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I B DO BDO Kendalls

Independence

In conducting our audit, we have complied with the independence requirements of the Corporations
Act 2001, We confirm that the independence declaration required by the Corporations Act 2007 would
be in the same terms if it had been given to the directors at the time that this auditor's report was
made.

Auditor's Opinion
In our opinion:
(a) thefinancial report of Octanex N.L is in accordance with the Corporations Act 2001, including:

(i)  giving a true and fair view of the company's and consolidated entity's financial position as
at 30 June 2008 and of their performance for the year ended on that date; and

(i) complying with Australian Accounting Standards (including the Australian Accounting
Interpretations) and the Corporations Regulations 2001; and

(b) the financial report also complies with International Financial Reporting Standards as disclosed
in Mote 1.

Report on the Remuneration Report

We have audited the Remuneration Report included in pages 17 to 19 of the directors’ report for the
year ended 30 June 2009. The directors of the company are responsible for the preparation and
presentation of the Remuneration Report in accordance with section 300A of the Corporations Act
2001. Our responsibility is to express an opinion on the Remuneration Report, based on our audit
conducted in accordance with Australian Auditing Standards.

Auditor’s Opinion

In our opinion, the Remuneration Report of Octanex N.L. for the year ended 30 June 2009, complies
with section 300A of the Corporations Act 2001.

RO »(MM

BDO Kendalls Audit & Assurance (NSW-VIC) Pty Ltd
Chartered Accountants

/‘%«M

NICHOLAS E. BURNE
Director

Melbourne, dated the 19" day of August 2009.
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DECLARATION OF INDEPENDENCE BY NICHOLAS E. BURNE TO THE DIRECTORS OF
OCTANEX N.L.

As lead auditor of Octanex N.L. for the year ended 30 June 2009, | declare that, to the best
of my knowledge and belief, there have been no contraventions of:

= the auditor independence requirements of the Corporations Act 20071 in relation to the
audit; and

= any applicable code of professional conduct in relation to the audit.

This declaration is in respect of Octanex N.L. and the entities it controlled during the period.

Y.

Nicholas E. Burne
Director

BDO Kendalls Audit & Assurance (NSW-VIC) Pty Ltd
Chartered Accountants

Melbourne, dated the 19" day of August 2009
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5 YEAR SUMMARY OF PERFORMANCE
30 JUNE 2009

2005 2006 2007 2008 2009
Gross Revenue $ 553,259 190,268 1,199,125 | 26,595,388 3,174,564
Net (loss) profit before tax $ 246,237 416 954,938 | 25,655,380 | (1,973,952)
Total assets $ 17,091,443 | 10,595,695 | 13,576,771 | 38,788,740 | 87,061,080
Total liabilities $ 3,984,104 2,148,495 2,866,601 | 10,989,065 | 19,689,828
Shareholders funds $ 13,107,339 8,447,200 | 10,710,170 | 27,799,675 | 67,371,252
Earnings (loss) per share Cents 0.47 0.00 1.38 35.98 (0.01)
Dividends per share Cents N/A N/A N/A N/A N/A
Net tangible assets $ 12,729,815 7,320,496 9,621,101 | 25,477,008 | 20,265,636
Price earnings ratio 32.19 N/A 11.59 0.56 *

* Not Applicable (loss)
N/A  Not Applicable

CORPORATE GOVERNANCE

The Directors are responsible for the strategic direction of the Company, the identification and implementation of
corporate policies and goals and monitoring of the business and affairs of the Company on behalf of the
Shareholders.

This section of the Annual Report includes information on how the Company and the Board address, on an
ongoing basis, the specific requirements of NSX in relation to corporate governance in general and more
specifically regarding the operation of the Board itself, Board committees and their charters, the Company’s code
of ethics and its share transaction policy for designated officers (as they are defined).

Important to a culture of actively addressing the area of corporate governance is the Board’s ongoing review of
the Company’s relevant and existing policies and practice. To this end the Board annually reviews the
Company’s corporate governance activities by benchmarking against the latest Corporate Governance Principles
and Recommendations (“principles & recommendations™) issued by the ASX Corporate Governance Council
(“Council”). The Board has adopted the elements of the eight principles & recommendations that are appropriate
to the Company. Details of the governance practices applied by the Company and specific instances where the
Company has followed alternatives to the Council’s eight principles & recommendations are set out below.

Given the size of the Company to date, with limited activities, limited resources and having a Board with a
complement of only three Directors, it is not able to practically establish a series of separate committees to
address specific areas of corporate governance. Consequently, corporate governance is (generally) dealt with by
the Board under the terms of reference of its own charter. It also acts as committees in relation to the various
areas or issues required to be considered, utilising formal terms of reference for the activities of those committees.

As noted, the capacity of the Company to comply with the principles & recommendations is limited because of
the present size and structure of the Board. At the date of this Annual Report, the Board comprises Mr EG
Albers, an executive director who is not independent, and Mr GA Menzies and Mr JMD Willis, non-executive
directors who are not independent. Mr Albers is the Chief Executive Officer (“CEO”) and is not independent
because he and his associates have substantial shareholdings in the Company. Messrs Menzies and Willis are not
independent because of past and present professional and commercial relationships with the Company.
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CORPORATE GOVERNANCE (Cont)

Separate from its own charter (the main terms of which are detailed below), the Board has developed formal
charters that incorporate the terms of reference under which it addresses the areas and functions of audit,
compliance, remuneration and nominations - these are explained below. The charters introduce a formal structure
of objectives and functions for the Board to apply when addressing these aspects of the Company’s corporate
governance, in anticipation of an expanded Board being able to address these functions via committees
constituted with the recommended personnel.

The Board has established itself as two committees to separately address the areas of audit & compliance and
remuneration & nominations and each of the Directors is a member of those committees. The Board has not
established separate committees to address risk management or health, safety and environment, with such issues
currently dealt with by the Board as a whole.

In relevant situations, any interested Director(s) are expected to abstain or be absent from Board or committee
deliberations as required either by the Corporations Act 2001 (“Act”) or as necessary to avoid conflict or possible
breach of their fiduciary duties.

BOARD CHARTER

The Company’s charter for its Board (“Charter”) provides that the Directors are appointed by the Shareholders
and are (individually and collectively) responsible for the activities of the Company in accordance with legal and
regulatory requirements and the Company’s Constitution.

The Charter sets out that the primary role of the Board is to create shareholder wealth (with a long term bias) and,
in that context, to have due regard to the interests of other stakeholders. The Board is to achieve this by:

. providing leadership of the Company through setting the Company's direction, strategies, and financial
objectives within a framework of prudent and effective controls which enable risk to be recognised,
assessed and managed;

o ensuring the Company has effective processes and systems in place to enable the Board to plan
strategically, review current strategy, consider alternative strategies, monitor corporate performance and
capabilities and recognise and oversee the management of risk;

o setting, overseeing and maintaining the Company's values, corporate governance framework,
compliance with regulatory and ethical standards and ensuring that these are adhered to in the interests
of the Company's sharcholders, employees, customers, suppliers and the communities in which it

operates;

o safeguarding the reputation of the Company;

o ensuring there is an effective balance between the delegation of responsibility for the day-to-day
operation and management to the CEO and the role of the Board in monitoring, guiding and providing
oversight;

o ensuring that the necessary financial and human resources are in place for the Company to meet its
objectives;

. ensuring that the performance of Management, and the Board itself, is regularly assessed and
monitored;

. promoting a culture where transparent and timely information is shared between management and the

Board and where there is opportunity to advance proposals, challenge views, assumptions and beliefs in
an environment of trust, respect and openness;

o ensuring effective communication with Shareholders; and

o appointing, terminating and reviewing the performance of the CEO.

71



OCTANEX NL

ABN 61 005 632 315

CORPORATE GOVERNANCE (Cont)

The Charter also provides specific provisions and guidance to the Board in relation to:

. Composition of the Board;

. Selection of Directors;

o Board committees and their makeup;

. Board authorities and accountabilities;

o Taking independent advice;

o Individual responsibilities;

o Conduct of Board meetings and record-keeping; and
. Review of Board and Director performance.

The Board reviews the Charter at least once a year to ensure it remains consistent with the Board’s objectives and
responsibilities.

AUDIT & COMPLIANCE COMMITTEE
The function of an Audit & Compliance Committee is to give additional assurance regarding the quality and
reliability of financial information used by the Board and regarding the financial information provided by the

Company pursuant to its statutory reporting requirements.

Aspects of the audit and compliance function to be addressed by this Committee as part of its terms of reference
are:

. to consider any matters relating to the financial affairs of the Company;
o compliance with statutory requirements;

o adherence to applicable Listing Rules; and

o issues relating to internal and external audit.

Additional to those aspects, the Board examines any other matters of an audit or compliance nature that come to
its attention or are referred to it.

REMUNERATION & NOMINATIONS COMMITTEE

The core remuneration function of this Committee is reviewing the remuneration policies and practices of the
Company. Where relevant, this review covers compensation arrangements for executives, superannuation
arrangements, the requirements for an employee share and option plan, performance reviews, succession planning
and the fees of non-executive Directors.

When addressing these areas, the non-interested Directors who carry out these functions have access to
independent advice and comparative studies on the appropriateness of remuneration arrangements.

In the event of exploration success or expansion of the Company’s operations beyond those currently capable of
being undertaken, the remuneration levels of Directors may increase; but not beyond the approved limit set from
time to time by the Shareholders for directors’ fees. It should be noted that directors remuneration as fixed in
general meeting does not include salary (and associated benefits, including superannuation) payable to executive
Directors.

The functions of the Committee in relation to nominations are:

o to identify and recommend candidates to fill Board vacancies as and when they arise;
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CORPORATE GOVERNANCE (Cont)

. before recommending an appointment, to evaluate the balance of skills, knowledge and experience on
the Board and, in the light of that evaluation, to determine the role and capabilities required for the
appointment;

o to make recommendations to the Board with respect to the:

(a)  re-appointment of any non-executive Director at the conclusion of their specified term of office;
and

(b)  re-clection by Shareholders of any Director under the retirement by rotation provisions in the
Company’s constitution;

o to formulate succession plans for both non-executive and executive Directors, taking into account the
expertise required on the Board in the future;

o to review the structure, size and composition of the Board; and

. to consider such other matters relating to Board nomination or succession issues as may be referred to it
by the Board.

ADHERENCE TO THE ASX PRINCIPLES AND RECOMMENDATIONS OF CORPORATE
GOVERNANCE

Principle 1 - Lay Solid Foundations for Management and Oversight

The Board’s primary role is the stewardship of the shareholders’ funds with the objective of creating long term
shareholder value. In fulfilling this role, the Board accepts overall responsibility for corporate governance. A
board charter, which outlines the framework for its operation and of those functions delegated to the
management, has already been outlined above.

At the date of this Annual Report, the Company’s only senior executives were the CEO, the Company Secretary,
the Chief Financial Officer (“CFO”) and a Consultant Geophysicist / Exploration Manager. Where necessary, the
Company utilises non-executive directors and contractors to provide expertise for technical, legal and
administrative services.

The performance evaluation of each Director is undertaken together with the other members of the Board. This
evaluation comprises a board performance appraisal and director self-assessments that are reviewed by the
Chairman.

Principle 2 - Structure the Board to Add Value

Board Composition
At the date of this Annual Report, the Board comprised three Directors: Mr EG Albers, Chairman and CEO, and
Mr GA Menzies and JMD Willis who are non-executive Directors but not independent Directors.

The Chairman administers the procedure for Directors to seek independent professional advice, at the Company’s
expense, to assist them to fulfil their duties and obligations.

Independence

At the present stage of the Company’s development and given its current size and structure, the resources
available to the Board to carry out the Company’s activities have been limited. As such, the Company does not
have a majority of independent directors so the Company is unable to comply with this 2™ principle &
recommendation in terms of board composition.

The Board determined that, where these are available, the specific skills of the non-executive Directors may be

called upon from time to time to assist the Management. The Board has established a level of remuneration paid
for those services as a materiality threshold to determine a Director’s non-executive status.
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CORPORATE GOVERNANCE (Cont)

Role of the Chairman

Mr Albers is not an independent Director. The Board considers that his lack of independence and carrying out
executive duties for the Company does not hinder the effective performance of his role as Chairman. The
Company does not therefore comply with this 2™ principle & recommendation in terms of independent
chairmanship.

Given the size of the Board and the scope of the Company’s activities, the Company does not have a separate
nominations committee, with the functions of such a committee being undertaken by the Board under the terms of

reference of the Remuneration & Nominations Committee.

As noted in Principle 1, ‘board performance appraisals’ and ‘director self-assessments’ have been undertaken
during the reporting period.

Principle 3 - Promote Ethical and Responsible Decision-making

The Board has established a:

. board charter, outlining the responsibilities and activities of the board and individual directors within
legal and regulatory requirements and the Company’s constitution;

. code of ethics, setting out the standards of ethical behaviour required of directors and employees;

o share transaction policy, setting out the position of the Company on trading in the Company’s securities

by designated officers (as these are defined); and

. committee charters describing the terms of reference for the operation of the Audit & Compliance and
the Remuneration & Nominations Committees.

Principle 4 - Safeguard Integrity in Financial Reporting

For each financial year, the CEO and CFO have formally recorded that the Company’s financial reports present a
true and fair view of the Company’s financial condition and operational results and are in accordance with
accounting standards.

Given the size of the Board and the scope of the Company’s activities, the Board acts as the Audit Committee,
with the functions being undertaken under the terms of reference of that Committee’s charter. As noted above,
because the Company has no independent directors, the composition of the Audit Committee does not comply
with this 4™ principle & recommendation in terms of composition.

The number of meetings of the Audit Committee held during each reporting period and the names of the
attendees are set out in the relevant Directors’ Report.

The Audit Committee has a formal charter that incorporates its terms of reference. As required by that charter,
the Board annually reviews the performance and ongoing independence of the (external) Auditors. The need (or
not) for rotation of the lead partner or of the Auditors themselves forms part of that annual review.

Principle 5 — Make Timely and Balanced Disclosure

The Board has established policies and procedures designed to ensure compliance with all applicable Listing Rule
disclosure requirements (and consequently continuous disclosure requirements under the Act) such that:

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

o Company announcements are factual and presented in a clear and balanced way.

The Chairman, a Director or the Company Secretary authorises all disclosures necessary to ensure compliance
with disclosure requirements under the Listing Rules and the Act.
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Principle 6 - Respect the Rights of Shareholders

The Board has established a policy for communicating with the Company’s shareholders by:
. sending each of them the Annual Report;

. placing all shareholder related information and Stock Exchange announcements promptly onto the
Company’s website in an accessible manner;

o ensuring shareholder participation in meetings by use of the Council’s guidelines for meetings and
notices; and

o encouraging shareholders at the annual general meeting to question both the Directors (about the
Company’s governance and business) and the external Auditors (about the conduct of the audit and the
content of the audit report).

Principle 7 - Recognise and Manage Risk

The Board is responsible for overseeing the effectiveness of risk management so as to:
. identify, assess, monitor and manage risk; and

. inform investors of the nature of, and material changes to, the Company’s risk profile.

The Company’s activities are currently centred on advancing its inherently high-in-risk exploration projects.
Apart from geological risk, material business risks include financial, operational, environmental and
technological risk.

The Board considers the existing policies and procedures for risk oversight to be appropriate for the Company’s
current stage of development.

At each major milestone of the Company’s projects, specific risk oversight and management policies are
developed consistent with activities at that time. The Board categorises the various types of risks facing the
Company by assessing their likelihood (as high, medium or low), gauging their consequences (as severe,
significant or minor) and seeking to mitigate the related risk (by sharing risk with others (farmout or sale), raising
of additional equity capital, employment of consultants, outsourcing, insurance or management process).

In relation to any financial reporting period, the Board receives formal assurance from the CEO and CFO that the
declaration provided in accordance with section 295A of the Act is founded on a sound system of risk
management and internal control and that the system is operating effectively in all material respects in relation to
financial reporting risks.

Principle 8 - Remunerate Fairly and Responsibly

Given the size of the Board and the scope of the Company’s activities, the Board acts as the Remuneration
Committee, with the functions being undertaken by the Board under the terms of reference of that Committee’s
charter.

The Board reviews the remuneration packages of Directors and executives on an annual basis.

The Company’s policy for determining the nature and amount of emoluments of Directors, non-executive and
executive, is as follows:

. fees for non-executive Directors are based on the demands and responsibilities of their role. In
determining these fees, regard is had for similar fee structures paid to non-executive directors in peer
group companies;

o the remuneration structure for executive Directors is determined having regard to industry practice,
market trends and company performance;
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CORPORATE GOVERNANCE (Cont)

o performance related incentive payments are based on share price performance targets but may also
become based partly on other performance criteria established from time to time; and

. there is no provision of retiring allowances for Directors.

The audited Remuneration Report (that is included in each Annual Report) details all forms of remuneration
provided to the Directors during the relevant reporting period.

CODE OF ETHICS

The Company has in place a Code of Ethics (“Code”) which is the framework of standards under which the
Directors, officers and employees of the Company are expected to conduct their professional lives. The Code is
not intended to prescribe an exhaustive list of acceptable and non-acceptable behaviour, rather it is intended to
facilitate decisions that are consistent with the Company’s values, business goals and legal and policy obligations,
thereby enhancing performance outcomes.

The Code is subject to annual review by the Board and is based around articles covering the areas of:
. Conflicts of interest;

. Gifts;

o Corporate opportunity;

o Confidentiality;

. Behaviour;
. Proper use of the Company’s assets and information;
o Compliance with laws and policies;

o Delegated authority;

. Additional director responsibilities;
. Information for the Board; and
o Reporting concerns.

SHARE TRANSACTION POLICY

The Company’s share transaction policy provides guidelines for designated officers with regard to trading of the
Company’s securities. A designated officer conducting a trade is responsible and accountable for ensuring any
trade they conduct complies with the law and this policy.

The share transaction policy covers:
o Who are designated officers;
o Trading windows;

o Trading black-outs;

o Trading at other times;

o Trading in financial products issued or created over the Company’s securities by third parties; and

. Trading in associated products which operate to limit the economic risk of security holdings in the
Company.
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SHAREHOLDER AND OTHER INFORMATION
COMPILED AS AT 30 SEPTEMBER 2009

VOTING RIGHTS
At meetings of members or classes of members:

(a)  each member entitled to vote may vote in person or by proxy, attorney or representative;
(b)  on ashow of hands, every person present who is a member or a proxy, attorney or representative of a
member has one vote; and
(c)  onapoll, every person present who is a member or a proxy, attorney or representative of a member has:
(1) for each fully paid share held by him, or in respect of which he is appointed a proxy, attorney or
representative, one vote for the share;
(ii))  for each partly paid share, only the fraction of one vote which the amount paid (not credited) on
the share bears to the total amounts paid and payable on the share (excluding amounts credited),
subject to any rights or restrictions attached to any shares or class or classes of shares.

DISTRIBUTION OF ORDINARY SHARES

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

Ordinary Shares No. of Holders No. of Shares
1-1,000 115 39,528
1,001 — 5,000 648 1,629,134
5,001 — 10,000 167 1,490,858
10,001 — 100,000 344 10,015,804
100,001 and over 77 163,252,780
TOTAL ON ISSUE 1,351 176,428,104

331 holders held less than a marketable parcel of ordinary shares. There is no current on-market buy-back.

SUBSTANTIAL SHAREHOLDERS
As disclosed in notices given to the Company.

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

The Albers Group 112,864,676 63.97
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SHAREHOLDER AND OTHER INFORMATION (Cont)
COMPILED AS AT 30 SEPTEMBER 2009

THE 20 LARGEST HOLDERS OF ORDINARY SHARES

Holder Ordinary Shares % of Total Issued
Doravale Enterprises Pty Ltd 33,000,000 18.70
Gascorp Australia Pty Ltd 30,526,968 17.30
E G & P J Albers 20,830,899 11.81
E G Albers 7,355,328 4.17
Great Missenden Holdings Pty Ltd 5,450,305 3.09
Sacrosanct Pty Ltd 8,538,750 4.84
Great Australian Corporation Pty Ltd 4,950,000 2.81
Bass Strait Group Pty Ltd 4,033,058 2.29
The Albers Companies Incorporated Pty Ltd 2,955,491 1.68
Fugro Multi Client Services Pty Ltd 2,657,181 1.51
Auralandia NL 2,509,340 1.42
Cue Petroleum Pty Ltd 2,386,664 1.35
Australis Finance Pty Ltd 2,186,250 1.24
Appledore Custodian Ltd 2,075,000 1.18
Albers Custodian Company Pty Ltd 2,062,500 1.17
Great Missenden Group Pty Ltd 1,940,060 1.10
P J Albers 1,650,000 0.94
Wilstermere Corporation Pty Ltd 1,650,000 0.94
Australian Natural Gas Pty Ltd 1,650,000 0.94
Seaquest Petroleum Pty Ltd 1,650,000 0.94

The 20 largest shareholders hold 140,057,794 shares representing 79.38% of the issued share capital.

DISTRIBUTION OF 31 DECEMBER 2010 OPTIONS (EXERCISE PRICE 25 CENTYS)

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

No. of Holders No. of Options

1-1,000 27 13,572

1,001 — 5,000 46 102,146

5,001 — 10,000 103 919,493

10,001 — 100,000 231 7,127,923

100,001 and over 30 24,738,238

TOTAL ON ISSUE 437 32,901,372

There have been no trades in these options. There are no voting rights in relation to these options.
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SHAREHOLDER AND OTHER INFORMATION (Cont)
COMPILED AS AT 30 SEPTEMBER 2009

THE 20 LARGEST HOLDERS OF OPTIONS

Holder 31 December 2010 % of Total

Options Issued
Great Missenden Holdings Pty Ltd 6,781,520 20.61
Bass Strait Group Pty Ltd 3,160,000 9.60
E G Albers & P J Albers 2,200,000 6.69
Cue Petroleum Pty Ltd 2,000,000 6.08
Great Missenden Group Pty Ltd 1,760,000 5.35
Auralandia NL 1,200,000 3.65
Sacrosanct Pty Ltd 1,009,970 3.07
Dr V K & I Petrovsky 579,218 1.76
JM D Willis 500,000 1.52
Neil Clifford Abbott & Gellert Ivanson Trustee Ltd 478,400 1.45
The Albers Companies Inc. Pty Ltd 448,000 1.36
Australis Finance Pty Ltd 360,000 1.09
P J Coulson 345,000 1.05
Great Australia Corporation Pty Ltd 315,000 0.96
Charles Whyte 302,443 0.92
Cloudbreak Enterprises Ltd 299,970 0.91
D H Rankin 296,400 0.90
Strata Resources Pty Ltd 284,317 0.85
Conningsborough Nominees Pty Ltd 250,000 0.76
Peter William Hall 240,000 0.73
Cartron Pty Ltd 240,000 0.73
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