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0020501C0N ENERQRY LIMITED ABN 51 058 454 588 and ite controlled entitles

DIRECTORS REFORT

Your dirgctars prasent their report together wilh Lhe finanelal statements of Igon Energy Limited (“Llhe Campary™) and of tha congolidated sntity
being the company and the entillas it cantrolled at the shd of, or during, the year endad 31 Decamber 2007.

Direclors

The directors of the Corpany wha hald affice during or sinca the end ol the yaar are set out balow:

Namess of Noh- ) Porjod of Directorzhip

Martin Fyecroft (Chalrman) Diraclor slnes 24/01/19%7

Stephen Michasl Barry Direttor since 05/01/1983
. Hamas of Executlve Diracters

Raymond Swinburm James (Managing Diractor) Director sinee 01/02/1893

Raymond Patrick Mghamara (Company Secretary) Diragtor since 27/04/2007

Company Sacratary
STEPHEN MICHAEL BARRY
Quallhcations: LLB University of Sydney

Stophen Barry is a salisitor. He acted as company sacratary lollawing the death of John Cummins In Degamber
2006. His duties durlng this peripd were limited 1o the statutary reparting requirements of ASIC and the ASX,

Rerlgned A/056/2007
RAYMOND PATRICK McNAMARA,
Qualltleations: E.Bus [QUT), MBA (Uh), Ph.D (UQ) GPA

Experlence: Or. Ray McNamara Is an Associate Professor of Accounting at Bond University. He s the
directar of the Ssheol of Business Centre for Corparate Gevarnance and deputy chalrman of Lhe Senate of Bong
Untverglty. He has more than twanty years of expetience In the private and public sectors speclalising in financial
accounting, corporate control systems and securlty appralsal and valuation.

Appolnted: aIn&/20Q07
Principal Acllvities

The princlpal activities of Icon Energy Ltd during tha year includad the exploration, appraleal and develsprment ot ol and gas propettias and the
aeguisition of additional oil and gas prospects. Thera were na signiflcant changes in the nature of these activitles during the year.

Dividends Pald or Recommeandad

The directars recommend that no dividand be pald by the Gompany, No dividends have been declared ar paid by the Company sinee the and of
the previpus financial year (2006: Nit),

Operating Rasults

The consolidated nat profit far the year of the conselidated entity after providing lar Income tax amounted to $3,198 544 (2006 loss of
£1,450,926),

Aevlew of Operallons and Results

UZA Operallonz

In February 2007, the oparatars of the Baygu Chogtaw Leases (CLK Energy Ine.) advised of thelr decision to suspend tha Australian Mimeral
Interest No. 1 well. Production eontinues tram the Morley Cyprus and Wilber s leases.

The sffects 6! humritanes Katrna and Rita, while diminishing. continue to cause disruplions to the CLK's operations primarily tough the
difficulty in abtaining competent staff and drilling equipment. The long antleipated deep drilling program [n Bayou Choctaw has besn sugpended
ponding a restructure af GLK,

Oll prices are as high as $US100.00 per barrel and gas prices In Loulzlana ara over $US B.00 per MCF. While satme softering of oil prices is
mxpactad, sspeclally it the US sconomy recovers, there iz reason to bellave that prices will continue above US$75 per barrel In the foreseeable
tuturs. When leon negatiated the Bayou Choctaw lease, oll was priced at $US12.00 per barred and gas al §1.90. The potential of this field still
prasents excellent value opportunities far lcon Energy Lid with the new farmin negotiations centred on three ta four walls to ba drilled on the
brightest prospects. Subject to the complellon of these negatiations, driling is not sxpected to commenes halara 2009,

We are advize that our joint venture partner has advance negotiations lor lhe rafinancing and restructuring of thalr operations. The diractors
believe the Bayou Choctaw leases provide excellent oppartunities tor valus far the shareholders. Howaver, untll the joint ventura

partner resolves if's restructuring and linance issues It 18 urcigar when exploration will recommence. The company has advised our joint
venture partners of our willingness to parllclpale In all exploration operations necessary to continue production from our existing wells,
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Q02060ICON ENERGY LIMITED ABN &1 058 454 569 and its comrolled antities
DIRECTORS' REPORT (continuad)

Australlan Opearatlens

The carmpany has refocusad its Australlan operatlans In aceordanc with the mission and sirategic obleclves of the company, The strategic
objgclives sre:
- Having successful exploratlon and appratsal aclivities to provide a solld loundation for future growth through
achieving substantial coal seam gas reserves to meat the Australlan and glabal demand tor clean, eflficlent anargy:
+ Add annually, one ta twa explaration blocks to our portiolle of expleration blogks to achieve a minlmum of 12
exploratlans hlacks:
* Undertaks pilot studies to prove gas reserves from "Prozpective” to the "1P” and "2P" categorles as a priorlty;

* Ta abtain farmin partners with the eapllal and eapabilities to bring the company's reservas thraugh to hili-scale gas
and oil production;

+ To maintgin operating control of exploration falds urtl reserves are proven so as to maximizea the value of the flalds
1o shareholders;

- Develop tha business case for each tanemant to bring proven resarves Into commarelal production;

* To undertake exploration and development activities that have the highest prabability of success In both gas and oil
plays:

' To pravide smploysss with 4 working environment thal Ineentivises employaes and encourages Innovation and
Inltative o that ermployees become self mativated In ashieving the company's ohjectives;

= Achleve responsitle developmen where the environment is returned to Itz ariginal/natural setting post exploration
and develapment.

Izon Enargy Limited sold to Santos Lid its remaining interests In ATP 7B5P and 766 tor a consideration of $4 500,000 plus interest. This
lunding was used (v advance the company's exploration and acqulsitian pragram durlng 2007,

ATP 828

ATP 826P I leon's prime asset located in the Surat Basin In Quesnsiand. Having completed three (3) gas-explaratian wells on ATP 626P | lcon
enargy has prospectlve reserves of 0.9 tg 1.25 TCF of recoverable gas. This Is the energy equivalent in oil af 160 ta 225 million barrels of oll.
The tesling pragram, tor the three wells drilled in 2007, is expected to cammance In May/June 2008 following delivery af pumping equipment
trom the USA and Ganada. We are activaly negatlating a farmin arrangement tor a staged exploration ana appralgal drlling program to bring
our indicated reserves to proven commercial status.

lcon's working Interast in ATP 626F is 100%

EP 213

Icon larmed Into this parmit In Octobar 2007 to éarn & 33,3% warking interast In the Mesozole sedimentary section. lcon's obligatian under thiz
program is to fund 50% of 100 kms of salsmic data ard drll ane well to test the hydrosarbon potgntial of the Jurassic and Trlassle sadiments.
Seven structures/leads have beaen (dentilied for drlling and there is & large structure In tha weatem side of the black where there |s potential ts
fund up to twenty milllon barrals of oll recoverabla.

The black covers the South Australlan side of the Nappamerl Trough that iz the source “kitchen" fer oll that ls praducing in the fields North and
South of the bleck. Three petroleum licenses lie within the block and are mot part of our interest. The Ballera to Moomba gag pipeline traverses
tha eantre af the block.

leem stiginally bid on this block when it was gazetted and the tendar was awarded to Adelaide Energy, the present halder.

leon's interast (s 33.3% In the Mesozoic sedimantary sectlon only,

ATP 849

This permit was won in the 2006 Quaensfand Govartmant terder process and will ba granted te leon and it joint venture partners as soon a3
the Enviranmental Autharity /s Issuaed. The area is prospective lor a coal seam gas reservair in the Walloon Coal Measures (WCM). Thesa coals
are found at shaliow depths (Lp to 400m) avar mast of this very large permit (3,853 sq ke or approximately 1 million acres),

The area will be awarded for twelve yoars with $5.2 million obligatory expendlture in the first lour years. One third of the area musl ba
relingulshod at the end of vach feur years unless & production license Is granted to produce gas. leon is st an advanced slage lor a tarmin
apresmant for thls prospect.

lcon's intarast In this parmit |s B0%:.

ATP 855

This block bs subject to Netlve Title ¢laims. A tour manth advartising campalgn gemmenced in November 2007. If no claimants come forward
and raglster thelr clalm within the advertising period then the permit will ba awarded without Native Title Agreement. Otherwise, negotiations will
tommence with the clalmants as a Right to Negotiate (RTN) process.
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DIRECTORS' REPORT (continued)

Finanelal pasition

The company has expanded its operalions with an Inersase In the executive and operational staff. Exesullve atalf are employed on a
contractual basis. The company's cutlook for 2008 =ee the company in its strongest financlal positon far many years. The cash and cash
equivalents balance at 31 Dacembar 2007 |s $1,482, 252 (2006, $115,100). A farmin agresment an 626 that ensures the Company's cash
positicn for the foresesabla future is expectad 1o be finalised by the Annual General Masling. In additian, turther capital raisings will also be
considerad durlng 2008,

The Company will continue to pursue Yts sirategle objeclives lor the purpose of increasing the value of lhe sharshalders’ investment. Further
infarmation about likely developments In the aperatiohs of the Company and the expected results of thoze aperations in tuture financlal years
has not bean Included In this report bacause disclosurs of the informanon would be likely to resull In unreasonable prejudice to the Cempany.

Raview of princlpal oparations
The fallewing Iz a ilat al actlve mining tenerments held by lcon Energy and its subsidlarias.

Interast % Inlarest %

2007 2006

ATP 549P Cooper Eromanga 33.39% 32.93%
ATP 594P Caooper Eromanga 50.00% 50.00%
ATP 794 P Caoper Eromanga Aegleigh & Springfield Areas 60.00% £0.00%
ATP 794 P Gooper Eromanga Brightspot ares 75.00% 75.00%
ATPH 626P Surat 100.00% 50.00%
ATP 765 Gooper Eromanga - 27.75%
ATP 788 Cooper Eromanga - 27.75%
ATP BagP Sural 80.00% 80.00%
ATP BGSP Cooper Eromanga B0.00% B0.00%
PEL 218 Coopar Eramanga 33.30% -
ATP 580 Coopar Eromanga §50.50% 50.50%
Lease interests held in Bayou Choctaw area Loulslana USA

Vietary Loulsiang 38.50% 28.50%
Victary Louisiana 19.00% 19.00%
Wilbart's Louisiana 13, 20% 13.20%
£ig ag Loulslana - 13.20%

Slgnlticanl Changes In State of Atfalrs
Thaere were no signiflcant changes in the state of alfalrs of the consolidated entity during the linanclal year.
Enviranmental Regulation

The conselldated entity's operations are subject to various environmental regulations. The directors are not aware of any bregehes of the
laglslatlon during the financial year which ara material in nature.

After Balancea Dale Events

Sltee the end of the financial year the company has recelved (ull ssitlamant on the sale of ATP 765 and ATP 768, A dispute with & drilling
cantrastor aver a ctaim tor $120.000 was settled for $20,000. A dispute with gur joint venture partner was also cattlad tar LS$48,000 less than
the autstanding liability in the financial report, Mo other disputes exist whigh significantly affected or may significantly attect the operations of the
cansolidated entity, the results of those operalions or the state of alfalrs of the consolidated entity in subsaguent financlal years,

Future Developments

The Dirgctors intand 19 raize additonal funding through farmin agreements and through the issue of addltional shares.
Al the writing of this report, negotlations have commenced for & significant farmin operatlon for ATP &26 and lar {grmin to other tenements.

Further informatlon about llkely devalapments in the operations of the company and the axpacted results of thess oparations In future financial
years hag not besn Includad In this raport becavse disclosure of the informallon would be llkely to resultin unreasenable prejudice to the
company and concalldated entity.
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DIRECTCRS' REPORAT {continued)

Gapltal Ralging

In January 2007 the Company lssued 10,000,000 fully paid ordinary sheares at 5§ cents per shars in plagements (o A sophisticated wnvestor.
I April 2007 the Compary issued 2,650,000 tully paid prainary shares ak 6 cents per share In placement to a sophlslcated Investar.,

Information on Directors
MARTIN PYECROFT (CHAIRMAN)

Qualllications: BSe (Gealogy) (Hons) University of Laeds MAAPG, MAICD,

- Emperiance: Has been invelved in the petroleum industry for 50 years In Australla, Canada, USA and 5E Asia. He came to
Australia in 1969 a5 Genaral Manager of the Crusadsr Group of Companles. Ha was Diraslor ol Crusader Limited
from 1988-96, a Director of Allied Queensland Coallislds fram 1988-1996 and Chalrman from 1994-1996. He was
president of Ausquacan Energy Limlted, Canada frotn 1987-88, and CEQ of Koala Smokelsss Fusls, Ireland from
1992-96,

Spacial Dutles: As wall as belng Chalrman of the company, Martin s also Chairman gof the Board's Remuneration Committee, and a
matmber of the Audit and Risk Managomant Cammittes.

Intarast In Sharaa: 2,000,000 ordinary shares

Direclor: Elnce 24/01/1897

RAYMOND SWINBLURN JAMES (MANAGING DIRECTOR)

Qualifications: B3¢ (Physlcs Geology) University of NSW. FAICD

Exparlonca: Has 37 years expertence In tho petroloum Industry In Ausiralia, USA, Indonesia, SE Asia, M.East and Russla. He
worked with Chevron Perth and Houslon lrom 1988-74 and with Guit Qll from 1874-80, He was the Managing Director
of Australian Hydrocarbons Irom 1880-81 and tha Managing Director of Omega Qil frorm 1987-91, He was a Director
ol Australian Petroleum Production & Exploration Aasaclation (APPEA) tram 1299-2007 and Vice Chatrman of
APPEA Irom 2003-2005, He is the Managing Direclor al leon Ensrgy and ils subsidiarles singg 1993, He | the
Prasldent of [con Qil US LLC since 1999,

Interest In Shares: 29,775,235 ordinary shares

Direclor: Since 01/02/1993

STEPHEN MICHAEL BARRY

Qualifcatiang: LLE University of Sydnegy

Experlence: Admitted to practice as a sollcltor In 1983 and is a partner in tha law firm CKB Partners wha provide sammargial

advice and litigation, insurance, corporate advice and commercial teasing along with other genaral practice areas.

Spaclal Dutles; Stephen s Chalrman of the Board's Audlt and Risk Management Committee and is & mamber of the Remuneration
Committes.

Interast h Sharas: 1,567,566 ordinary shares.

Dlirector: Since 03/01/1993

RAYMOMND PATRICK MCNAMAHA

Qualifications: B.Bus (QUT), MBA (UQ), Ph.Q (UQ) CPA

Experlence: Dr. Ray McNamara has more than twenty years al experiencs in the private and public sectors specialising in
financlal accounting, corporate control systems and s&curity appraisal and valuation. He is currently an Associate
Professor o Accounting at Bond Unlvarslty. He alzo holds the position of director of the School of Business Gentre

lar Corparale Govarnance and Is deputy ehaitman of the Senate of Bond University, Dr. McNamara is also on hoard
af nat-far-profit organisations and a number of private companies.

Interest in Sharesg: 50,000 ordinary shares

Director: Since 26/04/2007
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DIRECTORS' AEFOAT (continuad)
REMUNERATION REPORT

The Remuneration Committee |s responsible for remuneration pollcles regommendad ta the Board, The remunaration commites, whars
necessary, oblalns Independent advleo an the remuneratien packages offsred to potential emplayees.

The company has o digeretianary short term bonus scheme, however a long term incentlve was pravidad by the lssUs of options under the
terms of the Stalf Shars Incentive Plan {("SISOF"). As the Company is moving Into the davelopmant al lts gas reserves it is currently reviewlng
the SISOF plan and the examining the introduction of an Executive Parformance Rights Plan.

Fixed remuneration

. Fixed remunaratlon conslzts of the base remuneratlan ealeulated on & total cost basis and including FBT charges on employes banefits as well

as contrbutions to supsrannuatlon funds, Aemunaratian [svels are reviewsd annually,
Service Agreements

Tha company has a palicy that sarvieo agreaments with senior axesutlves are unlimited in term and include termination clauzes balwaan ane
and six manths,

A zervice agreamant exlst for the Managing Direclor Mr. B Jameas, The remunerations committes is preparing a service agraamant far tha
company sacratary, Raymond MeNamara, and lor the Direstor of Business Devslopment, Mr. John Quayle.

Mr. James has A gervice agresmant with the company for a period of five yoars alleclive lrom1 January 2007. The agresment sets out the
dulige and obligations of Mr. James.

That agreemenl may be terminated by slther party providing six meanths notice. The company may make a payment In flsu af notice of gix
months remuneration egual 1o the base amount prascribed In the service agreement. In addition accrued statulory banefits amd sWparannugtion
benefits are payable. Shaould the company be taken aver and the contract terminated with a six month pencd, an amount equal to two years
base salavy |s payable.

Mr, James has no entitlement to termination payments In the event ol ramoval far miscanduet,

Neon-executlve Directors

Mon-executive directars faes approved by the sharehnlders gn 30 May 1997 are not to oxcoed $250,000 per annum.

Mon-exacutive Directars’ base fees lor the year snded 31 December 2007 wara $81,070. Non-axecutlve directors do not receive incentive

baged ramunaration, There sre np provisions tor any retirament benefits other than statutory requirements.

Diractors and Key Managemant Parsonnel Aemuneration

Shorl Term Long Tarm Partlen of
remuneration
2007 Salarles  Non-monetary Super- basad on
& Foes Banatits Total annuatlon Total parformance
Diraclors % g 5 § $ %
M Pyagroft 48,070 - 48,070 2,183 50,233 -
GM Barry 33,000 . 33,000 2,970 35,970 .
RS James 506,270 18,618 522,880 36.269 559,177 B
RF McMNamara 83 600 3,880 B87.490 7,650 95,140 u
670,940 20.508 591,448 49.072 740,520 .
2006
Directors
M Pyocroft 44,000 - 44,000 - 44,000 .
SM Barry 31,500 - 31,500 . 31,500 .
AS James 400,253 38,143 435,398 31,579 460,075
Executlves
JB Cutmmins 112,804 7,704 120,508 8,318 128,824
588,557 45,847 634,404 30,895 £74,299

Diraectors' Intarests

As at the date of this repor, the intarests of tha directars or entities associated with them in shares and optlons of leon Enargy Limited wara:

Ordinary
shares Optlons
M Pyagreflt 2,000,000 -
SM Barry 1,567,566 -
AS James 23,775,235 -
AP MeMamara 56,000 .

Maovemants in the dirsctors shareholdings during the year are detgiled in Nate 5(g).
No pptiona wara exerclaed during the yesar.

Fage 5
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DIRECTORS' REPORT (continuad)

Share aptlons
Optlans granted to Directors and Key Management Personnal of the Company
Mo optlong wers |ssued ar granted to Diractars and Key Management Pergonnal af the campany during the year.

Options held by Key Management Parsonnal

2007
Thars weta ng options outstanding at 31 December 2007,
" 2006 Ealance al Optlons Optlang Balance at
1.1.2006 exarclsed granted 31.12.2008
RS James 3,800,000 {3,000,000) - -
JB Cumeming 400.000 (400,000) - -

4,300,000  (4,300,000)

Unlssued shares under aptions
At the date of this repart unlgsued ordinary shares of the Company under aption;
Exercisa date Expiry date Exercise prico Number of gptions

31 Degember 2006 31 December 2008 20% below market average 20,000,000
lor & days priar o axercising

Maovements In the aptlans during the year ara detailed in Note 15.

MEETINGS OF DIRECTORS

During the financlal year, ten meetings of directors (Including committess) were held, Attendances wera:

Audit and Risk Managemeht  Retnureration Committes

Direclors Maetings Committee Meetings Meetings
A B A B A B
M Pyacroft 4 4 2 2 1 1
R S James 4 4 -
3 M Barry 4 4 4 2 1 1
R P MeNamara 4 4 .

A- Number of meelings attended,
B- Reflects the number of meetings held during the time Lhe director held oftice during the year.

DIRECTORS AND AUDITORS INDEMNIFICATION

Ng indemnities have been given, or insurance premiums paid, during or since Lha end of the financlal year, for any person who |s or has hean
an qftiger or auditor of the company or consalidated entlty except for premlums paid by the Company to insure each of the directors agaimst
liakilities for costs and expenses incurred by them in defending any legal proceedings arising out of their conduct nvolving a willlul breach of
duty in relaticn 1o the Company, The total premium expense for the peried is was $22,250.

Proceedings on Behalf of the Company

No pargon has applied tor lsave of the Gourt ta bring protesdings on behalf of the Company or Intervens In any praceedings to which the
eompany is a party lar the purpose of taking respansibility on behalf of the Company lor all ar any part ol those proceedings,

Non-audit services

Duting the year WHIK Horwath, the Company's auditor, provided the following servicos In addlllan te their statutory duties as set out in Note 2:
Taxation services $20.826

The board ot diractors has congidarsd the position and, in accordance with advice recalved Irgm the audit committee. is satisfied that the
provislan of non-audit serviees 1s gompatible with the general standard on independenee Impasad for auditors imposed by the Corporations Act
2001

Page &
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DIRECTORS' REPORT (continued)

Lead Auditor's Indepandance Declaration utider Seclion 307G ot the Corporations Act 2001

The lgad auditor's independence declaration is set out on pags B and larms part of the directars’ repart for the year ended 31 Decamber 2007,
WHK Herwath contlnues In offlce In accordance with Seetlon 327 of the Corporations Act 2001,

Slgned In accordanes with a rezelution of the Board af Directors.

it

M Pyacroit A S Jamas
Chairman Managing Diractor
Roblna, 31 March 2008 Robina, 31 March 2008

Paga 7
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WHK Horwath

‘ Auditor's Independence Declaration undar Sectlon 307G of the Carparations Act 2001 to the
} Diractors of lean Enargy Limited
I

" | declare that. to the bast of my knowledge and ballef, during the year ended 31 Decamber 2007 there has been:
) nocontraventions of the auditor indapendence regquirements as set gut in the Corporations Act 2001 In relation to tha audlt; and

(i) nocontravantions of any applicable code of prolessional conduct In ralatien (o the audit.

Ul lr/ﬁ'amﬂf}(

WHK HORWATH

T e

AG COLE
Prinelpal

Brizsbane, 1 April 2008,

Liabifity #mited by a scheme approved under Professional Standards Legisiation

............... (bl Finaaciad SalBmrs Lo Member [Turwanth Internntional
WK Lor watl Belsbarie
leval Lt WK Horwath Centre 100 Edward Soreet
Nrabane Queensland JO00 Auatralla
GPO Box 736 Birizbane Quoetmliand 4001 Auatralin
Telephoue +61 7 3294 3360 Fuvsirnlle 161 73210 618%

H vy o v Mot derarmriatd A2, < S i Email 1pfo.hrl@h‘hkhm\\rut.h.c-:un.m: wnrnt Whiklior wollic o au
Ol V Uaﬂ I FOM AWty il BAR AAtanalf 17 Ln o3 AApbon i (BT ieistaepeetiaesd demdi eeoricy A WIIK Group irm
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.z.VVHK Horwath

INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF IGON ENERGY LIMITED
Raport on the Financlal Report

We have audited the accompanying linancial report of lcon Energy Limltad (the Company), which comprizes the balanca shaeats as at 31
December 2007, and the income statements, statements of changes In equity and cash flaw latemasnts for (he yaar andad on that date, a
summaty of significant accounting pollcles and ather explanatory notes and the direetors’ deglaration of the ¢onsqlidated entity comprising the

company and the entlties It controlled at the yoar's end o from Hime to time during the lingncial year.

Az pormittad by the Corporatlons Regulations 2001, the Company has dlsclasad inlormation about the remuneration of directors and exacutives
{(‘remuneratian dizelasures™), as required by Australlan Aceounting Standard AASE 124 Related Party Disclosures, under the heading
Remunaration Report on pages 5 - 6 af the Directors” repart and nat In the Ingnclal report. We have audited the remuneration disclosures on
pagas 5 - § of tha Directors” rapart.

Directors’ Responsibiiity for the Financial Report and the AASE 124 Remunaration Disclogures Contalned In the Direclors’ Report

The directars of the company ara responslble for the preparation and fair pressntatian at the Nnanglal report In acsordance with Ausiralian
Aceounting Standards (Ineluding the Australlan Acceunting Interpretations) end the Corgorations Act 2007. This responsibility includes
establishing and malntaining internal control relevant (o Ihe preparation and tair présentation of the finangial repart that is free from material
misstaternent, whether dua ta Iraud or error; selacting arnd applylng appropriate ageounting policies; and making accounting estimates that are
reazanable in the circumslancas.

In Nole 1, the directors also state, In accordance with Accounting Slandard AASE 101 Prasentalion of Finansial Statarments, that the financial
rapott, comprising the linancial statemants and notes, complies with Internatlonal Financial Reporting Slandards.

The directors of the Company are responsible for the remuneration disclosuras contalnad In the Directors' repart.
Auditor's Responsibility

Qur regponsibility is tp expregs an gpinion on the financial repont based on our audit, We conducted our audlt In aceordance 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 reasanable assurance whether the financial report is free from materlal misstatement, Our responsibillty 1= also
to express an opinian on the remuneration digcloaures containad in the Directors' report based on our audit,

An audilt Involves performing procedures to obtain audit evidenca about the ameunts and diselasures in the finaneial repon, The procedures
selected depend on the auditor's Judgment, including the assessment of the risks ol matarlal misstatemenl of the linansial repyrt, whather dua
1o fraud or error. In maklng those rish assessments, the audltor considers Intornal control ralevanl to the entlly's praparation and fair
presentatlon of ha firanclal report In order ta design audit procedures that are apprapriate in the eircumstances, but not for the purpose of
axpresaing an oplnlon on the elfectivenass of the entity's internal control. An audit also Ineludes avaluating the appropriatenass of accounting
pelicies used and the reasonableness of accounting estimates made by the direclors, as well as evaluating the overall pressntatian of the
linancral report and the remuneration disclosures contained in the Directors' raport,

Wa belleve thal the audlt evidence we have obtained is sufficlent and approprlata ta pravide a bazls far our audit oplnion,
Indspendence

In conducling our audit, we have complied with the independence requirements of the Corporatlons Act 2001, We conlirm that the
independence daclaration required by the Corporations Act Z001. has been provided to the directors on the same date as the auditor's repart.

Lighility limitedt by & echema approved under Profassional Standards Legisiation

............... ??’.f‘.”.’:f(?':{"'.‘.".’f"\’.(f:(.'Ff’.‘:'.‘.‘f:'-."‘f’.’."‘.'...\........-.......n.......‘... i rea et i et e teieeee oo - MPmbar Harwith Intornatinnnl
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G Bow 736 Drisbane Queensland 1001 Australia

[elephone ¢b1 73253 4655 Facyimile 61 7332106153
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0020601C0ON ENERGY LIMITED ABN &1 058 454 569 and ftz caonirolied entities

AUDIT OPINION

In our opinion
i the iinancial raport of leon Energy Limited is in accordance with:

() the linancial report of lcon Energy Limiled Is in aceordanee with the Gorparations Act 2001, including;

() giving & true and tair view of the company's and consolidated entity's linanclal position as a1 31 December 2007 and of thelr
performanee for the year ended on that date; and

(i) complying with Australian Accounting Slandards (Including the Austratian Accounting Interpratations) and the Carporations
Regulations 2001.

the financial report also complies with Internatlonal Firanslal Regorting Standards as disclosed in Note 1.

2 the remuneration disclosures that are contained on pages 5 tn 8 of the dirastors’ report comply with Australian Aecounting Standard
AAZR 124 Relaled Party Disclosures.

L 1 A,fm,,w-)"(

WHK HORWATH

e e

RG COLE
Principal

Rrishane, 1 April 2008
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A02060NC0QN ENERGY LIMITED ABN &1 058 454 569 and its coniroffed antities

DIRECTORS' DECLARATION

The directars of the company declare that:

1 the lingncial statements and notes, as set out on pages 12 ta 31, ars in accordance with the Corporatlans Ast 2001
ang:

(a) comply with Accounting Stan‘dards and the Corparations Regulations 2001 and

(b) give a true and fair view of the financlal pesition as at 31 December 2007 and of the perfarmance for the year endad on that date
af the company and consolldated entity;

2 The Managlhg Directar and Ghiel Financial Qfficer have each declarad that:

{n) The financial records of the campany tar the financial year have been properly maintained In accordance with sectlon 286 af the
Corporations Acl 2001;

(b} The linarclal stalements and notes for the financial year comply with the Accounting Standards; and
(g) The financial staterments and noles for tha finanelal year give a true and fair view,

3 Inthe directors' opinian thera are reasonable grounds to belleve thal the eampany will be able to pay its debts as and
when they coma due and payables.

Dated at Brishans on the 315t day of March 2007.

Signed in accordance with a rasolution of the directars.
'/,éé..,ju.fr/.
CHAIRMAN

M Pyecraft
Chalrman

Rabina. 31 March 2008
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D02050ICON ENERGY LIMITED ABN 51 058 454 569 and ita controlled entitles

INCOME STATEMENT
R TH

Revanue
Less: Cosl of sales

Gross Prollt/ Loss

DOther income

Administration expenses
Dieprecialion and amartizallon
Emplayes bensfita and expansas
Oeeupancy expenses

Impairmant of explorallon expenditura

Finance costs
Profll (Loss) betore Income tax
Income tax expense

Profit (Loss) for the yesr

Basle earnings par shara (cetls per share)

Dlluted warnings par share (cents per shara)

The accompanying riotes form part of these financlal stalomonts,

013 0352

NOTE

17
17

CONSOLIDATED ENTITY

PARENT ENTITY

2007 2006 2007 2006
] 5 5 £
386,897 188,149
(258,775) (403.717) B}
128,128 (215,566)
4,620,054 64,033 4,606,958 3177
(1,155,5186) (B47,070) (1.122,418) (803,654)
(22,983) (40,759) (22,965) (38.368)
[168,101) {P58,773) {168,101) (36B.779)
(93,239) (89,682) {93,239) (89,682)
(97,687) (44 250) {55,806) {44,250)
(12,154) (8,851) {12 154) {B,B51)
3,148,544 {1.450,926) 3,132,275 (1.244.407)
3,198,544 (1.450.926) 3,132.275 (1.244 407
1.14 (0.55) -
1.12 (0.55) B}
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00206MICON ENERQY LIMITED ABN 61 038 454 569 and its controlled entities

BALANCE SHEET

o14-0352

AS AT 31

CURRENT ASSETS
Cash and cash aqulvalenls
Trade and other racelvablas

- Olher curent assels

TOTAL CURRENT ASSETS

NON-CURRENT ASSETS
Praparty, plant, and equipmanl
Financial assats

Other non-current assels

TOTAL NON-CLUIRRENT ASSETS

TOTAL ASSETS

CURRENT LIABILITIES

Trade and ather payablez
Sharl-term borrowings
Shorl-term pravisions

TOTAL CURRENT LIABILITIES

NON-CURRENT LIABILITIES
Long-lorm borrowings
Long-lerm provisions

TOTAI NON-CURRENT LIABILITIES

TOTAL LIABILITIES
NET ASSETS

EQUITY
l=suad capital

Rasarvas
Accumulaled losses

TOTAL EQUITY

The accompanying nales farm part of these financlal stalements.

NOTE

10
"

12
13
14

13
14

13
16

CONSOLIDATED ENTITY PARENT ENTITY
2007 2006 2007 2006
% 5 % 3
1,462,259 115.100 1,576,090 83,455
645,370 - 11,019,768 7.692,197
40.223 30,884 18,072 18,457
2177 k52 145,884 12,313,969 7,774,100
218,082 B3,103 218,092 78,935
B,160.548 5,938,512 2,488,524 2 486487
8,406,540 6,021,705 2,706,616 2,965,423
10,584,792 6,167,688 15,020,585 10,338,532
1,057.367 317,028 B0E,230 47,297
32,619 10,260 32,619 10.280
153,519 166,126 184,619 166,126
1,243,805 493,424 002,468 225,703
168,450 55,477 168,480 55,477
81,284 73,284 81,284 73,284
248774 128,761 249,774 128,761
1,483,379 622,195 1,242 242 352,464
9,081,413 5,545,494 13,778,343 9,907,068
26.351,737 25,682,747 26,351,737 25,692,737
(2,841.528) (2,529,903 - -
(14,418,7986) {17.617,340} (12.573,394) (15.705.663)
9,091,413 5,545,494 13,778,343 5,387,068
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0a206MC0ON ENERGY LIMITED ABN 51 338 454 568 and its conirolled entlties

STATEMENT OF CHANGES I EQUITY

ENDED [¥

CONSOLIDATED ENTITY

Balance a1 1 Januery 2006

Shares lssused

Profit/(Losas) far the year
Restatamant of funclional currancy
Balance at 31 Dacember 2006

Shares issuad

Prafll/(Lass) for Lhe year
Restaterman of funglional gurrency
Balance at 31 December 2007

PARENT ENTITY

Balance at 1 January 2008
Shares issued

Profit{Loss) 1or the year
Balance at 31 December 2006

Shares issued
Prolt/(Loss) tar the year
Balance at 31 Decembar 2007

The accompanying noles farm part of these finsncial statemants.

ME

Ordinary Foreign Accumulated
Share Capital Exchange Reserve Losses Total
g 5 5 5
24,262 537 {2.271,058) (16.166,414) 5825085
1,430,200 - - 1,430,200
- - {1,450,826) {1.450,926)
. (258.845) - (258,845
25,602,737 {2,529,805) \17,6717,340) 5,345,
659,000 - 659.000
- 3,198,534 3.198,544

- 31 .525% - (311,625
) 1 y [} i v ¥ ¥

24,262,537 - 114,461 262) 8,801,275
1,430,200 - - 1,430.200
- - {1.244.407) (1,244,407)
25,692,737 - (15,705,669 9,087,068
£58,000 - - £49,000
- - 3,132,275 3,132,275

] L) ] ¥ il 1
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002060I1C0N ENERGY LIMITED AEN E1 058 454 589 and Its conirollad enlities

CASH FLOW STATEMENT
1

NoTE CONSOLIDATED ENTITY PARENT ENTITY
2007 2006 2007 2006
¥ $ g $

Intlows Inflows Inlfawa Intlowe
(Quttiows) (Outilaws) (Dutflown) {Outiows]
i
) CASH FLOWS FROM OPERATING ACTIVITIES
I .
. .Cash receipla from customers 11,011 243,569 - 7,01
. Cash paymants lo suppllers and amployaas [1,608,483) (1,321,057 (1,467.237) (1.080,538)
Inigrest racaeived 110.243 15.643 107,758 9177
Finance costs 12,154) (R851) 12,154) (B.B51)
Mel Cash ugad In operating activities 18a {1,498,353) (1.070,698) (1,371,633} (1,083,175)
GASH FLOWS FROM INVESTMENT ACTIVITIES
Paymants far proparty, plam & equipmemt (168,473) (5,679) (168,473) (5.679)
Paymenls lar deterred mining and exploration (1.835,558) (53,688) (58,643) (63,688)
Procesds from sale of non-current agsets 5,231 - €.000 -
! Proceads rom sale of mining laases 4,050,000 - 4,050,000 -
\ Loans advanced to relaled partiaz - - (2,038.959) -
Net Gash provided by/(used in) investmant activilies 2,052,200 (68,367} 1 700,925 (69,367)
i
‘ CAZH FLOWS FROM FINANCING ACTIVITIES
Praceads from issua of share capllal 658,000 1,175,230 659,000 1,175,230
Proceads from borrowings 141,548 50,000 141,548 50.000
RAapayment of borrowings (B,196) (119,504) (6, 106) (131,083)
Net cash from financs activities 7o, 362 1,105,326 794,352 1,094,167
' Nal ingreage (decrease) in cash and cash equivalents 1,347,159 (34,737) 1,212,644 (58,375)
|
: Cash and cash equivalents &1 beginning of the financial year 115,100 149,837 63,455 121,830
Cash and cash equlvalents at the end of the financlal year & 1,462,258 115,100 1,276,000 63,455

The aceampanying nates form part of thesa financlal statements.
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Q020601CON ENERGY LIAMITED ABN &1 (58 454 559 and Its conirolled ontitios

NOTES TO THE FINAMCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2007

NQTE 1 - STATEMENT OF ACCOUNTING POLICIES

The financlal report is a genaral purpase financial report that has besen prepared in accordance with Austrafian Accounting Standards (including Auslralian
Accounting Inlerpretalions) other authorative pronouncements of the Australlan Aceounting Standards Board and the Corporations Act 2001,

The financial raport covers lean Energy Limiled as an Individual parent enlity and fcon Energy Limitad and controllad enfities as an consolidated antity. lcon
Energy Limitad is a listed publle company, incorporated and damiciled in Australia,

The llnancial rapart has bean prépared an ah accrugls basis and is based on histoncal cosls modlhad by the ravaluatlon al selectad non-gurrant assels and
financigl asaets and financial liabilities for which the far value bases of aceounting Is applied.

“The linanelal rapan of leon Energy Lid and its controlled entities and Icon Energy Limited as an Individual parert sntily somply wilh gl Australian egquivalents tg
Inigrnational Financlal Reporting Standards (FRS) in it antirety, which ansures that the finangial repart complies with Intemalional Finanelal Reparting
Standards.

Tha financial repgrt was autharised for issue by the Board of Directors on 31 March 2008.

The tallowlng Is g summery af lhe material aeeounting policies adopted by lhe consalidaled entily in the praparation ot the financial repart. The accounting
policies have been congistently applled. unless otherwise slated.

(a) Princlples of Cansalldation

A controlled entity 1s any entlly controlled by lcon Erergy Limited. Control sxists where lgon Enargy Limited has the capacity o dominale tha daclsion-
maklng in ralation to lhe lnancial and operaling policies of gnothar entily go that the other enlily operates with lcon Energy Limited t9 schieve the
objactives of lcon Engrgy Limited, A liat of controlled entlles s contalned In Note 21 to the accounts.  All cantrolled entilies have a Decambar finaneial

yoar and,

All Intar-company balances and [ransactions belween sntilies In the conselidated snity, including any unrealised profits of losses, have been eliminated on
consolldatian.

Where controlled entities have entered or lsft the conaolldated antity during e ysar, their oparating resulls hava been ingludad from the dale conlral was
ohtalnad or untll Lhe dato control caased.

(b) Income Tax

Tha charge lor currant incoma fax expanae is bRsed gn the profit(loss) for the year adlusted tor any non-assessable or disallowsd items. |tis calculated
using |he tax rates thal have baen snacted or are substantially onactad by tha balance sheet date.

Delorrad lax is accountad for using the balance shest liability method in respect of tamparary differences arlsing betwoen the lax bazes of assets and
liabililies and thair carrying amounta in the financial siatemants. No deferrod Income tax will be recegnized rom the initiel recognition of an asset or liabliy,
excluding a business combinallon, where there 15 no effact on accounting or taxaehble profit or loss.

Deferrsd tax is ealeulated &l the tax ralas that ara expacted |o apply to Lhe perlod when the assst is reallsed or Habillity is settied. Defarrad tax is credited in
the income stalemen! except whera il relates 10 iems that may be credlled divactly to equity. In which case the deferred tax is adjusted directly agalngt
equity.

Datorrad Income tax assols ars recognised fo the axtent lhat il is probabla that future (ax prots will be avaltable agalnst which deductible temporary
ditferences can be utifised. Futura income tax benafits in relation to tax losses are not brought to seeount unless thars is virtual certainty of realizatlon of
the banafil,

The amount of benefits broughl to account or which may ba realised in the future is based on the assumption that no adverss ehange will ocour in income
taxation legizstation and the anticipation that the consglidated entity will derive sufficlent future assessable Income to enable 1he bensafit to be realised and
comply with the conditions of deductibility imposed by the law,
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OQUZDE0ICON ENERGY LIMITED ABN 1 058 434 558 and itz controfied entlties

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2007

NOTE 1 - STATEMENT OF ACCOUNTING POLICIES (Continued)

{c)

(d}

(e}

Property, Plant, and Equipmeni

Propetly, plant and sguipmen are brought to account at cost or at Indepandanl or directors’ valualion, less, where applicable. any aceumulated
depraeciation or amorilsatlon. The carrying amounl of properly, plant and equipment 15 revicwed annually by difeclors ta snsure il is not in excess of tha
racoverable amount from these assets. Tha regoverable amounl is assessed on |he basis of lhe expactad nat cash flows which will be tecaived fram the
Azgets employment and subsaquenl disposal.

The dopraciable amount of &l fxed assets including capitalized lease assels, but sxeluding freshold land, are depreciated ovar thelr ugolul llves using tha
diminishing malhed commancing from the time tha assol Is hold ready for use. Leazahald improvements are amortlsed aver the shorter of either The
unexpired patlod af the leags of the sslimated usehl lives of the improvemants. Depraciation rates and mathods are reviewsd annually and. if nacessary,
adjustrrenls are made.

The depraclallon rales usad lor sach class of deprecialble asset ara;

Class of Agsel Dopraclation Rate
Plant and Equipment 20 - 40%

Tha gain or Ioss on dispesal of all fixed assets. Including ro-valusd assats, |s datermined as he difference between the carrylng amaount of the assat al the
time of dispozal and the procedds of disposal. and is Included in operating profil before Income tax of lhe consalidated anlity in |he year of disposal. Any
tealissd revaluation incremanl relating to e dispessd assel, which |s Included In the asset reveluation reserve, is ranslered (o retalnad earrings at 1he
time of disposal,

Lenges

Leases of plant and equipmeanl, under which the Cempany or I1s cantrolisd entittes assume substantially all the risks and banefits of awnership, but nol the
legal ownership, are classified as finance leases. Other leasses are classifled as opeoraling laases.

Finance leases ara capllallsed. A lease assel and a lease liabilily equal to the present valua of the minimum l@ase payments are recordad al the incopllon
af the leage. Gantingent renlals ara wiitten off sz an expense of the accounting parod in which they are meourred. Capitalised loaso assels are amartised
on a straight line hasis over the term of the refevant lease, of where It s likely the conzolidaiad entily will obtain ownership ol the assat, or the life of the
asset, Lease liabilllies aro reduced by repayments of principal. The interest gomponenis of the lease paymenls are charged |o lha profit and loss accoun.

Lease payments lar oparating leases, where substantially sl rigks and benofits ramaln with the lessor. are charged 25 expanses in the potiods In which
they ara incurrad.

Exploratlan, Evaluation and Development Expandiiure

Exploration, evaluallon and development expanditure incurred is accumnulated in respacl of each identifiable arsa of interesl. Thase cosls are only carried
tarward 1o he eatént that they are expectad 1o be recouped thraugh the successiul daveloprmeant of an area or sale of tha respeclive area of inlorosl or
whara aclivities in the area have not yet reached a stage which parmits reasonable seseesman| of the exislence of economically weavarable reserves.

Accurmulated costs in relation to an abandoned area ara wrliten off In Tull agalnst profit in the year in which the declslon lo abandon the arsa Is made.

When commercial production commences, tha accurulalod costs for the relavant area af inlerest are amorllsed over he lite of lha area accarding | the
raty of depletion of the scanatmically recoverable reserves. Any costs of slle rasloration are pravided for during the relevant production slages and
included in the casls of thet slage.

A regular review is undertaken of each area ol inlerest to delermine the appropristenssa of conlinuing to carry forward costs in relalion to that area of
Intarest.

Costs of sila reslgration are provided ovar the fife of the facility from when exploration commances and are included In the costs of that slage. Sita
resloralion costs Include the dismantling and rameval of mining plant, equipmenl and building structures, waste remaval, and rehahilitation of the site in
aecardance with clausas of the mining permils. Such costs have baen datermined uslng estimales af future costs, current legal requirements and
iechnalogy,

Any changes in the estimates for the cosls are accounted on a prospecllve basis. In delermining tha cosis of site restoration, thefe i uncerlainty regarding
the nalure and extent of the restoration due 10 communily expeetations and future |agislation. Accordingly, the costs have besn determined on the basis
Lhat Ihe restoration will be completed within “one year of abandoning the sile.

Page 17




EEPLECE. ¥ 54

b tEa e

01/04

05 TUE 07:25 FAX 81 7 55620011 ICON ENERGY LIMITED W019/032

0020601C0N ENERGY LIMITED ABN 81 058 454 589 and Its controlied antitios

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMEER 2007

NOTE 1 - STATEMENT OF ACCOLINTING POLICIES (Gantinuad)
(f) Investmonts

Invesiments are broughl to accounl at cast or at director's valuation, The carrying amaunt of lnvestmenls s reviewsd annually by directors 1o snsurg it is
rot in excess of the raggverable amount of Ihese Investmonls.

Dividends ara braught to aceount in tha pratit and loss account when received.

Intarasts In Jolnt Ventures

(8
The conzolidated entity's share of the assats. llablliles. revenua and expanses of joint venture operations are included it the respective lkems of tha
consolidated Balance Sheel and Income, Statemant.

(h) Trade Creditors

A liability Is reearded for the goads 4nd services received prior Lo balance data. whether invaiced 1o the company or not, Trado credltors are rormally
sattled within 30 days.

() Cash Flow Statemant

For tha purpase of the Gash Flow Slaterment, cash includes amounts In banks and Ihvestments in money market instrumanls, net of oulslanding bank
averdraflg,

() Provislon for Dividend
A provislon is made lor dividends payabla when dividends are daeclared by the company.
(k) Employee Boneflts

Frovision Iz made 1or Lhe carmpany's llabllily for smployes henefits arising from services rendered by employses Lo balence date. Employee beneflls that
are expactad |o be settled within one year have een measured al tho ameunts axpsctad Lo be paid whan tha liahility is se(tled, plus relatsd on-costs.
Employee bangfitz payable [ater than one year have been meazsured at the present value of the estimated fuluro cash outllows to be made for those
benalits

(I) Nat Falr Valug
The nel fair value of financlal assets and lablllos approximales their carrying valus.
(m) Revenye
Revenue from sale of goods |s recognised upon tha dallvery of goods to customers. Interest ravenue is recognised on a proportisnal basis teking inlo

account the Intarasl rates applieabls to the tinancial as=ets. Aevenue from rendenng of a sorvics Is racognised upat tha delivery of |he sarvige to the
cuttomars. Aoyally ravenus is recognisad g3 regaived,

All revenue is stated nel of the amounl of goods and satvieas tax (GST).

(n

—

Segment Reporting
A segment is a distingulshable companant of Lhe consolidated antily thel is engaged ither in providing preducts ar sarvices (business segment), or in

providing preducts and services within & parficular economic environment (gaographleal sanrment ), which is subject |o the risks and rewards that are
diffaranl from thosg in gther gagments.

(0) Comparative Figures

Whers raquited by Atcounting Slandards, eomparative figures have baen adjusted te cantartn with ehanges In presentation for the current fAiranclal year.

=1

Flnancial Instrumenits

Recognition

Financial inslrurments ars initially measurad at cost on trada date, which Includes leansaclion costs, whan Lha ralated contractual rights or obllgations exist.
Subsequent to Inbal recogniilon these instruments aro measurad as set oul below.

(p

Financlal aszets at falr vatue through prafll and loss

A financial asset is classlfied in this calegory it acquired principally for the purpnse of selling in the shor tarm of If so deslgnatad by managemant and within
lhe regulrsements of AASE 138: Aswognitlan and Measurgmen| of Financial Instruments. Derlvatlves are also categorised as held for trading unless thay ar
designated a5 hedges. Realised and unreallsed galns and losses arlsing from changas in the fair value of these assets are included In Lhe income
slatament In the parlad o which they arlse.
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J02060ICON ENERGY LIMITED ABN &1 058 454 569 and lts controlled entities
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2007

NOTE 1 - STATEMENT OF ACCOLINTING POLICIES (Contlnued)

(q

—

Loans and recelvables
Loans and receivables are non-derivative financial assels with fixed or detarminable paymeantg thal are not quoled in an active markel and are staled at
amerlised cosl using the eftactiva Inleres! rale mathad.

Held-io-malurlly Inveatments
These investmants hava lixad maturilles, and it is Ihe group’s infention to hold these investmants to malurity. Any held-te-maturity investeants held by tho

group are stated ai amortised cost using he effective interast rate mathod.

Avallable-lor-zale linanclal azsets
Avallable-tor-sale fimancial assets includb any financial agsats noi included In the above categories. Available-for-sale financlal assets are reflacted at falr

value. Unreahsed gains and losses arising from changes In fair vatue are taken diraclly to aquity.

Finanelal Habifties
Mon-derivative financial fiabilities are recognised al amorlised cost. comprising ariginal dett less princlpal payments and amorlisation.

Falr valua
Falr value is detarmined based an currant bid prices for all quoled Investments. Veluation techniques are applied to datermine tha fair valye far all unlistad

securities. Including recent arm's langlh transaetions, ralerance ko similar ingtruments and option pricing madsls.

Impairmont

Al sach raporing data, the: consolidated enlity agsesses whathar there |s objaellve svidence that s financial instrument has beart Impalred. In the case of
available-for-sale financial instruments, a prolonged deeling in the value of the instrument is consldered to determine whather an impairment has arisen.
Impalrmen? lossas are recognized In the Incorne stalemenl,

Impalrment of Aszats
Al wach reporling data. the consolidated entily reviews tha carrying values of 115 tamgibls and intangibla asaets o determine whather thers is any indication

that \hose assets have bean impalred. If such an indlcation exists. the recaverable amount of lha assot, baing Lhe higher of the asset's fair value less cosls
to soll and valus In use, 15 cornparsd ta Ihe asset's carrying value. Any excess of the assel's carylng value over its recoverable amount Is expensed ta lhe
ihcoma slatament.

Whera it iz not gogsible to estimate he recoverable amount of an indlvidual aszat, the consolidaled enllty astimates the recoverabla amount of the cagh-
generabng unit to which the asset belongs.

Page 19
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2007

o21-/0352

NOTE 1 - STATEMENT OF ACCOUNTING POLICIES (Continued)

(r) Forelgn Currency Transactlons and Balances

Functional and presentetion currency
The functional currency of each of the controlled entities is measured using the currency of the primery egongmic environment in which that entity oparatas.
The consolldated linancial statamants are presented In Ausiralian dollars which is the parent enltlty's functional and presantatian currency.

Transactlons and balances

Foreign currency transactions are translated into functional currency using the exchanga rales pravailing al the date of the ransaclion. Foreign surrency
monetary ltems arg tranzlalad at the ysar-and sxchange rate, Non-manelary ilems measured at historleal cost continue lo be eartlsd at \he sxchange rals
at \he date of the transaction, Non-monslary items measured at falr value are reparied at tha gxchanye rala at the date when fair values were detarmingd,

Exchange difterences arizing on Lhe (ransiation of monelary ilems are recognised in the incoma slatement, sxcept where delerred In equity as a qualifying

cash flow or nel investment hadge.

Exchange dlfferences arising on the translabion of non-monatary items ara racognised directly In aquity to the axtant thal the gain or loss is directly

recognisad in equily, otherwise the exchange diffarence Is recognized it the Incoms statemant.

Group companles

The financial rasults and posltion of foreign operations whose functional curreney |15 dilferant from the group's presentation gurrancy are translaled as

Tollows:

- Bssats and lishilitiez are Iranslated at year-and exchange rates prevalling at thal reporling date;

- Income ard expanses ars transtated al avarage exchange rates for ihe pariod; and

- retgined earmings are translated at the exchange rates pravaliing at ha date of the transactlon.

Exchange dillerancas arlsing on translallan ol lorelign oparatlons are transfarred dirgclly to the group's foreign currency tranglatlon reserve In the balance
sheel. Thesa differences are recognised in the ingome staternant in the period In which tha operallon Is disposed.

(5} Critical accounting estimales

Tha directors ovaluato ostimates and Judgmonts incarporalad into the financial report based on histarical knowledge and best avallablo curront Information.
Estlmales assume a reasonable sxpeetalion of future events and era based on gurrent frends and economic dala, obtalned Both axtarnally and within tha group.

Koy estinales — hmpairmsnt

The consofidated entity assesses impairment at each reporting date by evaiuatlng conditions specific to lhe antity thet may lead to impairment of assets, Where
an impalrmeant trigger exlsls, the recovarable amount of the assel is datermined.

NOQTE 2 - REVENUE
HEVEMNUE
Sales - Ol 386,887 188,149 -
366,887 TO0, 130 - =
GTHER INGCOME
Intersst recsived
Other corporations 110,243 15,643 107,758 9177
Royalties Aeceived 10,611 11,120 - :
{3ain on disposal of mining leases 4,499,200 - 4,499,200 -
Sundry Incoms . 97.270 . .
4,520,050 3,053 4,506,958 0,177
TOTAL REVENUE 5,006,551 252,182 4,606,058 9,177
NQTE 3 - PROFIT/(LOSS5) BEFORE INCOME TAX
Profit/(Lozs) befora Income 1ax has been determined aftar:
OTHER EXFENSES
Remunerallon of parent entlty auditors
- Audil or review of financial report 43,150 24,925 43,150 24925
Taxation services 20 826 10,118 10.638 10,118
63.537% 35,043 53,784 35,043
Amounlis sal aside lo provision for:
Employsa entltlemants 31,000 79,607 31.000 79,607
Aenlal axpense relating to operating leases
Minimum lease payments 93,239 B9,682 93,229 50,6082
Loss on disposal of non-current assats 4,378 - a52 -
Forolgn exchange losses 17,985 - 17,985
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 3t DECEMBER 2007

o2 0352

CONSOLIDATED ENTITY

2007
NOTE 4 - INGOME TAX

The prima facia tax payahle on Profil/(Loss) before Incoma tax is reconcilad
1p the income tax oxpenza as lollows:

Prima facie tax payable on Profl/[Loss) befars Incems lax

2006

3

PARENT ENTITY

2007

2006

Income Tax Atrlbutable Lo Praft(loss) before tax

959.563 (435,278) 939,683 (373,322)
at 30% (2006 30%)
Incraase/(decrease) in income tax axpense die to;

- Non Deduclible Expanses 18,312 12.728 18,312 26,002
Deductible mining and exploration expenditure (B03,586) {17,253) -
Effect of differsnces in foreign tax ralas (16.216) -

Dafetrad lax benstii Nt brought to account/(Recoupment of pHar year tax
logsag nat previously brought Into accounl) (158.073) 422 550 (940.740) A47.319

Deforred Tax Assets not brought to account, the bensfits of which will only ba realised if he condlliens ter deductibliity of tax lnsses sat out in Nets 1 acour
based on carporale tax rate of 30% (2006 30%) lor Australian companles and tho alfeclive 1ax rale of 6.47% far forgign controlled entlties:

Tax losses 20.795,910 21,355,156 15,242,645 18,356,936
Palennal tax benelll 5,790,353 5,957,161 #,572,793 5.507.081
Temporary diiterancas

Provlsions 234,903 256,410 234,803 256,410
Potenlial lax banefit 70,471 76,823 70,471 76,823
Total deferred tax benefils nol braught 1o account 5,060,604 5,044,084 OIS 5584008

NOTE 5 - KEY MANAGEMENT PERSONNEL REMUNERATION

(a) Names and positlons held of parent entity key management personnel In office at sny Hme during the financlal yoar are:

Diraclors

M Pyecroft

SM Barry

Ray McNamara
RS Jarnes

Chalrman

Managing Director

(b) Opllons

Number of Cplions Hald by Key Management Persgnngl ara as lollows:
Balance

2007

Directors

M Pyacrolt

SM Barry

RS James

Ray McNamara -

1.01.2007 Purchases

Non-exacutive Diregtor
Execuliva Diractor/Company Ssgretary

Options Exercised

Net Change
Other

Balance
31207

Total -
Balange Net Change Balanee
206 1.01.2006 Purchases Options Exercised Other 31.12.2006
Diractars
M Pyscroft - . -
5M Barey - - -
RS James 3,800,000 3,900,000
Exocullves
JB Cummins 400,000 - 400,000 ‘.
Total 4,300,000 - 1.700.000 - -
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2007

MNOTE § - KEY MANAGEMENT PERSONNEL REMUNERATION (cantinued)

{c) Sharcholdings
Number of shares held by Key Managetnen! Personnal

Balance Balance
2007 1.1.2007 Purchases  Opltions Exercised 31.12.2007
Directars
M F'yac;rqﬂ 1.500,000 400.000 - E,DDU,UOU
SM Barry 1,667 566 - - 1.567 566
RS James 22,775,235 - - 23,775.235
Aay McNamara - 50,000 50.000
= 38,542,801 510,000 - - IT 6L AN
Balance Balance
2006 1.1.2006 Purchases Options Exercised 3i.12.20086
Diractors
M Pyecroht 1,800,000 - - 1,600,000
S Barry 1,912.566 . (345,000) 1,567,566
RS James 19,875,235 3,800,000 - 23,775,235
Exocutlves
J Cummins 400.000 - 406,000
PEREYHC]] - 4,300,000 (K%, 000) FYEEEEGT

(d) Transactlons with Diractors and Director Related Entlties

Legal feas pald In the ordinary soursa of business o CKB Partners, a

firtn wlll which Mr. S Barry is agsociated,

All services pravided by the direcigr-related enllties weore al normal
commergial terms and condillons.

MOTE B - CASH AND CASH EQUIVALENTS
Cash on hand
Cagh i Bank

Reconciliation of cash

Cash al the &nd of the financial year as shown in the cash flow
statemant is reconciled to items in the balance sheel as follows:
Cash and cesh equivalents

Bark overdraflt

Balance az per Cash Flow Statemenl

NOTE 7 - TRADE AND OQTHER RECEIVABLES

Trade raceivablas

Qther racelvablos

Amaounta receivable from wholly ownad subsidlarles:
Jakabar Pty L1d
lean Drilng Ply LId
lcon Oil US (LLE)

2007

¥

CONSOLIDATED ENTITY PARENT ENTITY

2008 2007 2006

3 5

The loans o controlled enlitles are unsecurad, Interast rae and payable on demand.

NOTE & - OTHER CUHRENT ASSETS

Parfarmance guarantse bonds
Other current assets

24,070 26,040 24,070 26,040
857 757 450 550
1,461,608 114,343 1,275,649 62,905
7,462,250 175,700 1,276,009 53,355
1,462,259 115,100 1,276,099 63,455
1,462,259 115,10G 1,276,099 63,455
450,000 - 450,000
235 370 - 136,324
. 5,450 5,860
- - 2 729837 .
- - 7,694,377 7 686,337
SE3370 : TT.016.798 AT RET
30,223 30.499 18,072 18,072
- 385 - 385
30,223 30,509 18,072 18,357
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D020R0ICON ENERGY LIMITED AGN 61 058 454 589 and ita contralled entitles

NOTES TO THE FINANGIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMEER 2007

CONSOLIDATED ENTITY PARENT ENTITY

2007 2006 2007 2006
NOTE 9 - PROPERTY, PLANT, AND EQUIPMENT 5 3
Planl and Equipment - gt cost 555,326 440.877 555,326 420,767
legs: accumulated dapraciation (337,234) (357,684) (337.234) (341,821

218,092 83,183 218,082 78,938

Plant and Eguipment - under lease 154,571 154,571 154,574 154,571
less: accumulaled amortisalion {154.571) (154,571) (154,571) (154.571)
Tatal property, plant and equipment at written Hown valug 210,092 83,193 218,082 73,933-

Movements In carrying amounts
Mpvements in the carrying amounts for each class of property. plant and equipment between 1he beginning and the ond of the curren financial year:

Plant &

Plant & Equipment  Equipment
Consalldaled Entity at cost under leasa
Balanca al the beginning of the year 83,193 - 83,183
At_ﬂdltiur‘ls 168,473 - 168,473
Dizpozala (10,609) . (10,609)
Depraclation (22 565) - (22,985)
Balance at the end of the year 216,092 . 218,092

A gharge exists over Lhroe Items of plant ang equipment as pan of a kire
purchaseo (Inance arrangernents. The bouk valus of these assels was
$180.152 as al 31 Dagembsr 2007 (2006: $49,775)

Plant & Equipment  Equipment

Farent Entlty at cost under lgase Total

Balance al the boginning of the yaar 78,836 - 78,938
Additignz 168.473 - 188.473
Disposals {6,352) - (6.352)
Depraciation {22 965) - (22 865)
Balance at the end of the year 218,092 - 218,082

A charge axigtz gver three items of plant and equipmant as part of a hire

purchase finance arrangemants. The book value of thess assets was

$180,152 as at 31 December 2007 2006: §48.775)
CONSOLIDATED ENTITY PARENT ENTITY
2007 2006 2007 2006

5 § §

NOTE 10 - QTHER FINANCIAL ASSETS

Shares in Unlisled Companies - al cost - - 978,425 876,426
Provisian for diminution in valus - - {976.426) {976,426)

MOTE 11 - OTHER NON-CURRENT ASSETS

Exploration and Evaluation Expendlture at cost 4,188,648 5,038,312 2,488,524 2,486,487
g,188,848 5,908,513 74008 534 T A6, A0

In assessing the recoverability of axploration and evalualion expenditure in
the financial report, the direclors have considered the impacls of
relalionships with jolnl venhire aparalars, IUturs lukding arrangements and
planned future expandiiure in relgtion (o mining leasas held

NOTE 12 - TRADE AND OTHER PAYAELES

Current
Trade and sundry payables 1,057,367 317.028 HOE,230 47,287
1,057,367 KR e 50 7,007
Page 23
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O020600CON ENERGY LIMITED ABN &1 058 454 563 snd itz controlled entities

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2007

CONSOLIDATED ENTITY FARENT ENTITY
2007 2006 2007 2006

3 3 5 g

NOTE 13 - BORROWINGS

Secured
Curratt
Hira purchase liabilities 32,619 10,280 32,619 10,280
LFEE] 10,280 32,618 10,280
Non Current
Hira purchase liabilily . 168.450 55,477 168,490 55.477
168,450 55,477 166,490 5B 477

201,109 Bo, 107 09,900 T ERTET 3

The Hirg purchase liablilos ate secured by motor vehiclas with a book value of
$180,152 a5 &l 31 Dacamber, 2007, are subject Lo (nlerast vatas batween 7,95% and
8.33% and rapayabls in monthly Insiaiments of $4,057,23, including finance charges.

NOTE 14 - PROVISIONS

Current

Employss enlitlarmenta 153,619 166,126 153,619 166.126
153,518 166,136 153,619 166,126

Hon Current

Emplayes antlllemenla 81,284 73.284 81,284 73,284

81,284 73,504 81,204 73,008

TG0 9410 a4, 509 R

Number of employees al year end 3 2 3 2

NOTE 15 - ISSUED CAPITAL

Share Capits!
Issued share capital 282,456,906 (31 Decernber 2006: 269,846,908) fully
paid. no par value ordinary shares

31 December 2007 31 December 2006

Number of Number of
Fully Pald Shares shares Y shares 5

Balance at beginning of the year 260.046,906 25,692,737 249.046.806 24,262 537
Shares issuad:

January 2006 - Oplions exercised . - 4,300,000 364,200
January 2007 - Sharas Issusd lor cash 10,000,000 500,000 - -
April 2007 - Shargs issued for cash 2,650.000 158,000 . -
May 2006 - Shares lssusd for cash - - 6,500,000 390.0G0
July 2006 - Shares Issucd for cash - - 10,000,000 676,000
Balanca at the end of 1he year 262,496,308 26,351,737 265,546,906 25,692,747

The holdsts of ardinaty shares are entilled t regeive dividends as dectared from tima to time and are entitiad to one vole per shara at
sharehaldars’ meetings. In tha evant of winding up the compary, all sharshalders participate in the proceeds from Ihe sals of all surplus
as501s In proportlion Lo the humber of and amounts paid up on shares hald,

Nurnher of oplions  Number of oplions

31 December 2007 11 December 2006

Optiong

Balance at beginning of the year 20,000,000 4,330,000
Oplions lapsed during the year - (30,000)
Oplions exorcised during tha year - {4,300,000)
Optlons issusd during the yaar - 20.000,000
Balance at the end of Lhe year 20,000,000 20,000,000

Terms and conditiona tor the eptions are as follows:
Exerclzse date Expiry date Exerclse prics

21 December 2006 31 December 2008 20% below markel average
for S days prior to exerclsing
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D02060ICON ENERGY LIMITED ABN 61 058 453 5569 and fis controllad entitios

NOTES TO THE FINANGIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2007

MNOTE 16 - FOREIGN CURRENCY TRAMSLATION RESERVE

The farsign currancy translatlon reservo rocords exehangs differencee srising on translation of a forelgn conlrolled subsidiary.

NQTE 17 - EARMINGS PER SHARE

Reconciliation of Earnings to Nal Profit dr Loss

Net Profit/(Loss)

Earnings used in the calculation of basls EPS
Notional interest on proceeds on convarting options
Earnings used In the calculation of dilulve EPS

{b

Whelghied average numbear of ardinary shares outstanding during the
year used In Lhe caleulatlon of basie EPS.

Wheightled average number of options outstanding
Welghled average number of ardinary sharas quialanding during (he
year uzed in the calculatlon of dilutive EPS,

(c) Clagsification of Securllies

The fallowing securltles have besn classilied as potentlal ardinary
shares and are included in delarminalion of diluive EPS:

Ligied qptions

(dy Woeighted average number of convarled and iapsed apllons included in

NOTE 18 - CASH FLOW INFORMATION

(a) Reconclliation of net cash from opemting activitles to Prafli/(ioss)
afler Income tax

Prodlt{loss) afler Income tax

Adjugtmeni lar nen cash ltoms
Dapraclation

Exploralion expenditure written off
Gurrency Movamanls

Prolit on sale of aesels

Ad|ustment for changes In assets
and llabilitles
{Increase)/decrease In:

Trade dabtors

Other assats

Ingrease/{(decrease) in:

Accounts payabla

Employaa provisians
Mel cash frotn operating actlvilies

(b) Nan-cash financing acilvities

Diractors loan applled agalnst lhe oxarciza of optiohs
Exstulive’s Annual leave applied againzt the exarcise of optlons

CONSOLIDATED ENTITY

2007 2006
5 $

2.198,544 (1,450,926)

3.198.544 (1,450,9286)

4,796,543 11,450, 526)
2B1,435,536 261,919,235

5,333,353 3.301,370
265,760,869 265,820,505

CONSOLIDATED ENTITY
2007

2006
No Na

£0,000.000 20,000,000

155,151

CONSOQLIDATED ENTITY PARENT ENTITY
2007 2006 2007 2006
5 & 3 5

3,198,544 {1,450,826) 3,132,275 (1,244,407)
22,065 40,759 29,065 28.0968
97.657 44,250 55,806 44250
19,327 11,541 - -

(4,494,022} (4,498,848)

(234,985) 7,031 (20,360 7,081
661 (7,940) aB5 (8,227)
(104,233) 214 B46 (59,949) 10,017
4,507 59,793 (4,507) £9.793
{1 .4'&9?59'5% [1,070,696) 1,971,609 (1.065,178)
239,520 239,520

15,450 15,450
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COZ0B0ICON ENERGY LIMITED ABN 61 058 454 569 and Its controlled entities
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2007

MNOTE 18 - CAPITAL AND LEASING COMMITMENTS

CONSOLIDATED ENTITY PARENT ENTITY
2007 2006 2007 2006
Finance Leage Commitments % ] 5 5
Financa lnass commilments payable:
not later than one year 48,687 15,028 48687 15,038
laler than ane year but not later than five years 152,223 §3.010 182,223 63,010
Minimum lease paymante 230,910 7B.048 230,810 78,048
Less: future finance charges
ngt later than onc year (16.068) {2,878) (16,068) (3,978)
latar than one year but not later 1han five years (13,733) (8.313) (13,733} (8,313)
Total Finanee Leasa Liabilily f 201,108 65,787 201,109 &5, 7h7
Pragent value of minimum lease payments
- nat mote than ohe year 32,619 10,280 32,6819 10,280
- later lhan one yoar 188,480 55,477 168.480 55,477
201,100 [k 01,1 s
Gurrent liabilities (Note 13) 32619 10,280 32,619 10,280
Mon-currant llabilties (Note 13) 168,480 55,477 168,450 56.477
07,103 65,757 I8 EETET

Tha Hire purchase liabililies are secured by mator vehicles with a buok value of
$180,152 as al 31 Decembar, 2007, are subjec! to interest rates batweon 7,85% and
8.35% and ropayabla in monthly Instalments of $4.057.23, including finange charges.

Operating Lease Gommitmants
Non-cancellable operating leases contracted for but not capitallssd in the
financial statements

nol later than one yoar 94 550 93.238 94 50 93,239
lalsr than one year but not later than five years 427 808 - 427 888 -
522,448 83,239 522,448 093,235

The property lease s a non-canceliable lease wilh a five year 1arm, payabls monlhly
in advanee, Contingent rental provisions require that minimum lease rapayments
be increased by 5% por annum. Thers iz no option 10 renaw.

NOTE 24} - JOINT VENTURES

Tha fallowing ig a list of active mining lenements held by lcon Energy and Its subeidiaries,

Oll and Gas Bagln Interest % interesl %
2007 2006

ATP 549P Cooper Eromanga 33.35% 33.33%
ATF 504F Cooper Eromanga 50.00% 50.00%
ATP 724 P Eromanga Regleigh & Springfield Arsas 60.00% 60.00%
ATR 74P Etornanga Brightspot aren 75.00% 75.00%
ATP §26F Surat 100.00% 50.00%
ATP765 Cooper Eromanga - 27.75%
ATP768 Cooper Eromanga 0.00% 27.75%%
ATP g449F Surat £0.00% 80.00%
ATP BS5P Cooper Eromanga 80.00% B0.00%
PEL 218 Cauper Eromnangs 33,30% -
ATP 560 Cooper Eromanga 50.50% 50.50%

Lease interests hald in Bayou Choclaw area Louisiana LISA

Vigtary Financial (Narth) Loulslana 38.50% 38.50%
Victory Finangial (Sauth) Louisiana 19.00% 19.00%
Wilbert's Loulsiana 153,20% 13,20%
Zig Zag Loulslana - 13.20%

The consolidalad entity's interest in aszets employed in the above |oint ventures are included in the balance sheet under Ihe followlng classifications:

CONSOLIDATED ENTITY PARENT ENTITY
2007 2006 2007 2006

3 g 8 §

NQN CURRENT ASSETS

Explaralion and evaluation expendilure at cost 4,306,833 4,760,025 1,317.612 1,308,000

Total Non Gurrant Assels 4,396,833 4,760,025 1,317,612 1,308,000

Share of lolal aszens in [einl venlurs 4,396,833 4,760,025 1,317,612 1,308,000
Page 26
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Q02060I1CON ENERGY LIMITED ABN &1 058 454 583 and its controlled entltles

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2007

NOTE 21 - CONTROLLED ENTITIES

Country of %% Owned
Parent entity: Incorporation 2007 2006
leon Energy Limited Australia
Subsldlaries of lcon Energy Limied:
Jakebar Pty Lid Auslralla 100 100
lcon Drillng Ply Lid Australia 100 100
leon Qil US (LLC) LISA 100 100

NOTE 22 - SEGMENT INFORMATION .

"The consslidated enlity operates in the oil exploration and petroleurn sector, predominantly within CQueensland. Tha majarity of itz exploralion activitles ars
canducted in the Cooper/Eromanga and Surat Basirs In Ausiralia and the Bayou Choctaw area In Loulslana USA. Information by geographisal ssgments are as
follows:

In presanting tha infermatlon on the basi= of gaographical segmenls, the Ausitallan geographical ssgments include all corporale head office expenses an the
basls thaet all resourges within the corporate hoad office ar applled to 1hese exploration acilviles.

Ausliralia consolidated entily

2007 2006 2007 2006
Primary Reporting-Geographical Segmeants

REVENLIE

Exlarnal Sales - 388,497 188,149 385,497 1B8.140
Extornal - other 4,499,600 - - 4,489,800 -

Royalty zales - - 10.611 11.121 10,611 11,121

Tolal segmant revenues 4,400,600 . 357,108 199,270 4.B56,708 199,270

Unallacated revenue 110,243 52,812

Total revanue 5,006.951 202,182

RESULT

Segmonl Rosults 3,146,923 (1,229.014) 63,775 (213,061) 3.210,654 {1,442,075)
Finance costs (12.154) (A 851}
Loss bafore Incomea tax 3,198,544 (1,450,926)
Income 13ax - -

Loss after income tax 3,188,544 {1.450,926)
ASSETS

Segment Assets 7,476,825 2.670,2658 a,107 967 3,489,430 10,584.792 6,167,609

Segment Llabilitios 1,384,111 67,274 109.268 294,921 1,483,379 622185

OTHER

Acquisition af nan-current segment

assels 2,847,003 53.588 - - 2,847,003 63,688

Depregiation and smortization of

segment assets 22 BB 308,368 - 2,80 23.985 40,759

NOTE 23 - FINANCIAL INSTRUMENTS

The parenl and congolidaled entily's financial inslruments cangist mainly of deposlls with banks, shart-term investments. accounls racelvable and payable. bans
to and from subsidiaries and finance lease liabililes,

The mait purpose of nen-derivalive financial instruments is to raize finance lor lhe parent and consolidaled entity operations.

The patent and consalidated entity do nol have any derivative instrumanls al 31 Decembar 2007,

Signiticant accounting policies

Details of significant ageounling policies and methods adopted, Including the critarig for recognition, the basls for measuremenl and lhe hasis on which ingome

and expenses are recognisod, In respect of sach class of Knancial asgel, financlal llabllly and squity instrument ara disglosed n Nola 1 to e lnancial
slaluments.
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DOZ0E0ICON ENERGY LIMITED ABN &1 088 454 589 and its controlled entitles
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2007

NOTE 23 - FINANCIAL INSTRUMENTS (CONTINUED)
Capltal risk management

The parent and consolidaled entily manages its capital to ensure that (he enlity will be able to cantinue 85 & gaing coneern through Lthe aptimisation of tha deh|
and equity balance.

The eapital structure of the parsnt and conselidated entity conelsts of cash and cash equivalents, finance inase llabilities and equity compriging issued capllal.
reserves and relained earnings as dlsclosed in notes 15 and 16 respectively.

The board of dirsctors review tha capital structure on a regulat basls. As a part of the raview the board conarders the cosl of capital and (he risks assoclalsd
with gach ¢lass of capltal.

"The parant and conzolidated emity's overall strategy remains unchanged from 2006,

Financlal Rlsk Managemant
The main risks the paront and consolldated entity ars éxposed ta through its financial assets and llabillties are Interest rala rigk, liquidity sk and cradit risk, Tha

parant and eansolidated entity's risk managemant program focuses on the unpradictability of the financial markets and seeks 10 minimise the potenlial adverse
effects of the financial performance of the parent and consolidated entily, by way of various measures detalled bolow.

The Board of directors analyse currency and nierest rate axposure and evaluate Iraasury management sirategies in the context of lhe mast recenl acoromic
conditions and forecasts,

Rizk managemenl is carriad oul by lhe board of directars. the audit and risk management commitlea, and koy managemsnt persannel,

8 Market Risk
Interest rale risk
The parent and cahselidated enlity ars not exposed tg interast rate risk. Tha comparny does not use lohg-term debl to inance I8 exploralary acivities.
Long-lerm fixed interast debt 1z used to finance vehlcles only. The company has a policy that when praduction operatlons sommence in Austraiia, the
interest rate risk wili bo managod wilh a mixture of lixed and floating rate debt,
Cash Hlow sensitivily analysle for varlable rale Instruments
The sansitivily analyses have best determined based on the exposure of the parent and consolidated enlily to inlerest rates for non-derhvative financial
Inslruments a1 tha reporting date at the stipulated change taking place al the begitning of the finangial year and held canslant Waroughoul the reparting
perind. A 0.5% increasa or decrease |s used when reporting Imeres rates imernally to the board of directors and rapresents managemant's assessment of
the possiblo change in INlerast rales.
At 31 Dacamber 2007, if the interesl rates had increased / decreasod by D.5% Irom the period-end rates with all athar varlablos held corstanl, post-tax
prafit for the year for the gonsolidated entity would have been $4,531 higher / 2,351 lower, mainly as a resull of the consolidated entity's exposura to
interast rales on its varlable rale cash and cash equivatarnts.

Thare has been no change to Lha consalldalad entity's exposure 1o intereat rate risk or lhe manner In which it manages and measures the rigk.

AL 31 Dacermbar 2007, it the inleres) rates had increased / decreased by 0.5% fram the pariod-end ralas with all other varlables hald carstant, post-tax
profit for tha year for the parent entity would have been $4.531 higher / 52,351 lowar, mainly as a result of the lowerhlghet interest incama eamed on cash
and cash equivalents,

Thera has been no changs Lo the parem entily's expasure Lo interest rate risk or the manner In which It manages and measures 1he risk,

The following lable summanses the sansitivity of the consolidaled antity's financial assets and financial llabllities o Interest rate risk.

Page 28

i R

B A ey e T



01704 '08 TUE 07:28 FAX 61 7 55620011 ICON ENERGY LIMITED W030/032

CO2060ICON ENERGY LIMITED ABN &7 058 454 5659 and fis controilad entities

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DEGEMBER 2007

NOTE 23 - FINANCIAL RISK MANAGEMENT (CONTINUED)

Congolldated Entity

Carrying Carrying
amaunt amount +0.5%
31/12/2007 3112/2008 Prafit Prafil Equity
2007 5 5 5
Financigl assels
Cash and cash equivalents 1.462 259 115,100 [2,351Y (2.351) 4,531 4,531
Trade rocalvablas 450,000 - - - - -
Other regeivables 235,370 - - - -
Flnaneial Habliitles '
Accounls payabla 1,057,367 317.028 - - - _
Borrqwings 201,108 65,757 - - - -
Total incroase / (decruasa) (2,357} (2351 X 551

The tollowing table summarisos lhe sensitivity of the parant entily's financial asssls and nangial labllities o INaves! rate risk.

Parant Entity

Carrying Carrying
amount amount
311212007 I112/2006
2007 3 ]
Financial assols
GCash and gash equivalents 1,876,099 63,455 (2,351) (2,351) 4,531 4,531
Trada racalvables 450,000 - . - - -
Olher recetvables 136,324 . - . ,
Financial Hablitles
Accounls payable 806,230 47,297 - - -
Burrowings 201,108 65,757 . -
Tolal incraase / (decrease) [eReLA) (2,3567] 4,531 4,531
Price rlsk

The parenl and conaglidaled entlly are nal exposed lo any material commaodily price risk.

Forelgn currency rlak

The parent and consolidated sntity do nal have any exposures to lorelgn currancies al tha reparting data.

b. Credilrisk

tredit risk rofers 1o the risk thal countarparty will defaull an Its eontractusl chbligations rosulting in inancial loss ta ha parent of congalidated entity. The
vongalidated sntity entars into legally binding conlracts and management monitors the pragresa of thesa contracts In acsordance with cantract values, as 2
means of mitigaling the risk from financlal lass. The pargnt and consolidated enlity's significan! receivable matured in Ngvamber 2007 and was salllad in
February 2008 with Interaat as per the conlragt,

The parshl and consolidated entity do not have any olhar slgnificant credil risk exposure Lo any single gounterparty of any group of gounterparties having
similar characterigtics. The crodll risk on liquid funds is limited bacause the counterpanties are banks wilh high credil-ratings assigned by Inturmational credil-

rating agenclos.

The carrying amount of finaneial assets racorded in the financial statements, net of any allowances for losses, represenis the parent and consglidated
antity's maximum sposure to eredit risk without taklng acceunt of the value of any coliateral obtained,

c. Liquidity Hak

Liltimate responsibliity for liquidity risk rests with Ihe board of dircctars, wha have an appropriala liquidily risk management framework lor the managsmenl
of the parant and consolidated entity's short, modiurn and long-larm funding and llquidlty requiremanis.

The parstit and consalidated entity manage liquidity risk by monitoring forecast and actual cash Aows, matching the malutlly prafiles of the financial assets
and liahilities and entering into contracts In aceordance with approved Aulhority for Expanditure. The paren! and consolidated antity have no approved
barrowing faclitias ather than the financial lerse commitments detailed in Notes 14 and 19.

Page 29

I ey -
A T




R —

01704 '08 TUE 07:28 FAX 61 7 55620011 ICON ENERGY LIMITED W031/032

002060ICON ENERGY LIMITED ABN 61 058 454 569 and its comtrolled entitles

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2007

MOTE 23 - FINANCIAL RISK MANAGEMENT (CONTINUED)
The parant and consolidated entity’s liquidity risk refating to linancial lisbillties at 31 Decomber 2007 Is limilad to the repayment of the fnance lease
commitmenls amounting to $201.109 (par Notes 13 and 19) and trade payables. Trade payables ara shor-term in nature. The parenl and consolldaled
anlily do not linance exploration activities through debt.

d. Inlerest Rate Risk

The parem and cansalidated enlity's exposure Lo Interast rale tisk, which is the risk that a financal instrumant's valua will fluctuate a2 a rasult of changes In
market interast rates and the effective weighted average inlerast rates on those financial assets and financial iabilities, is as follows:

Censalidate Entity Weighted Fixed Interest Rate Maturing
Average Flpating Non interes|
Inlgrest Rate Interest Within 1 year 1105 years bearing Total
%o kS g 5 5 %
2007
Financial assets
Cazh and cash equivalgnts 5.8% 1,461,602 - 657 1,462,259
Trade recelvables 8.0% - 450,000 - 430,000
Crther recaivables - - - - 235,370 235,370
1,461,602 450,000 - 236,027 2,147,629
Finrgncial iabilitias
Accounts payablo - - - - 1,057.267 1,057.367
Borrowings B.1% - 32 619 168,480 . 201,109
- 32,619 168,490 1,057,367 1,258,476
2008
Financial assets
Cash and gash equivalents 5.0% 114,343 - - 757 115.100
114,343 - - 757 115,100
Financial liabilities
Accounts payable - . 317,028 317,028
Borrowlngs 7.95% - 10,280 55,477 - §5,757
- 10,280 33,477 317,028 382,785
Parent Entity Weighted Fixed Intarest Rate Maturing
Average Floaling Non interest
Interest Rate Interast Within 1 year 1 to 5 years bearing
% & 3 $ %
2007
Financial assels
Cash and cash equivalaniz 8.7% 1,875,649 - - 450 1,276.09%
Trade recaivablas 8.0% ' 450,000 - - 450,000
Other raceivablas - . - 136,324 136,324
1,215,080 450,000 - 136,774 7,080,423
Financial liabilites
Accaunts payable - : - A0g, 230 B06.230
Borrowings 1% - 32,619 168.490 - 201,109
. L] 155,490 BOEZa0 1007550
2008
Financlal assels
Cash and cash squivalents 5.0% 62,905 - - 530 53,453
CE 005 - - 550 63,455
Financilal habilltias
Accounts payable - . - 47,297 47,297
Borrowlngs 7.95% ' 101280 55477 - 65,757
- 70,760 55477 xS R
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0020501CON ENERGY LIMITED ABN 61 058 454 569 and iis controlled entitles

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 21 DEGEMBER 2007

NOTE 23 - FINANCIAL RISK MANAGEMENT (CONTINUED)
Falr value estimation

The carrying values less pravision for impairment of financlal assets and finangial liabilities of Ihe parenl and consclidated entity, as stated in the Balarce Shest
and accompanying oxplanalory noles at 31 December 2007. are & reagonablo appraximation of thair fair values dug 1o the short-larm nalure of tha instremaenls.

Mo financial assels and financtal labililies are traded in aclive markels.
In lhe parent entity, financlal instruments that are not 1raded in an active markel are staled at cost in accordance wilh AASH 139: Einancial Instrumants:

Theee ingtrumants represent the parent enlily's Invastmant in subsidiares, as refarrad 1o in Nete 10. The Fair value of thesa financial Instrumants cannaol be
rellably estimatad dus to the absance of an active market, At the date of Inls tinanial report the parent enlity has na Intantian lo dispese of any of Ils Interests in
subsidiarias.

MNOTE 24 - RELATED PARTY TRANSACTIONS

. Imarests In subsidiaries are disclosed in nole 21,

- Amounis racelvable fram whelly owned subsldiarles are disclosed In nale 7. Tha loans to controlled entities are unsecurad.
intergat free and payable on damand.

- Transaclions with Direclors and Direclor Related Entites are disclased in nole 5. All services pravided by the direclar-related enlitios
were al normal commoerclal terms and eondltions.

- There ware no other related party Iransactions durnng the year ended 31 Degember 2007 or 31 December 2006.

NOTE 25 - CONTINGENT LIABILITIES

At the date of lhe finanoial repon, the consolidaled enlity was involved in a dizpute with a drllling conteactor over an amount payakle to them of $120.000. The
dispute was seitlod In February 2008. for an amount of 20,000.

NOTE 26 - CHANGES IN ACCOUNTING POLICIES

Cerlam naw aceounting standards and Inferpralatians hava baen published that are nel mandatory tor 31 Decamber 2007 reporting patlods. The conselidated
ontly's assessment of the impact of these new standards and Inlerprolatlons is set oul belaw:

(I} AASE 2007-3 Amendments to Australian Accounling Standards srising from AASE 8 [AASES, AASE 6, AASE 102, AASE 107, AASE 118, AASE 127,
AASB 134, AASE 136.AASHE 1023, AASE 1038] AASBE 2007-315 applicabls to annual reporling periods beginning on or after 1 January 2008, The enlily
has nol adopted the standard early, AASE 2007-3 consequentialty amends & numbar of standards arigihg from the issue of AASE 8. Thase amendments
resull from the change of name to AASE 8. AASB B is a disclnsure slandard and will therafore have no impact an the enllly's repartad pasition and
perlarmanca.

(i) AASR 2007-B Amendments lo Australian Accounting Standardg arising from AASE101. AASB2007-8 is applicabla 1o annual reperting perlods beginning on
of alter 1 January 2009. Tha antity has not adopled the slandard sarly. AASB2007-8 consequanlially amends a numbar of standards arizing from Lhe
ravigion of AASB1Q1. This Amending Slandard alse changes 1he term ‘general purpose Hnancial report’ o ‘general purpass financlal slatements' and the
term ‘financial report’ to 'linancial stalemenls’ in application paragraphs, where relevant, of Australian Accounting Slandards (Including Intarpralalions) to
batler aligh with IFRS terminolagy. . Revised AASE101 Inlrodueas as a financial statement (farmarly “primary” etatement the "statement of comprehensive
income”. The revized standard does not change the facagnition, measuremeant of disclosure of Ikansactions and events thal are required by AASE:. The
aconomic enlity has nel yal determined the patential affect of the ravisod slandard on the disclosures in 1he financlal report.

(i) Revised AASB123 Borrowing costs aro applicable to annual reporing perinds beginning on or aflar 1 Janusry 2000, Tha revised slalemenl ramoves the
option lo e¥penss barrowing costs and requires that an enlily capltalise borrowing costs dirsclly aliribuiable to the acquisition. canstruction or groduchon of
8 gualltying asset a5 part of the cost of that assel. The ravised standard iz nat expected o have any impact on |he entity's financial roport.

AAZB B Operaring Segments |: applicabla 1o annual reparting perods beginalng on or sfter 1 January 2009, The slandatd Introduces the "management
approach” to gegment reporting and requiros tha diselosure of segment infarmation bagod o lha internal reports ragularly reviewed by the beard of
diractors In order to assess each segment's performance and 1g allocalo resources to them. The standard is a disclosure standard, and is not axpected to
have any impac| on the reperied financial position and performance or the disclosures in tha linanclal rapert. The standard has not boan oarly adoptod by
the economic entily.

(iv

NOTE 27 - EVENTS AFTER BALANCE SHEET DATE

On 25 February 2008, the company received oulslanding balance of $475.250 from Santos. The payment of accumulated inleraat amounling to $25,250 was
included in the amount received as par the conlracl of sals.

Tha company also seltied the dispuled claims by a Joint Venlure Pariner at LS$48,000 less than the outstanding lizhility in the financial roport.
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