (176)
Imparment for exploration and development assets 3 (2,494) (2,555) (1,188) (1,141)
Special allowancéor the former managing director 3 (1,699) - (1,699) -
Profit/(loss) from ordinary activities before income
tax 2,610 4,135 319 (15)
Income tax expnse 4 - - - -
Net profit/(loss) attributable to shareholders of the
Company 2,610 4,135 319 (15)

Cents Cents

Basic earnings per share 18 0.41 0.73
Diluted earnings per share 18 0.41 0.73

The accompanying notes fonpart of these financial statements.
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Mosaic Oil NL and controlled entities
Balance Sheet as at 30 June 2009

Consolidatedentity The Company
2009 2008 2009 2008
Note $600( $600( $600 $0600

Current assets
Cash and cash equivalents 5 13,7% 25,089 10,838 20,187
Trade and other receivables 6 5,170 3,754 755 766
Inventories 7 3,560 2,650 209 277
Total current assets 22,484 31,493 11,857 21,230
Non current assets
Trade and other receivables 6 555 431 33,831 22,693
Financialassets 8 - - 50 50
Plant and equipment 9 8,329 7,310 584 524
Exploration and evaluation assets 10 15,914 13,571 6,972 6,735
Development and production assets 11 51,340 35,602 6,264 7,055
Total non-current assets 76,138 56,914 47,701 37,057
Total assets 98,622 88,407 59,558 58,287
Current liabilities
Trade and other payables 12 14,855 9,273 477 843
Provisions 13 369 529 313 463
Interest bearing loans and borrowings 14 21 36 - -
Total current liabilities 15,245 9,838 790 1,306
Non current liabilities
Trade and other payables 12 700 - - -
Interest bearing loans and borrowings 14 169 144 - -
Provisions 13 5,680 4,266 2,334 925
Total non current liabilities 6,549 4,410 2,334 925
Total liabilities 21,794 14,248 3,124 2,231
Net assets 76,828 74,159 56,434 56,056
Equity
Issued capital 15 87,971 87,932 87,971 87,932
Reserves 16 35 15 35 15
Accumulated losses 17 (11,178)  (13,788) (31,579 (31,891)
Total equity 76,828 74,159 56,431 56,056

The accompanying notes form part of these financial statements.
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Mosaic Oil NL and controlled entities
Statement of changes in equity for the year ended 30 June Z00

Accumulated

Share Capital Losses Reserves Total
$ 000 $6 $% 000 $ 000

Consolidated
Balance at 1 July 2007 70,712 (17,923) - 52,789
Shares issued during the year 18,010 - 18,010
Fund raising expenses (790) (790)
Share payment expense 15 15
Profit/(loss) attributable to sharelders of
the Company - 4,135 4,135
Balance at 30 June 2008 87,932 (13,788) 15 74,159
Shares issued during the year 39 - 39
Share payment expense 20 20
Profit/(loss) attributable to shareholders of
the Company - 2,610 2,610
Balance at 30 June 2009 87,971 (11,178) 35 76,828
The Company
Balance at 1 July 20@ 70,712 (31,876) 38,836
Shares issued during the year 18,010 - 18,010
Fund raising expenses (790) (790)
Share paymentxpense - 15 15
Profit/(loss) attributable to shareholde
of the Company - (15) (15)
Balance at 30 June 208 87,932 (31,89) 15 56,056
Shares issued during the year 39 39
Share payment expense - 20 20
Profit/(loss)attributable to shareholders of 319 319
the Company 0
Balance at 30 June 2009 87,971 (31,572) 35 56,431

The accompanying notes form part of these financial statements.
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Mosaic Oil NL and controlled entities
Cash flow statement for theyear ended 30 June 2009

Consolidatedentity The Company
2009 2008 2009 2008
Note $600C $600O0 $600( $600

Cash flows from operating activities

Receipts from customers * 25,550 27,564 6,211 2,674
Payments to suppliers and employees * (18,720) (15,531) (7,529) (5,354)
Interest received 946 876 857 3,107
Net cash provided by/(used in) operating activities 23 7,776 12,909 (461) 427

Cash flows from investing activities

Payments for development and production assets (14,780) (4,770) (212) (2,164)
Payment for exploration & evaluation assets (2,292) (3,180) 471) (388)
Proceeds from/(payments to) loans to controlled enti - - (7,985 2,669
Payments for security deposits - - - -
Payments for plant & equipment (2,088) (1,796) (204) (230)
Proceeds from sale of fixed assets - 76 - -
Net cash used in investing activities (19,160) (9,670) (8,872 (113)

Cash flows from financing activities

Proceeds from issues of shares 39 18,010 39 18,010
Fund rasing expenses - (790) - (790)
Proceeds from interest bearing liabilities 10 180 - -
Net cash provided by financing activities 49 17,400 39 17,220
Net increase/(decrease) in cash (11,335) 20,639 (9,294) 17,534
Cash at beginning of financialyear 25,089 4,604 20,187 2,715
Effect of exchange rates on cash holdings in foreign

currencies - (154) - (62)
Cash at end of financial year 5 13,754 25,089 10,893 20,187

* inclusive of GST.

The accompanying notes form part of these financiadstants.
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For year end 30 June 2009
Notes to and forming part of the financial statements

1. Statement oEignificant accounting policies

The financial report is a general purpose financial report that has been prepared in accordanceralitmAAstounting
Standards, including Australian Accounting Interpretationther authotative pronouncements of the Australian
Accounting Standards Board and the Corporations Act 200tnpliance with Australian Accountin§tandardsensures
that the financial statements and notes also comply with International Financial Reporting Standards.

The financial eport covers the consolidatedtity of Mosaic Oil NL and controlled entities, and Mosaic Oil NL as an
individual company in its own rightMosaic Oil NL is a listed public company, incorporated and domiciled in Australia.

The followingis a summary of the material accounting policiesmed by theonsolidated entitin the preparation of the
financial report. The accounting policies have been consistently applied, unless otherwise stated.

Basis ofpreparation

This financial report &s been prepared on an accruals basis and is based on historical costs modified by the revaluation o
selected norturrent assets, financial assets and financial liabilities for which the fair value basis of accounting has been
applied.

Accounting policies
(@) Principles of consolidation

A controlled entity is any entity Mosaic Oil NL has the power to control the financial and operating policies of so as
to obtain benefits from its activities. A list of controlledtities is contained in Note320 thefinancial statements.
All controlled entities have a June financial yead.

As at reporting date the assets and liabilities of all controlled entities have been incorporated into the consolidatec
financial statemestas well as their results for thear then endedVhere controlled entities have entered or left

the consolidated entity during the year, their operating results have been included from the date control was
obtained or until the date control ceased.

All inter-company balances and transawcs between entities in theonsolidated entityincluding any unrealised
profits or losses, have been eliminated on consolidation.

(b) Incometax

Current tax losses for current and prior periods are not recognised as an asset as the future inenefi tantbe
carried forward only as an asset where realisation of the benefit can be regarded as being probable.

Mosaic Oil NL and its wholly owned Australian subsidiaries have formed an incontenarlidated entityinder

the tax consolidation regimeEach entity in the€Consolidated entityecognises its own current and deferred tax
liabilities, except for any deferred tax liabilities resulting from unused tax losses and tax credits, which are
immediately assumed by the parent entity. The currentidhility of eachConsolidated entityentity is then
subsequently assumed by the parent entity. ddwsolidated entityotified the Australian Tax Office that it had
formed an income tagonsolidated entityo apply from 1 July 2002. The t&@onsolidded entityhas entered a tax
sharing agreement whereby each company inQbesolidated entitycontributes to the income tax payable in
proportion to their contribution to the net profit before tax of thectmsolidated entity

(¢) Inventories
Inventofies are measured at the lower of cost and net realisable value. The pesblgfum products inventories

includes direct material, direct labour, transportation costs and variable and fixed overhead costs relating to mining
activities.
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For year end 30 June 2009
Notes to and forming part of the financial statements

(d) Plant and equipment

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

Plant andequipment

Plant and equipment are measured on the cost basis.

The carrying amount of plarnd equipment is reviewed annually by directors to ensure it is not in excess of the
recoverable amount from these assets. The recoverable amount is assessed on the basis of the expected net ¢
fl ows that wildl be r eceidsuabeqlentdispostl.hTbe egpactea netécash fowsphave vy
not been discounted to their present values in determining recoverable amounts.

Subsequent costs are included in the assetds carryi
when it is probable that future economic benefits associated with the item will flow @otisolidated entitand

the cost of the item can be measured reliably. All other repairs and maintenance are charged to the income
statement during the financial jp&dat in which they are incurred.

Depreciation

The depreciable amount of all fixedsassis depreciated using the diminishing value method over their useful lives
to theconsolidated entitgommencing from the time the asset is held ready for use.

Thedepreciation rates used for each class of depreciable assets are:

Class ofplant and equipment Depreciation Rate

Motor vehicles 22.5%

Pipelines 7.5%

Field assets 20- 30%

Furniture and fittings 18- 20%

Office equipment 13.5- 40%

Leased plant and equipmt 12.5%

The assetds residual values and wuseful l'ives are r e\
An assetds carrying amount is written down i mmedi at

greaterthan its estimated recoverable amount.

Gains and losses on disposals are determined by comparing proceeds with the carrying amount. These gains at
losses are included in the income statement. When revalued assets are sold, amounts included liratios reva
reserve relating to that asset are transferred to retained earnings.

(e) Exploration and developmentassets and expenditure

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

Once an area of interest enters a development phase, historical capitalised exploration expenditure is transferred 1
capitalised development expenditure.

Accumulated costs in relation to an abandoned area are written fffl iagainst profit in the year in which the
decision to abandon the area is made.
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For year end 30 June 2009
Notes to and forming part of the financial statements

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

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

Costs of site restoration are provided over the life of fawlity from when exploration commences and are
included in the costs of that stage. Site restoration costs include the dismantling and removal of mining plant,
equipment and building structures, waste removal, and rehabilitation of the site in accevifardauses of the

mining permits. Such costs have been determined using estimates of future costs, current legal requirements an
technology on an undiscounted basis.

Any changes in the estimates for the costs are accounted for on a prospectiia dagésmining the costs of site
restoration, there is uncertainty regarding the nature and extent of the restoration due to community expectation:
and future legislation. Accordingly the costs have been determined on the basis that the restoration will be
completed within one year of abandoning the site.

Leases

Leases of property, plant and equipment wheredmsolidated entityas lessee, has substantially all the rasics

rewards of ownership are classified as finance leases. Finance leasespre t al i sed at the | ea
fair value of the leased property or, if lower, the present value of the minimum lease payments. The corresponding
rental obligations, net of finance charges, are included in othettéongpayables. Each legsayment is allocated
between the liability and finance cost. The interest element of 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 lease is depregiatedght line
basisover the shorter of the assetbdés wuseful I'i fe and t

Leases in which a significant portion of the risks and rewards of ohipease not transferred to tlkensolidated
entity as lessee are classified as operating lehsaese payments for operating leases, where substantially all the
risks and benefits remain with the lessor, are charged as expenses in the periods in ywhrehitlicarred.

Financial instruments
Recognitiorand Initial Measurement

Financial instruments, incorporating financial assets and financial liabilities, are recognised when the entity
becomes a party to the contractual provisions of the instrumérdde date accounting is adopted for financial
assets that are delivered within timeframes established by marketplace convention.

Financial instruments are initially measuredfait value plus transaction costs, except where the instrument is
classified @t fair value through profit or loésjn which case transaction costs are expensed to profit or loss
immediately.

Classification and Subsequent Measurement

Finance instruments are subsequently measured at either of fair value, amortised cdbie usifegtive interest

rate method, or cost. Fair value represents the amount for which an asset could be exchanged or a liability settlec
between knowledgeable, willing parties. Where available, quoted prices in an active market are used to determine
fair value. In other circumstances, valuation techniques are adopted.

Amortised cost is calculated as:
1. the amount at which the financial asset or financial liability is measured at initial recognition;
2. less principal repayments;
3. plus or minus the cumulativ@mortisation of the difference, if any, between the amount initially recognised
and the maturity amount calculated using the effective interest methdd
4. less any reduction for impairment.
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For year end 30 June 2009
Notes to and forming part of the financial statements

The effective interest method is used to allocate interestrieawr interest expense over the relevant period and is
equivalent to the rate that exactly discounts estimated future cash payments or receipts (including fees, transactio
costs and other premiums or discounts) through the expected life (or when thig lbameliably predicted, the
contractual term) of the financial instrument to the net carrying amount of the financial asset or financial liability.
Revisions to expected future net cash flows will necessitate an adjustment to the carrying value with a
consequential recognition of an income or expense in profit or loss.

The consolidated entitgoes not designate any interests in subsidiaries, associates or joint venture entities as being
subject to the requirements of accounting standards specificaligape to financial instruments.

Financial assets at fair value through profit and loss

A financial asset is classified in this category if acquired principally for the purpose of selling in the short term or if
so designated by management and wittia requirements of AASB 139: Recognition and Measurement of
Financial Instruments. Derivatives are also categorised as held for trading unless they are designated as hedge
Realised and unrealised gains and losses arising from changes in the faofulkse assets are included in the
income statement in the period in which they arise.

Loans and receivables

Loans and receivables are noarivative financial assets with fixed or determinable payments that are not quoted in
an active market and areated at amortised cost using the effective interest rate method.

Held-to-maturity investments

These investments have fixed maturitegsd fixed or determinable paymengnd it is theConsolidated entity s
intention to hold these investmentsrhaturity They are subsequently measured at amortised cost.

Availablefor-sale financial assets

Availablefor-sale financial assets include any financial assets not included in the above categories. Aogilable
sale financial assets are reflectither at fair valueor cost Cost is used where there is no ability to value the
financial assetdJnrealised gains and losses arising from changes in fair value are taken directly to equity.

Financial liabilities

Non-derivative financial liabilities are recogniat amortised costising the effective interest rate method.

Fair Value

Fair value is determined based on current bid prices for all quoted investments. Valuation techniques are applied tc
determine the fair value for all unlisted securities, inclgdinr ecent ar més | ength trans
instruments and option pricing models.

Impairment

At each reporting date, theonsolidated entityassesses whether there is objective evidence that a financial
instrument has been impaired. Irethase of availablfor-sale financial instruments, a prolonged decline in the
value of the instrument is considered to determine wheth@mpairment has arisen. Impairment losses are
recognised in the income statement.

Derecognition

Financial assetare derecognised where the contractual rights to receipt of cash flows expires or the asset is
transferred to another party whereby the entity no longer has any significant continuing involvement in the risks and

benefits associated with the asset. Fir@n@bilities are derecognised where the related obligations are either
discharged, cancelled or expire. The difference between the carrying value of the financial liability extinguished or
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Notes to and forming part of the financial statements

transferred to another party and the fair value of considerpadah including the transfer of narash assets or
liabilities assumed, is recognised in profit or loss.

Impairment of assets

At each reporting date, theonsolidated entityeviews the carrying values of its tangible and intangible assets to
deternine whether there is any indication that those assets have been impaired. If such an indication exists, the
recoverabl e amount of the asset, being the higher
compared to tdhhevalsset 6sAcpnreycass of the assetds caza
expensed to the income statement.

Where it is not possible to estimate the recoverable amount of an individual asSetmsléidated entitestimates
the recoverable amotiof the caskgenerating unit to which the asset belongs.

Interests injoint ventures

The consolidated entitys s hare of the assets, l'iabilities, rev.
included in the appropriate items of the consokdastatementsDetails of theconsolidated entifi interests are
shown in Note 2.

Foreign currency transactions and lalances
Functional andpresentationcurrency

The functional currency of each of tlimnsolidated entiy s e nt i t redeusingithe cumeacy ef the primary
economic environment in which that entity operates. The consolidated financial statements are presented in
Australian doll ars which is the parent entityds funi

Transactions andbalances

Foreign currency transactions are translated into functional currency using the exchange rates prevailing at the dat
of the transaction. Foreign currency monetary items are translated at trengleaxchange rate. Nanonetary

items measured at Iigical cost continue to be carried at the exchange rate at the date of the transaction. Non
monetary items measured at fair value are reported at the exchange rate at the date when fair values wer
determined.

Exchange differences arising on the tratistaof monetary items are recognised in the income statement.

Exchange differences arising on the translation ofmonetary items are recognised directly in equity to the extent
that the gain or loss is directly recognised in equity, otherwise theegehdifference is recognised in the income
statement.

Consolidated entity

The financial results and position of foreign operations whose functional currency is different fraongbkdated
entityd s presentation currency are translated as foll ow

1 assets and liabilities are translated at yead exchange rates prevailing at that reporting date;
1 income and expenses are translated at average exchange rates for the period; and
1 retained earnings are translated at the exchange rates prevailing a¢ thitdatiransaction.

Exchange differences arising on translation of foreign operations are transferred directlyGongadidated
enttyp s f oreign currency translation reserve in the be
statenent in the period in which the operation is disposed.
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For year end 30 June 2009
Notes to and forming part of the financial statements

Employeebenefits
Provision is made for the companyds I|liability for e
balance date. Employee benefits that are expected to he=l seitthin one year have been measured at the amounts

expected to be paid when the liability is settled, plus relatecbsts. Employee benefits payable later than one
year have been measured at the present value of the estimated future cash outBawade for those benefits.

Long service leave

The liability for long service leave is recognised in the provision for employee benefits and measured as the presen
value of expected future payments to be made in respect of services provided by emygaygeesporting date

using the projected unit credit method. Consideration is givehetdiming of expected future payments and are
discounted using Commonwealth Government bonds at balance sheet date which have maturities that match, &
closely as posble, the estimated future cash outflows.

Superannuation

The Company and controlled entities contribute to employee superannuation plans. Contributions are recognised a
an expense in the income statement as incuired. company or controlled entitie® chot contributed to any
defined benefit plan.

Sharebased payments

Sharebased compensation benefits are provided to employees via the Emiplogetive Plan. The value of the

share based paymeritsrecognised as an expense in the periods the bénefirned. The value is determined as

the fair value of the options at the grant date using akBbatoles option pricing model, which incorporates all
market vesting conditions.

Provisions

Provisions are recognised when fBensolidated entitjhas a legal or constructive obligation, as a result of past
events, for which it is probable that an outflow of economic benefits will result and that outflow can be reliably
measured.

Cash andcashequivalents

Cash and cash equivalents includehcas hand, deposits with bankaving a maturity of 12 months or lessd
otherdeposits with a financial institutionith original maturities ofwelve months or less.

Revenue

Revenue from the sale of goods is recognised upoaatier of when th products are delivered to thestomers
or when title has passed to the custamer

Interest revenue is recognisading the effective interest rate methadting into account rates applicable to the
financial assets.

Revenue from the rendering of a seevis recognised upon the delivery of the service to the customers.
All revenue is stated net of the amount of goods and services tax (GST).
Goods and Services Tax (GST)

Revenues, expenses and assets are recognised net of the amount of GSWhexedpe amount of GST incurred
is not recoverable from the Australian Tax Office. In these circumstances the GST is recognised as part of the cos
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For year end 30 June 2009
Notes to and forming part of the financial statements

of acquisition of the asset or as part of an item of the expense. Receivables and payables in thehbetaaree s
shown inclusive of GST.

Cash flows are presented in the cash flow statement on a gross basis, except for the GST component of investin
and financing activities, which are disclosed as operating cash flows.

(p) Comparative figures

Wherenecessgy comparativeinformation has been reclassified and repositioned for consistency with the current
year disclosures.

() Rounding of amounts

The Company is of a kind referred in ASIC Class Order 98/100 dated 10 July 1998 and in accordance with that
Class® der , amounts in the financi al report and direc
dollars, unless otherwise stated.

Critical accounting estimates andjudgments

The directors evaluate estimates and judgments incorporated iffiogheial report based on historical knowledge and
best available current information. Estimates assume a reasonable expectation of future events and are based on curr
trends and economic data, obtained both externally and withidahsolidated entjt

Estimates of reserves

The estimated quantities of proven and probable hydrocarbon reserves reported by the Company are integral to th
calculation of depletion and amortisation expense and to the assessments of possible impairment of assets. Estimat
reserve quantitieare based upon interpretations of geological and geophysical models and assessments of the technice
feasibility and commercial viability of producing the reserves.

New accounting standards for @plication in future periods

The AASB has issued new, revised and amended standards and interpretatiomsytiapact theConsolidatecentity in
the period of initial application. They are available for early adoption in the year ended 30 June 2@#8 bat been
applied in preparing th financial reportA discussion of those future requirements and their impact o@dhsolidated
entity follows:

1 RevisedAASB 3: Business Combinations, AASB 127: ConsolidatedSapdrate Financial StatemeniBhese
standards are applicable prospedtivend so will only affect relevant transactions and consolidations occurring
from the date of application. In this regard, its impact orCtwesolidated entityill be unable to be determined.

The following changes to accounting requirements are indlude

d acquisition costs incurred in a business combination will no longer be recognised in goodwill but will be
expensed unless the cost relates to issuing debt or equity securities;

d contingent consideration will be measured at fair value at the acouiditite and may only be provisionally
accounted for during a period of 12 months after acquisition;

& again or loss of control will require the previous ownership interests to be remeasured to their fair value;

0 there shall be no gain or loss fromtramgai ons af fecting a parentds owne.l
transactions required to be accounted for through equity (this will not represent a changeaiestiiaated
entityds policy);

0 dividends declared out of peequisition profits wil not be deducted from the cost of an investment but will
be recognised as income;

8 impairment of investments in subsidiaries, joint ventures and associates shall be considered when a dividenc
is paid by the respective investee; and

0 where there is, in sgtance, no change Gonsolidated entitynterests, parent entities inserted abtive
existingCo n s o | i d & shalldneasurd thetcgsdof its investments at the carrying amount of its share of
the equity items shown in the balance sheet of the atigiarent at the date of reorganisation.
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Notes to and forming part of the financial statements

1 AASB 8: Operating SegmentsASB 8 replaces AASB 114 and requires identification of operating segments on
the basis of internal reports that are regularly reviewed bytresolidated entifys Boar d f®espof t he
decisionmakingThe consol i dated ent iittiswidlikely io have a sigrificaat inpasts s me n
the presentation and disclosure of the financial statements based on the current operations

1 AASB 101: Presentation of Finamat Statements AASB 20078: Amendments to Australian Accounting
Standards arising from AASB 10lhe revised AASB 101 and amendments supersede the previous AASB 101
and redefines the composition of financial statements including the inclusion of a statérnemprehensive
income. There will be no measurement or recognition impact o@dhsolidated entitylf an entity has made a
prior period adjustment or reclassification, a third balance sheet as at the beginning of the comparative period
will be required.

1 AASB 123: Borrowing Costs and AASB 2@ 7Amendments to Australian Accounting Standards arising from
AASB 123The revised AASB 123 has removed the option to expense all borrowing costs and will therefore
require the capitalisation of all boming costs directly attributable to the acquisition, construction or production
of a qualifying asset. It is likely to have no materiabffect on theConsolidated entityas interest bearing
liabilities are currently not significant.

1 AASB 2008L: Amemments to Australian Accounting Standar@harebased Payments: Vesting Conditions and
CancellationsAASB 2 This amendment to AASB 2 clarifies that vesting conditions consist of service and
performance conditions only. Other elements of a shased pgment transaction should therefore be
considered for the purposes of determining fair value. Cancellations are also required to be treated in the samq
manner whether cancelled by the entity or by another party.

The Consolidated entitdoes not anticipatearly adoption of any of the above reporting requirements and does not expect
these requirements to have any material effect o€timsolidated entitys f i nanci al st atement s.
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Consolidatedentity The Company
2009 2008 2009 2008
$'000 $'000 $'000 $'000
2. Revenue
Operating revenue
Product sales
Oil sales 8,258 7,645 1,019 1,265
Gas sales 6,983 5,841 527 805
LPG sales 2,980 2,884 1 8
18,221 16,370 1,547 2,078
Service revenue
Tariff income 1,355 1,446 1052 -
Operator revenue 1,052 259 - -
Equipment and labour hire 1,079 1,100 85 24
Management services 2,072 1,298 2,073 1,210
Total service revenue 5,558 4,103 3,210 1,234
Total operatingrevenue 23,779 20,473 4,757 3,312
Other revenue
Well funded revenue 1,104 7,004 1,104 -
Interest- Mosaic Oil Qld Pty Limited - - 3,153 2,341
Interest- other persons/corporations 946 876 857 766
Other income - 37 - -
Total other revenue 2,050 7,917 5,114 3,107
Total revenue 25,829 28,390 9,871 6,419
3. Profit/(loss) for the year
(a) Expenses
Cost of sales
Government royalties 477 619 59 121
Movements in inventories 374 (314) 79 (50)
Operating costs 6,752 5,227 701 805
Other costs 197 392 - -
Tariff and tolling charges 2,506 2,038 71 78
Replacement gas purchases 1,115 1,390 38 123
Total cost of sales 11,421 9,351 948 1,077
Drilling expenses
Expenses drilling wells at Waggamba 1,104 7,004 1,104 -
Profit before tax includes thefollowing items
Depreciation of nofturrent assets
plant and equipment 880 941 126 96
Amortisation of norcurrent assets
Production assets 938 384 103 80
1,818 1,325 229 176
Employee benefit expense 4,214 3,015 2,930 2,041
Operating lease rentals 134 124 94 87
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Consolidatedentity The Company
2009 2008 2009 2008
$A00 $a00 $3000 $&00
(b) (Gains) / losses
Foreign exchange (gains)/losses 162 158 60 62
(c) Significant items
Impairment charg exploration assets 965 1,608 209 397
Impairment charge development and production asse 1,529 947 979 744
Total 2,494 2,555 1,188 1,141

(d) Special allowance

A special allowancés payable to the former Managing Director, Mr. Nguyen under hidament contractThe
amountprovided foras an expense in the current yisa$1,699000which represents the net present value of the

expected payment$ he amount paid is calculated with reference
eachyear.

4. Income tax

Numerical reconciliation of income tax expense
And prima facie income tax payable

Profit/(loss) before tax 2,610 4,135 319 (15)
Income tax expense/(benefit) using the corporate tax re

of 30% (20@: 30%) 783 1,241 26 (5)
Increase/(decrease) in income tax expense due to:
Non-deductible expenses 9 2 9 2
Tax losses utilised but not previously recognised (115) (246) (224) -

Deferred tax assets & liabilities not recognised (677 (997) 119 (240)
Currentyear losses not recognised - - - 243

Income tax expense/(benefit) - - - -

Mosaic Oil NL and its whollyowned Australian subsidiaries have implemented tax consolidation from 1 July 2002 and
the Australian Taxation Office has been notified.e Eimtities have entered into a tax sharing agreement whereby each
company in the€Consolidated entitis required to contribute to the income tax payable in proportion to their contribution
to the net profit before tax of tle@nsolidated entity

Potentialfuture income tax benefits of $52,843(2008: $6,267,607 attributable to Australian tax losses carried forward

by the company and future benefits to exploration expenditure and other timing differences allowable for deduction have
not been brought tocaount in the consolated accounts at 30 June 2@@Zause the Directors do not believe it is
appropriate to regard full realisation of the future income tax benefits as probable. These benefits will only be fobtained i

a) The company derives future assaisle income of a nature and of an amount sufficient to enable the benefit from
the deductions to be realised; and

b) The company continues to comply with the conditions for deductibility imposed by tax legislation; and

¢) No changes in tax legislation advessaffect the company in realising the benefit from the deduction of the
losses.
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Notes to and forming part of the financial statements

Consolidatedentity

The Company

2009 2008 2009 2008
$3000 $3000 $8000 $3000
5. Cash and cash equivalents
Cash at bank and in hand 5,731 3,765 3,520 615
Bankdeposits 8,023 21,324 7,373 19,572
13,754 25,089 10,88 20,187
Closing balance in the Cash flow statements 13,754 25,089 10,838 20,187
6. Trade debtors and other receivables
Current
Trade debtors 4,669 3,233 601 332
Other recaiables 341 79 36 -
Prepayments 160 442 118 434
5,170 3,754 755 766

None of the trade debtors and other receivable is past due or impaired at balance date. Due to the short term nature of
these receivables, their carrying value is assumed to appatetheir fair value. The trade receivables are due mainly

from substantial organisations atié companyegardshe credit risk as being very low.

Non-current

Trade receivables
Security deposits

Loans to contrdéd entities

Less: provision for diminution in value

303 179 - -
252 252 29 29
- - 43,517 32,379
- - (9,715) (9,715)
555 431 33,831 22,693

The Companyelieve the net carrying value of the loans to controlled entities ysradbverable and approximates the

fair value of the loan\Non-current trade and term receivables are assessed for recoverability based on the underlying
terms of the contract. A provision for impairment is recognised when there is an objective evidence that an individual
trade or term receivédis impaired.The net carrying amounts of the receivables are not past due or impaired at balance

date.

Movements in impairment for loans to controlled entities

Opening balance of impairment
Movement during the year

Closing balance of impairment

7. Inventories
Materials and supplies
Petroleum products

8. Financial assets
Available for sale financial assets
Shares in camolled entities at cost

(9,715)  (9,715)

(9,715)  (9,715)

2,814 1,541 - -
746 1,109 209 277
3,560 2,650 209 227
- - 50 50
- - 50 50
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Notes to and forming part of the financial statements

The available for sale financial assets comprise investments in the ordinary shares of the controlled entities listed in note
24. The assets are recorded at cost since these assets can not bewehlshhgd.

Consolidatedentity The Company

2009 2008 2009 2008
$A00 $a00 $3000 $&00
9. Plant and equipment
Motor vehicleg at cost 90 90 31 31
Less accumulated depreciation (51 (40) (26) (24)
39 50 5 7
Office equpmenti at cost 716 550 575 419
Less accumulated depreciation (493 (407) (408 (348)
223 143 167 71
Furniture and fitting$ at cost 250 211 242 207
Less accumulated depreciation (78) (34) (75) (32)
172 177 167 175
Field asstsi at cost 12,528 10,852 872 872
Less accumulated depreciation (4,841 (4,096) (627) (601)
7,687 6,756 245 271
Assets under finance lease 287 234 - -
Less accumulated depreciation (79) (50) - -
208 184 - -
Total plant and equipmén 8,329 7,310 584 524
Plant and equipment movements
reconciliations
Motor Office Furniture Field Leased
vehicles equipment & fittings assets assets Total
$A00 $a00 $a00 $a00 $a00 $6000
Consolidated
Carrying amount at 1 July 28 50 143 177 6,756 184 7,310
Additions - 166 39 1,719 53 1,977
Disposals - - - (43) - (43)
Depreciation (1) (86) (44) (745) (29) (915)
Carrying amount 30 June 2009 39 223 172 7,687 208 8,329
Carrying amount at 1 July 2007 64 159 11 6,454 - 6,688
Additions - 47 190 1,192 234 1,663
Disposals - 1) - (75) - (76)
Depreciation (14) (62) (24) (815) (50) (965)
Carrying amount 30 June 2008 50 143 177 6,756 184 7,310
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For year end 30 June 2009
Notes to and forming part of the financial statements

Motor Office Furniture Field Leased
vehicles equipment & fittings assets assets Total
$a00 $a00 $a00 $A000 $A000 $a000

The Company

Carrying amount at 1 July 2008 7 71 175 271 - 524
Additions - 156 35 - - 191
Disposals - - - - - -
Depreciation (2) (60) (43) (26) - (13))
Carrying amount 30 Juné®@9 5 167 167 245 - 584
Carrying amount at 1 July 2007 9 93 10 299 - 411
Additions - 20 189 3 - 212
Disposals - (2) - - - (2)
Depreciation (2) (40) (24) (31) - (97)
Carrying amount 30 June 2008 7 71 175 271 - 524

Consolidatedentity The Company

2009 2008 2009 2008

$00 $a00 $&00 $&00

10. Exploration and evaluation assets

Exploration and evaluation assets

Opening balance 13,571 12,325 6,735 6,743
Expenditure incurred during the year 3,308 2,854 446 389
Expenditure acquired during the year - - -

Transferred to development expenditure -

Impairment charge during the year (965 (1,608) (209) (397)
Closing balance at 30 June 15,914 13,571 6,972 6,735

11. Development and production asgs

Development and production assets

Development and production costs 61,025 43,370 8,560 8,271
Less accumulated amortisation, depletion and (9,685) (7,768) (2,296) (1,216)
Impairment

Total development and production assets 51,340 35,602 6,264 7,055

Movements of development and production assets

Opening balance 35,602 32,291 7,055 5,836
Expenditure incurred during the year 11,205 6,548 291 2,200
Amortisation and depletion expense (938) (384) (103) (176)
Assets acquired during the year 7,000 - - -
Transferred from exploration assets - - - -
Impairment charge during the year (1,529 (2,853) (979) (805)
Closing balance at 30 June 51,340 35,602 6,264 7,055
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Consolidatedentity The Company
2000 2008 2000 2008
$00 $a00 $a000 $6000
12. Trade and other payables
Current
Trade and other payables 8,805 9,273 477 843
Deferred acquisition costs 6,050 - - -
14,855 9,273 477 843
Non current
Deferred acquisition costs 700 - - -
700 - - -

Deferred acquisition costs relate to the acquisition of interest in product, pipeline and exploration that were acquired
during the year and were not settled at the year end.

13. Provisions

Current
Employee entitlemdn and benefits 369 529 313 463
369 529 313 463

Non current

Employee entitlements and benefits 1,601 187 1,543 134

Restoration provision 4,079 4,079 791 791
5,680 4,266 2,334 925

Movements in employee provisions

Long serviceleave

Opening balance 187 300 134 201

Additional provisions 29 (81) 24 (67)

Amounts utilised (105 (32) (1095 -

Closing Balance 111 187 53 134

Annual leave

Opening balance 179 141 113 95

Additional provisions 227 183 165 117

Amounts tilised (247 (145) (174 (99)

Closing Balance 159 179 104 113

Employee benefits

Opening balance 350 - 350 -

Additional provisions 1,699 350 1,699 350

Amounts utilised (350 - (350 -

Closing Balance 1,699 350 1,699 350

i) Aggregate employee benefits liability 1,970 716 1,8% 597
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Number Number Number Number
if) Number of employees at year end 32 28 19 15

Provision for long-term employee benefits

A provision has been recognised for employee entitlements relatioggsérvice leayemployee benefitandthe

special allowanceayment payableln calculating the present value of future cash flows in respect of these provisions,
the probability of leave being taken is based on historical dataure payments aresiounted using the

Commonwealth Government bonds interest rates, which has maturities that match, as close as possible the estimated
future cash flowsThe measurement and recognition criteria relating to employee benefits have been included in Note 1
to this report.

Provision for environmental restoration

A provision has been recognised for the costs to be incurred for the restoration of the consolidafeglantitites,
evaporation ponds and pipelines.

Consolidatedentity The Company
2009 2008 2009 2008
$000 $000 $a000 $@000
14. Interest bearing loans and borrowings
Current
Finance lease liabilities 21 36 - -
21 36 - -
Non current
Finance lease liabilities 169 144 - -
169 144 - -
Total finarce leae lability 190 180 - -
15. Issued capital
631,634,452(2008: 631,418,205)
Fully paid ordinary shares 87,777 87,738 87,777 87,738
19,235,000 (208 19,235,000
Employee contributing shares 194 194 194 194
87,971 87,932 87,971 87,932
(a) Ordinary shares
No. No. No. No.
At the beginning of reporting period 631,418,205 481,340,744 631,418,20¢ 481,340,74<
Shares issued during the year:
Rights issue (i) - 50,074,781 - 50,074,781
Placement (ii) - 48,134,075 - 48,134,07¢
Placement (iii) - 51,865,925 - 51,865,92¢
Conversion of options 216,247 2,680 216,247 2,680
At reporting date 631,634,452 631,418,205 631,634,452 631,418,20¢
0] 50,074,781 Hlly paid ordinary shares were issued pursuant to a 1:10 Rights Issuefreithoptionfor
every two ordinary shares subscribed for;
(i) In November 2007 4834,075fully paid ordinary shares were issugyglway of a sharelacement Tranche 1

with 24,067,037ree options exercisable at 18 cents expiring 31 May 2009;
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Notes to and forming part of the financial statements

(iii) In December 20081,865,925fully paid ordinary shares were issugglway of a share placementanche 2
with 25,932,952free options exercisable at 18 cents expiring 31 May 2009;

Capital risk management

The consolidated entity

a ntslabilifyote cantirué as a goimg cencern amdgo maisitairt o

a conservative capital structure so that management can focusnimgritgicore business togetheith being an
attractve company for shareholders and potential investors.

The Company will corider the most appropriate use of debt and equity to maximise its returns while maintaining a low

risk capital structure.

(b) Employee contributing shares

At the beginning of reporting period

At reporting date

(c) Options expiring 31 May 2009 exercisable at 18 cent

At the beginning of reporting period

Issued pwsuant to the rights issue

Issued for tranche 1 of the share placement
Issued for tranche 2 of the share placement
Optiors exercised during the year

Expiry of options

At reporting date

(d) Options issued pursuant to employee incentive plan
Options exercisable at 17.6cents expiring 30/06/1C
Options exercisable at 17.6cents expiring 21/02/11
Options exercisable at 10.4cents expiring 30/06/11
Options exercisable at 11.9 cents expiring 8/09/11
Options exercisdb at7.0cents expiring 24/02/12
Options exercisable &t3cents expiring 31/03/12

Employee Incentive Scheme

Number Number Number Number
19,235,000 19,235,00 19,235,000 19,235,000
19,235,000 19,235,000 19,235,000 19,235,000
75,018,049 - 75,018,049 -
- 25,031,735 - 25,031,735
- 24,067,037 - 24,067,037
- 25,932,952 - 25,932,952
(216,247) (13,675) (216,247) (13,675)
(74,801,802) (74,801,802)
- 75,018,049 - 75,018,049
1,180,000 1,180,000 1,180,000 1,180,000
250,000 250,000 250,000 250,000
777,818 - 777,818 -
250,000 - 250,000 -
180,000 - 180,000 -
250,000 - 250,000 -
2,887,818 1,430,000 2,887,818 1,430,000

The company established the Mosaic Oil NL Employee lieeighare Scheme in 1992, which was subsequently
amended at the Annual General Meeting of the company on 28 November 2001. All employees are entitled to participate

in the scheme shareStaff who are offereptions under thechememud completeoneyea r 6 s

Executives are offered an appropriate number of sclumtiensbased on level of seniority

The number of scheme shares on issue shall not exceed 15% of the total number of fully paid shares then on issue.

empl oyment

During the year the Compaigsued 1457,818optionsto employees of the Company. The exercise pricebstseen 7
and 11.%ents each and the employees must remain employed by the Company for at least 12 months before the options

can be exercised.

a

Consolidatedentity The Compary
200 2008 2000 2008
$6000 $6000 $&00 $6000
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16. Reserves

Reserves
Share based payment reserve 35 15 35 15
35 15 35 15

17.Accumulated losses
Retained losses at balance date (11,179 (13,788) (31572) (31,891)
(11,178 (13,788) (31,572) (31,891)

Share based payments

Options granted to employees or key management personnel are valued by using ek pricing model using
the followinginputs

2009 2008

Average fair value of options granted during ylear 2.2cents 4.7 cents
Average exercise price 10.0cents 17.6 cents
Average share price at time of grants 7.5cents 13.9 cents
Option life 3 years 3 years
Average risk free interest rate 5.5% 7.25%
Expected share price volatility 50% 50%
Movements in share based payment reserve

Balance as the beginning of the year 15 - 15 -
Amount expensed during the year 20 15 20 15
Balance as the end of the year 35 15 35 15
Movement on retained losses

Balance as the beginning thile year (13,789 (17,923) (31,31 (31,876)
Net profit attributable to the members of Mosaic 2,610 4,135 319 (15)
Balance as the end of the year (11,178 (13,788) (31572) (31,891)
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2009 2008
18. Earnings per share No. ofshares  No. ofshares
Weighted average number of ordinary shares used in
calculating basic earnings per share: 641,439,757 563,047,445
Options pursuant to employee incentive plan 342,194 -
Employee contributing shares 1,075,232 834,943
Adjusted weighted average numbéoadinary
shares used in calculating diluted earnings per share: 642,857,183 563,882,388
Consolidatedentity
2009 2008
$00 $&00
Net profit after income tax attributable to shareholders 2,610 4,135
cents cents
Earnings per share 0.41 0.73
Diluted earnings per share 0.41 0.73
The number of potential ordinary shares which are not dilu
and not included in the calculation of diluted EPS 14,929,756 93,513,049
19. Auditor & remuneration Consolidatedentity The Company
2000 2008 200 2008
$00 $00 $A00 $00
Remuneration of the auditor of the parent entity for:
Auditing or reviewing the financial report 100 96 100 96
Other services - 5 - 5
100 101 100 101

Remuneration of other auditors of subsiiia for:
Auditing or reviewing the financial report of subsidiaries 3 3 - -
Other services - - - -

Total 103 104 - -
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20. Interests ofkey management personnel and directors

Details of the remuneration paid or payable to each mewftheConsolidatece n t ikey yndnagement personnel for
the year ended 30 June 2009 is contained in the Remuneration Report incorporated in the Directors Report.

Key managementperson Position

Directors

David Herlihy Chairmani Non-executive, inépendent
Andrew Rigg Deputy Chairmari Non-executive, independent
Peter Barrow Directori Non-executive, independent
Peter Reid Directori Non-executive, independent
Lan Nguyen Managing Director (resigned 9 May 2009)
Executives

Tim Petersen Producion Manager

Terry Russell Exploration Manager

Scott Brown Chief Financial Officer

Number of ordinary shares held by key management and directors
Balance  Acquired during Shares sold Net change Balance

1/07/20@ the year other 30/06/®
David Herlhy 100,000 - - - 100,000
Andrew Rigg 200,000 - - - 200,000
Lan Nguyen 1,888,300 - - (1,888,300) -
Peter Barrow - - - - -
Peter Reid 275,000 - 275,000 - -
Tim Petersen 579,038 - - - 579,038
Terry Russell - - - - -
Scott Brown - - - - -
Total 3,042338 - - (1,888,300) 1,154,038

Number of employee contributing shares held by key management and directors

Balance Options Shares sold Net change Balance

1/07/20@ exercised other 30/06/®
David Herlihy 1,000,000 - - - 1,000,000
Andrew Rigg 1,000,000 - - - 1,000,000
Lan Nguyen 3,300,000 - - (3,300,000 -
Peter Barrow - - - - -
Peter Reid - - - - -
Tim Petersen 750,000 - - - 750,000
Terry Russell - - - - -
Scott Brown - - - - -
Total 6,050,000 - - - 2,750,000

Number of employee mcentive options held by key management and directors

Balance Options Shares sold  Net change Balance

1/07/20@ granted other 30/06/®
David Herlihy - - - - -
Andrew Rigg - - - - -
Lan Nguyen - - - - -
Peter Barrow - - - - -
Peter Reid - - - - -
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Tim Petersen 500,000 - - - 500,000
Terry Russell 500,000 - - - 500,000
Scott Brown 250,000 - - - 250,000
Total 1,250,000 - - - 1,250,000
YLan Nguyerresigned or® May 2009 The balance of his holdings is shown as nil at 30 Jun@ 200e was mlonger an executive at
this date.

21. Related Parties Disclosure

During the financial year there have been transactions between Mosaic Oil NL and its wholly owned controlled entities
which have been eliminated for consolidation purpodéste 24 containsall the entities in the consolidated entity. There
have been no changes during the year.

Transactions with key management personnel are atlargth and in the ordinary course of businddg consolidated
entity pays superannuation contributions itees related to the directors. There is no additional cost to the Company.
All disclosures relating to the remuneration of the key management personnel have been made in the RerReperation
contained witiht he Di Repoctt or 6 s

22. Financial reporting by segment

The company operates in two geographical locations being Australidlew Zealandand Papua New Guinea.

Geographical Segments

Australia &

2009 New Zealand Papua New Guinea Total

$A00 $00 $00
Revenue 25,829 25,829
Expengs (18,899 (8) (18,907)
Depreciation and amortisation (1,818) (1,818)
Impairment for exploration and development assets (2,49) (2,49)
Segment results 2,618 (8) 2,610
Capital expenditure 27,434 85 27,519
Assets
Current assets 22,484 22,484
Plant and equipment 8,329 8,329
Exploration and evaluation assets 13,923 1,991 15,914
Development and production assets 51,340 51,340
Other non current assets 555 - 555
Total assets 96,631 1,991 98,622
Current liabilities 15,245 15,245
Non current liabilities 6,549 6,549
Net assets 74,837 1,991 76,828
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Australia &

2008 New Zealand Papua New Guinea Total

$00 $00 $6000

Revenue 28,390 - 28,390

Expenses (20,361) (14) (20,375)

Depreciation and amortisation (1,325) - (1,325)

Impairment for exploration and development assets (2,555) - (2,555)

Segment results 4,149 (14) 4,135

Capital expenditure 7,929 1,207 9,136

Assets

Current assets 31,469 24 31,493

Plant and equipment 7,310 - 7,310

Exploration and evaluativassets 11,713 1,858 13,571

Development and production assets 35,602 - 35,602

Other non current assets 431 - 431

Total assets 86,525 1,882 88,407

Current liabilities 9,838 - 9,838

Non current liabilities 4,410 - 4,410

Net assets 72,277 1,882 74,159

Businesssegments
The consolidated entity operates in one business being the oil and gas industry.

23. Cash flow information Consolidatedentity The Company
2009 2008 2009 2008
$00 $A00 $00 $&00

Profit/(loss) after income tax 2,610 4,135 319 (15)

Amortisation 938 384 103 80

Depreciation 880 941 126 96

Net (gain)/loss on sale of plant and equipment 0 (37)

Foreign exchange losses 158 62

Share based paymerfitemployee incentive options 20 15 20 15

Exploration expenditwr written off 1,515 1,810 209 397

Net development expenditure written off 979 744 979 744

Interest charged to loan account for controlled

entity - - (3,153) -

Changes in assets and liabilities:

Decrease/(increase) in trade and otherivatdes (1,822) (1,120) (304) 406

Decrease/(increase) in inventories (910) (549) 67 (50)

Decrease/(increase) in prepayments 283 (414) 315 (405)

Increase/(decrease) in trade and other payable: 2,099 6,568 (402) (1,203)

Increase/(decrease) in prowiss 1,184 274 1,260 300

Cashflow from operations 7,776 12,909 (461) 427
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24. Controlled entities

Company Place of Country / Region Where  Principal Activities

Incorporation  Business Carried On
Mosaic Oil NL Australia Australia & PNG Oil & gas exploation and production
Mosaic Oil Niugini Ltd * PNG Forelands of PNG Oil & gas exploration
Mosaic Oil QId Pty Ltd Australia Surat Basin Oil & gas exploration and production
Continental Oil NL Australia Australia & New Zealand Oil & gas exploration

Consideration

% Paid Net Tangib_le
Company of Issued_ Assets Acquired
Shares Acquired $ $

Mosaic Oil Qld Pty Limited (acquired December 1989) 100 50,000 50,000
Continental Oil NL (acquired September 1989) 100 1 1
Mosaic Oil Niugini Ld (acquired 10 August 1988) * 100 3 3
All controlled entities were acquired for cash consideration.
*This company is audited by firms other than the auditor of the parent entity.
25. Interest in joint ventures
Joint venture interest Area Expiry  Operator % Interest % Interest

(sq Km) Date 2009 2008
Australia
Queensland
PL 213 (Churchie West) 46 31.03.27 Mosaic 100 83.333
ATP 471P (Bainbilla Block) 336 28.02.11 Mosaic 75.252* 62.7097
PL 119 (Downlands) 21 11.11.10 Mosaic 75.252* 62.7097
PL 119 (Downlands East #1 sole risk) - 11.11.10 Mosaic 75.252* 53.5441
ATP 471P (Spring Grove #2 sole risk) - - Mosaic 52.752 52.752
Wungoona Joint Venture - - Santos 50 50
ATP 471P (Myall Block) 34 28.02.11 Mosaic 100* 49
PL 192 (Churchie) 89 07.11.25 Mosaic 100 49
ATP 471P (Weribone) 12 28.02.11 Origin Energy Ltd 28.71 28.71
PL 74 (Major) 18 14.12.09 Origin Energy Ltd 16 16
PL 1 (Cabawin) 60 31.12.26 Santos 15 15
PL 30 (Riverslea) 37 08.07.27 Origin Energy Ltd 10 10
ATP934P(ATP under Application) 1,462 Avery Energy Ltd 20 -
Carnarvon Basini Western Australia
WA-208-P 1,294 13.01.14 Santoffshore Pty Ltd 6 6
New Zealandi Taranki Basin
PEP 51151 457.8 31.05.13 L&M PetroleumLimited 50 50

Papua New Guinea

Papuan Basin

PRLO8 (Kimu) 512 17.1212 Oil Search 28.6 28.6
(a) Thefinancial statementscludes nterest in joint ventures where the consolidated entity hold less @984 1
* |Interest acquired from Santos through the year
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Consolidatedentity

MOSAIC Ol

The Company

2009 2008 2009 2008
$6000 $600 $600C $600
Current assets
Cash and cash equivalents 587 622 113 99
Trade and other receivables 341 142 36 67
Inventories 77 64 12 31
Other assets - - - -
Total current assets 1005 828 161 197
Non current assets
Trade and other receivables
Financial assets 147 252 29 29
Plant and equipment 2914 5,131 202 218
Exploration and evaluation assets 8573 13,097 6,973 3,599
Development and production assets 978 9,373 780 6,735
Total non-current assets 12,612 27,853 7,984 10,581
Total assets 13,617 28,681 8,145 10,778
Consolidatedentity The Company
2009 2008 2009 2008
$6000 $600 $6000 $0600O0
Liabilities
Trade and other payables 126 600 44 92
Provisions 504 536 404 257
Total liabilities 630 1,136 448 349
Net assets 12,987 27,545 7,697 10,429
Mosaids share of revenue 5,477 10,208 372 1,207
Mosaids share of profit 1,721 4,142 (72) (279)
26. Commitments
(a) Operahg lease commitments
Not later than one year 144 82 144 82
Later than one year but not later than two yea 150 144 150 144
Later than two years but not later than five ye: 401 480 401 480
Later than five years - 71 - 71
695 777 695 777
(b) Petroleum tenements commitments
Not later than one year 86 22 - -
Later than one year but not later than two yea 85 22 - -
Later than two years but not later than five ye: - 295 - -
171 339 - -
Mosaic Oil NL and controlled entities ABN 56 003 329 084 Page39



I, oS Ac o

For year end 30 June 2009
Notes to and forming part of the financial statements

Consolidatedentity The Company
2009 2008 2009 2008
$6000 $6000 $6000 $600¢C

(c) Finance leases

Not later than one year 21 35 - -
Later than one year but not later than two yea 118 122 - -
Later than two years but not later than five ye: 51 23 - -

190 180 - -
Total commitments 1,224 1,296 695 777

The Company leases office premises in Sydney and the lease contains rent review clauses which increases the rent by 4
pa.

In order to maintain current rights to tenure in exploration and mining tenementengwichted entityhas the above
mentioned exploration expenditure requirements up until expiry of leases. These obligations, which are subject to
renegotiation upon expiry of the leasae not provided for in the financial statements. The figures are bagskd o
assumption these commitments will not be farmed out or renegotiated or the tenements not be earlier surrendered.

The consolidated entity has leased motor vehicles through the use of finance leases. The lease is usually for a term of
four or five yeas with an option to gain full ownership of the vehiatehe end of the leavy making a residual
payment ranging from 22% to 50% of the original purchase price of the vehicle.

27. Contingent liabilities
Maximum amount payable

Bank guarante and indemnity in relation to

rental premises 74 74 74 74

Bank guarantee and indemnity in relation to

petroleum tenements 719 719 - -

Security deposits 252 252 29 29

Deferred acquisition cost 1,500 - - -
2,545 1,045 103 103

The monsolidated etity has provided security deposits or bank guarantees to government agencies in respect of its
obligation under its petroleum tenements. The government may makenaagdainst these amounts if thensolidated
entity fails to met its obligations undewhich the petroleum tenements were granted.

1 Amount payable to Santos for the acquisition of interest in Churchie if and when the gas sales from PL192
(from 1 January 2009) reaches 8PJ.

28. Financial risk management

The consolidated entify financal instruments consist mainly of deposits with banks, local money market instruments,
shortterm investments, accounts receivable and payhales to and from subsidiariend leases

Exposure to currency risk, interest rate risk, commaodity priceaist liquidity risk arises in the normal course of the

business. The consolidated entityds overall financi al
entity is able to fund its business plans. The consolidated entityndbleave derivative financial instruments as at 30
June 200.
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The consolidated entity uses various measures dependent on the types of risk to which it is exposed. These methods
include cash flow at risk analysis in the case of interest rate, foreign exchmhgeramodity price risk, and ageing
analysis for credit risk.

Financial risk management is carried out by the Chief Financial Officer under policies approved by the directors. The
directors provide written principles for overall risk management

(a) Foragn currency risk

Foreign exchange risk arises from commercial transactions and recognised assets and liabilities that are denominated in &
currency that is not the entityds functional currency.

The consolidated entity is exposed to foreign currerstyptincipally through the sale of liquid petroleum products
denominated in US dollars, and US dollars expenditure.

Currently the consolidated entityds risk managé@&hment po
consolidated entityt 30 June 20Mhad no open forward foreign exchange contractsg200).

The Australiardollar equivalent of foreign currency balances included in the finasiggmentsvhich are not

effectively hedged are as follows:

Consolidatedentity The Company
2009 2008 2009 2008
$00 $00 $E00 $3000
Uss$
Cash 182 1,379 162 369
Receivables 934 1,513 157 106
Payables (218 (746) (4) (4)
898 2,146 315 471
Canada $
Payables - (12) - -
NZ $ - - -
Payables (35) (7 (35) 7
PNG Kina - - - -
Payables - (2) (2) (2)
863 2,126 278 462

The following table demonstrates the estimated sensitivity to a 10% increase/decrease in the US dollar exchange rate, wit
all other variables held constant, on pi@st profit equity.

Conslidated entity The Company
2009 2008 2009 2008
$6000 $6000 $6000 $&00
Currency risk
Impact on postax profit:
AUD/USD +10% (808) (798) (104) (93
AUD/USD -10% 987 798 127 93
Impact on equity:
AUD/USD +10% (808) (798) (104) (93
AUD/USD -10% 987 798 127 93

(b) Interest rate risk

Cash flow and fair value interest rate risk
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Consolidated entityés main interest rate risk arises f
exposed to interest mtisk to the extent its interest earnings may fluctuate. Below is a table of impact of a 1% movement
in the interest rate on the funds invested when all other variables are held constant.

Consolidatedentity The Company
Interest rate risk 2009 2008 2009 2008
$A00 $A00 $3000 $3000
Impact on postax profit:
Interest rate1% 194 148 442 349
Interest rate +1% (194) (148) (442) (349)
Impact on equity:
Interest rate1% 194 148 442 349
Interest rate +1% (194) (148) (442) (349)

(c) Commodity price risk

Commodity price risk exposure

The consolidated entityés is exposed to commodity pric
in US dollars. The consolidated entity may enter into commodity crude oilgwiaes and option contracts to manage its
commodity price risk.

At 30 June 209 the consolidated entity has no open oil price swaps contract8: (@00Below is a table of
impact if the Oil price changes by 10% #rbm the average oil price during thear, with all other variables held

constant;
Consolidatedentity The Company
Oil price risk 2009 2008 2009 2008
$00 $00 $6000 $6000
Impact on postax profit:
Oil price +10% 826 792 102 126
Oil price-10% (826) (792) (202) (126)
Impact on equity:
Oil price +10% 826 792 102 126
Oil price-10% (826) (792) (102) (126)

(d) Credit risk

Credit risk arises from cash and cash equivalefgrivative financial instruments and deposits with banks and financial
institutions, as welas credit exposures to customers, including outstanding receivables and committed transactions, and
represents the potentid@hancial loss if counterparties fail to perform as contracted. Management has credit policies in
place and the exposure to ctetik is monitored on an ongoing basis. The major customers of Mosaiuoteatntial
organisations and include BP/Caltex, Santos, Elgas and CS Energy.

In addition, receivables balances are monitored on an ongoing basis with the result thattht aohseld ent i t y 6 s
to bad debts is not significant. The consolidated entity does not hold collateral, nor does iss@suréte and other
receivables.

At the balance sheet date there were no significant concentrations of credit risk witongbkdated entity
The maximum exposure to credit risk is represented by the carrying amount of assets of the consolidated entity, excluding
investments, which have been recagdion the balance sheet.
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(e) Liquidity risk
Prudent liquidity risk mnagement implies maintaining sufficient cash and marketable securities, the availability of

funding to meet ongoing operational requirements, exploration and development expenditure, and small to medium sized
opportunistic projects and investments, bygieg committed credit facilities available.

(f) Financial instrument risk exposures

The consolidated entity is exposed to interest rate risk through a short tem deposits held.
The following table summarises interest rate receivable ahpayor the consolidated entity.

Consolidated entity Weighted Fixed rate Non

Avg. int. Floating 1Yearor overlto5 interest
30-Jun-09 Note rate int. rate less Years bearing Total
Financial assets
Cash and cash equivalents 5 3.82% 13,572 - - 182 13,754
Trade and other receivables 6 N/A - - - 4,669 4,669
Financial liabilities
Trade and other payables 12 N/A - - - 8,805 8,805
Lease liabilities 14 9.32% - 21 169 - 190
30-Jun-08
Financial assets
Cash and cash equivalents 5 6.83% 23,710 - - 1,379 25,089
Trade and other receivables 6 - - - - 3,743 3,743
Financial liabilities
Trade and other payables 12 - - - - 9,273 9,273
Lease liabilities 14 9.36% - 36 144 - 180

The Company is exposed to interest rate risk through a short tem deposits held.
The following table summarises interest rate receivable or payable for the consolidated entity.

The Company Weighted Fixed rate Non

Avg. int. Floating 1Yearor overlto5 interest
30-Jun-09 Note rate int. rate less Years bearing Total
Financial assets
Cash and cash equivalents 5 3.8%% 10,619 - - 161 10,780
Trade and other receivables 6 - - - - 600 600
Financial liabilities
Trade and other payables 12 - - - - 477 477
30-Jun-08
Financial assets
Cash and cash equivalents 5 7.70% 19,818 - - 369 20,187
Trade and other receivables 6 - - - - 766 766
Financial liabilities
Trade and othgrayables 12 - - - - 843 843
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(g) Fair values

The financial assets and liabilities of the consolidated entity and the Company aressrtogrthe balance sheets at their
fair value in accordance with the accounting policies in note.1

The kasis for determininggiir values

The followingsummariseshe significant methods and assumptions used in estimating the fair values of financial
instruments:

Trade and other receivables

The carrying value less impairment provision of trade x@d®és is a reasonable approximation of their fair
values due to the short term nature of trade receivables.

Financial liabilities
Fair value is calculated based on the present value of future principal and interest flows, discounted at the market

rateof interest at the report date. Where these cash flows are in a foreign currency the present value is converted
to Australian dollars at the foreign exchange sp@&pegvailing at reporting date
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MOSAIC OIL

Directorsddeclaration

The directors of the compguleclare that:

1. The financial statements and notes, as set out on payés 44, are in accordance with the
Corporations Act 200and

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

(b) give a true and fair viewf the financial position as at 30 June 2@hd of the performance
for the year ended on that date of the Companycandolidated entity

2. This declaration has been made after receiving the declarations required to be made to the
Directors in accordanceith section 295A of the Corporations Act 2001 for the financial year
ended 30 June 200

3. I n the dir therd averrdasonablggronndotm believe that the Company will be able to
pay its debts as and when they become due and payable.

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

Peter Barrow
Director

Sydney,31 August 20@
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Schedule of Petroleum Tenement& Assets

Area Expiry Operator % Interest % Interest

(sq Km) Date 2009 2008
Australia
Surat Basini Queensland
ATP471P (Bainbilla Block) 336 28/02/2011 Mosaic 75.252 62.7097
ATP471P (Myall Block) 34 28/02/2011 Mosaic 100 49
ATP471P (Rocky Creek East Block) 97 28/02/2011 Mosaic 100 100
ATPA471P (Sprig Grove #2 sole risk) - - Mosaic 52.752 52.752
ATP471P (Dalkeith) 195 28/02/2011 Mosaic 100 100
ATP471P (Weribone) 12 28/02/2011 Origin Energy Ltd 28.71 28.71
ATP471P (Noona) 15 28/02/2011 Mosaic 100 100
ATP709P 253 31/08/2017 Mosaic 100 100
ATP934P (ATP under application) 1,462 - Avery Energy P/L 20 0
APL240 (PL application) 15 - Mosaic 100 100
PL1 (Cabawin) 60 31/12/2026 Santos 15 15
PL202 (Waggamba) 91 2/06/2025 Mosaic 100 100
PL15 (excl. Boxleigh Field) 259 29/04/2019 Mosaic 100 100
PL16 (Silver Springs) 259 29/04/2019 Mosaic 100 100
PL30 (Riverslea) 37  8/07/2027 Origin Energy Ltd 10 10
PL46 (Fairymount QOilfield) 33 23/02/2010 Mosaic 100 100
PLA48 (Taylor) 6 31/01/2011 Mosaic 100 100
PL49 (Taylor) 21 31/01/2011 Mosaic 100 100
PL66 (Roswin) 125 7/04/2021 Mosaic 100 100
PL74 (Major) 18 14/12/2009 Origin Energy Ltd 16 16
PL119 (Downlands) 21 11/11/2010 Mosaic 75.252 62.7097
PL119 (Downlands East #1 sole risk) 0 11/11/2010Mosaic 75.252 53.5441
PL192 (Churchie) 89  7/11/2025 Mosaic 100 49
PL213 (Churchie West) 46 31/03/2027 Mosaic 100 83.333
Wungoona Joint Venture - - Santos 50 50
Carnarvon Basin - Western Australia
WA-208-P 1,294 13/01/2014 Santos Offshore P, 6 6
Papua New Guinea
Papuan Basin
PRLO8 (Kimu) 512 17/12/2012 Oil Search 28.6 28.6
New Zealand
Taranaki Basin
PEP51151 458 22/09/2013L & M Petroleum 50 50

Mosaic Oil NL and controlled entities ABN 56 003 329 084 Page46



