


entrapment of conventional oil and gas as well as CBM due
to the geological structures involved. One location previously
chosen has been shifted to the new seismic line recently shot
over the Blamore road access route. Good quality seismic
linking the Blamore 1 well and the first CBM well planned,
CBM 93001 has allowed the interpretation that a package of
Permian coals of similar thickness to those at Blamore 1 are
probably present at the site of CBM 93001.

Acquisition of additional acreage

In October 2007, Merlin Energy Pty Ltd completed the
acquisition of Exploration Permits 105, 106 and 107 in the
Amadeus and Pedirka basins in the Northern Territory from
Traditional Oil Exploration Pty Ltd. EPs 105 and 107 are
thought to have potential for CBM, while EP 106 consists of
prospective Amadeus Basin sediments.

Pedirka Basin Farmin

On 10 August 2007, Merlin Energy Pty Ltd, (“Merlin”) a wholly
owned subsidiary of Central Petroleum Limited (“CTP”) agreed
the main commercial terms of a proposed farmin to prospect
blocks operated by Rawson Resources Limited, (“RAW”)
a listed exploration company. The farmin will be targeting
prospective recoverable resources totalling 256 million barrels
at “best” (P50) estimate level.

The Memorandum of Understanding (“MOU”) between the
two companies outlined the plan, subject to all relevant
board approvals, for Merlin to fund 100% of the drilling of up
to 3 wells over the Simpson, Bejah and Dune prospect blocks
in EP 97 in the Pedirka Basin to earn an 80% Participating
Interest and operatorship of the three prospect blocks. 100
km of 2D seismic will also be funded by Merlin and Merlin
will also earn 80% of any coal bed methane resources in the
prospect blocks via the farmin programme.

On 26 October 2007, Merlin as farminee executed a formal
farmin agreement with RAW reflecting the terms outlined in
the MOU.

On 12 May 2008, Merlin as farmor, in turn executed a formal
farmout agreement with Petroleum Exploration Australia
Limited (“PXA”), allowing PXA to farm in to Merlin’s projected
interests in the Simpson, Bejah and Dune prospect blocks
in EP 97 by funding 22.5% of Merlin’s costs in the Rawson
farmin arrangement to earn a 15% interest in the prospect
blocks.

Prospectivity of the Farmin Area

Earlier generations of explorationists in the area had focused
on drilling the more obvious well developed structures
which invariably reflected vigorous Miocene (Tertiary) fault




Directors’ Report continued

re-activation which post-dated oil charge in the earlier Early
to Late Cretaceous. Unsuccessful examples of this earlier
philosophy include Colson 1 and the Poolowanna discovery,
where earlier formed oil in place during the Cretaceous has
leaked out via seals breached in the Tertiary.

Central believes that although the source rocks in the Pedirka
Basin are in general more oil prone than those of the Cooper-
Eromanga Basin, the regions have many similarities and has
adopted an exploration approach based on the following
geological criteria:

1) 0il, and to a lesser degree gas, has been generated
from Permian, Triassic and Early Jurassic source rock
sequences with migration during the Early-Late
Cretaceous. The most attractive structures are those
with an “older” Jurassic-Cretaceous component of
structuring which predates oil migration. This can be
readily gauged, together with migration pathways
from source kitchens, by measuring the history of
structural growth as defined by seismic isochrons,
which is a major component of Central’s exploration
approach.

2) Robust Miocene structures are largely non-
prospective. In addition, the close proximity of
“older” structural closures to later rejuvenated
Miocene (Tertiary) fault trends greatly increases the
risk of trap breach as occurred in the Poolowanna
structure.

3) By far the most attractive, and least explored plays,
are subtle Jurassic-Cretaceous closures (10-30 ms
of vertical closure) displaying little or no Miocene
(Tertiary) reactivation, and also formed on favourable
migration pathways from source kitchens.

Applications for other exploration permits are at various
stages of progress.

Road Building

Road access was gained to the site of the Pedirka Basin
operations via Kulgera, Finke, Andado and then across to
interdune corridors down to each of the Blamore and Simpson
prospects. The Pmer Nyente Land Trust has also signified
their approval to a road access lease around the Allitra for
future use and discussion continues with the Central Land
Council (“CLC”) and the Department for Families, Housing,
Community Services and Indigenous Affairs concerning this
proposal.

Underdale Drilling was contracted to drill a sequence of water
wells to complete the rolling and compaction of access routes
to Blamore 1, Simpson 1 and the 3 CBM well locations and by
June 30 2008, the road access to Blamore 1 was completed
and Hunt Rig 2 was being assembled in readiness for drilling.
Compaction of the drill site in readiness for Hunt Rig 2 was
in progress. Underdale Drilling had commenced additional
water bores required for the Simpson 1 well road access
construction.




Other Pedirka Basin Highlights
Other highlights pertinent to the Pedirka Basin included:

e Two new oil leads, Flat-top and Roundtop, were
delineated on the Blamore Track seismic.

e 0On 23 May 2008, a Technical Note was released
detailing four Jurassic-Permian prospects on a
southerly plunging nose contiguous with the Hallows
Trend, namely the Hector Trend, as it emerges updip
from the depths of the Eringa-Madigan oil kitchens.
The Hector Trend transgresses EP(A) 130 and EP 93
both operated by Central, and also impinges on the
far NW portion of EP 97 operated by RAW. Total
mapped area of closure and corresponding upside
UOIIP potential of the four prospects is 450 km and
2,100 MMbbls respectively in Permian and Jurassic
target horizons.

e On 23 June 2008, a Technical Note detailed the
Bedivere and Perceval Permian and Jurassic
stratigraphic leads respectively in EPA 131 which
have combined potential of up to 480 MMbbls
UOIIP.

Lander Trough

EPA 92 and EPA 129

The CLC notified the Group that its application for Exploration
Permit EPA 92 by Merlin had been rejected. Thus far, the CLC has
not explained to the Group, as required by law, the processes
undertaken by them. The Group has a number of options in
regard to the area applied for, inclusive of various sections
of the Aboriginal Land Rights (Northern Territory) Act 1976
Commonwealth as amended (“ALRA”) and the Administrative
Decisions (Judicial Review) Act 1977 Commonwealth (“ADJR
Act”). The Group will address this issue with all due vigour.
It has been revealed that contrary to the provisions of the
Aboriginal Land Rights Act, the CLC did not facilitate initial
meetings with all of the relevant Traditional Owners some of
whom may now seek to take action against the CLC.

The CLC has informed the Group that consent to grant of
EPA 129 had also been withdrawn but the Group applied for
an extension of the time to negotiate to the Minister of the
Northern Territory Department of Primary Industry, Mining and
Fisheries which was granted subsequent to 30 June 2008 and
now awaits the CLC to arrange initial meetings with relevant
Traditional Owners.

Georgina Basin
EPA 132 and ATP APPLICATIONS 909, 911 and 912

Negotiations with regard to the applications for Exploration
Permit 132 have not yet commenced.

Merlin Energy Pty Ltd emerged during 2007 as the successful
bidder for three exploration permits in Queensland with areas
totalling 9,000 km2 The Company’s wholly owned subsidiary,
Merlin Energy Pty Ltd, was notified by the Queensland
government that it was the preferred tenderer with priority
to apply for a title grant over ATP 909, ATP 911 and ATP 912

in the Queensland portion of the southern Georgina basin,
which hosts oil and gas targets in Middle to Late Cambrian
petroleum systems.

The right to negotiate process is being pursued by the Group
to facilitate the granting of these permits.

The Queensland applications are part of Central’s exploration
strategy of gaining an early-entry position into under-
explored prospective onshore basins of central Australia,
with the accompanying aim of building up “whole-of-basins”
positions.

Although under-explored, the Georgina Basin hosts a rich
Cambrian petroleum system which has been well documented.
The area is believed to have generated more than 4o billion
tonnes of hydrocarbons in its lifetime.

In the Northern Territory portion of the Georgina basin, there
have been some 20 exploration wells drilled, with 13 of them
yielding live oil shows, despite the absence of adequate
seismic definition at the time. The Georgina basin is largely
oil-prone, although Central’s Queensland holdings are partially
adjacent to Ethabuka-1, which flowed a small amount of gas
from the Kelly Creek Formation. Not surprisingly, oil will be
the main target on the shelf updip of this syncline, as drilling
to date has consistently yielded oil shows and indications of
oil migration.

Gas to Liquids (“GTL”) and Helium

Discussions continue with appropriate GTL technology holders
concerning the Group’s long term plans to monetise any
gas reserves proved by drilling. An independent report has
concluded that there may be sufficient potentially recoverable
prospective resources at the “low” estimate level of 34 TCFG
in recoverable Coal Bed Methane prospective resources alone
from the Pedirka Basin to fuel a 140,000 bbl/day Gas to Liquids
Plant for approximately 70 years. Conventional reservoirs are
thought to host additional potential up to 35 TCFG according
to the Northern Territory Geological Survey. It is thought that
any Helium found in gas resources would be extracted at a
proposed centrally located GTL plant using potential synergies
with the concomitant extraction and cooling of any contained
nitrogen. Magee-2 and Mt Kitty-1 wells are both targeting
Helium as well as gas and condensate following the flow
of these to the surface at Magee-1 drilled in 1992. The main
play type being targeted is the subsalt Heavitree Formation
blanketed by a thick and extensive salt formation, the Gillen
Member of the Bitter Springs formation. These prospects are
considered analogous in many respects to those with similar
geology in the Sichuan Basin, the eastern Siberian Platform
and Oman.

With the recent intensity of activity in the CBM industry,
especially the various plans mooted to produce LNG from
Queensland CBM resources having a positive effect on
domestic gas prices, it is conceivable that domestic gas
prices may improve in the future to the extent that a pipeline
linking central Australia to the domestic gas markets on
the eastern seaboard may be a viable option to assist in
monetising otherwise stranded gas thought to exist in the
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central Australian Amadeus, Pedirka, Lander Trough and
Georgina basins. The Group believes that GTL is probably
the best option to monetise gas from central Australia under
the current gas pricing regime but will keep an open mind to
alternatives.

Farmins / Farmouts
Petroleum Exploration Australia Limited (“PXA”):

PXA continues to fund its 40% share of the previously
announced 2008 exploration programme in accordance with
the terms of a formal farmout agreement executed on 15
February 2008. The terms of the farmout agreement include
the funding by PXA of 40% of up to 3 wells and 40% of up
to $3 million of seismic for PXA to earn a 20% interest in the
permits and permit applications operated by the Company.

He Nuclear Limited:

He Nuclear has continued to finance its promoted share of the
seismic processing and analysis within the Mt Kitty (EP125)
and Magee (EP82) Prospect Blocks as the Group moves closer
to drilling with a finalised drill location being selected. He
Nuclear may earn 25% of the EP125 Mt Kitty Prospect Block
and the EP82 Magee Prospect Blocks via the funding by He
Nuclear of 50% of pre-drilling seismic and the drilling of a
well on each Prospect Block to earn a 25% participating
interest in each of the blocks.

Trident Energy Limited:

On 28 June 2007, Frontier Oil & Gas Pty Ltd signed a
Memorandum of Understanding with Trident Energy Limited
(“Trident”) whereby the privately-owned Melbourne-based oil
junior will fund a $3 million seismic acquisition programme
and the drilling of three exploration wells at the 20% level to
earn a 10% interest in the Amadeus basin block EP 115.

Trident is focusing on risk reduction through the application of
leading-edge exploration methods to high-grade seismically-
defined prospect portfolios, particularly in modelling
petroleum systems and high-tech geochemistry, including the
“GoreSorber” technique. The Group has proceeded to prepare
formal legal documentation incorporating the commercial
terms of the Memorandum of Understanding.

Other:

The Group continues with various discussions and preliminary
negotiations concerning additional farmouts, strategic
stabilising investment relationships, technology based joint
ventures and capital raising avenues.

Management Changes

General Manager Drilling, Operations and Production
Appointment:

Central Petroleum Limited appointed Mr Randy Blaine Frazier
as General Manager Drilling, Operations and Production

which became effective on the issue to him of a Section 457
Visa. Mr Frazier will manage the Group’s drilling programmes,
production development, logistics and operations. Mr Frazier
has both big and small company experience internationally
in remote areas across exploration and production drilling
and completions, pipelines and gas treatment including
conventional, Coal Bed Methane and Helium development
and production. Mr Frazier left the position of Shah Deniz
Performance Unit Leader based in Baku, with BP Azerbaijan
to join Central.

Mr Frazier has experience in exploration and production
in Siberia which hosts similar geology in part to the Neo-
proterozoic Amadeus Basin and at one time managed the
logistics of aviation, marine, supply base, environmental,
waste management and integrated planning for BP in
Azerbaijan.

Mr Frazier is a graduate Petroleum Engineer from Oklahoma
State University.

District Field Manager Appointment:

The Group appointed Mr Douglas White as its Alice Springs
Central Australian District Field Manager. Mr White is a senior
operations and logistics co-ordinator and manager with
extensive central Australian experience gained with groups
such as Bardrill, Bridge Qil, Pan Continental Mining Ltd and
Pan Continental Petroleum Ltd, Magellan Petroleum (Aust)
Pty Ltd, Adelaide Resources and other non governmental and
governmental appointments.

Resignation of Mr Marco Di Silvio:

Since the end of Financial Year the incumbent CFO and Group
Company Secretary, Mr Marco Di Silvio resigned to pursue a
career appointment overseas.

Appointment of Bernard Crawford:

Mr Bernard Crawford joined the Company in August 2008 as
CFO and Group Company Secretary. Mr Crawford has an MBA
from London Business School and a Bachelor of Commerce
from the University of Western Australia. He is a Member of
both the Institute of Chartered Accountants in Australia and
the Institute of Chartered Accountants in England and Wales.
He has significant experience in general financial control,
design, installation and operations of financial management
software and systems, and with corporate compliance and
joint venture financial control and administration.

Corporate

Throughout the Financial Year 2007-2008 the Company
raised a gross total of $21,870,324 before costs from a Bond
Subscription Agreement, an Option Conversion underwriting,
an underwritten placement, an underwritten non-renounceable
entitlement issue of Options and a non-renounceable rights
issue of Shares.

Bond Subscription Agreement

Central Petroleum Limited announced on 20 November 2007
that it had entered into a Bond Subscription Agreement




with D.B. Zwirn Mauritius Trading No. 3 Limited (“DBZ”)
(“Agreement”). The Agreement provides the framework for the
Company to raise up to $80,000,000 by issuing convertible
zero coupon bonds over a maximum time frame of up to five
years, in $1,000,000 tranches.

During the 2007-2008 financial year, the Group had completed
the following transactions in relation to the Bond Subscription
Agreement:

(@) Issued 600 convertible bonds to DBZ. The Group raised a
total of $6,000,000 through these transactions.

(b) The 600 bonds were converted into 39,838,664 ordinary
fully paid shares of the Company.

The capital raised under the convertible bond agreement has
been applied toward the Group’s seismic and drilling work
program undertaken during the financial year.

Other Capital Raisings

The Company had previously granted a total of 38,741,251
listed and 797,000 unlisted options with an expiry date of 30
June 2007, exercisable at 20 cents each (“30 June options”)
representing a potential source of additional capital of up to
$7.9 million. The Company signed an Underwriting Agreement
with Martin Place Securities Pty Limited (“MPS”) on 25 June
2007 to underwrite the conversion of the first 20 million listed
30 June Options, with an option to extend the underwriting to
the full number of listed 30 June Options under certain terms
and conditions. At the time, the underwriting was expected
to raise a gross total of $4 million for the Company. The
Company also announced that it had entered into a second
Underwriting Agreement with MPS to underwrite the issue of a
1:2 non-renounceable entitlement of 30 June 2010 Options to
all shareholders at an issue price of $0.025 each, exercisable
at $0.25. The issue was expected to raise approximately $2.0
million before costs.

MPS found a strong interest for the Company’s shares and
in July 2007 accepted the full shortfall of the listed options
and also placed an additional 6,297,000 shares resulting
in the Company receiving a total $9,007,650 in new capital
(inclusive of the $511,237 received to 30 June 2007) before
costs.

The Company issued a Short Form Prospectus dated 11 July
2007 which set out the terms of a non-renounceable offer of 1
option for every 2 shares held by shareholders on the record
date of 17 August 2007.

On 4 September 2007, the Company announced that it had
completed the non renounceable entitlement issue of options
pursuant to the terms of the Company’s prospectus dated
11 July 2007. The issue raised a total of $2,199,044 before
costs.

This options entitlement issue was underwritten by Martin
Place Securities Pty Limited (“MPS”).

On 13 June 2008, the Company completed a Non Renounceable
Rights Issue. A total of 31,090,865 ordinary fully paid shares
were allotted and issued into the issuer sponsored sub
register on 13 June 2008 to raise a total of $4,663,630 at 15

cents per Share. The Rights Issue was not underwritten and
did not utilise the services of a sponsoring stockbroker so
there were no commissions paid on the sum raised.

Information On Directors

Henry ) Askin BSc (Hons) PhD MSEG MEAGE MPESA
Independent Non Executive Chairman

Dr Askin has over 40 years of experience in the oil exploration
industry, of which some 25 years were with the Shell Group
of Companies, most recently as a consultant. He is based in
Melbourne.

From 1990 until his retirement in December 1997, he was
exploration manager with Shell Development (Australia) Pty.
Ltd. in Melbourne. Throughout this period he was Shell’s
representative on the APPEA Exploration Committee, and
was a Director of the various Shell companies established
pursuant to operations in the Indonesia Australia Zone of
Cooperation.

Dr Askin’s previous appointments with the Shell Group were
in Australia, Oman, Norway, The Netherlands and India.
During this time he held various positions including seismic
interpreter, chief geophysicist, seismic processing manager,
deputy head of new exploration ventures and, immediately
prior to returning to Australia, general manager of Shell
India.

While his career has ranged from seismic interpretation and
prospect generation to senior management, Dr. Askin has
contributed to the practice of geophysics in the wider sense,
most notably in the co-authorship of a paper read at the
EAEG meeting in Belgrade (1987) which received the inaugural
best paper award. He is a life member of the Society of
Exploration Geophysicists, an active member of the European
Association of Geoscientists and Engineers, and a member of
the Petroleum Exploration Society of Australia.

Dr Askin is a non-executive director of Bass Strait Oil Company
Ltd. Within the last three years, he has not been a director of
any other listed public company.

John Heugh BSc (Hons) MAAPG, MPESA
Managing Director

A practising Geologist, Mr Heugh has over 25 years experience
in many aspects of petroleum and mineral exploration, with
15 years experience in oil field exploration and development,
both on shore and off shore, in Australia and overseas,
supplemented by 10 years metallics, environmental and
general geology experience.

He has worked as a consultant to or with sub-contractors
working for a number of petroleum companies, including
Esso, Wapet, Pancontinental Petroleum, Santos, Western
Mining Corporation, Bridge Oil, Ampol, Kuwaiti Foreign
Petroleum Corporation, Arco and Chevron-Texaco. Mr Heugh
also has expertise in technical sales management, general
management, exploration, joint venture and contract

negotiation and management, project generation, logistics,
engineering technical support and remote area operations.
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He has undertaken specialist correspondence studies in
oilfield drilling technology and development at the University
of Texas and has completed advanced management courses
with the Australian Institute of Management.

He holds an honours degree in Science, majoring in Geology
from the University of New England in New South Wales.
Mr Heugh is Chairman of the Curtin University Centre of
Excellence in Petroleum Geology and Engineering Annual
Symposia on Extreme Operations, Petroleum. He is a member
of the Gerson Lerhman Council of Energy Advisers, the
Petroleum Exploration Society of Australia and the American
Association of Petroleum Geologists. Within the last three
years, Mr Heugh has not been a director of any other listed
public company.

Richard Faull BCom CPA
Non Executive Director

Mr Faull has had over 25 years experience as a Director,
Executive and Company Secretary in mining and petroleum
exploration companies. He is currently a Director and Company
Secretary of Fleurieu Mines NL and Barranco Resources NL.
Within the last three years, Mr Faull has not been a director
of any other listed public company.

Mr Faull has a degree in Commerce from the University of
Western Australia and is a member of CPA Australia.

William J Dunmore BSc MSc
Independent Non Executive Director

Mr Dunmore is an experienced reservoir and production
engineer with significant transaction, analysis and financial
modelling experience gained by consultancies and
employment with a number of banks, financial institutions
and petroleum companies including Barclays Bank, Unicredit
HVB, British Gas, HBOS/BankWest, Rothschilds, Gaffney Cline
and Associates, BHP Petroleum, Schlumberger, Hardman,
Mobil, Lasmo, Petrobras, CSX, Total, Nippon Oil, Powergen,
Mosbacher, Unocal and Svenska Petroleum. He has over 30
years of direct relevant experience internationally. He has
been engaged to appear as an expert witness. Within the last
three years, Mr Dunmore has not been a director of any other
listed public company.

Company Secretary

J Bernard Crawford BCom CA ICAEW MBA
appointed 18 August 2008

Mr Crawford is an experienced Finance Manager with over 20
years experience in the resources industry where he has held
various positions in finance and management with NYSE, TSX
and ASX listed companies. He holds a Bachelor of Commerce
degree from the University of Western Australia, a Master of
Business Administration degree from London Business School
and is a Member of the Institute of Chartered Accountants
in Australia and the Institute of Chartered Accountants in
England & Wales.

Mr Crawford was appointed as Chief Financial Officer and
Company Secretary on 18 August 2008.

Directors’ Meetings

During the financial year the Company held eight meetings
of directors. The attendance of directors at meetings of the
board were:

Number eligible Number

to attend attended
Henry Askin 8 8
John Heugh 8 8
Richard Faull 8 6
William Dunmore 8 7

Business of the directors was often effected by written resolutions
signed by all of the directors that were eligible to vote on the
resolution.

Significant Changes in the State of
Affairs

Significant changes in the state of affairs of the Consolidated
Entity during the financial year were as follows:

e In October 2007, Merlin Energy Pty Ltd completed
the acquisition of Exploration Permits 105, 106
and 107 in the Amadeus and Pedirka basins in the
Northern Territory from Traditional Oil Exploration
Pty Ltd via the total payment of $100,000 and
the issue of 1,500,000 Ordinary Shares in Central
Petroleum Limited.

e The Company entered into an $80,000,000 Bond
Subscription Agreement with D.B. Zwirn Mauritius
Trading No. 3 Limited.

e In June 2008 the Hunt Rig 2 was mobilised to
commence the 2008 drilling programme, the first
well being Blamore 1 on EP 93.

Significant Events after the Balance
Date

No matters or circumstances, besides those disclosed at note
26, have arisen since the end of the financial year which
significantly affected or may effect the operations of the
Consolidated Entity, the results of those operations or the
state of affairs of the Consolidated Entity in future financial
years.

Likely Developments

The Consolidated Entity will continue to explore its exploration
acreage in Australia as well as, subject to operational
contingencies, continue with its planned 7 well 2008 drilling
programme which is currently underway.

information about in the

Further likely developments

operations of the Consolidated Entity and the expected
results of those operations in future financial years has not
been included in this report because, in the opinion of the




directors, disclosure of the information may prejudice the
interests of the Consolidated Entity.

Environmental Regulation and
Performance

The Consolidated Entity is subject to significant environmental
regulation with regard to its exploration activities.

The Consolidated Entity aims to ensure the appropriate
standard of environmental care is achieved, and in doing so,
that it is aware of and is in compliance with all environmental
legislation. The directors of the Company and the Consolidated
Entity are not aware of any breach of environmental legislation
for the year under review.

Remuneration Report

This report outlines the remuneration arrangements in place
for directors and executives of the Company. For the purposes
of this report, key management personnel of the Company are
defined as those persons having authority and responsibility
for planning, directing and controlling the major activities of
the Company and includes directors and executives in the
Company receiving the highest remuneration.

Remuneration Policy

The remuneration policy of the Company is to pay its directors
and executives amounts in line with employment market
conditions relevant to the oil exploration industry.

The performance of the Company depends upon the quality
of its directors and executives and the Company strives
to attract, motivate and retain highly qualified and skilled
management.

The remuneration of directors and executives consists of the
following key elements:

0] Annual Salary
Director only);

(Executives and Managing

(i) Directors Fees (Directors only);

(iid) Participation in the Incentive Option Scheme;

(iv) Payment of superannuation benefits in line
with Australian regulatory guidelines; and

(v) Participation in performance-based bonuses

over and above salary arrangements where
applicable and in line with defined key
performance indicators.

Details Of Remuneration (Audited)

Details of the remuneration of the directors and the key
management personnel of Central Petroleum and the
Consolidated Entity are set out in the following tables.

The key management personnel of Central Petroleum Limited
and the Consolidated Entity include the directors as per
pages 11 and 12 and the following executive officers who
have authority and responsibility for planning, directing and
controlling the activities of the Consolidated Entity:

e Mark Di Silvio - Company Secretary and Chief
Financial Officer (appointed 25 September 2007,
resigned 15 August 2008)

e  Randy Frazier - General Manager Drilling, Operations
& Production (appointed 29 January 2008)

Given the size and nature of operations of Central Petroleum
Limited and the Consolidated Entity, there are no other
employees who are required to have their remuneration
disclosed in accordance with the Corporations Act 2001.
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Table 1: Remuneration of Directors and Highest Paid Executives

Short term Post employment Share based Total % of remuneration
payments granted as options
Salary and  Cash Non- Super-  Retirement Shares  Options $ %
fees bonus monetary annuation  benefits
Directors
Henry Askin
2008 85,666 - 3,635 6,000 - - 208,880 304,181 68.7%
2007 60,000 - - 5,400 - - - 65,400 -
John Heugh
2008 284,947 - 3,635 25,645 - - 522,200 836,427 62.4%
2007 224,383 - - 20,195 - - - 244 578 -
Richard Faull
2008 70,189 - 3,635 6,589 200,000 - 208,880 489,293 42.7%
2007 174,520 - - 15,707 - - - 190,227 -
William Dunmore
2008 23,750 - 3,635 - - - 208,880 236,265 88.4%
2007 48,909 - - - - - - 48,909 -
Sub-Total Directors’ Remuneration
2008 464,552 - 14,540 38,234 200,000 - 1,148,840 1,866,166 61.6%
2007 507,812 - - 41,302 - - - 549,114 -

Other key management personnel
Mark Di Silvio (appointed 25 September 2007, resigned 15 August 2008)

2008 133,942 - 3,633 12,055 - - 125,662 275,292 45.6%

2007 - - - - - - - - -
Randy Frazier (appointed 29 January 2008)

2008 122,038 - 3,633 10,983 - - 72,244 208,898 34.6%

2007 - - - - - - - - -
Sub-Total executive key management personnel

2008 255,980 - 7,266 23,038 - - 197,906 484,190 40.9%

2007 - - - - - - - - -
Total remuneration

2008 720,532 - 21,806 61,272 200,000 - 1,346,746 2,350,356 57.3%

2007 507,812 - - 41,302 - - - 549,114 -

Long term remuneration benefits in respect of incentive plans and long service leave entitlements were not applicable in the 2008
and corresponding 2007 period.

Table 2: Compensation Options — Granted and Vested during the year

Terms and Conditions for each Grant Vested
Granted Grant Date Fair Value Average Expiry Date First Last No. %
at Grant Exercise Price/ Exercise Exercise
Date ($) Option($) Date Date
Directors
Henry Askin
2008 2,000,000 3 Jan 08 0.104 0.382 3Jan12 3Jan08 3Jan12 2,000,000 100%
2007 - - - - - - - - -
John Heugh
2008 5,000,000 3 Jan 08 0.104 0.382 3Jan12 3Jan08 3Jan12 5,000,000 100%
2007 - - - - - - - - -
Richard Faull
2008 2,000,000 3 Jan 08 0.104 0.382 3Jan12 3Jan08 3Jan12 2,000,000 100%
2007 - - - - - - - - -
William Dunmore
2008 2,000,000 3Jan 08 0.104 0.382 3Jan12 3Jan08 3Jan12 2,000,000 100%
2007 - - - - - - - - -

Other key management personnel
Mark Di Silvio (appointed 25 September 2007, resigned 15 August 2008)

2008 2,000, OOO 8 Nov 07 0.08 0. 30 30 Nov 10 08 Nov 07 30 Nov 10 800,000 40%

2007 - - - -
Randy Frazier (appointed 29 January 2008)

2008 3,000,000 17 Mar 08 0.054 0.30 31 Mar11 31 Mar08 31 Mar 11 1,000,000 33%

2007 - - - - - - - - -

Total Compensation Options

2008 16,000,000 - - - - - - 12,800,000 -
2007 - - - - - - - - -




Table 3: Options granted as part of remuneration & shares issued on exercise of options

Value of Options  Value of Options  Value of Options Remuneration Shares issued
Granted during the Exercised during Lapsed during the consisting of on exercise of
year ($) the year ($) year ($) options for the compensation
year (%) options
Directors
Henry Askin 208,880 - - 68.7% -
John Heugh 522,200 - - 62.4% -
Richard Faull 208,880 - - 42.7% -
William Dunmore 208,880 - - 88.4% -
Other key management personnel
Mark Di Silvio 163,980 - - 52.3% -
Randy Frazier 161,400 - - 54.2% -

There were no alterations to the terms and conditions of options granted as remuneration since their grant date. There were no
forfeitures during the period. Since 30 June 2008, 1,200,000 options lapsed due to Mr Di Silvio’s resignation. There were no shares
issued on exercise of compensation options in the corresponding 2007 period.

Table 4: Shareholdings of the key management personnel

Balance at Purchases Received Granted as Sales Net change Balance at
beginning of on exercise remuner- other end of year
year of options ation
Directors
Henry Askin
2008 1,000,000 200,000 - - - 1,200,000
2007 1,000,000 - - - - - 1,000,000
John Heugh
200 5,100,001 1,093,680 165,000 - (604,878) 5,753,803
2007 5,100,001 - - - - - 5,100,001
Richard Faull
2008 1,400,001 280,000 - - - - 1,680,001
2007 1,400,001 - - - - - 1,400,001
William Dunmore
2008 600,000 66,666 - - - - 666,666
2007 600,000 - - - - - 600,000

Other key management personnel

Mark Di Silvio
2008 - - - - - - -
2007 - - - - - - -
Randy Frazier
2008 - - - - - - -
2007 - - - - - - -

Table 5: Option holdings of the key management personnel

Balance at Granted as  Purchases  Options Sales Balance at Total Vested Vested and
beginning of year remuneration Exercised end of year exerciseable
Directors
Henry Askin
2008 400,000 2,000,000 500,000 - (100,000) 2,800,000 2,800,000 2,800,000
2007 400,000 - - - - 400,000 400,000 -
John Heugh
2008 2,665,000 5,000,000 2,662,500 (165,000) (612,500) 9,550,000 9,550,000 9,550,000
2007 2,500,000 - 165,000 - - 2,665,000 2,665,000 165,000
Richard Faull
a0s 1 1,000,000 2,000,000 700,000 - (200,000) 3,500,000 3,500,000 3,500,000
2007 1,000,000 - - - - 1,000,000 1,000,000 -
Willi D
fliam Dunmore 350,000 2,000,000 300,000 ; - 2,600,000 2,600,000 2,600,000
2007 300,000 - - - - 300,000 300,000 -
Other key management personnel
Mark Di Silvio
2008 - 2,000,000 - - - 2,000,000 800,000 800,000
2007 - - - - - - - -
Randy Frazier
2008 -

3,000,000 - - - 3,000,000 1,000,000 1,000,000

2007 -




Directors’ Report continued

Service Agreements

The details of service agreements of the key management
personnel of Central Petroleum Limited and the Consolidated
Entity are as follows:

John Heugh, Managing Director:

e Term of the agreement is four years commencing on
2 March 2006.

e  Base annual salary of $240,000 per annum, director’s
fees of $50,000 per annum and superannuation of
$26,100.

e The terms of employment also require the Company
to maintain an appropriate level of Directors and
Officers’ Liability Insurance and provide rights
relating to indemnity, insurance, and access to
documents.

Randy Frazier, General

Production

e Term of agreement — four years commencing 29
January 2008.

e  Base annual salary of $285,000 plus superannuation
contribution of $25,650 to be reviewed annually.
Four weeks annual leave and up to four months sick
leave per annum.

Manager Drilling, Operations &

Prior to his resignation from the position of Chief Financial
Officer and Company Secretary on 15 August 2008, the
Company held an Executive Services Agreement with Mr Mark
Di Silvio in an executive capacity. The term of employment
was for four years starting in September 2007. His base salary
was $175,000 per annum plus statutory superannuation of
$15,750 per annum.

The Company has agreed to terms of engagement with Dr Henry
Askin and Mr William Dunmore whereby they are appointed
as non-executive directors of the Company. The terms of
appointment are subject to the Company’s Constitution. The
terms of engagement also require the Company to maintain an
appropriate level of Directors and Officers’ Liability Insurance
and provide rights relating to indemnity, insurance, and
access to documents. Mr Henry Askin is entitled to receive
a non-executive director’s fee of $70,000 per annum, plus
superannuation benefits. Mr William Dunmore is entitled to
receive a non-executive director’s fee of $25,000 per annum.

Insurance of Directors and Officers

Since the end of the previous financial year the Company
has paid insurance premiums of $21,806 in respect of
directors’ and officers’ liability and legal expenses’ insurance
contracts for current and former directors and officers of the
Consolidated Entity. This insurance cover runs to after the
close of the financial year.

Number of Employees

The Company had eight employees at 30 June 2008.

Proceedings on Behalf of Company

No person has applied for leave of Court to bring proceedings
on behalf of the Consolidated Entity or intervene in any
proceedings to which the Consolidated Entity is a party
for the purpose of taking responsibility on behalf of the
Consolidated Entity for all or any part of those proceedings.
The Consolidated Entity was not a party to any such
proceedings during the year.

Non-Audit Services

The Company’s auditor, Stantons International, did not provide
any non-audit services to the Company during the year.
Stanton Partners, a related entity of Stantons International,
provided tax compliance services amounting to $2,800.

The directors are satisfied that the provision of non-
audit services is compatible with the general standard of
independence for auditors imposed by the Corporations
Act 2001. The nature and scope of the non-audit services
provided do not compromise the general principles relating
to auditor independence in accordance with APES 110: Code
of Ethics for Professional Accountants set by the Accounting
Professional and Ethical Standards Board.

Auditor’s Independence Declaration

A copy of the auditor’s independence declaration as required
under section 307C of the Corporations Act 2001 is set out
on page 17.

Rounding of Amounts

The amounts contained in this report and in the financial
statements have been rounded to the nearest $1 (where
rounding is applicable) under the option available to the
Company under ASIC Class Order 98/100. The Company is an
entity to which the Class Order applies.

Signed in accordance with a resolution of the Directors:

John Heugh - Director
Perth, 24 September 2008




Auditor’s Declaration of Independence

Stantons International

ABN 41 103 088 697

LEVEL |, 1 HAVELOCK STREET
WEST PERTH WA &005, ALISTRALIA
PH: 61 89481 3188 « FAX: 41 B8 9321 1204

W, Slanions. com.au

24 September 2008

Board of Directors

Central Petroleum Limited

Suite 3 Level 4 South Shore Centre
85 The Esplanade

SOUTH PERTH WA 6151

Dear Sirs
RE: CENTRAL PETROLEUM LIMITED

In accordance with section 307C of the Corporations Act 2001, | am pleased to provide
the following declaration of independence to the directors of Central Petroleum Limited.

As Audit Director for the audit of the financial statements of Central Petroleum Limited for
the year ended 30 June 2008, | declare that to the best of my knowledge and belief, there
have been no contraventions of:

(i) the auditor independence requirements of the Corporations Act 2001 in relation to
the audit; and

(i) any applicable code of professional conduct in relation to the audit.

Yours sincerely
STANTONS INTERNATIONAL
(Authorised Audit Company)

?Vonf "

John Van Dieren
Director

" Russel




Corporate Governance Statement

Introduction

The Company is committed to the principles of good
corporate governance and high ethical standards in business
as articulated by the ASX Corporate Governance Council (“the
ASXCGC”). The Company seeks to follow the best practice
recommendations for listed companies to the extent that it
is practicable.

ASX Listing Rules require listed companies to disclose the
extent to which they have complied with the ‘Best Practice
Recommendations’ of the ASXCGC. Set out below are the
principal corporate governance practices of the Company. Any
instances of non-compliance with the recommendations and
reasons for such variance are summarised in the table at the
end of this statement.

Role of the Board of Directors

The board of directors guides and monitors the business and
affairs of the Company on behalf of its shareholders, by whom
the directors are elected and to whom they are accountable.

The board’s primary role is the protection and enhancement
of long-term shareholder value. The board is responsible for
the overall corporate governance of the Company, including
engaging with management in the development of strategic
and business plans, preparation of annual budgets and
establishment of goals for management and monitoring the
achievement of those goals on a regular basis. Management
will report to the board and execute the directives of the
board.

The Board is also responsible for:

e reviewing the performance of the Managing Director
and senior management;

e planning the development, retention and succession
of the management team;

e reviewing and ratifying systems of risk management
and internal compliance, including approving
and monitoring the policies and procedures
relating to occupational health and safety and the
environment;

e approving and monitoring financial and other
reporting, including the progress of major capital
expenditure and capital management;

e approving and and

divestitures; and

monitoring acquisitions

e preparing, implementing and monitoring policies
to ensure that all major developments affecting the
financial position and state of affairs of the Company
and any subsidiaries are announced to the ASX in
strict accordance with the Listing Rules.

The board has also established a framework for the
management of the Company, including a system of internal
control and business risk management and the establishment
of appropriate ethical standards. The board conducts annual
reviews of its processes to ensure that it is able to carry out
its functions effectively and in an efficient manner.

Structure and composition of the Board

The board consists of four directors - the managing director
and three non—executive directors. Two of the non-executive
directors are assessed as being independent directors. It is
the intention of the Company to appoint a third independent
non-executive director once an appropriate level of discovery
success has been achieved, thereby complying with the
recommendation that a majority of the board should be
independent. The Chairman is a non-executive, independent
director and there is a clear division of responsibility between
the Chairman and the Managing Director. The directors bring
a broad range of relevant expertise, both nationally and
internationally, to the board.

All non-executive directors have no business or other
relationship, which could compromise their independence.
Directors are required to keep the board advised of any
interests that could potentially create conflict with those of
the Company.

The directors other than the Managing Director under the
constitution of the Company are obliged to present one third
of their company for retirement and potential re-election at
each annual general meeting of the Company.

In the proper performance of their duties, each director has the
right to seek a reasonable level of independent professional
advice on matters concerning the Company at the Company’s
expense, after obtaining the Chairman’s approval, which will
not be unreasonably withheld. Each director has the right
of access to all relevant Company information and to the
Company’s executives.

Business risk management

The board acknowledges that it is responsible for the overall
internal control and risk management framework. Accordingly,
the board has implemented the following control framework:

Financial reporting: A comprehensive annual budget is
approved by the directors. Monthly results are reported
against budget and revised forecasts are prepared regularly;

Special functional reporting: The board has identified a
number of key areas which are subject to regular reporting to
the board such as safety, environmental, insurance and legal
matters; and

Investment appraisal: The Company has set clearly defined
guidelines for capital expenditure. These include annual
budgets, detailed appraisal and review procedures, levels of
authority and due diligence requirements. Capital expenditure
and revenue commitments above a certain size require prior
board approval. Procedures exist to ensure that business
transactions are properly authorised and executed.

Ethical standards

The directors acknowledge the need for, and continued
maintenance of, the highest standards of ethical conduct by
all directors and employees of the Company. All directors,
executives and employees are required to abide by laws and
regulations, to respect confidentiality and the proper handling
of information and act with their highest standards of honesty,




integrity, objectivity and ethics in all dealings with each other,
the Company, customers, suppliers and the community.

The board has developed a code of conduct reflecting its
high standards and expectations. The code of conduct
will be regularly reviewed and updated as necessary to
ensure it reflects the highest standards of behaviour and
professionalism.

Continuous disclosure

The directors are committed to keeping the market fully
informed of material developments to ensure compliance
with the Listing Rules and the Corporations Act. At each board
meeting, specific consideration is given as to whether any
matters should be disclosed under the Company’s continuous
disclosure policy.

The practice of senior management is to review and authorise
any Company announcement to ensure that the information
is factual, timely, clearly expressed and contains all material
information so that investors can make appropriate
assessments of the information for investment decisions.

Share Trading

The Company has adopted a share dealing code for the
directors and employees, which is appropriate for a company
whose shares are admitted to trading on the ASX, and the
Company will take all reasonable steps to ensure compliance
by its directors and any relevant employees. The share dealing
code is summarised as follows:

e (onsistent with the legal prohibitions on insider
trading contained in the Corporations Act, all
employees, officers and directors are prohibited
from trading in the Company’s securities while
in possession of unpublished price sensitive
information.

e Unpublished price sensitive information is
information which a reasonable person would expect
to have a material affect on the price or value of the
Company’s securities. Examples may include:

o the financial results of the Company and
any of its subsidiaries;

o  projections of future earnings or losses;

changes in senior management; and

o results of drilling and or production
testing.

o

It should be noted that either positive or negative information
may be material.

An employee, officer or director, whilst in possession of
unpublished price sensitive information, is subject to three
restrictions:

e they must not deal in securities affected by
information;

e they must not cause or procure anyone else to deal
in those securities; and

e they must not communicate the information to any
person if they know or ought to know that the other

person will use the information, directly or indirectly,
for dealings in those securities.

Employees, officers, and directors are required to advise the
Company Secretary of their intentions prior to undertaking
any transaction in the Company’s securities. If an employee,
officer or director is considered to possess unpublished price
sensitive information, they will be precluded from making a
security transaction until one trading day after the time of
public release of that information.

Conflict of Interest

Directors and senior management are required to advise the
Chairman of any existing or potential conflict of interest.
When necessary, the Chairman will refer the matter to the
board for determination.

Related party matters

Directors and senior management are required to advise the
Chairman of any related party contract or potential contract.
The Chairman will inform the board and the reporting party
will be required to remove himself/herself from all discussions
and decisions involving the matter. Prior board approval will
be required for all proposed contracts.

Shareholder relations

The directors aim to ensure that the shareholders, on behalf
of whom they act, are informed of all information necessary
to assess the performance of the Company.

Information on all major developments affecting the Company
is available to Shareholders through:

e the Company’s Annual Report;
e quarterly and half yearly reports;

e the annual general meeting of the Company and
other meetings called to obtain approval for board
actions as appropriate. All shareholders who are
unable to attend these meetings will be encouraged
to communicate issues or ask questions by writing
or emailing to the Company; and

e mandatory ASX announcements on the Company
website.

The Company will take advantage of technology, such as
the Company website, to provide greater opportunities
for effective communication with shareholders and to
encourage participation at meetings. The intended practice
of the Company is to place on the website all company
announcements and related information, such as financial
statements and public presentations.

Committees

The board has not established any committees. The board
considers that the management method used is cost effective
and practical and matters are reviewed and approved by the
board as a whole.

On matters of audit and remuneration, the board has policies
that were established to protect the integrity of the Company’s
financial reporting and to review the remuneration policies
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and practices of the Company to ensure that it remunerates
fairly and responsibly.

The audit policy of the board includes the requirement to:

e oversee the effectiveness of the Company’s
accounting and financial policies and controls;

e oversee the independence of the external auditors;
and

e make recommendations to the board on the
appointment of external auditors and reviewing
the performance of the external auditors. The
independent external auditor reports directly to the
board and is required to attend the annual general

e decisions in relation to remuneration packages for
executive directors and senior management;

e decisions in relation to merit recognition
arrangements and termination arrangements; and

e ensuring that any equity-based executive
remuneration is made in accordance with the
thresholds set in plans approved by shareholders.

ASX Principles of Good Corporate Governance

The board has reviewed its current practices in light of the
ASX Principles of Good Corporate Governance and Best
Practice Guidelines with a view to making amendments

where applicable after considering the Company’s size and
the resources it has available.

meeting of the members of the Company to answer
shareholder questions about the audit and the
preparation and content of the audit reports.

As the Company’s activities develop in size, nature and
scope, the size of the board and the implementation of any
additional formal corporate governance committees will be
given further consideration.

The remuneration policy of the board is designed to ensure
that the level and composition of remuneration is competitive,
reasonable and appropriate for the results delivered and to
attract and maintain talented and motivated directors and

o A The following table sets out the Company’s present position
employees. The policy is designed for:

with regard to the adoption of these Principles.

e decisions in relation to executive and non-executive
remuneration policy;

ASX Principle Status Comments

Principle 1. Lay solid foundations for management and oversight

1.1 Formalise and disclose the functions N/A
reserved to the board and those

delegated to management

The Company has not adopted this recommendation to formalise
and disclose the functions reserved to the board and those
delegated to management. The Company has a board comprising
four directors, three of whom are non-executive (including the
Chairman).

The Company considers the expense of sourcing additional
directors at this stage of its development is unwarranted. The
roles and functions within the Company must remain flexible
in order for it to best function within its level of available
resources.

The full board currently meets at regular intervals. In addition,
strategy meetings and any extraordinary meetings are held at
such other times as may be necessary to address any specific
significant matters that may arise.

The board believes the alignment of the interests of directors
with those of shareholders as being the most efficient way to
ensure shareholders interests are protected.

Principle 2. Structure the board to add value

2.1 A majority of the board should be N/A Two of the four Directors are considered to be independent
independent directors according to the ASX definition. The board considers that the
management method used is cost effective and practical and
intends to add further independent directors dependent on
appropriately scaled discovery and production success.
2.2 The chairperson should be an A

independent director




ASX Principle Status Comments
2.3 The roles of chairperson and chief A The positions of Chairman and Managing Director are held by
executive officer should not be exercised separate persons.
by the same individual
2.4 Theboard should establish a nomination N/A  The Company currently does not have a nomination committee.
committee Because of the Company’s size, the board believes that such
a formal committee would contribute little to its effective
management. Nomination matters are reviewed and approved by
the board as a whole.
2.5 Provide the information indicated in A The skills and experience of directors are set out in the Company’s

Guide to reporting on Principle 2

Annual Report and on its website.

Principle 3. Promote ethical and responsible decision-making

3.1

3.2

3.3

Establish a code of conduct to guide
the directors, the chief executive officer
(or equivalent), the chief financial
officer (or equivalent) and any other
key executives as to:

3.1.1 the practices necessary to maintain
confidence in the Company’s integrity
3.1.2 the responsibility and accountability
of individuals for reporting or
investigating reports of unethical
practices

Disclose the policy concerning trading
in Company securities by directors,
officers and employees

Provide the information indicated in
Guide to reporting on Principle 3

A

A

The Company has formulated a Code of Conduct which can be
viewed on the Company’s website

The Company has formulated a Share Trading Policy, a summary
of which, can be viewed on the Company’s website.

The Company’s Code of Conduct and a summary of its Share
Trading Policy can be viewed on the Company’s website

Principle 4. Safeguard integrity in financial reporting

41

4.2

43

44

4.5

Require the chief executive officer (or
equivalent) and the chief financial officer
(or equivalent) to state in writing to
the board that the Company’s financial
reports present a true and fair view, in
all material respects, of the Company’s
financial condition and operational
results and are in accordance with
relevant accounting standards

The board should establish an audit
committee

Structure the audit committee so that
it consists of:

e only non-executive directors

e a majority of independent directors

e an independent chairperson who is
not the chairperson of the board

e at least three members

The audit committee should have a
formal charter

Provide the information indicated in
Guide to reporting on Principle 4

A

N/A

N/A

N/A

N/A

The Company currently does not have an audit committee.
Because of the Company’s size, the board believes that an audit
committee would contribute little to its effective management.
Audit matters are reviewed and approved by the board as a
whole.
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ASX Principle Status Comments

Principle 5. Make timely and balanced disclosure

5.1 Establishwritten policies and procedures N/A It is the policy of the board to comply with the disclosure
designed to ensure compliance with ASX requirements of the ASX Listing Rules and this policy is detailed
Listing Rule disclosure requirements in the accompanying corporate governance statement.
and to ensure accountability at a senior
management level for that compliance The board is acutely aware of the continuous disclosure regime

and there are strong informal systems in place to ensure
compliance.

5.2  Provide the information indicated in N/A  The board receives regular reports on the status of the Company’s

Guide to Reporting on Principle 5

Principle 6. Respect the rights of shareholders

activities and any new or proposed activities. Disclosure is
reviewed at the Company’s board meetings.

6.1 Design and disclose a communications A In line with adherence to continuous disclosure requirements of
strategy  to promote effective ASX all shareholders are kept informed of major developments
communication with shareholders and affecting the Company. This disclosure is through regular
encourage effective participation at shareholder communications including the Annual Report,
general meetings Quarterly Reports, the Company website and the distribution of

specific releases covering major transactions or events.

6.2  Request the external auditor to attend A Shareholders are encouraged to exercise their right to vote, either
the annual general meeting and by attending meetings, or by lodging a proxy. The Company’s
be available to answer shareholder auditors attend the annual general meeting.
questions about the conduct of the
audit and the preparation and content
of the auditor’s report

Principle 7. Recognise and manage risk

7.1 The board or appropriate board N/A  The Company currently does not have a committee for the
committee should establish policies on purpose of recognising and managing risk but it does have a
risk oversight and management policy in place in this regard. Because of the Company’s size,

the board believes that such a committee would contribute little
to its effective management. Such matters are reviewed and
approved by the board as a whole.

7.2 The chief executive officer (or A
equivalent) and the chief financial
officer (or equivalent) should state to
the board in writing that:

7.2.1 the statement given in accordance
with best practice recommendation 4.1
(the integrity of financial statements)
is founded on a sound system of risk
management and internal compliance
and control which implements the
polices adopted by the board

7.2.2 the Company’s risk management
and internal compliance and control
system is operating efficiently and
effectively in all material respects

7.3  Provide the information indicated in A
Guide to Reporting on Principle 7 (part)

Principle 8. Encourage enhanced performance

8.1

Disclose the process for performance
evaluation of the board, its committees
and individual directors, and key

executives

N/A

Because of the size and structure of the board a formal
performance evaluation process is not conducted.




ASX Principle Status Comments
Principle 9. Remunerate fairly and responsibly
9.1 Provide disclosure in relation to the A The Company discloses remuneration-related information
Company’s remuneration policies to in its Annual Report to shareholders in accordance with the
enable investors to understand (i) the Corporations Act 2001.
costs and benefits of those policies and
(i) the link between remuneration paid Remuneration levels are determined by the board on an individual
to directors and key executives and basis, the size of the Company making individual assessment
corporate performance more appropriate than formal remuneration policies. In doing so,
the board seeks to retain professional services as it requires, at
reasonable market rates, and seeks external advice and market
comparisons where necessary.
9.2 The board should establish a N/A
remuneration committee
9.3  Clearly distinguish the structure of non- A
executive directors’ remuneration from
that of executives
9.4 Ensure that payment of equity-based A
executive remuneration is made in
accordance with thresholds set in plans
approved by shareholders
9.5  Provide information indicated in Guide N/A

to Reporting on Principle 9

Principle 10. Recognise the legitimate interests of stakeholders

10.1  Establish and disclose a code of
conduct to guide compliance with legal
and other obligations to legitimate
stakeholders

A = Adopted

N/A = Not Adopted

A

The Company’s Code of Conduct is set out in the Company’s
website.

The board continually reviews existing procedures over time to
ensure adequate processes are in place.

All directors, employees and contractors are expected to act with
the utmost integrity and objectivity in their dealings with other
parties.




Income Statement

FOR THE YEAR ENDED 30 JUNE 2008

Consolidated Parent Entity

Note 2008 2007 2008 2007
S $ S $

Revenue 950,407 425,385 783,462 421,957
Share based employment benefits (1,443,342) (10,182) (1,443,342) (10,182)
Administrative expenses (906,189) (495,403) (903,179) (492,041)
Borrowing costs (270,000) - (270,000) -
Consultancy fees (86,193) (218,950) (86,193) (218,950)
Depreciation & write offs (76,615) (66,285) (76,615) (66,285)
Employee benefits (1,530,622) (722,074) (1,530,622) (722,074)
Exploration expenditure (8,668,978) (2,339,677) (83,202) (97)
Insurance expense (33,083) (24,205) (33,083) (24,205)
Legal fees (395,999) (57,382) (395,999) (57,382)
Provision for doubtful debts - - (9,357,870) (2,638,664)
Travel and accommodation (92,969) (46,633) (92,969) (46,137)
Recovery of operating costs 381,359 (840) 381,359 -
Loss before income tax (12,172,224) (3,556,246) (13,108,253) (3,854,060)
Income tax - - - -
Loss after income tax (12,172,224) (3,556,246) (13,108,253) (3,854,060)
Net loss attributable to members of the

parent entity (12,172,224) (3,556,246) (13,108,253) (3,854,060)

The accompanying notes form part of these financial statements.




Balance Sheet

AS AT 30 JUNE 2008

Consolidated

Parent Entity

Note 2008 2007 2008 2007
S $ S $

CURRENT ASSETS
Cash and cash equivalents 6 15,413,345 5,231,785 15,404,544 5,154,109
Trade and other receivables 7 1,673,021 356,142 635,569 36,312
Inventories 8 468,322 80,894 468,322 80,894
TOTAL CURRENT ASSETS 17,554,688 5,668,821 16,508,435 5,271,315
NON-CURRENT ASSETS
Trade and other receivables 7 - - - -
Property, plant and equipment 9 193,182 159,644 193,182 159,644
Investments in controlled entities 20 - - 9,807,853 9,807,851
Exploration assets 12 10,263,783 9,788,782 - -
Other financial assets 13 1,376,150 65,000 1,336,150 -
TOTAL NON-CURRENT ASSETS 11,833,115 10,013,426 11,337,185 9,967,495
TOTAL ASSETS 29,387,803 15,682,247 27,845,620 15,238,810
CURRENT LIABILITIES
Trade and other payables 10 3,097,318 423,939 2,775,431 264,769
Convertible notes 24 - - - -
Provisions 11 97,542 52,406 97,542 52,406
TOTAL CURRENT LIABILITIES 3,194,860 476,345 2,872,973 317,175
NON-CURRENT LIABILITIES
Provisions 11 - 10,082 - 10,082
TOTAL NON-CURRENT LIABILITIES - 10,082 - 10,082
TOTAL LIABILITIES 3,194,860 486,427 2,872,973 327,257
NET ASSETS 26,192,943 15,195,820 24,972,647 14,911,553
EQUITY
Issued capital 14 39,234,061 19,395,862 39,234,061 19,395,862
Shares to be issued 14 - 511,238 - 511,238
Share options reserve 14 5,839,643 1,997,257 5,839,643 1,997,257
Accumulated losses 5 (18,880,761) (6,708,537) (20,101,057) (6,992,804)
TOTAL EQUITY 26,192,943 15,195,820 24,972,647 14,911,553

The accompanying notes form part of these financial statements.




Statement of Changes in Equity

FOR THE YEAR ENDED 30 JUNE 2008

Issued Capital Share
Consolidated & shares to Option Accumulated
be issued Reserve Losses Total
S S S S
Total equity at 1 July 2006 19,390,862 1,987,075 (3,152,291) 18,225,646
Loss for the period - - (3,556,246) (3,556,246)
Total recognised income and j _ (3,556,246) (3,556,246)
expense for the year
Share issues - - - -
Capital receipts pending allotment 511,238 - - 511,238
Share based payments - 10,182 - 10,182
Share options exercised 5,000 - - 5,000
Total equity at 30 June 2007 19,907,100 1,997,257 (6,708,537) 15,195,820
Loss for the period - - (12,172,224) (12,172,224)
Total recognised income and ] ] (12,172,224) (12,172,224)
expense for the year
Capital receipts pending allotment (511,238) - - (511,238)
Share issues net of costs 10,827,034 - - 10,827,034
Share based payments (200,000) 1,643,342 - 1,443,342
Placement - MPS clients 1,259,400 - - 1,259,400
Options entitlement issue - 2,199,044 - 2,199,044
Share options exercised 7,951,765 - - 7,951,765
Total equity at 30 June 2008 39,234,061 5,839,643 (18,880,761) 26,192,943
Parent Entity Issued Capital Share
& shares to Option Accumulated
be issued Reserve Losses Total
S $ S $
Total equity at 1 July 2006 19,390,862 1,987,075 (3,138,744) 18,239,193
Loss for the period - - (3,854,060) (3,854,060)
Total recognised income and ; ) (3,854,060) (3,854,060)
expense for the year
Capital receipts pending allotment 511,238 - - 511,238
Share based payments - 10,182 - 10,182
Share options exercised 5,000 - - 5,000
Total equity at 30 June 2007 19,907,100 1,997,257 (6,992,804) 14,911,553
Loss for the period - - (13,108,253) (13,108,253)
Total recognised income and ) ) (13,108,253) (13,108,253)
expense for the year
Capital receipts pending allotment (511,238) - - (511,238)
Share issues net of costs 10,827,034 - - 10,827,034
Share based payments (200,000) 1,643,342 - 1,443,342
Placement - MPS clients 1,259,400 - - 1,259,400
Options entitlement issue - 2,199,044 - 2,199,044
Share options exercised 7,951,765 - - 7,951,765
Total equity at 30 June 2008 39,234,061 5,839,643 (20,101,057) 24,972,647

The accompanying notes form part of these financial statements.




Cash Flow Statement

FOR THE YEAR ENDED 30 JUNE 2008

Consolidated Parent Entity
Note 2008 2007 2008 2007
S $ S $
Cash flows from operating activities
Interest 789,100 497,864 777,456 494,436
Payments to suppliers and
employees (10,029,408) (3,954,365) (1,041,019) (1,414,948)
Net cash inflow/(outflow) from 19(a) (9,240,308 (3,456,501) (263,563) (920,512)
operating activities
Cash flows from investing activities
Purchase of inventories (407,834) (80,894) (407,834) (80,894)
Purchase of plant and equipment (110,152) (94,989) (110,152) (94,989)
Long term investments & bonds (1,336,150) - (1,336,150) -
Exploration expenditure (75,000) (25,000) - -
Purchase of shares in controlled
entities - - (2) -
Loans to controlled entities - - (8,982,868) (2,638,663)
Net cash inflow/(outflow) from (1,929,136) (200,883) (10,837,006) (2,814,546)
investing activities
Cash flows from financing activities
Proceeds from issue of shares and
options 21,835,669 5,000 21,835,669 5,000
Capital receipts pending allotment } 511,238 ) 511,238
Share issue and listing costs (484,665) - (484,665) -
Net cash inflow from financing
activities 21,351,004 516,238 21,351,004 516,238
Net increase / (decrease) in cash
and cash equivalents held 10,181,560 (3,141,146) 10,250,435 (3,218,820)
Cash and cash equivalents at the
beginning of the financial year 5,231,785 8,372,931 5,154,109 8,372,929
Cash and cash equivalents at the 6 15,413,345 5,231,785 15,404,544 5,154,109

end of the financial year

The accompanying notes form part of these financial statements.




Notes to the Financial Statements

FOR THE YEAR ENDED 30 JUNE 2008

1. Statement of Significant Accounting
Policies

Basis of Preparation

The financial report of Central Petroleum Limited and its
controlled entities is a general purpose financial report which
has been prepared in accordance with the requirements of
the Corporations Act 2001, Australian Accounting Standards,
Australian Accounting Interpretations, other authoritative
pronouncements of the Australian Accounting Standards
Board and has also been prepared on an accrual basis and is
based on historical costs.

The financial report is presented in Australian dollars.

The financial report of Central Petroleum Limited and its
controlled entities for the financial year ended 30 June 2008
was authorised for issue in accordance with a resolution of
the directors on 24 September 2008.

Central Petroleum Limited is a company limited by shares,
incorporated in Australia and whose shares are publicly
traded on the Australian Securities Exchange.

The Group has one business activity, being the exploration
for gas and petroleum resources. This activity is carried out
from the Group’s principal business office in Perth, Western
Australia, and currently in one geographical segment, being
Australia, principally in the Northern Territory.

Statement of compliance

The consolidated financial report of Central Petroleum
Limited and controlled entities, complies with Australian
Accounting Standards, which include Australian Equivalents
to International Financial Reporting Standards (AIFRS), in their
entirety. Compliance with AIFRS ensures that the financial
report also complies with International Financial Reporting
Standards (IFRS) in their entirety.

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.

(i) 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 borrowing costs.

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

A revised AASB 101 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 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.

The following is a summary of the material accounting policies
adopted by the Company in the preparation of the financial
report.

(@) Principles of consolidation

The consolidated financial report combines the financial
report of the Company, being the parent entity, and its
controlled entities (“the Consolidated Entity”). Where an
entity either began or ceased to be controlled during the
financial year, the results are included only from the date
control commenced or up to the date control ceased. The
balances and effects of transactions between controlled
entities included in the consolidated financial report have
been eliminated.

The interest of the Group in unincorporated joint ventures
and jointly controlled assets are brought to account by
recognising in its financial statements the proportionate
interests in the assets it controls, the liabilities that it
incurs and the expenses that it incurs.




(b) Property, plant and equipment

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

Plant and equipment

Plant and equipment are measured on the cost basis.
The carrying amount of plant and equipment is reviewed
annually to ensure it is not in excess of the recoverable
amount from these assets. The recoverable amount is
assessed on the basis of the expected net cash flows
which will be received from the assets employment
and subsequent disposal. The expected net cash flows
have not been discounted to their present values in
determining recoverable amounts. The cost of fixed assets
constructed within the Consolidated Entity includes the
cost of materials, direct labour, borrowing costs and an
appropriate proportion of fixed and variable overheads.
Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits
associated with the item will flow to the Consolidated
Entity and the cost of the item can be measured reliably.
All other repairs and maintenance are charged to the
income statement during the financial period in which
they are incurred.

Depreciation

Depreciation of plant and equipment is calculated on a
reducing balance basis so as to write off the net costs
of each asset over the expected useful life. The assets’
residual values and useful lives are reviewed, and
adjusted if appropriate, at each balance sheet date. An
asset’s carrying amount is written down immediately to
its recoverable amount if the asset’s carrying amount is
greater than its estimated recoverable amount. Gains
and losses on disposals are determined by comparing
proceeds with the carrying amount. These are included in
the income statement.

The expected useful life for each class of depreciable
assets are:

Class of Fixed Asset Expected useful life

©

Leasehold Improvements 2 — 6 years

Plant and Equipment 2 — 10 years

Impairment of assets

At each reporting date, the Consolidated Entity reviews the
carrying values of its assets to determine whether there
is any indication that those assets have been impaired.
If such an indication exists, the recoverable amount of
an asset, being the higher of the asset’s fair value less
costs to sell and value in use, is compared to the asset’s
carrying value. Any excess of the asset’s carrying value
over its recoverable amount is expensed to the income
statement.

(d) Leases

(e

()

Capitalised leased assets are depreciated over the shorter
of the estimated useful life of the asset and the lease term
if there is no reasonable certainty that the Consolidated
Entity will obtain ownership by the end of the lease
term.

Operating lease payments are recognised as an expense
in the period in which they are incurred.

Exploration expenditure

Exploration and evaluation costs are expensed as incurred.
Acquisition costs are accumulated in respect of each
separate area of interest. Acquisition costs are carried
forward where right of tenure of the area of interest is
current and they are expected to be recouped through
sale or successful development and exploitation of the
area of interest or, where exploration and evaluation
activities in the area of interest have not yet reached a
stage that permits reasonable assessment of the existence
of economically recoverable reserves. When an area of
interest is abandoned or the directors decide that it is
not commercial, any accumulated costs in respect of that
area are written off in the financial period the decision
is made. Each area of interest is also reviewed at the
end of each accounting period and accumulated costs
written off to the extent that they will not be recoverable
in the future. Amortisation is not charged on costs carried
forward in respect of areas of interest in the development
phase until production commences.

Income tax

The charge for current income tax expense is based on
the profit for the year adjusted for any non-assessable or
disallowed items. It is calculated using the tax rates that
have been enacted or are substantially enacted by the
balance sheet date.

Deferred tax is accounted for using the balance sheet
liability method in respect of temporary differences arising
between the tax bases of assets and liabilities and their
carrying amounts in the financial statements. No deferred
income tax will be recognised from the initial recognition
of an asset or liability, excluding a business combination,
where there is no effect on accounting or taxable profit or
loss.

Deferred tax is calculated at the tax rates that are expected
to apply to the period when the asset is realised or
liability is settled. Deferred tax is credited in the income
statement except where it relates to items that may be
credited directly to equity, in which case the deferred tax
is adjusted directly against equity.

Deferred income tax assets are recognised to the extent
that it is probable that future tax profits will be available
against which deductible temporary differences can be
utilised.

The amount of benefits brought to account or which may
be realised in the future is based on the assumption
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(g

()

0

0

Q)

that no adverse change will occur in income taxation
legislation and the anticipation that the economic entity
will derive sufficient future assessable income to enable
the benefit to be realised and comply with the conditions
of deductibility imposed by the law.

Tax Consolidation

The Company and its wholly-owned Australian resident
entities are part of a tax-consolidated group with effect
from 30 June 2007. As a consequence, all members of the
tax-consolidated group are taxed as a single entity from
that date. The head entity within the tax-consolidated
Group is Central Petroleum Limited. The members of the
tax-consolidated group are identified at note 20.

Trade and other receivables

Receivables are recognised and carried at the original
amount less an allowance for any uncollectible amounts.
An allowance for doubtful debts is made when there is
objective evidence the Consolidated Entity will not collect
the debts. Bad debts are written off when identified.

Trade and other payables

Liabilities for trade and other amounts are carried at cost
which is fair value of the consideration to be paid in the
future for goods and services received, whether or not
billed to the Consolidated Entity.

Inventories

Inventories comprise raw materials and finished goods
and are valued at the lower of cost and net realisable
value. Costs are allocated on a first in first out basis or
weighted average cost basis.

Employee benefits

Provision is made for employee benefits accumulated as a
result of employees rendering services up to the reporting
date. These benefits include wages and salaries, annual
leave, and long service leave.

Liabilities arising in respect of wages and salaries, annual
leave and other employee benefits expected to be settled
within twelve months of the reporting date are measured
at their nominal amounts based on remuneration rates
which are expected to be paid when the liability is settled.
All other employee benefit liabilities are measured at the
present value of the estimated future cash outflow to be
made in respect of services provided by employees up to
the reporting date. In determining the present value of
future cash outflows, the market yield as at the reporting
date on national government bonds, which have terms to
maturity approximating the terms of the related liability,
are used.

Share-based payments

The Company provides benefits to employees (including
directors) of the Company in the form of share-based
payment transactions, whereby employees render services

0

in exchange for options (“equity-settled transactions”).
The Company has also issued options to suppliers. The
cost of these equity settled transactions with employees
and suppliers is measured by reference to the fair value
at the date at which they are granted. The fair value is
determined by an external valuation using the Black-
Scholes model. In valuing equity-settled transactions as
they relate to employees, no account has been taken of
any performance conditions, other than conditions linked
to the price of shares of Central Petroleum Limited if
applicable.

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

The cumulative expense recognised for equity-settled
transactions at each reporting date until vesting date
reflects (i) the extent to which the vesting period has
expired and (i) the Consolidated Entity’s best estimate
of the number of equity instruments that will ultimately
vest. 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. The income statement charge or credit for
a period represents the movement in cumulative expense
recognised as at the beginning and end of that period.

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

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
a maturity of three months or less. For the purpose of
the Statement of Cash Flows, cash and cash equivalents
consist of cash and cash equivalents as defined above,
net of outstanding overdrafts.

(m) Goods and Services Tax (GST)

()

Revenues, expenses and assets are recognised net of the
amount of GST, except where the amount of GST incurred
is not recoverable from the Australian Tax Office. In these
circumstances the GST is recognised as part of the cost
of acquisition of the asset or as part of an item of the
expense. Receivables and payables in the balance sheet
are shown inclusive of GST.

Revenue recognition

Interest revenue is recognised on a time proportionate
basis that takes into account the effective yield on the
financial assets.




(o) Critical accounting judgements and key sources of

estimate uncertainty

In the application of the Group’s accounting policies,
management is required to make judgements, estimates
and assumptions regarding carrying values of assets and
liabilities that are not readily apparent from other sources.
The estimates and assumptions are based on historical
experience and various other factors that are believed
to be reasonable under the circumstance, the results of
which form the basis of making the judgements. Actual
results may differ from these estimates.

Key judgements in applying the entity’s accounting
policies

(i) Rehabilitation

The Group recognises any obligations for removal and
restoration that are incurred during a particular period
as a consequence of having undertaken exploration and
evaluation activity. At present, the Group does not have
any facilities that would have a material impact in relation
to future restoration costs and accordingly there is no
provision for future restoration expenditure. This position
may change should the Group embark on a substantial
development project.

(i) Share-based Payments

The Group is required to use assumptions in respect of
their fair value models, and the variable elements in these
models, used in determining share based payments. The
directors have used the Black-Scholes model to evaluate
options, which requires estimates and judgements to
quantify the inputs.

(i) Impairment of capitalised exploration and evaluation
expenditure

The future recoverability of capitalised exploration and
evaluation expenditure is dependent on a number of
factors, including whether the Group decides to exploit the
lease itself or, if not, whether it successfully recovers the
related exploration and evaluation expenditure through
sale. Factors that impact recoverability may include (but
are not limited to) the level of resources and reserves, the
cost of production, future legal changes and commodity
price changes.

Acquisition expenditure is capitalised if activities in the
area of interest have not yet reached a stage that permits
a reasonable assessment of the existence or otherwise
of economically recoverable reserves. To the extent that
the capitalised acquisition expenditure is determined not
to be recoverable in future, profits and net assets will
be reduced in the period in which this determination is
made.

(iv) Provision for intercompany receivables

The company provides loans to its subsidiaries in order
for them to fund their exploration activities. In assessing
the recoverability of these intercompany receivables,
management has determined that the ability of the
subsidiaries to repay these loans is dependent on the
success of exploration activities. Given the inherently high
risk nature of mineral exploration, there is not certainty
that sufficient income will be generated by these projects
to repay the amounts due to the parent company. As a
result, all intercompany receivables have been provided
for in full at balance date.
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Consolidated Parent Entity
2008 2007 2008 2007
S $ S $
2. OPERATING REVENUE
Cash management trust distributions - 15,735 - 15,735
Interest 815,511 409,650 803,867 406,222
Other 134,896 - (20,405) -
Total revenue 950,407 425,385 783,462 421,957
3. LOSS BEFORE INCOME TAX
Loss before income tax has been determined after:-
Expenses/(Gains)
Depreciation 76,615 66,285 76,615 66,285
Exploration 8,668,978 2,339,677 83,202 97
Share-based payments 1,443,342 10,182 1,443,342 10,182

4 INCOME TAX

The Consolidated Entity is in a tax loss position and is not yet in a situation whereby it can satisfy AASB112 for
the recognition of its tax losses. Accordingly, no current or deferred income tax benefits have yet been brought to
account.

Income tax expense
Current tax - - - -

Deferred tax - - - -

Numerical reconciliation of income tax expense and prima facie tax benefit

Loss from ordinary activities

before income tax expense (12,172,224) (3,556,246) (13,108,253) (3,854,060)
Prima facie tax benefit at 30% 3,651,667 1,066,874 3,932,476 1,156,218
Non-deductible items (204,648) (17,215) (204,246) (17,215)
Share based payments (433,003) (3,055) (433,003) (3,055)
Provisions (12,045) (34,469) (1,931,551) (825,870)
Capital raising costs 185,208 115,199 185,128 115,199
Capitalised exploration expenditure 142,500
Benefit of tax loss not recognised (3,329,679) (1,127,334) (1,548,803) (425,277)

Income tax expense - - - -

Deferred tax assets

Provisions 20,045 30,940 20,045 30,940
Capital raising costs 480,215 315,375 480,215 315,375
Undeducted losses 4,905,696 1,576,017 4,905,696 1,576,017
Deferred tax assets not recognised 5,405,956 1,922,332 5,405,956 1,922,332

Deferred tax liabilities
Capitalised exploration expenditure (142,500) - (142,500) -

Net deferred tax assets 5,263,456 1,922,332 5,263,456 1,922,332




Consolidated Parent Entity

2008 2007 2008 2007
S $ S $
5. ACCUMULATED LOSSES
Accumulated losses at the
beginning of the financial year (6,708,537) (3,152,291) (6,992,804) (3,138,744)
Net loss for the financial year (12,172,224) (3,556,246) (13,108,253) (3,854,060)
Accumulated losses at the
end of the financial year (18,880,761) (6,708,537) (20,101,057) (6,992,804)
6. CASH AND CASH EQUIVALENTS
Cash at bank 15,413,345 1,231,785 15,404,544 1,154,109
Cash on short term deposit - 4,000,000 - 4,000,000
15,413,345 5,231,785 15,404,544 5,154,109
7. TRADE AND OTHER RECEIVABLES
Current
Other receivables 124,655 110,966 29,330 1,366
GST input tax credits 662,589 235,908 133,921 25,678
Prepayments 472,318 9,268 472,318 9,268
Joint Venture Partner
Contributions receivable 413,459 i i i
1,673,021 356,142 635,569 36,312
Non-current
Loans to controlled entities - - 12,317,834 2,959,964
Provision for impairment - - (12,317,834) (2,959,964)

The Group’s exposure to credit and currency risks and impairment losses related to trade and other receivables is
disclosed in note 21.

8. INVENTORIES

Drilling materials 468,322 80,894 468,322 80,894
Lease Plant and
improvements equipment Total

9. PROPERTY, PLANT AND EQUIPMENT
Year ended 30 June 2008

At 1 July 2007, gross carrying amount 82,554 156,424 238,978
Accumulated depreciation (35,361) (43,973) (79,334)
At 1 July 2007, net of accumulated depreciation 47,193 112,451 159,644
Additions 8,596 101,557 110,153
Depreciation and write offs for the year (28,638) (47,977) (76,615)
At 30 June 2008, net of accumulated depreciation 27,151 166,031 193,182
Gross carrying amount 91,150 257,981 349,131
Accumulated depreciation (63,999) (91,950) (155,949)

At 30 June 2008, net of accumulated depreciation 27,151 166,031 193,182
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9. PROPERTY, PLANT AND EQUIPMENT (continued)

Lease Plant and
improvements equipment Total
Year ended 30 June 2007
At 1 July 2006, gross carrying amount 76,258 67,731 143,989
Accumulated depreciation (8,344) (4,704) (13,048)
At 1 July 2006, net of accumulated depreciation 67,914 63,027 130,941
Additions 6,296 88,693 94,989
Depreciation and writeoffs for the year (27,017) (39,269) (66,286)
At 30 June 2007, net of accumulated depreciation 47,193 112,451 159,644
Consolidated Parent Entity
2008 2007 2008 2007
S $ S $
10. TRADE AND OTHER PAYABLES
Trade payables 3,036,877 356,275 2,714,990 197,105
Tax liabilities and superannuation 60,441 67,664 60,441 67,664
3,097,318 423,939 2,775,431 264,769

Trade payables are usually non-interest bearing provided payment is made within the terms of credit. The Group’s
exposure to liquidity and currency risks related to trade and other payables is disclosed in note 21.

11.  PROVISIONS

Current
Employee entitlements 97,542 52,406 97,542 52,406

Non-current
Employee entitlements - 10,082 - 10,082

12. EXPLORATION ASSETS

Excess of fair value of
tenements in controlled

entities over the carrying value 10,263,783 9788782 i} )

13.  OTHER FINANCIAL ASSETS

Security bonds on exploration
permits & DBZ Bond 1,376,150 65,000 1,336,150 -

1,376,150 65,000 1,336,150 -




2008 2007 2008 2007
Number of Number of S $
shares shares
14.  ISSUED CAPITAL
Ordinary Shares 252,308,265 130,885,252 39,234,061 19,395,862
Movements in issued capital:
Balance at beginning of year 130,885,252 130,860,252 19,395,862 19,390,862
14 Feb 2007 Exercise of options at $0.20
per share 25,000 5,000
July 2007 Exercise of share options 38,741,251 - 7,748,250 -
July 2007 Share Issue to MPS clients at 6,297,000 ) 1,259,400 )
$0.20 per share
October 2007 Share Issue at $0.25 per 1,500,000 ) 375,000 )
share to vendors of EP105-107
March 2008 Loan shares to MPSSSF 2,941,176 - 273,069 -
April to June 2008 DBZ Conversion of 39,838,664 ) 6,000,000 )
Bonds
May 2008 Conversion of 30-Jun-10 Options 14,057 - 3,514 -
Junfe 2008 Cpnversion of 20-Feb-11 1,000,000 ) 200,000 )
unlisted options at $0.20
June 2008 rights issue 31,090,865 - 4,663,630 -
Capital raising costs - (684,664) -
Balance at end of year 252,308,265 130,885,252 39,234,061 19,395,862
Shares to be Issued - 2,556,186 - 511,238
Balance at beginning of year 2,556,186 - 511,238 -
Proceeds from the exercise of options at
$0.20 cents each received prior to 30 June
2007 and subsequently converted into fully
paid ordinary shares (2,556,186) 2,556,186 (511,238) 511,238
Balance at end of year - 2,556,186 - 511,238
2008 2007 2008 2007
Number of Number of $ $
options options
Share options reserve 142,147,703 68,291,251 5,839,643 1,997,257
Movements in options to subscribe for
fully paid ordinary shares exercisable at
$0.20 on or before 30 June 2007:
Balance at beginning of year 38,741,251 39,563,251 1,125 1,125
Issued during the year - - - -
Exercised during the year (38,741,251) (25,000) - -
Expired during the year - (797,000) - -
Balance at end of year @ - 38,741,251 1,125 1,125

® The options were exercised subsequent
to year end.
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14. ISSUED CAPITAL (continued)

2008 2007 2008 2007
Number of Number of S $
options options

Movements in options to subscribe for

fully paid ordinary shares exercisable

at $0.20 on or before 31 May 2010:

Balance at beginning of year 21,250,000 21,250,000 1,402,750 1,402,750

Issued during the year - - - -
Exercised during the year - - - -
Cancelled - - - -
Balance at end of year 21,250,000 21,250,000 1,402,750 1,402,750

Movements in options to subscribe for
fully paid ordinary shares exercisable at
$0.20 on or before 20 February 2011:

Balance at beginning of year 8,000,000 8,000,000 583,200 583,200
Issued during the year - - - -
Exercised during the year (1,000,000) - - -
Cancelled - - - -
Balance at end of year 7,000,000 8,000,000 583,200 583,200

Movements in options to subscribe for
fully paid ordinary shares exercisable at
$0.25 on or before 31 January 2010:

Balance at beginning of year 300,000 - 10,182 -
Issued during the year - 300,000 5,500 10,182
Exercised during the year - - - -
Cancelled - - - -
Balance at end of year 300,000 300,000 15,682 10,182

Movements in options to subscribe for

fully paid ordinary shares exercisable at

$0.25 on or before 30 June 2010:

Balance at beginning of year - - -

Issued during the year 95,961,760 - 2,399,044
Exercised during the year - - -

Conversion to ordinary shares (14,057) - -
Cancelled - - -
Balance at end of year 95,947,703 - 2,399,044

Movements in options to subscribe for

fully paid ordinary shares exercisable at

$0.30 on or before 30 November 2010:

Balance at beginning of year - - -

Issued during the year 3,450,000 - 218,479
Exercised during the year - - -
Cancelled (450,000) - (22,958)

Balance at end of year 3,000,000 - 195,521




2008 2007 2008 2007

Number of Number of $ $
options options

Movements in options to subscribe for

fully paid ordinary shares exercisable at

$0.28, $0.33, $0.37, $0.43 and $0.50 on

or before 3 January 2012:

Balance at beginning of year - - -

Issued during the year 11,000,000 - 1,148,840
Exercised during the year - - -

Cancelled - - -

Balance at end of year 11,000,000 - 1,148,840

Movements in options to subscribe for

fully paid ordinary shares exercisable at

$0.30 on or before 31 March 2011:

Balance at beginning of year - - -

Issued during the year 3,650,000 - 93,481

Exercised during the year - - -

Cancelled - - -
Balance at end of year 3,650,000 - 93,481
Total 142,147,703 68,291,251 5,839,643 1,997,257
Consolidated Parent Entity
2008 2007 2008 2007
S $ $ $
15.  AUDITOR’S REMUNERATION
Audit 41,601 31,314 41,601 31,314
*Tax compliance services 2,800 - 2,800 -
44,401 31,314 44,401 31,314
*Tax compliance services were provided by Stanton Partners, a related entity of the auditor.
16. EARNINGS PER SHARE

Basic earnings per share (EPS) is determined by dividing the Consolidated Entity’s operating profit or loss after
income tax by the weighted average number of shares on issue during the financial year, adjusted for bonus elements
in ordinary shares issued during the year.

Diluted earnings per share adjusts the numbers used in determining Basic EPS to take into account the after tax effect
of interest and other costs associated with dilutive potential ordinary shares and the weighted average number of
shares assumed to have been issued for no consideration in relation to dilutive potential ordinary shares.

2008 2007
Cents per share Cents per share
Basic loss per share (6.68) (2.72)
Diluted loss per share (6.68) (2.72)
$ $
Net loss used in calculating basic and diluted losses per share (12,172,224) (3,556,246)
# #
Weighted average number of ordinary shares on issue during the
year used in calculating basic loss per share 182,344,081 130,869,567

The basic loss per share and diluted loss per share are the same
because the outstanding options are not considered dilutive.
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17.  KEY MANAGEMENT PERSONNEL

(A) Aggregate compensation of the key management personnel:

Consolidated Parent Entity
2008 2007 2008 2007
S $ S $

Short term benefits 720,532 507,812 720,532 507,812
Non monetary benefits 21,806 - 21,806 -
Post employment benefits 61,272 41,302 61,272 41,302
Termination benefits 200,000 - 200,000 -
Share-based payments 1,346,746 - 1,346,746 -

2,350,356 549,114 2,350,356 549,114

(B) Option holdings of the key management personnel is set out below:

Balance at Granted Options Net change  Balance at Vested at end of period
beginning as Exercised other end of year Total Exercise- Not
of year remuner- able exercise-
ation able
Directors
Henry Askin
2008 400,000 2,000,000 - 400,000 2,800,000 2,800,000 2,800,000 -
2007 400,000 400,000 400,000 - 400,000
John Heugh
2008 2,665,000 5,000,000 (165,000) 2,050,000 9,550,000 9,550,000 9,550,000 -
2007 2,500,000 - - 165,000 2,665,000 2,665,000 165,000 2,500,000
Richard Faull
2008 1,000,000 2,000,000 - 500,000 3,500,000 3,500,000 3,500,000 -
2007 1,000,000 - - - 1,000,000 1,000,000 - 1,000,000
William Dunmore
2008 300,000 2,000,000 300,000 2,600,000 2,600,000 2,600,000 -
2007 300,000 - - - 300,000 300,000 - 300,000

Other key management personnel
Mark Di Silvio

2008 - 2,000,000 - - 2,000,000 2,000,000 800,000 1,200,000

2007 - - - - - - - -
Randy Frazier

2008 - 3,000,000 - - 3,000,000 3,000,000 1,000,000 2,000,000

2007 - - - - - - - -

(O Shareholdings of the key management personnel is set out below:

hg[g'::rge:?:;ﬁ]sg Granted ?s On exe‘rcise of Net change other Balance at end
remuneration options of year
of year

Directors
Henry Askin
2008 1,000,000 100,000 100,000 1,200,000
2007 1,000,000 - - - 1,000,000
John Heugh
2008 5,100,001 165,000 488,802 5,753,803
2007 5,100,001 - - - 5,100,001
Richard Faull
2008 1,400,001 280,000 1,680,001
2007 1,400,001 - - - 1,400,001
William Dunmore
2008 600,000 - - 66,666 666,666

2007 600,000 - - - 600,000




17.

KEY MANAGEMENT PERSONNEL (continued)

(O Shareholdings of the key management personnel (continued)

Ordinary Shares

Granted as
remuneration

On exercise of
options

Net change other

Balance at end
of year

Mark
2008

held at beginning
of year
Other key management personnel
Di Silvio

2007

Randy Frazier

2008
2007

18.

STATEMENT OF OPERATIONS BY SEGMENTS

The operations of the Consolidated Entity involve a single industry segment being that of petroleum exploration in

Australia.

Consolidated Parent Entity
2008 2007 2008 2007
S $ $ $
19. CASH FLOWS INFORMATION

(@ Reconciliation of Cash Flows from Operating Activities with the loss after income tax

Loss after income tax (12,172,224) (3,556,246) (13,108,253) (3,854,060)
Adjustments for:

Depreciation & Amortisation 76,615 66,286 76,615 66,286
Provision for doubtful debts - - 9,357,870 2,638,663
Share-based payments 1,443,342 10,182 1,443,342 10,182
Foreign exchange loss 20,405 - 20,405 -

Changes in assets and liabilities relating to
operating activities:
(Increase)/Decrease in

receivables/prepayments (1,301,824) (243,392) (569,927) 62,796
Increase/(Decrease) in creditors 2,668,350 268,663 2,491,357 157,615
Increase/(Decrease) in provisions 25,028 (1,994) 25,028 (1,994)
Net cash (outflow) from

operating activities (9,240,308) (3,456,501) (263,563) (920,512)

(b) Details of Non-cash financing activities

Issue of shares to Traditional Oil Pty Ltd on
acquisition of permits 375,000 - 375,000 -
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20. INVESTMENT IN CONTROLLED ENTITIES

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

Place of Equity Holding Cost of Parent Entity’s
Incorporation Investment
2008 2007 2008 2007
% % S $
Parent Entity
Central Petroleum Limited Western Australia - -
Controlled Entities
Merlin Energy Pty Ltd Western Australia 100 100 26,400 26,400
Merlin West Pty Ltd Western Australia 100 100 1 1
Helium Australia Pty Ltd Victoria 100 100 4,098,250 4,098,250
Ordiv Petroleum Pty Ltd Western Australia 100 100 710,400 710,400
Frontier Oil & Gas Pty Ltd Western Australia 100 100 4,972,800 4,972,800
Central Green Pty Ltd Western Australia 100 - 1 -
Central Geothermal Pty Ltd Western Australia 100 - 1 -
9,807,853 9,807,851

Central Green Pty Ltd and Central Geothermal Pty Ltd were incorporated on 30 October 2007.

21, FINANCIAL INSTRUMENTS

The Consolidated Entity’s principal financial instruments are cash and short-term deposits. The Consolidated Entity
also has other financial assets and liabilities such as trade receivables and trade payables, which arise directly from
its operations. The Consolidated Entity’s risk management objective with regard to financial instruments and other
financial assets include gaining interest income and the policy is to do so with a minimum of risk.

@ Credit Risk
The credit risk on financial assets of the Consolidated Entity which have been recognised in the balance
sheet is generally the carrying amount, net of any provision for doubtful debts. The Consolidated Entity
trades only with recognised banks and it is considered that the credit risk is minimal. There are no
significant concentrations of credit risk within the Consolidated Entity.

The aging of the Consolidated Entity’s and Parent Entity’s receivables at reporting date was:

Receivables Gross Impairment
Consolidated 2008 2007 2008 2007
S $ S $
Not past due
Past due: o — 30 days 1,200,703 346,874 - -
Past due: 31 — 120 days - - - -
Past due: 121 — 365 days - - - -
Past due: More than 1 year - - - -
1,200,703 346,874 - -
Trade Receivables Gross Impairment
Parent Entity 2008 2007 2008 2007
S $ S $
Not past due
Past due: o — 30 days 163,251 27,044 - -
Past due: 31 — 120 days - - -
Past due: 121 — 365 days - - -
Past due: More than 1 year - - -
163,251 27,044 -

Based on historic default rates, the Group and Parent believe that no impairment allowance is necessary in

respect of receivables past due by up to 120 days.

The Parent is the Operator of a number of exploration joint ventures. There is the risk that joint venture
partners may not contribute to all or any of the cash calls raised by the Operator.




21. FINANCIAL INSTRUMENTS (continued)

(b) Liquidity Risk
The following are the contractual maturities of financial liabilities, inclusive of any estimated interest
payments and excluding the impact of netting arrangements:

. More
Non-Derivative Financial Liabilities I Comizalel ks den & D=6k -2 than 2
Amount cash flow months months years
years
2008 Consolidated
Convertible Notes - - - - - -
Trade and other payables 3,097,318 3,097,318 3,097,318 - - -
3,097,318 3,097,318 3,097,318 - - -
2007 Consolidated
Convertible Notes - - - - - -
Trade and other payables 423,939 423,939 423,939 - - -
423,939 423,939 423,939 - - -
_ s psree Carrying Contractual Less than 6 6 —12 1-2 More
Non-Derivative Financial Liabilities than 2
Amount cash flow months months years years

2008 Parent Entity

Convertible Notes - - -

Trade and other payables 2,775,431 2,775,431 2,775,431
2,775,431 2,775,431 2,775,431 - - -

2007 Parent Entity
Convertible Notes - - -
Trade and other payables 264,769 264,769 264,769 - - -

264,769 264,769 264,769 - - -

© Interest Rate Risk
The Consolidated Entity’s exposure to interest rate risk, which is the risk that a financial instrument’s value
will fluctuate as a result of changes in market interest rates and the effective weighted average interest
rates on classes of financial assets and financial liabilities, is as follows:

Consolidated Weighted
Avera'ge Floating interest rate Fixed interest Non-|nt'erest Total
Effective bearing
Interest Rate
2008 2007 2008 2007 2008 2007 2008 2007 2008 2007
% % S $ S $ S $ S $
Financial Assets:
Cash and cash 6.72 6.16  15413,345 1,231,785 - 4,000,000 - - 15,413,345 5231785
equivalents
Trade and other ¢ 54 ¢ g9 ; ; . - 1,200,703 346874 1,200,703 346,874
receivables
Other Financial 779 ¢ gg . - 1,336,150 - 40,000 65000 1,376,150 65,000

Assets

15,413,345 1,231,785 1,336,150 4,000,000 1,240,703 411,874 17,990,198 5,643,659

Financial Liabilities:

Trade and other 4 55 (o9 ; ; ; . 3,007,318 423279 3,097,318 423279
payables

- - - - 3,097,318 423,279 3,097,318 423,279

Net Financial 15,413,345 1,231,785 1,336,150 4,000,000 (1,856,615) (11,405) 14,892,880 5,220,380
Assets/(Liabilities)
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21. FINANCIAL INSTRUMENTS (continued)

Parent Entity Weighted
Avera.ge Floating interest rate Fixed interest Non-lnt.erest Total
Effective bearing
Interest Rate
2008 2007 2008 2007 2008 2007 2008 2007 2008 2007
% % $ $ $ $ $ $ S $
Financial Assets:
Cashand cash  g75 G456  15404,544 1,154,100 - 4,000,000 . - 15,404,544 5,154,109
equivalents
Trade and other g 5 g o9 . ; - - 163251 27,044 163251 27,044
receivables
Other Financial 7 79 g o9 . - 1,336,150 - . - 1,336,150 ;
Assets
15,404,544 1,154,109 1,336,150 4,000,000 163,251 27,044 16,903,945 5,181,153
Financial Liabilities:
Trade and other g 59 g o9 - - - - 2,775431 264,769 2775431 264,769
payables
- - - - 2,775,431 264,769 2,775,431 264,769
Net Financial 15,404,544 1,154,109 1,336,150 4,000,000 (2,612,180) (237,725) 14,128,514 4,916,384

Assets/(Liabilities)

d) Currency Risk

The Group’s exposure to currency risk is limited due to its ongoing operations being in Australia and all

associated contracts completed in Australian dollars.

The carrying amounts of cash, cash equivalents, financial assets and financial liabilities, approximate their

(e) Fair Values
fair values.
22, CONTINGENCIES AND COMMITMENTS
@ Exploration contingencies and commitments

The Consolidated Entity has exploration expenditure commitments on EPs 82, 93, 97, 105, 106, 107, 112,

115, 118, and 125.

Year 2008 2007
$ $
Not longer than 1 year 9,723,000 3,400,000
Longer than 1 year and not
longer than 5 years 21,350,367 9,240,000
Longer than 5 years - -
31,073,367 12,640,000

The Consolidated Entity has contingent exploration expenditure commitments on EPAs 92, 111, 120, 124, 129-133,
137, 147, 149, 152, 160, PELA 77 and ATPs 909, 911, 912 all of which had not been granted at balance date.

Year 2008 2007
$ $
Not longer than 1 year 2,095,000 2,120,000
Longer than 1 year and not longer than 5 years 104.530.000 71.050.000
Longer than 5 years - -
106,625,000 73,170,000




22. CONTINGENCIES AND COMMITMENTS (continued)
In the petroleum industry it is common practice for entities to farm-out, transfer or sell a portion of their rights to
third parties or relinquish them altogether and, as a result, obligations may be reduced or extinguished.
(b) Lease commitments
The Consolidated Entity has a non-cancellable operating lease for office premises. The lease expires on
28 February 2009 with an option to extend the lease for a further three years.
Consolidated Parent Entity
2008 2007 2008 2007
S $ S $
Non-cancellable operating lease payments
Not longer than 1 year 56,070 103,212 56,070 103,212
Longer than 1 year and not longer than 5 years - 77,409 - 77,409
Longer than 5 years - - - -
56,070 180,621 56,070 180,621
The Consolidated Entity has an outstanding commitment of $ 581,181 for the construction of road access to, and drill
pads for, various sites at the balance date.
There are no other material contingent liabilities or contingent assets of the Consolidated Entity and Parent Entity at
the balance date other than those shown above.
23. RELATED PARTY DISCLOSURES

() Controlled entities
Details of the equity interests in controlled entities are disclosed in Note 20.

(b) Key management personnel

Details of key management personnel compensation are set out in Note 17.

© Loans to controlled entities
Consolidated Parent Entity
2008 2007 2008 2007
S $ S $

Loans to controlled entities

Beginning of the year - - - -
Loans advanced - - 15,259,331 2,638,451
Loan repayments received - - (5,901,461) -
Provision for doubtful debts - - (9,357,870) (2,638,451)

Balance at end of year - -

Loans are made by Central Petroleum Limited to its wholly owned subsidiaries for exploration expenditure. These
loans have no fixed date of repayment and are non-interest bearing.
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24.

@

(b)

©

CONVERTIBLE NOTES

During the year Central Petroleum Limited entered into an $80,000,000 Bond Subscription Agreement with D.B. Zwirn
Mauritius Trading No. 3 Limited (“DBZ”).

The principle terms and conditions of this agreement are as follows:

0]

(i)
(iii)
(iv)

v)

(i)
(i)

Bond Holder: D.B. Zwirn Mauritius Trading No. 3 Limited (“DBZ”)
Maturity Date: 5 years from date of issue

Interest: zero, except in the event of default or early redemption, whereby the interest rate is 6%.

Bond Issue and Conversion: Bonds are issued in tranches of $1,000,000 each. Each tranche must be fully
converted into ordinary shares of the Company before subscription and issue of the next tranche can be
completed.

Conversion price: Is calculated as the lower of:
(@) 125 per cent of the average of the closing prices for the twenty five trading days preceding the date
of issue or;

(b) 90 per cent of the lowest average of the closing prices for any five-consecutive trading day period in
the twenty five trading days preceding the conversion date .

(c) subject to a minimum conversion price of $0.15 cents per share.

On 25 June 2008, the minimum conversion price was recalculated to be $0.1441 cents per share.

Redemption: The bonds mature and must be redeemed by the Company five years after the date of issue.
The bond holder has the option to require redemption at any time after one year of issue. The Company
may exercise the right of early redemption after one year, but must pay interest at a rate of 6% if it does
so.

As at 30 June 2008, the Group had completed the following transactions in relation to the Bond Subscription
Agreement:

Issued 2,941,176 shares to Martin Place Securities Staff Superannuation Fund Pty Ltd in satisfaction of the Loan
Share Agreement approved by shareholders on 11 January 2008. The Group raised a total of $273,069 through this
transaction.

Issued six tranches of convertible bonds to DBZ. The Group raised a total of $6,000,000 through these
transactions.

As at 30 June 2008, all bonds issued had been converted into ordinary shares of the Company. A total of 39,838,664
shares were issued to DBZ at an average conversion price of $0.1506 cents per share over the period.




25,

SHARE-BASED PAYMENTS
The value of share-based payment transactions were calculated by using the Black-Scholes model.

Movements of share-based payments during the year for which options were issued:

2008 2007
Weighted Weighted
Number of average Number of average
options exercise price options exercise price
$ $
Balance at the beginning of the year 29,550,000 0.20 29,250,000 0.20
Granted during the year 18,100,000 0.35 300,000 0.25
Forfeited during the year (450,000) 0.30 - -
Exercised during the year (1,000,000) 0.20 - -
Expired during the year - - - -
Balance at the end of year 46,200,000 0.26 29,550,000 0.20
The following share-based payments were made during the 2007 financial year:
. . . Number of . . Fair value at
Option series (by expiry date) Options Grant date Exercise price TELT R
31 Jan 2010 300,000 21 Dec 2006 $0.25 $0.0571
Share price at Grant Date Exercise Expected Dividend Risk-Free
Price Volatility Yield Interest Rate
$0.17 $0.25 60% $0.00 6.00%
The following share-based payments were made during the 2008 financial year:
Option series (by expiry date) Number of Grant date Exercise price Fair value at
Options grant date
30 Nov 2010 3,450,000 29 Oct 2007 $0.30 $0.0833
3 Jan 2012 11,000,000 3 Jan 2008 $0.28 - $0.50 $0.1044
31 Mar 2011 3,650,000 17 Mar 2008 $0.30 $0.0537
Option series (by expiry date)  Share price at Exercise Expected Dividend Risk-Free
Grant Date Price Volatility Yield Interest Rate
30 Nov 2010 $0.20 $0.30 90% $0.00 6.65%
3 Jan 2012 $0.19 $0.28 - $0.50 90% $0.00 6.75%
31 Mar 2011 $0.14 $0.30 87% $0.00 6.23%

During the year, a total of 450,000 options relating to option series 30 Nov 2010 were forfeited due to employee
resignations.
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26.

EVENTS SUBSEQUENT TO REPORTING DATE

Subsequent to 30 June 2008 the following events have occurred:

The Company spudded the first well of its 7 well drilling programme on 5 July 2008.
Mr Mark Di Silvio resigned as Company Secretary and Chief Financial Officer effective 15 August 2008.

The Company appointed Mr Bernard Crawford as Company Secretary and Chief Financial Officer effective
18 August 2008.

A total of 1,700,000 options were granted to two employees.

On 18 July 2008 the Company raised $30,000 from the placement of 200,000 shares at 15 cents each.
These shares represented part of the shortfall from the Non-Renounceable Rights Issue which closed on 6
June 2008.

On 5 September 2008 the Company raised $675,789 (before costs) from the placement of 4,505,261 shares
at 15 cents each. These shares represented part of the shortfall from the Non-Renounceable Rights Issue
which closed on 6 June 2008.

On 9 September 2008 the Company entered into a Novation Deed with D.B. Zwirn Mauritius Trading No.3
Limited (“DBZ”) and Asia Convertible Opportunities LLC (“ACBO”) whereby it agreed to the assignment
of all of DBZ’s rights, obligations and liabilities to ACBO under the Bond Subscription Agreement (“Bond
Agreement”) approved by shareholders on 21 December 2007. The transfer of the benefit of the Bond
Agreement to ACBO is permitted under clause 19.2 of the Bond Agreement which allows the assignment by
DBZ to an entity directly or indirectly managed by DB Zwirn & Co, LP. ACBO is an entity that falls under the
provisions of clause 19.2 and the appropriate warranty was given by ACBO to that effect.

Since balance date, three cash calls issued to partners totalling $6,440,402 were found to be invalid in
format and the Group has entered into Deeds of Confirmation with its partners to re-validate these cash
calls with an effective date of issue of 15 September 2008.

Other than the matters discussed above, there has not arisen in the interval between the end of the financial year
and the date of this report any item, transaction or event of a material or unusual nature likely, in the opinion of the
directors of the Company, to affect significantly the operations of the Group, the results of those operations, or the
state of affairs of the Group, in future financial years.




Directors’ Declaration

In the opinion of the directors of Central Petroleum Limited (“the Company”):

a) the financial statements and notes set out on pages 24 to 46 are in accordance with the Corporations Act 2001,
including:

() giving a true and fair view of the Company’s and the Consolidated Entity’s financial position as at 30 June
2008 and of their performance for the financial year ended on that date; and

(i) complying with Accounting Standards, the Corporations Regulations 2001 and other mandatory professional
reporting requirements; and

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

¢ the audited remuneration disclosures set out on pages 13 to 16 of the Directors’ report comply with Accounting
Standards AASB 124 Related Party Disclosures, the Corporations Act 2001 and the Corporations Regulations 2001.

The directors have been given the declarations required by section 295A of the Corporations Act 2001 from the chief executive
officer and chief financial officer for the financial year ended 30 June 2008.

Signed in accordance with a resolution of the directors:

Fr=<

JP Heugh
Director

Perth, 24 September 2008
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INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS OF
CENTRAL PETROLEUM LIMITED

Report on the Financial Report and the AASB 124 remuneration disclosures contained
in the Directors’ Report

We have audited the accompanying financial report of Central Petroleum Limited, which comprises the
balance sheet as at 30 June 2008, and the income statement, statement of changes in equity and cash
flow statement for the year ended on that date, a summary of significant accounting policies and other
explanatory notes and the directors’ declaration of the consolidated entity comprising the company and the
entities it controlled at the year’s end or from time to time during the financial year.

We have also audited the remuneration disclosures contained in the Directors’ Report under the heading
“remuneration report” on pages 13 to 16.

Directors’ responsibility for the Financial Report and the AASB 124 remuneration disclosures contained in
the Directors’ Report

The directors of the Company are responsible for the preparation and fair presentation of the financial report
in accordance with Australian Accounting Standards (including the Australian Accounting Interpretations) and
the Corporations Act 2001. This responsibility includes designing, implementing and maintaining internal
control relevant to the preparation and fair presentation of the financial report that is free from material
misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies; and
making accounting estimates that are reasonable in the circumstances. In note 1, the directors also state,
in accordance with Australian Accounting Standard AASB 101 Presentation of Financial Statements, that the
financial report of the Group, comprising the financial statements and notes, complies with International
Financial Reporting Standards.

The directors of the Company are also responsible for the remuneration disclosures contained in the
Directors’ Report.

Auditor’s responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We conducted our
audit in accordance with Australian Auditing Standards. These Auditing Standards require that we comply
with relevant ethical requirements relating to audit engagements and plan and perform the audit to obtain
reasonable assurance whether the financial report is free from material misstatement. Our responsibility is
also to express an opinion on the remuneration disclosures contained in the Directors’ Report based on
our audit.




Stantons International

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial report and the remuneration disclosures contained in the Directors’ Report. The procedures
selected depend on the auditor’s judgement, including the assessment of the risks of material misstatement
of the financial report and the remuneration disclosures contained in the Directors’ Report, whether due
to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the
entity’s preparation and fair presentation of the financial report and the remuneration disclosures contained
in the Directors’ Report in order to design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An
audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the directors, as well as evaluating the overall presentation of the financial
report and the remuneration disclosures contained in the Directors’ Report.

Our audit did not involve an analysis of the prudence of business decisions made by directors or
management.

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

Independence

In conducting our audit, we have complied with the independence requirements of the Corporations Act
2001.

Auditor’s opinion on the financial report

In our opinion:

(@  the financial report of Central Petroleum Limited is in accordance with the Corporations Act 2001,
including:
0] giving a true and fair view of the company’s and consolidated entity’s financial position as at
30 June 2008 and of their performance for the year ended on that date; and
(i) complying with Australian Accounting Standards (including the Australian Accounting
Interpretations) and the Corporations Regulations 2001.
(b)  the financial report of the Group also complies with International Financial Reporting Standards as
disclosed in note 1.

Auditor’s opinion on the AASB 124 remuneration disclosures contained in the directors’ report

In our opinion the remuneration disclosures that are contained in pages 13 to 16 of the Directors’ Report
comply with section 300 A of the Corporations Act 2001.

STANTONS INTERNATIONAL
(An Authorised Audit Company)

Alonting Inrradis

;I‘_-—-;'-
J P Van Dieren

Director

West Perth, Western Australia
24 September 2008




ASX Additional Information

Additional information required by the Australian Securities Exchange Limited and not shown elsewhere in this report is as
follows. The information is current as at 16 September 2008.

@ Distribution of equity securities
The number of holders, by size of holding, in each class of quoted security are:

Ordinary shares Options (expiry 30 Jun 2010)
Holders Shares Holders Options
1-1,000 39 25,582 11 6,658
1,001 — 5,000 671 2,381,754 158 606,532
5,001 - 10,000 760 6,120,828 147 1,218,857
10,001 — 100,000 2,169 72,825,570 460 17,030,079
100,001 and over 395 171,154,531 161 77,085,577
Totals 4,034 252,508,265 937 95,947,703
Unmarketable parcels 296 667,947 186 710,391

(b) Twenty largest holders of quoted securities.

Fully paid shares

Number Percentage
National Nominees Limited 6,454,000 2.51
Advent Energy 6,250,000 243
Mr John Phillip Heugh 5,644,023 2.20
RBJ Nominees Pty Ltd 4,260,000 1.66
Alcardo Investments Limited 3,383,030 1.32
HSBC Custody Nominees (Australia) Limited 3,125,000 1.22
Forbar Custodians Limited 2,805,141 1.09
Eflin Krishna Analau 2,400,000 0.93
Twynam Agricultural Group Pty Ltd 2,400,000 0.93
Mr Richard Maltman 2,350,000 0.91
Roc-Hin Pty Ltd 2,200,000 0.86
Camsport Pty Ltd 2,090,000 0.81
Agens Pty Ltd 2,086,800 0.81
Citicorp Nominees Pty Limited 2,083,317 0.94
Fleurieu Mines NL 2,020,000 0.79
Adnelg Investments (N2) Ltd 1,984,360 0.77
Martin Place Securities Staff Superannuation Fund Pty Ltd 1,737,000 0.68
Acunamatata Pty Ltd 1,518,105 0.59
F Kwong Sing & Co Investments Pty Ltd 1,500,000 0.58
Mr Abraham Maltz & & Mrs Lillian Maltz 1,500,000 0.58

Total 57,790,776 22.48




Options (expiry 30 Jun 2010)

Number Percentage
Uris Holdings Inc 5,000,000 5.21
Martin Place Securities Staff Superannuation Fund Pty Ltd 4,158,632 4.33
ANZ Nominees Limited 3,817,500 3.98
MEC Resources Limited 3,447,661 3.59
Alcardo Investments Limited 3,000,000 3.13
Mr Robert John Buckeridge 2,550,000 2.66
John Phillip Heugh 2,050,000 214
Super 1136 Pty Ltd 1,600,000 1.67
Adnelg Investments (NZ) Ltd 1,550,000 1.62
Prof Alan Jonathan Berrick 1,187,260 1.24
Camsport Pty Ltd 1,158,213 1.21
Mr Simon Philis 1,140,996 1.19
RBJ Nominees Pty Ltd 1,100,000 1.15
Agens Pty Ltd 1,054,812 1.10
Optex Exchange Pty Limited 1,041,800 1.09
Ms Yigin Wang 1,000,000 1.04
WHI Securities Pty Ltd 953,500 0.99
Mr Richard Boyer & Mrs Lorraine Boyer 944,500 0.98
Forbar Custodians Limited 916,500 0.96
Mr Peter Robin Baird 910,000 0.95
Total 38,581,374 40.23
© Interests in mining tenements
Permits Granted
Tenement Location Az Beneficial Interest
Interest
EP 82 ® Amadeus Basin NT 100 80
EP 93 Pedirka Basin NT 100 80
EP 97 @ Pedirka Basin NT 80 65
EP 105 Amadeus/Pedirka Basin NT 100 80
EP 106 Amadeus Basin NT 100 80
EP 107 Amadeus/Pedirka Basin NT 100 80
EP 112 Amadeus Basin NT 100 80
EP 115 Amadeus Basin NT 100 80
EP 118 Amadeus Basin NT 100 80
EP 125 © Amadeus Basin NT 100 80

(1) For the Magee prospect Block within EP 82 the groups beneficial interest is 75%.
(2) For the Simpson, Bejah and Dune prospect Blocks within EP 97.
(3) For the Mt Kitty prospect Block within EP 125 the groups beneficial interest is 75%.




ASX Additional Information continued

Permits Under Application

Tenement Location Projected Interest Projected
Beneficial Interest
EPA 92 Lander Trough NT 100 80
EPA 111 Amadeus Basin NT 100 80
EPA 120 Amadeus Basin NT 100 80
EPA 124 Amadeus Basin NT 100 80
EPA 129 Lander Trough NT 100 80
EPA 130 Pedirka Basin NT 100 80
EPA 131 Pedirka Basin NT 100 80
EPA 132 Georgina Basin NT 100 80
EPA 133 Amadeus Basin NT 100 80
EPA 137 Amadeus Basin NT 100 80
EPA 147 Amadeus Basin NT 100 80
EPA 149 Amadeus Basin NT 100 80
EPA 152 Amadeus Basin NT 100 80
EPA 160 Lander Trough NT 100 100
ATP 909 Georgina Basin QLD 100 80
ATP 911 Georgina Basin QLD 100 80
ATP 912 Georgina Basin QLD 100 80
PELA 77 Pedirka Basin SA 100 80
SPA 704.5 Amadeus Basin WA 100 80
d) Voting rights

Subject to any rights or restrictions for the time being attached to any class or classes of shares, at meetings of
shareholders or classes of shareholders:

e each shareholder entitled to vote may vote in person or by proxy, attorney or representative of a
shareholder;

e on a show of hands, every person present who is a shareholder or a proxy, attorney or representative of a
shareholder has one vote; and

e on a poll, every person present who is a shareholder shall, in respect of each fully paid share held by him,
or in respect of which he is appointed a proxy, attorney or representative, have one vote for their share,
but in respect of partly paid shares, shall have such number of votes being equivalent to the proportion
which the amount paid (not credited) is of the total amounts paid and payable in respect of those shares
(excluding amounts credited).
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