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INVESTMENT STATEMENT FOR OFFER OF SHARES AND OPTIONS

For an offer of up to 125,000,000 ordinary shares with free attaching options in Central Petroleum Limited

Important Note:  This Investment Statement is being circulated with the Australian Prospectus relating to the offer of shares and options in Central Petroleum Limited dated 12 September 2005, and should be read in conjunction with the Australian Prospectus.  Unless the context requires otherwise, terms defined in the Australian Prospectus bear the same meaning in this Investment Statement.

IMPORTANT INFORMATION

(The information in this section is required under the Securities Act 1978)

Investment decisions are very important. They often have long-term consequences. Read all documents carefully. Ask questions. Seek advice before committing yourself.

CHOOSING AN INVESTMENT

When deciding whether to invest, consider carefully the answers to the following questions that can be found on the pages noted below.
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In addition to the information in this document, important information can be found in the current Australian Prospectus for the investment. You are entitled to a copy of that Prospectus on request.

CHOOSING AN INVESTMENT ADVISER

You have the right to request from any investment adviser a written disclosure statement stating his or her experience and qualifications to give advice. That document will tell you:

•
whether the adviser gives advice only about particular types of investments; 

•
whether the advice is limited to the investments offered by 1 or more particular financial organisations; and

•
whether the adviser will receive a commission or other benefit from advising you.

You are strongly encouraged to request that statement. An investment adviser commits an offence if he or she does not provide you with a written disclosure statement within 5 working days of your request. You must make the request at the time the advice is given or within 1 month of receiving the advice.

In addition:

•
if an investment adviser has any conviction for dishonesty or has been adjudged bankrupt, he or she must tell you this in writing; and

•
if an investment adviser receives any money or assets on your behalf, he or she must tell you in writing the methods employed for this purpose.

Tell the adviser what the purpose of your investment is. This is important because different investments are suitable for different purposes.

CENTRAL PETROLEUM LIMITED

INVESTMENT STATEMENT FOR OFFER OF SHARES AND OPTIONS

This Investment Statement is an important document. If you are in any doubt about what action to take, you should consult your financial or legal adviser immediately.  You should also carefully read the relevant Australian Prospectus circulated with this Investment Statement.

Introduction

This is an Investment Statement for the purposes of the Securities Act 1978 for offers in New Zealand of shares and options in Central Petroleum Limited (the Company or Central Petroleum).
It is dated and was prepared on 11 October 2005.

Central Petroleum has also issued an Australian Prospectus dated 12 September 2005 (the Prospectus).  A copy of the Prospectus has been circulated with this Investment Statement.

In summary, under the Prospectus and this Investment Statement:

· Central Petroleum offers up to 125,000,000 ordinary shares, at AU$0.20 each (the Shares) to raise up to AU$25,000,000, with the minimum subscription being for 75,000,000 Shares representing AU$15,000,000; and

· for every two Shares issued each allotee will be granted one free attaching option to acquire an ordinary share in the Company exercisable at AU$0.20 by no later than 5.00 pm Australian Western Standard Time on 30 June 2007 (the Options)

(collectively, the Offer).

Central Petroleum is a petroleum exploration company whose goal is to become the pre-eminent exploration and production organisation in the central Australian region.

Subject to listing on the official list of ASX, the Company’s operating portfolio of some 165,000 square km will include most of the available prospective acreage in Central Australia, including the Pedirka and the Amadeus Basins.

The Company’s initial focus is on early monetisation of potential oil discoveries.  The following are the highlights of the Company’s operations following the Offer: 

· one well in each of three prospects (Avalon, Blamore and Johnstone) with 300 MMbbl oil potential at “high” discovery level;

· a total of six wells in its first two year programme targeting 300 MMbbl oil and 3.4 TCFG potentially recoverable resources at “high” discovery estimate;

· a mix of advanced previously drilled technical success prospects for appraisal drilling, undrilled prospects, leads and frontier basin grass roots exploration;

· established farmouts giving access to advanced technology drilling rigs;

· a pre-feasibility study of Gas to Liquids plant in central Australia aimed at monetisation and potential value adding to possible gas discoveries; and

· access to prospective ground with drilled evidence of gas of high 6% helium content, a well-priced commodity and a memorandum of understanding with the BOC Global Helium, Inc., one of the world’s leading suppliers of helium, for potential joint development and marketing of any helium discoveries.

The following information summarises the Company’s intended use of funds following a successful completion of the Offer.

	Two-year programme
	(Maximum raising AU$25,000,000)
	(Minimum raising AU$15,000,000)

	Pre-fundraising cash
	100,000
	100,000

	Total raised by the Offer
	25,000,000
	15,000,000

	Total
	25,100,000
	15,100,000

	Administration and general Company overheads
	2,600,000*
	2,000,000

	Acquisition costs and permit grants, bonds and stamp duty
	420,000
	420,000

	Brokers fees
	1,375,000
	825,000

	Expenses of the Offer
	41,000
	41,000

	Working capital
	764,000
	583,000


	Costs associated with further studies on possible GTL plant applications
	
500,000
	
-

	Appraisal drilling and exploration wells plus seismic including minimum exploration expenditure on permits yet to be granted
	

18,700,000
	

10,825,000

	Total expenditure years one and two
	24,400,000
	14,694,000

	Surplus
	700,000
	406,000


*An additional AU$600,000 will be incurred in employee and ancillary administration costs if the maximum is raised as additional project management of assets and expenditure will be required.

The capital structure of the Company following a successful completion of the Offer is summarized below.

	Assuming the maximum of AU$25,000,000 raised
	Shares
	%
	Options
	%

	Existing shares and options (1) on issue
	36,742,002
	18
	17,096,001
	17

	Broker commission (4)
	-
	-
	4,225,000
	4

	Shares and Options (2) issued under the Offer
	125,000,000
	62
	62,500,000
	62

	Shares and options (3) issued to acquire Frontier and Ordiv (refer to “What are the charges?/Charges payable by Central Petroleum” below)
	23,500,000
	1
	8,000,000
	8

	Shares and options (3) issued to acquire Helium (refer to “What are the charges?/Charges payable by Central Petroleum” below)
	17,500,000
	9
	8,500,000
	9

	Total shares and options on issue at completion of Offer
	202,742,002
	100
	100,321,001
	100

	Assuming the minimum of AU$15,000,000 raised
	Shares
	%
	Options
	%

	Existing shares and options (1) on issue
	36,742,002
	24
	17,096,001
	23

	Broker commission (4)
	
	-
	4,225,000
	6

	Shares and Options (2) issued under the Offer
	75,000,000
	49
	37,500,000
	50

	Shares and options (3) issued to acquire Frontier and Ordiv (refer to “What are the charges?/Charges payable by Central Petroleum” below)
	23,500,000
	15
	8,000,000
	10

	Shares and options (3) issued to acquire Helium (refer to “What are the charges?/Charges payable by Central Petroleum” below)
	17,500,000
	12
	8,500,000
	11

	Total shares and options on issue at completion of Offer
	152,742,002
	100
	75,321,001
	100


(1)
12,896,001 options are exercisable at AU$0.20 each on or before 30 June 2007 and 4,200,000 options are exercisable at AU$0.20 each on or before 31 May 2010.

(2)
62,500,000 Options (at maximum subscription) would be exercisable at AU$0.20 each on or before 30 June 2007.

(3)
16,500,000 options exercisable at AU$0.20 each within 5 years of date of issue.

(4)
4,225,000 unlisted options exercisable at AU$0.20 each not less than 24 months after expiration of any ASX escrow arrangement.

Further details of the strategy of Central Petroleum and the use of proceeds of the Offer are set out in sections 1 (“Company and Investment Highlights”) and 5 (“Company and Project Overview”) of the Prospectus.

This Offer opens in New Zealand on 12 October 2005 and closes in New Zealand on 27 October 2005 (the Closing Date), subject to the right of Central Petroleum to vary the Closing Date of the Offer, including closing the Offer before the scheduled Closing Date without prior notice and extending the Offer.

What sort of investment is this?

The Shares
Central Petroleum is offering up to 125,000,000 ordinary shares, at AU$0.20 each to raise up to AU$25,000,000, with the minimum subscription being for 75,000,000 Shares representing AU$15,000,000.The Shares are fully paid ordinary shares in Central Petroleum.  Upon allotment and issue, all the Shares will rank equally with the existing fully paid ordinary shares in the capital of Central Petroleum in all respects.

The rights attaching to the Shares are set out in the Constitution of Central Petroleum and, in certain circumstances, are regulated by the Australian Corporations Act 2001, the Australian Stock Exchange (ASX) Listing Rules, the ASTC settlement rules and the general law of Australia.

In summary, each Share gives its holder the following rights:

Voting
Subject to any special rights or restrictions for the time being attached to any class or classes of shares in the Company (at present there are none), at a general meeting, every Shareholder present in person or by proxy, representative or attorney will have a vote on a show of hands and, on a poll, one vote for each share held.
Notices
Each Shareholder will be entitled to receive notice of, and to attend and vote at, general meetings of the Company and to receive all notices, accounts and other documents required to be furnished to Shareholders under the Constitution or the Australian Corporations Act 2001.

Dividends
Subject to any special rights of the holders of any shares as to a dividend (at present there are none), any dividend declared shall be payable on all Shares in the same proportion as the amount paid (rather than the amount credited) is to the total amounts paid and payable (excluding amounts credited) in respect of such Shares.

Winding-up
If the Company is wound up, the liquidator may, with the authority of a special resolution, divide among the Shareholders in kind the whole or any part of the property of the Company and may for that purpose set a value as the liquidator considers fair upon any property to be so decided and may determine how the division is to be carried out as between Shareholders or different classes of Shareholders.  At the commencement of the winding up, shares classified by ASX as restricted shares shall rank on a return of capital after all other shares.

Free transferability
Subject to the Company’s Constitution, the Australian Corporations Act 2001 and the ASX Listing Rules, the Shares are freely transferable.

Increases in Share Capital and Issue of Shares
Unissued shares shall be under the control of the directors and, subject to the Australian Corporations Act 2001 and the ASX Listing Rules, the directors may at any time issue such number of shares either as ordinary shares or shares of a named class or classes (being either an existing class or a new class) and with such preferred, deferred, or other special rights or such restrictions, whether with regard to dividend, return of capital or otherwise, as the directors shall, in their absolute discretion, determine.

ASX Listing Rules
If the Company is admitted to the Official List of the ASX, then despite anything in the Constitution of the Company, if the ASX Listing Rules prohibit an act being done, the act must not be done.  Nothing in the Constitution prevents an act being done that the ASX Listing Rules require to be done.  If the ASX Listing Rules require an act to be done or not to be done, authority is given for that act to be done or not to be done (as the case may be).  If a provision of the Constitution is or becomes inconsistent with the ASX Listing Rules, the Constitution is deemed not to contain that provision to the extent of the inconsistency.

Variation of Rights
If shares of another class are issued, the rights, privileges and restrictions attaching to the Shares may be altered with the sanction of a special resolution passed at a separate general meeting of the shareholders of the shares, or with the written consent of at least three quarters of the holders of the shares.

For further information relating to the rights attaching to the Shares, investors should refer to section 11.2 (“Rights Attaching to Shares”) of the Prospectus.

The Options
Central Petroleum is offering a free Option to acquire an ordinary share in the Company for every two Shares issued.

In summary, each Option gives its holder the following rights:

· each Option is exercisable at AU$0.20 at any time prior to 5:00 p.m. Australian Western Standard Time on 30 June 2007 (Expiry Date).  Options not exercised on or before the Expiry Date will automatically lapse;

· each Option will entitle its holder to subscribe (in respect of each Option held) for one Share;

· the Shares issued as a result of the exercise of any of the Options will rank equally in all respects with other issued Shares.  The Company will apply to ASX to have the Shares granted official quotation;

· the Options may be exercised, wholly or in part, by completing a notice of exercise form which can be obtained from the Company and by delivering the form together with payment for the number of Shares in respect of which the Options are exercised to the registered office of the Company at any time prior to the Expiry Date;

· there will be no participating entitlements inherent in the Options to participate in new issues of capital which may be offered to Shareholders during the currency of the Options.  Prior to any new pro rata issue of securities to Shareholders, holders of Options will be notified by the Company and will be afforded 7 business days before the record date (to determine entitlements to the issue), to exercise Options;

· in the event of a reconstruction (including consolidation, subdivision, reduction or return of capital of the Company) of the capital of the Company prior to the Expiry Date, all rights of the Optionholders are to be changed in a manner consistent with the ASX Listing Rules (regardless of whether or not the Company is listed on the ASX).  Subject to the Australian Corporations Act 2001, the ASX Listing Rules and the Constitution, Optionholders may transfer their Options at any time prior to the Expiry Date; and 

· the terms of the Options may be varied by the Company to the extent required to ensure compliance with the ASX Listing Rules.

For further information relating to the rights attaching to the Options, investors should refer to section 11.3 (“Terms of Options”) of the Prospectus.

Application has been made for quotation of the Shares and the Options and for listing of the Company on ASX.

Who is involved in providing it for me?

The Offer is being made by Central Petroleum Limited, whose address is at 9 Meadow Close, Kardinya, WA 6163, Australia.

The Company’s principal activity is petroleum exploration. The Company has carried out such activities since its incorporation on 2 July 1998.
Further details of the strategy and activities of Central Petroleum and the use of proceeds of the Offer are set out in sections 1 (“Company and Investment Highlights”) and 5 (“Company and Project Overview”) of the Prospectus.

How much do I pay?

The Shares
The sum payable for the Shares offered is AU$0.20 (twenty Australian cents) per Share.  Applications must be for a minimum of 10,000 Shares (i.e. for a minimum total of AU$2,000).  Applicants may apply for additional Shares in multiples of 1,000 Shares thereafter.

Application monies must be paid in full with applications, by cheque crossed “Not Negotiable” in favour of “Central Petroleum Limited – Share Offer Account”.  The completed Application Form and the accompanying cheque should be mailed or delivered to:

Computershare Investor Services Pty Limited
Level 2
45 St George’s Terrace
Perth
WA 6000
Australia
Telephone:  +61 8 9323 2000
Facsimile:  +61 8 9323 2033,

in all cases, to be received by no later than 5.00 pm Australian Western Standard Time, on the Closing Date.

The Options
For the avoidance of doubt, no monies are payable in respect of the Options at the time of the subscription for the Shares.  If an Optionholder chooses to exercise an Option between the date of allotment and 5.00 pm Australian Western Standard Time on 30 June 2007, he or she will be able to do so by paying Central Petroleum AU$0.20 per Share in respect of which he or she is exercising the Option.  An Optionholder is under no obligation to exercise his or her Option.  Options which are not exercised by the Expiry Date will automatically expire.  The Options will be issued to subscribers for Shares at the rate of one Option for every two Shares issued.

Further details in respect of applications for Shares and Options are set out in section 4.4 (“The Offer”) of the Prospectus and on the Application Form attached to the Prospectus.

What are the charges?

No charges payable to Central Petroleum

There are no charges payable by investors to Central Petroleum arising from the Offer. In particular, no brokerage or stamp duty is payable by applicants.  Security holders selling the Shares and the Options in the future may be liable for legal, brokerage and stamp duty costs.

Issue costs

Estimated issue costs (to be borne by Central Petroleum and assuming full subscription) are approximately AU$1,500,000 and include, without limitation, management, placement, legal, accounting, geologist and other fees, ASIC and ASX fees, and prospectus printing and distribution costs. These costs include:

· a management fee of 1.5% of the total funds raised pursuant to the Offer, payable to Martin Place Securities Pty Ltd (MP); 

· a placement fee of 4% of the total funds raised by MP or other holders of an FSR licence, payable within 5 business days of the allotment of Shares; and

· a reimbursement of all out-of-pocket expenses incurred by MP in connection with the Offer.

Charges payable by Central Petroleum
Acquisitions of Frontier Oil and Gas Pty Ltd and Ordiv Petroleum Pty Ltd
Subject to the Company’s listing, the Company has agreed to acquire the entire issued capital of Frontier Oil and Gas Pty Ltd (Frontier) and Ordiv Petroleum Pty Ltd (Ordiv), which companies have been granted or have made application for certain exploration licences, for a total consideration of AU$400,000 cash, 23,500,000 shares in the Company and 8,000,000 options in respect of shares in the Company, exercisable at AU$0.20. 

Acquisition of Helium Australia Pty Ltd
Subject to the Company’s listing, the Company has agreed to acquire the entire issued capital of Helium Australia Pty Ltd, which company has been granted a certain exploration licence, for a total consideration of AU$12,000, 17,500,000 shares in the Company and 8,500,000 options in respect of shares in the Company, exercisable at AU$0.20.

Royalties
The Company has agreed to pay Real Grumpy Pty Ltd, Wayne Dimech and Richard Maltman, the current shareholders of Frontier and Ordiv, royalties at the rates of 0.625%, 3.875% and 0.5% respectively of the Well Head Value (as defined in the relevant royalty deeds) of petroleum recovered in respect of certain exploration permits, for as long as Frontier and Ordiv have their respective interests in the relevant exploration permits.

The Offer is not underwritten.

What returns will I get?

The returns investors may receive on their investment will be determined by appreciation, if any, in the value of the Shares and the Options, and by dividends paid to the investors, if any.

Any appreciation in the value of the Shares and the Options will depend on a number of factors related, among other things, to the Company’s financial performance and the success or otherwise of its exploration activities.  The section headed “What are my risks?” below and section 10 (“Risk Factors”) of the Prospectus detail matters which may affect the Company’s performance.

No amount of returns, quantifiable as at the date of this Investment Statement or otherwise or enforceable by subscribers has been promised in respect of the Offer.

Taxes are likely to affect the returns referred to above.  The Australian taxation implications of investing in the Shares and the Options may not necessarily be applicable to New Zealand investors.  New Zealand investors should satisfy themselves as to the tax implications of investing in the Shares and the Options, having regard to their own circumstances, and after taking their own professional tax advice in relation to the Offer.

For the avoidance of doubt, neither the directors nor the Company can give any assurances as to any appreciation in the price of the Shares or the Options, the availability, extent, timing, frequency or actual payment of future dividends or the availability, extent, future dates or timing of franking credits.  The Company anticipates that significant expenditure will be incurred in the further advancements of its projects and acquisitions of new projects.  This activity is expected to dominate the five-year period following the issue of the Prospectus.  Accordingly, as at the date of this Investment Statement, the dates and the frequency of future return payments, if any, are unknown.

The Company has not declared or paid any dividends before the issue of the Prospectus or this Investment Statement.

In the event that a dividend is declared, Central Petroleum Limited is the person legally liable to pay it.

Investors should note that no person promises or guarantees that investors will receive a return on the Shares or the Options offered.

What are my risks?

The principal risk to investors is that they will be unable to recover the money paid in respect of the Shares in full, or will be unable to realise any value, or to receive the returns referred to in the section “What returns will I get?” above, from their investment. This could happen for a number of reasons, including, without limitation, the following:

· the price at which investors are able to sell their Shares is less than the price they have paid for them:

· investors are unable to sell their Shares and Options because there is no market for these; and

· the Company is wound-up or liquidated.

Further, any returns investors will receive, and the ability of investors to recover in full money paid for the Shares, will depend, among other things, on the Company’s financial performance and position and the degree of success of its exploration activities, which will be subject to various risk factors, including economic, industry and business risk factors.  These factors are noted in the Prospectus, particularly in section 10 (“Risk Factors”) of the Prospectus.

Investors should carefully read this Investment Statement and the Prospectus in their entirety in order to fully appreciate the relevant risks before making any decision to subscribe for the Shares and the Options.

The exploration and development of natural resources is a speculative activity that involves a high degree of financial risk.  An investment in the Company may not be suitable for all recipients of this document.

Many of the risks referred to in this section of the Investment Statement are outside of the Company’s control.  No one risk factor should be considered in isolation from the others.

A summary of the main risk factors relevant to the Company is set out below.  However, this summary is not exhaustive, and potential investors should examine the contents of the Prospectus and consult their professional advisers before deciding whether to apply for the Shares and the Options.

Factors which may affect the Company’s financial position, prospects and price of the Shares and the Options include, but are not limited to, the following.

General risks
There are inherent risks in investing in both the share market and in the Company’s securities in particular.  No firm assurances can be given that the Company’s exploration activities will enable the establishment of a viable business operation.  The Company’s core activities expose it to all of the inherent risks associated with exploration, which are many and varied.  As the majority of the Company’s assets are tied to the exploration industry the securities issued pursuant to the Prospectus must be considered speculative.

Share market & economic factors
Share market conditions may affect the listed securities regardless of the Company’s operating performance.  Share market conditions are influenced by international and domestic factors affecting conditions in equity, financial and commodity markets.  In addition recent world events have affected the price of shares in various sectors.  Such events are unpredictable, and their impact on the individual companies or markets is beyond control of the Company.

The share market and economic factors that may influence fluctuations in market values include inflation, interest rates, exchanges rates, commodity prices, industrial disruption, supply & demand and changes in investor sentiment.  These factors are beyond the control of the Company and may have a significant impact on the Company’s performance.

Commodity price risk
The price for gas and oil will depend on available markets at acceptable prices and transmission and distribution costs.  Any substantial decline in the price of gas or an increase in transmission or distribution costs could have a material adverse effect on the Company.

Government and legal risk
Changes in government, monetary policies, taxation and other laws can have a significant impact on the Company’s assets, operations and ultimately the financial performance of the Company and its securities.

Exploration risks
Gas and oil exploration by its nature contains elements of significant risk.  Commercial and successful operations are therefore dependent upon the acquisition and the discovery of economically recoverable hydrocarbons, obtaining consents and approvals necessary for the conduct of exploration and drilling, access to competent operational management and native title risk.  Adverse weather conditions over a prolonged period can also adversely affect exploration activities.

Environmental risks
The Company’s projects are subject to South Australian, Northern Territory and Federal Australian laws and regulations regarding environmental matters and the discharge of hazardous waste and materials.  The potential for liability is a risk.  Costs will be incurred in environmental rehabilitation, damage control and losses.

Native title
The Australian Native Title Act 1993 (Cth) recognises and protects the rights and interests in Australia of Aboriginal and Torres Straight Islander people in land and waters, according to their traditional laws and customs.  There is significant uncertainty associated with native title in Australia and this may impact on the Company’s operations and plans in the future.  The discovery of Aboriginal sacred sites or artefacts on permits held by the Company could limit or preclude exploration or drilling activities within spheres of influence of those sites.  As a result, delays and expenses could be incurred in obtaining the necessary clearances.  In the case of the Company’s applications for tenements in the Northern Territory and South Australia, the granting of the tenements is subject to various aspects of the Australian Native Title Act 1993 (Cth), and the granting of such tenements may be subject to delay, or they may not be granted for reasons beyond the control of the Company.

Applications
Many of the permits that the Company expects to have an interest in are in application stages only.  Whilst the Company is not aware of any reason as to why any of the applications will not be granted, there is no guarantee that they will be granted.  The Company may suffer significant damage if any of the applications are not granted or are granted on unfavourable terms.

Title
All of the permits in which the Company has an interest or expects to have an interest by virtue of farm-in agreements will be subject to applications for renewal.  The renewal of the term of each tenement is at the discretion of the Executive Director of the South Australian Office of Mines and Energy or, as the case may be, the Northern Territory Minister for Mines and Energy.

If a permit is not renewed, the Company may suffer significant damage through the loss of the opportunity to develop and discover any mineral resources on the relevant tenement.

In the case of the Company’s applications for permits in the Northern Territory and South Australia, the granting of the permits is subject to various aspects of the Australian Native Title Act 1993 (Cth) and the Australian Aboriginal Land Rights Act 1976 (Ch), and the granting of such permits may be subject to delay, or they may granted for reasons beyond the control of the Company.

Resource estimates and lack of discovery
Resource data disclosed in the Prospectus represents estimates only.  In general, estimates of hydrocarbon resources in place and the future net cash flowing therefrom are based upon a number of variable factors and assumptions, some of which are outside of the control of the Company.  Some of these factors and assumptions may include historical production from the properties, comparisons with production from other producing areas, the assumed effect of regulation by government agencies, assumptions on the underlying geology and structure of prospects to be drilled and assumptions regarding future hydrocarbon prices and capital and operating costs.  All of these factors and assumptions may vary considerably from actual results.

Investors should be aware that resource estimates are expression of judgment based on knowledge, experience and industry practice.  As exploration activity occurs estimates may change significantly as new information becomes available.

The Company’s operations may not result in the discovery of any accumulation of natural resources and any discovery may not be commercially viable or recoverable.

Operational and technical risks
A range of factors may affect the current and future operations of the Company, including exploration, appraisal and possible production activities, including:

· start-up risks;

· geological conditions, including inappropriately placed or timed petroleum generation or migration, ineffective seal or later disruption of the trap.  A potential trap may also contain non-commercial volumes of petroleum due to adverse reservoir conditions or inadequate petroleum charge.  Discussion of petroleum traps, including structures, in the Prospectus should not be taken to imply that a commercial accumulation is known to exist;

· limitations on activities due to seasonal weather patterns and cyclone activities;

· alterations to joint venture programmes and budgets;

· unanticipated operational and technical difficulties encountered in seismic survey, drilling and production activities;

· mechanical failure of operating plant and equipment;

· adverse weather conditions, industrial and environmental accidents, industrial disputes and other force events;

· unavailability of drilling equipment;

· unexpected shortages or increase in the costs of consumables, spare parts, plant and equipment;

· prevention of access by reason of political unrest, outbreak of hostilities, inability to obtain consents or approvals;

· contracting risk from third parties providing essential services; and

· potential problems in locating and securing the services of appropriately skilled employees, consultants and contractors in a timely and cost effective fashion.

Insurance
Insurance of all risks associated with gas and oil exploration and production is not always available and, where available, the cost can be high.  The Company will have insurance in place considered appropriate for the Company’s needs.  The Company will not be insured against all possible losses, either because of the unavailability of cover or because the directors believe the premiums are excessive relative to the benefits that would accrue.  The directors believe that the insurance they have in place is appropriate.  The directors will continue to review the insurance cover in place to ensure that it is adequate.

Funding
The Company is dependent on obtaining future equity capital or debt funding sufficient to continue its exploration and contemplated development, production and sales and to provide sufficient future working capital.  The Company’s ability to raise such funding will vary according to a number of factors including:

· the success or otherwise of exploration and the future development of any hydrocarbons discovered;

· stock market conditions;

· oil and gas prices; and 

· access to pipeline or other facilities required to transport any produced hydrocarbons to point of sale.

Access to infrastructure
The Company will require access to processing and gas or liquids transmission facilities, including pipelines, in order to commercially exploit any hydrocarbons discovered.  Third party access to such infrastructure may depend on the level of uncontracted capacity available from time to time.  Access to processing plant is likely to depend on the successful negotiation of commercial arrangements with the owner of such plant.

Financial default
The financial default by any participant involved in a farm-in or joint venture or contract or agreement that the Company is a party to may have a significant and adverse effect on the Company.

Unitisation
In the case of any cross-border discovery or a cross-permit discovery involving another permit holder, the Company will be required to share production in accordance with the requirements of the relevant regulatory authorities of South Australia and/or the Northern Territory or of any relevant unitisation agreement agreed to between the parties as the case may be.

Joint venture
The Company contemplates becoming or may become a party to joint venture operating agreements in which it may hold interests in the tenements.  Under such agreements, the Company may be voted into programmes and budgets which is does not necessarily agree with or have the cash resources to fund.  It may also be required to contribute to any increase in capital expenditure requirements and/or operating costs.  Furthermore, the situation could arise where any or all of the joint venture parties are unable to fund their pro rata contributions to expenditure in which case the Company may have to make increased contributions to ensure that the programme succeeds.

Other companies may from time to time be operators under joint venture operating agreements and, to the extent that it is a minority joint venture partner, the Company will be dependent to a degree on the efficient and effective management of those companies as manager.  The objectives and strategy of these operating companies may not always be consistent with the objectives and strategy of the Company, however, the operators must act in accordance with the joint ventures’ directors.

The Company will be required under joint operating agreements to pay its percentage interest share of all costs and liabilities incurred by the joint venture in connection with other joint venture activities.  In common with other joint venture parties, if the Company fails to pay its share of any costs and liabilities it may or may not be able to transfer its interests in the relevant exploration permits and the joint operating agreements to other joint venture participants.

Taxation
Taxes are likely to affect any returns to Share and Option holders.  The Australian taxation implications of investing in the Shares and the Options may not necessarily be applicable to New Zealand investors.  New Zealand investors should satisfy themselves as to the tax implications of investing in the Shares and the Options, having regard to their own circumstances, and after taking their own professional tax advice in relation to the Offer.
Further, changes to the Australian and the New Zealand income tax legislations may impact adversely on New Zealand investors.

Currency risk
Investing in the Shares and the Options may carry with it a currency exchange risk. If listed, and if a market for the Shares and the Options develops, the Shares and the Options will trade in AU$. Also, dividends, if any, in respect of the Shares will be denominated in AU$. Consequently, the NZ$ amounts paid by investors in the Offer may not be recovered in full, once any AU$ returns and proceeds of sale of Shares and Options are converted into NZ$. 

Market for the Shares and the Options

Prior to the Offer there has been no public market for the Shares or the Options.  Application has been made for quotation of the Shares and the Options on ASX.  Following the completion of the Offer, and quotation of the Shares and the Options on ASX, in the opinion of the Company, there will be a market for the Shares and the Options.  However, the prices at which the Shares will trade may be above or below AU$0.20, which may result in investors not recovering their investment in the Shares in full.
Consequences of insolvency

Subscription for Shares and the Options and payment of the application moneys will result in the Shares being fully paid at the time of allocation, and Shareholders will have no further liability to Central Petroleum or any one else for any further payments in respect of the Shares or the Options.  Consequently, if the Company becomes insolvent, investors will not be liable to pay any monies to any person as a result of the Company’s insolvency.  

In a winding up or a liquidation, holders of Shares would not normally receive any return of capital until Central Petroleum had first paid its secured and unsecured creditors.

In a winding up or a liquidation, subject to any special or preferential rights attaching to any class of shares, the liquidator may, with the authority of a special resolution, divide among the Shareholders in kind the whole or any part of the property of the Company and may for that purpose set a value as the liquidator considers fair upon any property to be so decided and may determine how the division is to be carried out as between Shareholders or different classes of shareholders.

In a winding up or a liquidation, Option holders will not be entitled to any share in any assets of the Company solely by virtue of being holders of Options.

Investors are referred to section 11.2 (“Rights Attaching to Shares”) of the Prospectus for information on the rights of holders of the Shares in the event that the Company is wound up. 

Can the investment be altered?
The Shares
The rights and obligations attaching to the Shares are set out in the Constitution of Central Petroleum and are determined by it as well as the Australian Corporations Act 2001, the ASX Listing Rules, the ASTC settlement rules and the general law of Australia.  The rights attaching to the Shares may be varied in accordance with the relevant provisions of the Australian Corporations Act 2001, the ASX Listing Rules and the Constitution of Central Petroleum, which variation requires approval of a special resolution passed at a meeting of the holders of ordinary shares by at least three-quarters of those holders who, being entitled to do so, vote at that meeting, or with the written consent of the holders of at least three-quarters of the ordinary shares on issue.  The Company must give at least 28 days written notice of any intention to propose a resolution as a special resolution, once listed.

The Options
In the event of a reconstruction (including consolidation, subdivision, reduction or return of capital of the Company) the capital of the Company prior to the Expiry Date, all rights of an Option holder are to be changed in a manner consistent with the ASX Listing Rules (regardless of whether or not the Company is listed on ASX). The terms of the Options may also be varied by the Company to the extent required to ensure compliance with the ASX Listing Rules.

How do I cash in my investment?

Early termination

The Offer will only proceed if:

· the ASX grants permission for the Company to be admitted to its Official List and for the Shares and the Options to be admitted for quotation within 3 months of the date of the Prospectus or such longer period as permitted by the Australian Corporations Act 2001; and

· valid applications for at least 75,000,000 Shares and the attaching Options are received before the Closing Date (as may be extended by the Company), and a replacement prospectus is not issued.

If no allotments are made, all application monies will be refunded without interest to applicants within the time period prescribed under the relevant law of Australia. Investors should also note that the acceptance of applications and allotment of the Shares and the Options is at the absolute discretion of the directors.

Right to sell securities

The board of directors of the Company may, in certain circumstances, refuse to register any transfer of the Shares and the Options in accordance with the provisions of the Company’s Constitution, the ASX Listing Rules and the Australian Corporations Act 2001.  Subject to this right of refusal and compliance with the Company’s Constitution and applicable securities laws and regulations, Shareholders are free to sell their Shares and Options. 

Applicants should not attempt to sell their Shares or Options until they know whether, and how many, Shares and Options have been allotted to them.

Investors are reminded that while listing on ASX has been sought in relation to the Shares and the Options, there is currently no established market for sale of the Shares or the Options.  However, following the quotation of the Shares and the Options on ASX, in the opinion of the Company, there will be an established market for the sale of the Shares and the Options.  See the section above “What are my risks?” for further information regarding the tradability of the Shares and the Options and the section above “What are the charges?” for information on charges payable on a sale of the Shares and the Options.

Who do I contact with enquiries about my investment?

Inquiries about the investment should be directed to Mr. Richard Faull, Company Secretary, 9 Meadow Close, Kardinya, WA, 6163, Australia, tel.: +61 8 9444 7331, fax: +61 8 9444 7331, e-mail:  info@centralpetroleum.com.au.

Is there anyone to whom I can complain if I have problems with the investment?

A complaint about your investment may be made to: 

· Mr. Richard Faull, Company Secretary, 9 Meadow Close, Kardinya, WA, 6163, Australia, tel.:+61 8 9444 7331, fax: +61 8 9444 7331, e-mail:  info@centralpetroleum.com.au; 

· the statutory supervisor Australian Securities and Investments Commission, Level 8, City Centre Tower, 55 Market Street, Sydney, NSW 2000, Australia, tel: +61 2 9911 2500; and

· Commonwealth Ombudsman, National Office, 1 Farrell Place, Canberra City, ACT 2600, Australia, tel.: +61 2 6276 0111.

There is no New Zealand ombudsman to whom investors can direct complaints about their investment. 

What other information can I obtain about this investment?

Prospectus and financial statements

Further details of the terms of the Offer and additional important information about the Company and its activities, are contained in the Prospectus and the Company’s financial statements. A copy of the Prospectus has been circulated with this Investment Statement and can also be obtained, together with a copy of the Company’s most recent financial statements and free of charge, from Mr. Richard Faull, Company Secretary, 9 Meadow Close, Kardinya, WA, 6163, Australia, tel.: +61 8 9444 7331, fax: +61 8 9444 7331, e-mail:  info@centralpetroleum.com.au, or can be viewed online at www.centralpetroleum.com.au.  Copies of the Prospectus and other documents of or relating to the Company have been lodged on a public register at the Companies Office of the Ministry of Economic Development and are available for public inspection. 

Annual information

Each Shareholder is entitled to receive notice of general meetings of the Company and to receive all notices, accounts and other documents required to be sent to shareholders under the Constitution of Central Petroleum and the laws of Australia.

On request information

It is a New Zealand law requirement that the Company, upon request by a New Zealand offeree made to it at Mr. Richard Faull, Company Secretary, 9 Meadow Close, Kardinya, WA, 6163, Australia, tel.: +61 8 9444 7331, fax: +61 8 9444 7331, e-mail:  info@centralpetroleum.com.au, within 5 working days of receipt of such a request and without charge or fee, send to the offeree;

· a copy of the Prospectus,

· copies of all other documents which, under the laws of Australia, must accompany a copy of the Prospectus in Australia, and

· copies of any documents or parts of documents which have been lodged with the ASIC and that are referred to in the Prospectus and taken to be included in the Prospectus under section 712 of the Australian Corporation’s Act 2001.

Securities Act (Australian Issuers) Exemption Notice 2002

The Offer is being made to New Zealand investors, pursuant to and in accordance with the Securities Act (Australian Issuers) Exemption Notice 2002 (the Exemption Notice). Under the terms of the Exemption Notice, the Company is required to draw certain matters to the attention of New Zealand investors. These matters are set out below:

· New Zealand investors should satisfy themselves as to the tax implications of investing in the Shares and the Options. 

· Investing in the Shares and the Options may carry with it a currency exchange risk.

· The financial reporting requirements applying in New Zealand and those applying to Central Petroleum may be different, and the financial statements of Central Petroleum may not be compatible in all respects with financial statements prepared in accordance with the New Zealand law.

· The allotment of the Shares and the Options will be made in the manner specified in the Prospectus and prescribed by the law of Australia.

· Central Petroleum may not be subject in all respects to New Zealand law. Any contract between Central Petroleum and any New Zealand applicants in respect of the Shares and the Options may be unenforceable in New Zealand courts.

· Although a copy of the Prospectus and other documentation has been received by the Registrar of Companies, the Prospectus has not been registered in New Zealand under or in accordance with New Zealand law and accordingly may not contain all the information that a New Zealand registered Prospectus is required to contain. 

· It is not a condition of the Exemption Notice that Central Petroleum be listed on the New Zealand Exchange. New Zealand resident investors may not have access to information concerning the Australian issuer in the same way as investors have in relation to an issuer listed on the New Zealand Exchange.

Agreement as to jurisdiction

In respect of a dispute concerning the contract for the Shares and the Options, Central Petroleum:

· agrees to submit to the non-exclusive jurisdiction of the New Zealand courts (the statement);

· agrees that the statement is an agreement with each investor for the purposes of section 389(1)(e) of the Companies Act 1993;

· draws to the attention of investors that, despite the statement, the contract in respect of the Shares and the Options may not always be enforceable in New Zealand courts; and

· has instructed Jeda Consulting Limited, whose address is at Level 5, Suite 4, 6 Nugent St, Grafton, Auckland as its New Zealand agent for service to accept service in New Zealand of any document on its behalf.

