








Balance Sheet

BALANCE SHEET AS AT 30 JUNE 2008

| Note | CONSOLIDATED PARENT ENTITY
I 2008 2007 2008 2007
$ $ $ $

CURRENT ASSETS

Cash and cash equivalents 3,813,961 6,536,852 3,767,257 6,515,869
Trade and other receivables 6 313,484 743,532 311,692 742,781
TOTAL CURRENT ASSETS 4,127,445 7,280,384 4,078,949 7,258,650

NON-CURRENT ASSETS

Property, plant & equipment 7 76,034 153,294 48,248 121,665
Financial assets 8 163,888 177,930 163,888 177,930
Other 9 25,649 25,649 25,649 25,649
TOTAL NON-CURRENT ASSETS 265,571 356,873 237,785 325,244
TOTAL ASSETS 4,393,016 7,637,257 4,316,734 7,583,894
CURRENT LIABILITIES

Trade & other payables 10 755,957 1,154,639 753,636 1,151,197
Provisions 11 58,000 808,000 58,000 808,000
TOTAL CURRENT LIABILITIES 813,957 1,962,639 811,636 1,959,197
TOTAL LIABILITIES 813,957 1,962,639 811,636 1,959,197
NET ASSETS 3,579,059 5,674,618 3,505,098 5,624,697
EQUITY

Contributed equity 12 26,268,925 26,268,925 26,268,925 26,268,925
Accumulated losses 13 (23,279,010) (20,880,307) (23,352,971) (20,930,228)
Reserves 13 589,144 286,000 589,144 286,000
TOTAL EQUITY 3,579,059 5,674,618 3,505,098 5,624,697

The above balance sheet should be read in conjunction with the accompanying notes.
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Cash Flow Statement

CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2008
$ $ $ $

CASH FLOWS FROM OPERATING ACTIVITIES

Payments to suppliers and employees (3,219,314) (1,997,077) (3,118,153) (1,927,227)
Bank guarantee - (25,649) - (25,649)
Joint Venture income received - 660,000 - 660,000
Management fees received 160,898 295,615 160,898 295,615
Interest received 311,201 273,166 311,143 273,047
Sundry income received - 1,938 - 1,938
Net cash flows used in operating activities (2,747,215) (792,007) (2,646,112) (722,276)

CASH FLOWS FROM INVESTING ACTIVITIES

Proceeds from sale of plant 42,736 - 42,736

Payments for plant and equipment (18,412) (20,829) (14,971) (20,829)
Payments for investments - (110,170) - (110,170)
Loans to controlled entities - - (130,265) (52,010)
Net cash inflow/(outflow) from investing activities 24,324 (130,999 (102,500) (183,009)

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from issue of shares net of raising costs - 3,268,293 - 3,268,293
Net cash inflow from financing activities - 3,268,293 - 3,268,293
NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS (2,722,891) 2,345,287 (2,748,612) 2,363,008
Cash and cash equivalents at the beginning of the financial year (Note a) 6,536,852 4,191,565 6,515,869 4,152,861
(Cash and cash equivalents at the end of the financial year (Note a) 3,813,961 6,536,852 3,767,257 6,515,869
NOTES
(@) Cash and cash equivalents includes:
Cash at Bank 756,654 695,997 709,950 675,014
Term Deposits 3,057,307 5,840,855 3,057,307 5,840,855
3,813,961 6,536,852 3,767,257 6,515,869

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

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

The above cash flow statement should be read in conjunction with the accompanying notes.
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Cash Flow Statement

CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2008

NOTES (continued)

(b) Reconciliation of net cash outflow from operating activities to operating (10ss) after tax

] CONSOLIDATED PARENT ENTITY

2008 2007 2008 2007

$ $ $ $
Operating (loss) after income tax (2,398,703) (1,5620,680) (2,422,743) (1,495,447)
Loss on sale of plant 16,551 14,551
Change in market value of investments held for trade (6,458) (6,458)
Increase/(decrease) in provision for legal fees (750,000) 250,000 (750,000) 250,000
Depreciation 29,276 36,449 23,993 29,964
Exploration expenditure incurred 11,706 114,190 11,706 114,190
Share based payments 323,644 323,644
Provision against loans to controlled entities - 130,265 52,010
Provision for doubtful debts - (178,380) - (178,380
Increase/(decrease) in frade and other payables 165,015 1,028,661 167,176 1,027,557
(Increase)/decrease in trade and other receivables (138,246) (522,247) (138,246) (622,170)
Net cash outflow from operating activities (2,747,215) (792,007) (2,646,112) (722,276)

The above cash flow statement should be read in conjunction with the accompanying notes.
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Statement of Changes in Equity

STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 30 JUNE 2008

CONSOLIDATED

At 1 July 2006 23,000,632 (19,359,627) 263,700 3,904,705
Profit/(loss) for the period - (1,520,680) - (1,520,680)
Issue of shares 3,458,670 - - 3,458,670
Capital raising costs (190,377) - - (190,377)
Change in value of investments - - 22,300 22,300
At 30 June 2007 26,268,925 (20,880,307) 286,000 5,674,618

CONSOLIDATED

At 1 July 2007 26,268,925 (20,880,307) 286,000 5,674,618
Profit/(loss) for the period - (2,398,703) - (2,398,703)
Cost of share based payment - - 323,644 323,644
Change in value of investments - - (20,500 (20,500)
At 30 June 2008 26,268,925 (23,279,010) 589,144 3,579,059

The above statement of changes in equity should be read in conjunction with the accompanying notes
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Statement of Changes in Equity

STATEMENT OF CHANGES IN EQUITY (continued) FOR THE YEAR ENDED 30 JUNE 2008

$ $ $

PARENT $

At 1 July 2006 23,000,632 (19,434,781) 263,700 3,829,557
Profit/(loss) for the period (1,495,447) (1,495,447)
Issue of shares 3,458,670 3,458,670
Capital raising costs (190,377) (190,377)
Change in value of investments 22,300 22,300
At 30 June 2007 26,268,925 (20,930,228) 286,000 5,624,697

$ $ $

PARENT $

At 1 July 2007 26,268,925 (20,930,228 286,000 5,624,697
Profit/(loss) for the period (2,422,743) (2,422,743)
Cost of share based payment 323,644 323,644
Change in value of investments (20,500) (20,500
At 30 June 2008 26,268,925 (23,352,971) 589,144 3,505,098

The above statement of changes in equity should be read in conjunction with the accompanying notes
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Notes to the Financial Statements

1. CORPORATE INFORMATION

The financial report of Strategic Energy Resources Limited (formerly Eagle Bay Resources N.L.) (the Company) for the year ended 30 June 2008
was authorised for issue in accordance with a resolution of the directors on 30th September 2008.

Strategic Energy Resources Limited is a limited liability company incorporated in Australia whose shares are publicly traded on the Australian Securities
Exchange.

The Company changed its name and status on 17 July 2008.

The nature of the operations and principal activities of the Group are described in note 22.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a) Basis of Preparation
Statement of compliance

The financial report is a general purpose financial report which has been prepared in accordance with Australian Accounting Standards (AASBS)
and the Corporations Act 2001, The consolidated financial report of the Company and Group also complies with International Financial Reporting
Standards and interpretations adopted by the International Accounting Standards Board. The financial report has been prepared on the accruals and
historical cost basis, except for financial assets which have been measured at fair value.

The financial report is presented in Australian dollars.

(b) New accounting standards and interpretations

Certain new accounting standards and interpretations have been published that are not mandatory for 30 June 2008 reporting periods. The Group's
and the parent entity's assessment of the impact of new standards and interpretations that may affect the Group is set out below.

(1) AASB 8 Operating Segments and AASB 2007-3 Amendments to Australian Accounting Standards arising from AASB 8

AASB 8 and AASB 2007-3 are effective for annual reporting periods commencing on or after 1 January 2009. AASB 8 will result in a significant
change in the approach to segment reporting, as it requires adoption of a ‘management approach’ to reporting on financial performance. The
information being reported will be based on what the key decision makers use internally for evaluating segment performance and deciding how

to allocate resources to operating segments. The Group has not yet decided when to adopt AASB 8. Application of AASB 8 may result in different
segments, segment results and different types of information being reported in the segment note of the financial report. However, at this stage, it is not
expected to affect any of the amounts recognised in the financial statements,

(i) Revised AASB 123 Borrowing Costs and AASB 2007-6 Amendments to Australian Accounting Standards arising from AASB 123 [AASB 1,
AASB 101, AASB 107, AASB 111, AASB 116 & AASB 138 and Interpretations 1 & 12]

The revised AASB 123 is applicable to annual reporting periods commencing on or after 1 January 2009. It has removed the option to expense
all borrowing costs and - when adopted - will require the capitalisation of all borrowing costs directly attributable to the acquisition, construction or
production of a qualifying asset. There will be no impact on the financial report of the Group, as the Group does not have any borrowings.

(ii) Revised AASB 101 Presentation of Financial Statements and AASB 2007-8 Amendments to Australian Accounting Standards arising from
AASB 101

A revised AASB 107 was issued in September 2007 and is applicable for annual reporting periods beginning on or after 1 January 2009. It requires
the presentation of a statement of comprehensive income and makes changes to the statement of changes in equity, but will not affect any of the
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Notes to the Financial Statements

amounts recognised in the financial statements. If an entity has made a prior period adjustment or has reclassified items in the financial statements, it
will need to disclose a third balance sheet (statement of financial position), this one being as at the beginning of the comparative period. The Group
intends to apply the revised standard from 1 July 2009.

(c) Summary of significant accounting policies

(i) Basis of consolidation

The consolidated financial statements comprise the financial statements of Strategic Energy Resources Limited and its controlled entities (‘the Group).
The financial statements of subsidiaries are prepared for the same reporting period as the parent company, using consistent accounting policies.
Adjustments are made to bring into line any dissimilar accounting policies that may exist.

All intercompany balances and transactions, including unrealised profits arising from infra-group transactions, have been eliminated in full. Unrealised
losses are eliminated unless costs cannot be recovered.

Subsidiaries are consolidated from the date on which control is transferred to the Group and cease to be consolidated from the date on which control
is fransferred out of the Group.

Where there is loss of control of a subsidiary, the consolidated financial statements include the results for the part of the reporting period during which
Strategic Energy Resources Limited has control.

(ii) Significant accounting estimates and assumptions

The carrying amounts of certain assets and liabilities are often determined based on estimates and assumptions of future events. The key estimate
and assumptions that have a significant risk of causing a material adjustment to the carrying amounts of certain assets and liabilities within the next
annual reporting period are:

Share based payment transactions

The Group measures the cost of equity-settled fransactions with employees by reference to the fair value of the equity instruments at the date at which
they are granted. The fair value is determined by an external valuer using a binomial option pricing model.

The Group measures the cost of cash-settied share-based payments at fair value at the grant date using the binomial formula taking into account the
terms and conditions upon which the instruments were granted.

Mineral Exploration and Evaluation

Acquisition, exploration, evaluation and development expenditure incurred is accumulated in respect of each identifiable area of interest. These costs
are carried forward in respect of an area that has not, at balance date, reached a stage which permits a reasonable assessment of the existence or
otherwise of economically recoverable reserves, and active and significant operations in, or relating to, the area of interest are continuing.

(iiii) Interest in joint venture operation

The Group’s investment in its joint venture operation is accounted for by recognising the Group’s assets and liabilities from the joint venture, as well as
expenses incurred by the Group and the Group’s share of income earned from the joint venture, in the consolidated financial statements. The Group's
interest in its joint venture operation was previously accounted for by writing off its contributions to exploration expenditure in the income statement or
carrying forward expenditure to the extent that it meets the criteria set out in note 2(c) (iv) below.

(iv) Exploration expenditure

Exploration, evaluation and relevant acquisition costs are accumulated separately for each area of interest. They comprise acquisition costs, direct
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Notes to the Financial Statements

exploration and evaluation costs and an appropriate portion of related overhead expenditure. They do not include general overnead or administrative
expenditure not having a specific nexus with a particular area of interest. Costs of this nature are carried forward only if they relate to an area of interest
for which rights of tenure are current and in respect of which:

e such costs are expected to be recouped through successful development and exploitation or from sale of the area; or

e exploration and evaluation activities in the area have not at balance date reached a stage which permits a reasonable assessment of the
existence or otherwise of economically recoverable reserves, and active operations in, or relating to, the area are continuing.

Exploration and evaluation expenditure which does not satisfy this criteria is written off.

Ultimate recoupment of capitalised expenditure in respect of areas in the exploration and/or evaluation stage is dependent upon successiul
development and commercial exploitation or alternatively sale of the respective areas.

Once a decision has been taken to proceed with mine development, all past and future exploration expenditure in respect of that area of interest is
aggregated and reclassified as Mine Properties.

(v) Mine Properties

Mine properties represent the accumulation of all exploration, evaluation, and development expenditure incurred by or on behalf of the entity in relation
to areas of interest in which a decision to commence mining of a mineral resource has been taken.

Where further development expenditure is incurred in respect of a mine property after the commencement of production, such expenditure is carried
forward as part of the cost of that mine property, only when substantial economic benefits are thereby established, otherwise such expenditure is
classified as part of the cost of production.

The net carrying value of each mine property is reviewed regularly and, to the extent to which this value exceeds its recoverable amount, that excess
is fully provided against in the financial year in which this is determined. The expected net cash flows included in determining recoverable amount are
discounted to their present value.

(vi) Foreign currency translation
Both the functional and presentation currency of Strategic Energy Resources Limited and its Australian subsidiaries is Australian dollars (AS).

Transactions in foreign currencies are initially recorded in the functional currency at the exchange rates ruling at the date of the transaction. Monetary
assets and liabilities denominated in foreign currencies are retranslated at the rate of exchange ruling at the balance sheet date.

(vii) Investments

All investments are initially recognised at cost, being the fair value of the consideration given and including acquisition charges associated with the
investment.

After initial recognition, investments, which are classified as held for trading and available-for-sale, are measured at fair value. Gains or 10sses on
investments held for frading are recognised in the income statement. Gains or losses on investments held for the long term are recognised in reserves.

(Gains or losses on available-for-sale investments are recognised as a separate component of equity until the investment is sold, collected or otherwise
disposed of, or until the investment is determined to be impaired, at which time the cumulative gain or 1oss previously reported in equity is included in
the income statement.

Non-derivative financial assets with fixed or determinable payments and fixed maturity are classified as held-to-maturity when the Group has the
positive intention and ability to hold to maturity. Investments intended to be held for an undefined period are not included in this classification.

Other long-term investments that are intended to be held-to-maturity, such as bonds, are subsequently measured at amortised cost using the effective
interest method.

Amortised cost is calculated by taking into account any discount or premium on acquisition, over the period to maturity.
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Notes to the Financial Statements

For investments carried at amortised cost, gains and losses are recognised in income when the investments are derecognised or impaired, as well as
through the amortisation process.

For investments that are actively traded in organised financial markets, fair value is determined by reference to Stock Exchange quoted market bid
prices at the close of business on the balance sheet date.

For investments where there is no quoted market price, fair value is determined by reference to the current market value of another instrument which is
subsequently the same or is calculated based on the expected cash flows of the underlying net asset base of the instrument.

Purchases and sales of financial assets that require delivery of assets within the time frame generally established by regulation or convention in the
market place are recognised on the trade date i.e. the date that the Group commits to purchase the asset.

(viii) Property, plant and equipment
Plant and equipment is stated at cost less accumulated depreciation and any impairment in value.

The carrying amount of plant and equipment is reviewed annually by the directors to ensure it is not in excess of recoverable amount from those
assets. The recoverable amount is assessed on the basis of the expected net cash flows that will be received from the assets’ employment and
subsequent disposal. The expected net cash flows have been discounted to their present values in determining recoverable amounts.

Depreciation is calculated on a straight-line basis over the estimated useful life of the asset as follows:

¢ Plant and equipment — over 3 to 10 years

(ix) Recoverable amount of assets

At each reporting date, the Group assesses whether there is any indication that an asset may be impaired. Where an indicator of impairment exists,
the Group makes a formal estimate of recoverable amount. Where the carrying amount of an asset exceeds its recoverable amount the asset is
considered impaired and is written down to its recoverable amount.

Recoverable amount is the greater of fair value less costs to sell and value in use. It is determined for an individual asset, unless the asset's value in
use cannot be estimated to be close 1o its fair value less costs to sell and it does not generate cash inflows that are largely independent of those from
other assets or groups of assets, in which case, the recoverable amount is determined for the cash-generating unit to which the asset belongs.

In assessing value in use, the estimated future cash flows are discounted to their present value using a pre tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset.

(x) Cash and cash equivalents

Cash and short-term deposits in the balance sheet comprise cash at bank and in hand and short-term deposits with an original maturity of three
months or less.

For the purposes of the Cash Flow Statement, cash and cash equivalents consist of cash and cash equivalents as defined above.

(xi) Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past event, it is probable that an outflow of
resources embodying economic benefits will be required to settle the obligation and a reliable estimate can be made of the amount of the obligation.
Where the Group expects some or all of a provision to be reimbursed, for example under an insurance contract, the reimbursement is recognised as a
separate asset but only when the reimbursement is virtually certain. The expense relating to any provision is presented in the income statement net of
any reimbursement.

If the effect of the time value of money is material, provisions are determined by discounting the expected future cash flows at a pre-tax rate that
reflects current market assessments of the time value of money and, where appropriate, the risks specific to the liability.

Where discounting is used, the increase in the provision due to the passage of time is recognised as a finance cost.
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Notes to the Financial Statements

(xii) Share-based payment transactions

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

These benefits are in the form of options and all issues of options to related parties are subject to shareholder approval.

The cost of these equity-settled transactions are measured by reference to the fair value at the date at which they are granted. The fair value is
determined by an external valuer using a binomial model.

In valuing equity-based transactions, no account is taken of any performance conditions, other than conditions linked to the price of the shares of the
company (‘market conditions’).

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

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

No expense is recognised for awards that do not ultimately vest, except for awards where vesting is conditional upon a market condition.

The dilutive effect, if any, of outstanding options is reflected as additional share dilution in the computation of earmnings per share.

(xiii) Revenue

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

Interest

Revenue is recognised as the interest accrues (using the effective interest method, which is the rate that exactly discounts estimated future cash
receipts through the expected life of the financial instrument) to the net carrying amount of the financial asset.

(xiv) Income tax

(). Current tax assets and liabilities for the current and prior periods are measured at the amount expected to be recovered from or paid to the
taxation authorities. The tax rates and tax laws used to compute the amount are those that are enacted or substantially enacted by the balance
Sheet date.

(b). Deferred income tax is provided on all temporary differences at the balance sheet date between the tax bases of assets and liabilities and their
carrying amounts for financial reporting purposes.

Deferred income tax liabilities are recognised for all taxable temporary differences:

e except where the deferred income tax liability arises from the initial recognition of an asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects neither the accounting profit nor taxable profit or loss; and

e in respect of taxable temporary differences associated with investments in subsidiaries, associates and interests in joint ventures, except where
the timing of the reversal of the temporary differences can be controlled and it is probable that the temporary differences will not reverse in the
foreseeable future.

Deferred income tax assets are recognised for all deductible temporary differences, carry-forward of unused tax assets and unused tax 10sses,
to the extent that it is probable that taxable profit will be available against which the deductible temporary differences, and the carry-forward of
unused tax assets and unused tax losses can be utilised:

e except where the deferred income tax asset relating to the deductible temporary difference arises from the initial recognition of an asset or
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liability in a transaction that is not a business combination and, at the time of the transaction, affects neither the accounting profit nor taxable
profit or loss; and

e in respect of deductible temporary differences associated with investments in subsidiaries, associates and interests in joint ventures, deferred tax
assets are only recognised to the extent that it is probable that the temporary differences will reverse in the foreseeable future and taxable profit
will be available against which the temporary differences can be utilised.

The carrying amount of deferred income tax assets is reviewed at each balance sheet date and reduced to the extent that it is no longer probable
that sufficient taxable profit wil be available to allow all or part of the deferred income tax asset to be utilised.

Unrecognised deferred income tax assets are reassessed at each balance sheet date and are recognised to the extent that it has become
probable that future taxable profit will allow the deferred tax asset to be recovered.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the year when the asset is realised or the
liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at the balance sheet date.

Deferred tax assets and deferred tax liabilities are offset only if a legally enforceable right exists to set off current tax assets against current tax
liabilities and the deferred tax assets and liabilities relate to the same taxable entity and the same taxation authority.

Income taxes relating to items recognised directly in equity are recognised in equity and not in the income statement.

(xv) Other Taxes
Revenues, expenses and assets are recognised net of the amount of GST except:

e where the GST incurred on a purchase of goods and services is not recoverable from the taxation authority, in which case the GST is recognised as
part of the cost of acquisition of the asset or as part of the expense item as applicable; and

* receivables and payables are stated with the amount of GST included.
The net amount of GST recoverable from, or payable to, the taxation authority is included as part of - receivables or payables in the balance sheet.

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

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

(xvi) Leases

Lease payments for operating leases, where substantially all the risks and benefits remain with the lessor, are charged as expenses in the periods in
which they are incurred.

(xvii) Employee benefits

Provision is made for the economic entity’s liability for employee benefits arising from services rendered by employees to balance date. Employee
benefits expected to be settled within one year together with entitlements arising from wages and salaries and annual leave which will be settled after
one year, have been measured at the amounts expected to be paid when the liability is settled, plus related on-costs.

Contributions are made by the economic entity to employee superannuation funds and are charged as expenses when incurred.

(xviii) Comparatives

Where necessary, comparatives have been reclassified to be consistent with current year disclosures.
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Notes to the Financial Statements

CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$ $ $ $
3 REVENUE
Change in market value of investments held for trading 6,458 19,627 6,458 19,627
Interest received/receivable 321,054 273,166 320,996 273,047
Sundry income - 1,938 - 1,938
Management fees 289,290 295,615 289,290 295,615
Joint Venture contribution income - 660,000 - 660,000
616,302 1,250,346 616,744 1,250,227
4 LOSS BEFORE INCOME TAX EXPENSE
(@) Individually significant expenses/(revenues) included in loss before income tax expense
Proceeds on sale of property plant & equipment 37,000 - 37,000
Less: carrying amount of plant sold (53,551) - (51,551)
Net loss 16,551 - 14,551
Sl e o e R SO e e amen
b) Loss before income tax expense has been arrived after charging the following items:
Depreciation of plant & equipment 29,276 36,449 23,993 29,964
Exploration expenditure written off 2,193,690 1,760,837 2,193,690 1,760,837
Provision against loan to controlled entity - - 130,265 52,010
Occupancy expenses 115,320 94,134 110,283 89,248
Legal fees (822,612) 343,107 (822,612) 343,107
Provision for doubtful debts - (178,380) - (178,380)
Share based payments expense 323,644 - 323,644
Employee benefits expense (including shared based remuneration) 779,732 396,878 736,002 354,522
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5 INCOME TAX
CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$ $ $ $
Numerical reconciliation of income tax expense to prima facie tax payable
Loss from ordinary activities before income tax expense (2,398,703) (1,520,860) (2,422,743) (1,495,447)
Prima facie tax benefit on loss from ordinary activities at 30% (2007: 30%) (719,611) (456,258) (726,823) (448,634)
Tax effect of amounts which are not deductible (taxable) in calculating taxable income:
- Provision against loans to controlled entities - 39,080 15,603
- Accrued income
- Share-based payments 97,093 - 97,093
- Capital raising costs (12,095) (22,904) (12,095) (22,904)
- Permanent 3,362 = 3,362
- Provisions 1,916 75,000 1,837 75,000
- Doubtful debts (written back) - (63,514) - (53,514)
- Tax depreciation timing adjustments
- Rehabilitation provision
Tax effect of current year tax losses for which no deferred tax asset has been recognised 629,335 457,676 597,546 434,449
Income tax expense
Unrecognised temporary differences
Deferred tax assets (at 30%)
On income tax account
Capital raising costs 36,958 45,681 36,958 45,681
Provisions 24,033 - 23,772
Carry forward tax losses 9,506,493 8,877,158 6,068,422 5,470,876

9,567,484 8,922,839 6,129,152 5,516,557

Deferred tax liabilities (at 30%)
Investments (540 (6,690) (540) (6,690)

Capital tax losses (net) 926,233 926,233 108,722 108,722

As at 30 June 2008 the consolidated entity had estimated gross revenue tax losses of $31,891,613 (2007: $29,590,527) and estimated gross
capital losses of $3,087,443 (2007: $3,087,443) available to offset against future taxable income. These tax losses have not been brought to
account as the benefit cannot be regarded as being virtually certain of realisation.

The benefit of tax losses will only be obtained if:

e the consolidated entity derives future assessable income of a nature and of an amount sufficient to enable the benefit from the deductions for the
losses to be realised;
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e the consolidated entity continues to comply with the conditions for deductibility imposed by the tax legislation; and

no changes in tax legislation adversely affect the consolidated entity in realising the benefit from the deductions for the losses.

6 TRADE AND OTHER RECEIVABLES
Current
Trade receivables
GST refund due
Prepayments
Other receivables
Cash calls due in PEL-182 joint venture

Provision for doubtful debts

Collectability of Trade Debtors

These amounts generally arise from transactions outside the normal operating activities of the consolidated entity and are non-interest bearing. The other debtors do not

contain any impaired receivables.

7 PROPERTY, PLANT & EQUIPMENT
Plant & equipment at cost

Less: Accumulated depreciation

Mine Properties at cost

Capital works

Less: Provision for diminution in value

Total Property, plant and equipment

Movements in property, plant and equipment:
Balance at beginning of the year

Additions

Disposals

Joint venture assets

Depreciation expense

Balance at end of year

CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$ $ $ $
225,595 225,595
58,424 200,904 56,632 209,153
19,612 19,612
9,853 14,415 9,853 14,415
- 510,213 - 510,213
313,484 743,532 311,692 742,781
256,881 331,990 136,564 214,554
(180,847) (178,696) (88,316) (92,889)
76,034 153,294 48,248 121,665
3,567,448 3,567,448 -
1,336,322 1,336,322 -
4,903,770 4,903,770 -
(4,903,770) (4,903,770) -
76,034 153,294 48,248 121,665
153,294 150,000 121,665 111,886
10,584 20,829 7,144 20,829
(53,551) (51,551)
(5,017) 18,014 (5,017) 18,914
(29,276) (36,449) (23,993) (29,964)
76,034 153,294 48,248 121,665

The directors have provided for a diminution of the assets comprising the Uley graphite project. The farminee has exercised an option to determine whether to bring the plant into

commercial production.
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CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$ $ $ $
8  FINANCIAL ASSETS

Non-current
Shares and quoted options in listed companies 163,888 177,930 163,888 177,930
Shares in controlled entities - at cost (refer Note 19) - - 3,228,050 3,228,050
Less: provision for diminution in value - - (3,228,050) (3,228,050)
Loans to controlled entities - - 4,930,288 4,800,023
Less: provision for non-recovery - = (4,930,288) (4,800,023)
163,888 177,930 163,888 177,930

The company holds 711,515 (2007:711,515) and 1,001,591 (2007: 1,001,591) of the common shares and quoted options of Oil Basins Limited
respectively and 500,000 (2007:500,000) of the common shares of Australian Oil Company Limited. These financial assets are carried in the
financial statements at fair value.

The market value of the shares in both listed companies as at 24 September 2008 totals $127,770.

9  OTHER NON-CURRENT ASSETS

Non-current
Bank guarantee deposit - lease premises 25,649 25,649 25,649 25,649

10 TRADE AND OTHER PAYABLES
Other creditors and accruals (i) 755,957 1,154,639 753,636 1,151,197

(i) Other creditors and accruals are non-interest bearing and are
normally settled on 30 day terms

(i) There are two execultive directors (2007 —one) and one
employees (2007 —two) at reporting date.

11 PROVISIONS

Rehabilitation at Uley Graphite Mine 58,000 58,000 58,000 58,000
Legal costs (Refer to Note 16) = 750,000 = 750,000
58,000 808,000 58,000 808,000
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12 CONTRIBUTED EQUITY CONSOLIDATED AND PARENT ENTITY

CONSOLIDATED AND PARENT ENTITY

2008 2007 2008 2007
NUMBER OF SHARES $ $
(@) Issued and fully paid up capital Ordinary Shares 288,222,501 288,222,501 26,268,925 26,268,925
(b) Movements in issued and paid up ordinary capital of the Company during the past year were as follows:
NUMBER OF SHARES $ $
Balance at the beginning of year 288,222,501 230,577,999 26,268,925 23,000,632
Issues - -
 Pro rata issue at 6 cents each - 57,644,500 - 3,458,670
 Conversion of options 5
e Capital raising costs ) i
- - (190,377)
Balance at the end of year 288,222,501 288,222,501 26,268,925 26,268,925
The Company also has on issue the following options:
Date of Expiry Exercise Price Number
30 June 2009 15 cents 88,932,843
30 June 2010 15 cents 3,250,000
12 December 2012 10 cents 2,000,000
9 May 2013 5 cents 11,000,000
9 May 2014 7.5 cents 3,000,000
9 May 2015 10 cents 3,000,000

13 RESERVES AND ACCUMULATED LOSSES CONSOLIDATED

2008

Accumulated losses:

PARENT ENTITY
2008

Balance at the beginning of the year (20,880,307) (19,359,627) (20,930,228) (19,434,781)
Net loss attributable to members of the parent entity (2,398,703) (1,5620,680) (2,422,743) (1,495,447)
Balance at the end of the year (23,279,010) (20,880,307) (23,352,971) (20,930,228)
Reserves:

Share-based payments reserve

Balance at the beginning of the year 263,700 263,700 263,700 263,700
Option expense 323,644 323,644

Balance at the end of the year 587,344 263,700 587,344 263,700
Net unrealised gains reserve:

Balance at the beginning of the year 22,300 22,300

Net unrealised gain on available-for-sale investments (20,500) 22,300 (20,500) 22,300
Balance at the end of the year 1,800 22,300 1,800 22,300
Total Reserves 589,144 286,000 589,144 286,000
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Nature and purpose of reserves
The share-based payments reserve is used to recognise the fair value of options issued.

The net unrealised gains reserve is used to recognise the fair value changes on available—for—sale investments.

14. KEY MANAGEMENT PERSONEL DISCLOSURES

Compensation of Key Management Personnel

Consolidated Parent Entity
2008 2007 2008 2007
$ $ $ $
Short-Term 745,041 771,342 745,041 771,342
Post Employment 26,848 29,918 26,848 29,918
Equity 323,644 - 323,644
1,095,533 801,260 1,095,533 801,260

Transactions with Directors or Director Related Entities
Consultancy services

Mr J A Salomon is a Principal of Southern Star Oil & Gas Consultants which has provided technical consultancy services to the company on normal
terms and conditions. Amounts paid to this business during the year in respect of professional services rendered are included in remuneration of
directors.

Mr A Rechner is an employee of Tangram Pty Ltd which provided exploration and administrative consultancy services to the Company on normal terms
and conditions. Amounts paid to this company during the year in respect of professional services rendered are included in remuneration of directors.

Indemnification

Refer to note 16 in relation to legal fees paid by the Company in relation to issues pertaining to Mr Rechner. Al fees paid by the Company have since
been reimbursed by Mr Rechner.

Sale of asset

During the year, Mr Rechner purchased the company motor vehicle at arm’s length valuation.
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Shareholdings

Year Ended 30 June 2008
Number of Shares held by Directors & Executives
Balance 1 July

2007
Directors
Anthony Rechner* 30,823,131
Jim Crab 1,342,934
John Roy 2,250,000
Jonathan Salomon
Linda Bell 19,500
Executive
lan Barr
TOTAL 34,435,565
Year Ended 30 June 2007
Number of Shares held by Directors & Executives
Balance 1
July 2006
Directors
Anthony Rechner* 14,312,704
Jim Craib 1,146,700
John Roy 1,000,000
Executive
Linda Bel 19,500
lan Barr
TOTAL 16,478,904

* Resigned 14 September 2007

Received as
Remuneration

Received as
Remuneration

Options
Exercised

Options
Exercised

Notes to the Financial Statements

Net Change
Other

1,000,000

2,500,000
3,500,000

Net Change
Other

16,610,427

196,234
1,250,000

17,956,661

Balance at date
of resignation

30,823,131

30,823,131

Balance 30
June 2007

30,823,131

1,342,934

2,250,000

19,500

34,435,565
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Option holdings
Year Ended 30 June 2008
Number of Options held by Directors & Executives
] estdmtauneoos |
o lmslim
July 2007 Remuneration Exercised retirement June 2008 Total Exercisable | Exercisable
Directors
Anthony Rechner 2,252,010 - - 2,252,010
Jonathan Salomon - 9,000,000 - 9,000,000 9,000,000 3,000,000 6,000,000
Jim Craib 1,167,867 2,000,000 - 3,167,867 3,167,867 3,167,867
John Roy 1,250,000 2,000,000 - 3,250,000 3,250,000 3,250,000
Linda Bell 250,000 2,000,000 - 2,250,000 2,250,000 2,250,000
Executives
lan Barr - 4,000,000 - 4,000,000 4,000,000 4,000,000
TOTAL 4,919,877 19,000,000 2,252,010 21,667,867 21,667,867 15,667,867 6,000,000
Year Ended 30 June 2007
Number of Options held by Directors & Executives
Balance 1 Granted as Options Net Change Balance 30 June 2007
July 2006 Remuneration Exercised Other (all vested & exercisable)
Directors
Anthony Rechner 2,252,010 - - - 2,252,010
Jim Craib 1,000,000 - - 167,867 1,167,867
John Roy 1,000,000 - - 250,000 1,250,000
Executives
Linda Bell 250,000 - = = 250,000
an Barr
TOTAL 4,502,010 417,867 4,919,877
15 REMUNERATION OF AUDITORS
CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$ $ $ $
Auditors of parent entity:
Audit and review of financial report 26,604 20,776 26,604 20,776
Other services (tax) 4,657 3,557 4,657 3,557
31,261 24,333 31,261 24,333
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16 CONTINGENT ASSETS AND LIABILITIES
Assets

Three mineral tenements in South Australia, Cultana EL3547, Tregalana EL 3538 and Whyalla EL 3098, were the subject of a Sale and Purchase
Agreement to private company U Energy Pty Ltd (UEP). The sale of SER's interests in the tenements for four million fully paid ordinary shares in
UEP is subject to UEP obtaining access permission from the Department of Defence by 31st August 2008 for the drilling of at least one hole to 800
metres depth, and to UEP receiving conditional approval from the Australian Securities Exchange for its ordinary shares to be listed for quotation on
the ASX.

Liabilities
Mr Anthony Rechner, Former Chairman and Managing Director of the company, has been convicted of misleading statements in 2003 in relation

to the Myall Creek joint venture project in South Australia. Mr Rechner repaid all legal costs which had been paid by the company. Since the action
against Mr Rechner has been successiul, the company may incur a potential liability which is unquantifiable at this time.

17 COMMITMENTS
Exploration Commitments

In order to maintain current rights to tenure to exploration and mining tenements, the consolidated entity has the following discretionary exploration
expenditure requirements up until expiry of leases. These obligations, which may be varied from time to time and which are subject to renegotiation
upon expiry of the lease are not provided for in the financial report and are payable:

CONSOLIDATED PARENT ENTITY

2008 2007 2008 2007
$ $ $ $
Not later than one year 913,000 1,500,000 913,000 1,500,000
After one year but less than two years 4,813,000 1,137,000 4,813,000 1,137,000
After two years but less than five years 15,231,000 3,725,000 15,231,000 3,725,000

After five years - - -
20,957,000 6,362,000 20,957,000 6,362,000

Within the oil and gas industry it is common practice for companies to farm-out, transfer or sell a portion of their exploration rights to third parties or to
relinquish some exploration and mining tenements altogether, and as a result obligations will be significantly reduced or extinguished altogether. During
prior years the Company concluded a number of farm-out agreements which resulted in the company only being responsible for a share of the work
programs. The farm-in partners also expended funds on the permits during the year which resulted in work programs for certain years being met.

These figures include the company’s share of Joint Venture Exploration commitments but do not include the total Joint Venture Exploration
Commitments disclosed in note 25.

Operating Lease Commitments CONSOLIDATED PARENT ENTITY
2008 2008
$ $ $ $
Not later than one year 103,133 97,842 103,133 97,842
After one year but not later than five years 62,881 157,637 62,881 157,637
166,014 255,479 166,014 255,479

STRATEGIC ENERGY RESOURCES LIMITED | ANNUAL REPORT 2008



Notes to the Financial Statements

There are two operating leases. The first is a rental lease on the Company’s premises. The lease expires on 7 December 2009 with an option to
renew for a further three years until 7 December 2012, The lease will be renewed or a lease for new premises entered into. The second lease is for
office equipment.

18 RELATED PARTIES
Wholly-owned Group Transactions

Strategic Energy Resources Limited provides working capital to all its wholly-owned subsidiaries aggregating $130,265 which has besn provided
against during the financial year. Transactions between the parent entity and the wholly-owned subsidiaries consist of interest free unsecured loans
which have no fixed repayment terms,

Other related party transactions

Disclosures relating to key management personnel are set out in note 14.

19 INVESTMENT IN CONTROLLED ENTITIES

Details of investments in ordinary share capital of controlled entities is as follows:

Cost of Parent Entity’
Equ'ty HOIdlng w
Name of Entity Place of _ 1 men

Incorporation 2008 2007 2008 2007

Parent Entity $ $
Strategic Energy Resources Ltd Australia -

Controlled Entities

Tarcoola Gold Limited Australia 100 100 3,228,050 3,228,050
Strategic Energy Graphite Pty Ltd Australia 100 100 -

3,228,050 3,228,050

20 PLACE OF INCORPORATION

The Company and its controlled entities are domiciled and incorporated in Australia and its principal place of business is Perth, Western Australia.

21 EVENTS SUBSEQUENT TO REPORTING DATE

There has not arisen in the interval between 30 June 2008 and the date of this report any matter, item, transaction or event of a material or unusual
nature, that in the opinion of the directors of the Company, would significantly affect the operations of the Economic Entity, the results of those
operations or the state of affairs of the Economic Entity in subsequent financial years, apart from the following:

(i) the change of company name and status to Strategic Energy Resources Limited on 17 July 2008.

22 SEGMENT REPORTING

The company operates predominantly in one industry and one geographical segment, being the Mining industry within Australia. Exploration is
undertaken in Western Australia, South Australia and Victoria. The operations in Western Australia relate to the exploration for Nickel, whilst the activities
in Victoria relate to the exploration for oil and gas as well as for Nickel. The operations in South Australia relate to exploration for oil and gas as well as
gold and care of a graphite mine.
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Primary reporting format — business segments

Exploration for Metals and . . .
Exploration for Oil and Gas Consolidated

2008 2007 2007 2008 2007
$ $ $ $

$ $
Segment revenue
Other revenue - 210,000 616,302 1,040,346 616,802 1,250346
Total segment revenue - 210,000 616,802 1,040,346 616,802 1,250,346
Intersegment elimination -
Consolidated revenue 616,802 1,250,346
Segment result
Segment result (170,043) (249,112) (2,228,660) (1,271,568) (2,398,703) (1,520,680)
Intersegment elimination B
Loss before income tax (2,398,703) (1,520,680)
Income tax expense -
Loss for the year (2,398,703) (1,520,680)

Segment assets and liabilities

Segment assets 76,284 53,364 4,316,732 7,583,893 4,393,016 7,637,257
Intersegment elimination -
Total assets 4,393,016 7,637,257
Segment liabilities 60,321 61,441 3,518,738 5,613,177 3,579,059 5,674,618
Intersegment elimination -
Total liabilities 3,579,059 5,674,618

Other segment information

Acquisitions of property, plant and equipment, 3.440 i 7144 0,829 10,584 00,829
intangibles and other non-current segment assets ’ ’ ' ’ '
Depreciation expense 5,283 6,485 23,993 29,964 29,276 36,449
Doubtful debts expense - - - (178,380) - (178,380)
Intersegment elimination - - - - -
Total doubtful debts expense - - - (178,380) - (178,380)
23  LOSS PER SHARE 2008
Cents per Share

a) Basic loss per share (0.83) (0.61)
)} Net loss used in calculating: $ $

* Basic loss per share (2,398,703) (1,520,680)
c) Weighted average number of ordinary shares outstanding during the Number Number

year used in calculating basic loss per share

288,222,501 248,739,966

* Diluted loss per share is not disclosed as it does not show an inferior position.
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24 FINANCIAL INSTRUMENTS
Interest Rate Risk Exposures

The Consolidated Entity and the Company's exposure to interest rate risk is the risk that the financial instrument's value will fluctuate as a result of
changes in market interest rates and the effective weighted average interest rate on classes of financial assets and liabilities. The Consolidated Entity
and the Company do not have a major exposure in this as the interest rate earned on deposited funds does not vary greatly from month to month.
The policy is to monitor the interest rate yield curve out to 120 days to ensure a balance is maintained between the liquidity of cash assets and the
interest rate return.

The Consolidated Entity and the Company’s exposure to interest rate risk and the effective weighted average interest rate for classes of financial assets
and financial liabilities is set out below:

Consolidated entity

Fixed Interest Less than 1
year

2008 2007 2008 2007 2008 2007

Floating Interest rate

Non-interest Bearing

Financial Assets

Cash and cash 756,654 695,997 3,057,307 5,840,855 - - 3,813,961 6,536,852
equivalents
Trade and other - - 313,484 743,632 313,484 743,532
receivables
Financial assets - - 163,888 177,930 163,888 177,930
Other - 25,649 25,649 - - 25,649 25,649

756,654 695,997 3,082,956 5,866,504 477,372 921,462 4,316,982 7,483,963
Interest rate 7.04% 3.63% 4.98% 5.85%
Financial
Liabilities
Trade and other = = = = 755,955 1,154,639 755,955 1,154,639
payables - -

- - - - 755,955 1,154,639 755,955 1,154,639

Interest rate
Net financial
assets/(liabilities) 756,654 695,997 3,082,956 5,866,504 (278,583) (233,177) 3,561,027 6,329,324
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Parent

Financial Assets

Fixed Interest Less than 1
year

2008

Floating Interest rate

2008

2007 2007

Non-interest Bearing

2008 2007

Cash and cash 709,950 675,014 3,057,307 5,840,855 - 3,767,257 6,515,869
equivalents
Trade and other 311,692 743,532 311,692 743,532
receivables
Financial assets 163,888 177,930 163,888 177,930
Other 25,649 25,649 - 25,649 25,649

709,950 675,014 3,082,956 5,866,504 475,580 921,462 4,268,486 7,462,980
Interest rate 7.04% 3.63% 4.98% 5.85%
Financial Liabilities
Trade and other - - - 753,636 1,151,198 753,636 1,151,198
payables - -

- - 753,636 1,151,198 753,636 1,151,198

Interest rate
Net finan_cia_l_ ]
assets/(liabilities) 709,950 675014 3,082,956 5,866,504 (278,056)  (229.736) 3,514,850 6,311,782

Credit Risk Exposures

The economic entity does not have any significant credit risk exposure to any single counterparty or any group of counterparties having similar
characteristics. The carrying amount of financial assets recorded in the financial statements, net of any provisions for losses, represents the economic
entity’'s maximum exposure to credit risk.

The Company's maximum exposure to credit risk at the reporting date was as detailed below:

Financial assets

Cash and cash equivalents
Trade and other receivables
Other financial assets
Security deposits

Total financial assets

$ $ $

$
3,813,961 6,536,852 3,767,257 6,515,869
313,484 743,532 311,692 743,532
163,888 177,930 163,888 177,930
25,649 25,649 25,649 25,649
4,316,982 7,483,963 4,268,486 7,462,980

As the Consolidated Entity and Company has a low level of debtors and no other crediit risk, a formal credit risk management policy is not maintained.
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Net Fair Values

The financial assets and liabilities included in current assets and current liabilities in the statement of financial position are carried at amounts that
approximate net fair values,

Foreign currency risk management

The Consolidated Entity and the Company is exposed to fluctuations in foreign currencies arising from costs incurred from overseas suppliers.
Overseas expenses are paid at the spot rate applicable on the date that the invoice is received.

The Consolidated Entity and Company undertake certain transactions denominated in foreign currencies, hence exposures to exchange rate
fluctuations arise. There is currently no risk management policy in place to manage exchange rate fluctuations.

There are no foreign currency denominated monetary assets and monetary liabilities at balance date.

Liquidity Risk
Liouidity risk is the risk that the Consolidated Entity and the Company will not be able to meet its financial obligations as they fall due. The only financial

obligation the Consolidated Entity and the Company have is trade creditors and other payables. There are no contractual liabilities in place apart from
the commitments identified in notes 17 and 25.

The company has not conducted a sensitivity analysis on credit or interest rate risk as the amounts are not considered significant.

25 INTEREST IN JOINT VENTURE OPERATIONS

Strategic Energy Resources Limited (SER) has entered into a farm-out Agreement with AUDAX, whereby AuDAX will earn 49.9% by free carrying
SER through expenditures of $4.75 million in this permit. A further farmout has been granted to the Australian Oil Company Ltd (AOC) over a 12.5%
interest in the permit which requires AOC to meet 25% of driling and development costs for the first 5 wells. SER was free carried until February
2007. Since then, SER is contributing 12.6% of the expenditure incurred by the Joint Venture.

For the year ended 30 June 2008, the contribution of the joint venture to the operating loss of the Company and the consolidated entity was nil
(2007: nil). The value of the Company's 37.6% share of oil and gas extracted during the year was nil (2007 nil).

As stated in note 2(c)(iii), the Group’s investment in its joint venture operation is accounted for by recognising the Group’s assets and liabilities from the
joint venture, as well as expenses incurred by the Group and the Group’s share of income earned from the joint venture, in the consolidated financial
statements. The Group’s interest in its joint venture operation was previously accounted for by writing off its contributions to exploration expenditure in
the income statement or carrying forward expenditure to the extent that it meets the criteria set out in note 2(c) (v).
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The Company’s 37.6% share of the assets, liabilities, revenue and expenses of the jointly controlled operation, which are included in the consolidated
financial statements, are as follows:

CONSOLIDATED PARENT
2008 2007 2008 2007
$ $ $ $

Current assets
Cash and cash equivalents 250,671 349,590 250,671 349,590
Trade and other receivables 16,418 700,992 16,418 700,992
Total current assets 267,089 1,050,582 267,089 1,050,582
Non-current assets
Property, plant and equipment 13,897 18,914 13,897 18,914
Total Non-Current assets 13,897 18,914 13,897 18,914
Current liabilities
Trade and other payables 166,055 872,684 166,055 872,684
Total current liabilities 166,055 872,684 166,055 872,684
Exploration expenditure written off (114,931) (196,812 (144,931) (196,812

Joint Venture Exploration Commitments

On the assumption the contractual obligations of all JV parties are met in a timely fashion the consolidated entity has the following exploration
expenditure requirements to comply with the work program provided in the joint venture agreement. These obligations are not provided for in the
financial report and are payable:

CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$ $ $ $
Not later than one year 5,500,000 5,500,000 5,500,000 5,500,000
After one year but less than two years 8,000,000 8,000,000 8,000,000 8,000,000
After two years but less than five years 8,000,000 8,000,000 8,000,000 8,000,000
21,500,000 21,500,000 21,500,000 21,500,000

26 SHARE BASED PAYMENTS
The following share based payments were made during the financial year:
e 2,000,000 options expiring 12 December 2012 exercisable at 10 cents.
* 17,000,000 options expiring 9 May 2013 exercisable at 5 cents
e 3,000,000 options expiring 9 May 2014 exercisable at 7.5 cents.
¢ 3,000,000 options expiring 9 May 2015 exercisable at 10 cents.
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The expense recognised in the income statement in relation to share-based payments is disclosed in note 4.

The following table illustrates the number (No.) and weighted average exercise prices (WAEP) of and movements in share options issued during the

year:
2008 2008 2007 2007
No. WAEP No. WAEP
QOutstanding at the beginning of the year 3,250,000 0.15 3,250,000 0.15
Granted during the year 19,000,000 0.067
Forfeited during the year - -
Exercised during the year - -
Expired during the year - -
QOutstanding at the end of the year 22,250,000 0.079 3,250,000 0.15
Exercisable at the end of the year 16,250,000 0.076 3,250,000 0.15

The outstanding balance as at 30 June 2008 is represented by:
e 3,250,000 options over ordinary shares with an exercise price of $0.15 each, exercisable until 30 June 2010.
e 2,000,000 options expiring 12 December 2012 exercisable at 10 cents.
¢ 17,000,000 options expiring 9 May 2013 exercisable at 5 cents
¢ 3,000,000 options expiring 9 May 2014 exercisable at 7.5 cents.
* 3,000,000 options expiring 9 May 2015 exercisable at 10 cents.

The weighted average remaining contractual life for the share options outstanding as at 30 June 2008 is 5 years (2007: 3 years).
The weighted average exercise price for options outstanding at the end of the year was $0.079 (2007: $0.15).
The weighted average fair value of options granted during the year was 0.023 cents (2007: nil cents).

The following table lists the inputs to the model used for the year ended 30 June 2008:

2008 2007

Dividend vield (%)

Expected volatiity (%) 150
Risk-free interest rate (%) 6.5
Expected life of options (years) 5-7
Option exercise price ($) 0.05-0.10
Weighted average share price at grant date ($) 0.033

The expected life of the options is based on historical data and is not necessarily indicative of exercise patterns that may occur. The expected volatility
reflects the assumption that the historical volatility is indicative of future trends, which may also not necessarily be the actual outcome. No other features
of options granted were incorporated into the measurement of fair value.

The fair value of the cash-settled options is measured at the grant date using the binomial options pricing model taking into account the terms and
conditions upon which the instruments were granted. The services received and a liability to pay for those services are recognised over the expected
vesting period. Until the liability is settled it is remeasured at each reporting date with changes in fair value recognised in profit or 10ss.
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Additional Stock Exchange Information

The additional information set out below as it relates to shares and options was applicable at 26th September 2008.

SHARES

DISTRIBUTION OF SHAREHOLDINGS

Size of holding Number of Holders Number of Shares

1 - 1,000 1,021 217,782

1,001 - 5,000 462 1,334,923

5,001 - 10,000 444 3,611,535

10,001 - 100,000 1,411 56,494,598

100,001 and over 440 226,563,663
3,778 288,222,501

Number of shareholders with less than a marketable parcel of $500 at 1.9¢ per share 2,533.
TWENTY LARGEST SHAREHOLDERS

1 EERC Australasia Pty Ltd (S/F Account) 31,000,000 10.756%

2 ANZ Nominegs Limited (Cash Income A/C) 5,850,763 2.030%

8 HBSC Custody Nominees (Australia Ltd) 5,481,573 1.902%

4 Reef Securities Ltd 5,268,879 1.828%

5 Dr Nithiananthan Jeevarajah 3,490,000 1.211%

6 Seawell Super Pty Ltd (Seawel S/F A/C) 3,250,000 1.128%

7 Alister John Forsyth 3,213,334 1.115%

8 Mr Alban Horst Hasslinger 3,200,000 1.110%

9 Tarmel Pty Limited <Superannuation Fund Account> 2,763,074 0.959%

10 llawong Investments Pty Ltd (The Cocks Super Fund No 1 A/C) 2,500,000 0.867%

1 Success Oil Company Ltd 2,500,000 0.867%

12 Brodrick Nominees Pty Ltd <Ath & Co Serv Pty S/F A/C> 2,400,000 0.833%

13 Jestar Pty Limited <Vagg Family Super Fund A/C> 2,200,000 0.763%

14 Boussal Pty Ltd (Johnston Super Fund A/C) 2,200,000 0.763%

15 Mr John Anthony Hellier and Mrs Dorothy May Hellier 2,027,500 0.703%

16 Mrs Christine Myra Whitesman 1,950,000 0.677%

17 Mr Robert Neil Sheather & Mrs Erika Sheather 1,796,000 0.623%

18 Tradcorp Pty Ltd 1,600,000 0.555%

19 Paso Holdings Pty Ltd 1,500,000 0.520%

20 Uniteam Marketing Limited 1,500,000 0.520%

Top 20 largest shareholders 85,691,123

Total Shares Issued 288,222,501
SUBSTANTIAL SHAREHOLDERS

Name No of shares
EERC Australasia Pty Ltd (S/F Account) 31,000,000
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Additional Stock Exchange Information

VOTING RIGHTS

Al ordinary shares issued by the Company carry one vote per share without restriction.

OPTIONS Exercisable at 15 cents by 30 June 2009
DISTRIBUTION OF OPTIONHOLDINGS

Size of holding Number of Holders Number of Options

1 - 1,000 114 57,583

1,001 - 5,000 315 910,285

5,001 - 10,000 141 1,062,361

10,001 - 100,000 303 11,018,135

100,001 and over 131 75,884,479
1,004 88,932,843

TWENTY LARGEST OPTIONHOLDERS

For options exercisable at 15 cents by 30th June 2009 No. Units % Capital
1 Jestar Pty Limited <Vagg Family Super Fund A/C> 4,468,470 5.025%
2 Mr Alban Horst Hasslinger 3,685,000 4.144%
3 Synthe Pty Ltd 3,169,002 3.563%
4 Reef Securities Limited 3,030,416 3.408%
5 Mr Steven Jan Zielinksi and Mrs Karen Lyn Ziglinski 3,000,000 3.373%
6 Schamander Nominees Pty Ltd 3,000,000 3.373%
7 TPIC Py Ltd 2,118,810 2.382%
8 Mr Nicolas Terranova 2,100,000 2.361%
9 lanball Investments Pty Ltd 2,050,000 2.305%
10 | Kirke Securities Limited 1,960,000 2.204%
11 MrAnthony John Quartermaine 1,400,000 1.574%
12 | MrVincenzo Brizzi & Mrs Rita Lucia Brizzi <Brizzi Family S/F A/C> | 1,310,000 1.473%
13 | Omen Pty Ltd 1,252,010 1.408%
14 | GBE Property Pty Limited 1,205,000 1.355%
15 | Alister John Forsyth 1,146,667 1.289%
16 | llawong Investments Pty Ltd <The Cocks S/Fund No 1 A/C> 1,126,000 1.266%
17 | Dover Gardens Pty Ltd 1,113,000 1.252%
18 | FNL Investment Pty Ltd 1,105,000 1.243%
19 Suwarna Corporation Pty Ltd 1,040,000 1.169%
20 ' MrAnthony Markland O'Connell & Mrs Bernice Dorothy O'Connell 1,000,000 1.124%

Top 20 largest optionholders 40,279,375

Total Options Issued 88,932,843
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Tenement Schedule

PETROLEUM

VIC Gippsland Basin VIC P41 17.5% Bass Strait Oil & Gas* 45%
Moby Oil & Gas Ltd 30%
Ol Basins Ltd 7.5%

JOINT VENTURER

VIC P47 25% Bass Strait Oil & Gas™ 40%
Moby Ol & Gas Ltd 35%
Gilbert 10% Gippsland Offshore Petroleum Ltd
Moby 25% Gravity Capital Ltd
VIC P65 100%"
SA Cooper Basin PEL - 182 37.6% Audax Resources Ltd* 49.9%

Australian Oil Company Ltd 5.0%

Dome Petroleum 7.5%

Uley ML5561 100%
ML5562 100%
EL 3414 100%
RL66 and RL67 100%
Falconbridge E38/1970 50%
P38/3381 50%
P38/3382 50%
P38/3383 50%
P38/3384 50%
Carr Boyd E31/491 70%
E31/492 70%
Victoria EL5039 100%
EL5040 100%
o Tregalana EL 3538 (formerly EL 2800) 50% Minotaur *
¢ Whyalla EL 3098 100% Minotaur *
o Cultana EL 3547 75% Minotaur *
* Operator

¢ Sold to a third party, subject to certain conditions
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