APPENBIX 1 {Rule 10.4}

PRELIMINARY FiJLL YEAR REPORT ANNOUNGEMENT
NEW ZEALAND GIL & GAS LIMITED
FOR THE YEAR ENDED 38 JUNE 2005
Prefiminary full year report on consolidated resuits (ineluding results for the previous corresponding fil year) in accordance with Listing Rie 10.4.2
Thiz report has been prepared in accordance with generally accepted accounting practice and gives a trae and fair view of the matiers (o which the repon refates and

is tased on audited #rancial statements and reviewed by the company's auditors.
Mew Zealand Gl & Gas Limited kas a formally constituted Audit Sommittes of the Board of Directors.

CONSOLIDATED STATEMENT OF FINAMGIAL PERF ORMANGE]
7005 7064
Currant Pravious
FuH year Eyw cortaspotding
SHEN0E [Down) Ful year $H2'000
1 CONSOQLIDATED STATEMENT OF FINANCIAL PEAFOAMANCE K
1.1 GPERATING REVENUE
[a) Gales revenue - -E00% 1.113
[E) Other revenue SEd 12,548
(o) Total operating revende 584 14,461
1.2 CPERATING SURPLUS/ADEFICIT) BEFORE UNUSUAL ITEMS AND TAX (2.463) T2
() Plusfiless) tax {il - on cperating profit [303) 34
1.3 CPERATING SURPLUS/{DEFICIT) AFTER TAX (2588} 7806
[a) Extraordiary items afler tax -
(&) Unrealised net charge in value of ivesiment properties -
1.4 CPERATING SURPLUS{DEFICIT) AFTER TAX [2.568) 133% 7.806
(&) Mincrity Interests # 135
1.5 NET SURPLUSHDEFICIT) AFTER TAX ATTRIBUTABLE 7O MEMBERS OF LISTED ISBUER [2.4953) 135% 7941




2. DETAILS OF SPECIFIC RECEIFTS/IOUTLAYS REVENUES/EXPENSES FOR full YEAR

2.1 INCLUDER IN CONBOLIDATED STATEMENT OF FINANCAL PERFCRMANCE FOR full YEAR
[a) interest revenue included in ftem 1.1(b} above
[B) Unusual fems for separate disclosurs
(o} Ecrity earmings

(d) Interest expenses included in ltem 1.2 above (inciede 8k forms of inderes], lease, $nance charges
ete.}

(2] Leasing and renting expenses

(fy Bepreciaticn

(g1) Dimonition in the vakle of asseis (other than depreciation)
Write off / {back) of former provision for impairment of investment
Write off of capitalised exploration expenditure

(h) Amoriisaticr of goodwid

(i} Amortisation of other intanginies

(j) Amortisation of other intangibies

[k} Amortization of ather intangibles

2.2 SUPPLEMENTARY ITEME
(a) Interest costs exciuded from 2.1{d) and capitaiised

(B Outlays cagitaksed in ntangibies

(¢} Uarecognised differances between carrying value and market vaiue of publicly traded investments
[underlying assel recorded in Statement of Financial Posigon. Ref 8.4(b) below]

3 DISCONTINUED UNUBUAL & EXTRADRDINARY ITEMS OF THE GROUP

Details & Comments

biscondnued Activities
Material anusual incivded in 1.2
Extraordinary iterns (ref 1.3(40

Tatal Extracrdinary items

GROUP

Z005 2008
Previous
Currant Corraponig
Full year Full year
KZ$ioe KZ§'toe
53R 335
- i
—
158 187
[5353 54
(1.03%) -
1,050 3,791
—
852 853
GROUP - CHRARENT fulf YEAR
20085 20605 20085
Before Tax Refated income tax Atter Tax
SHZ000 SHZ000 SHZ000




4 STATEMENT OF MOVEMENTS IN EQIATY
4.1 NET SURPLUS/BEFICIT) ATTRIBUTABLE 70O MEMBERS
(a) Net Surpiva/ADeficd) atributable o minority interest
4.2 DTHER RECOGNISED REVEMUE AMD EXPENSES
(a) ingreasesidecreases) in revaluaticn saserves
(B Surrency transtation ditferences
(o) Mino#ity interest in cther recognised revenue and axpenses
4.3 TOTAL RECOGMISEE REVENUE AND EXPEMEES
4.4 DTHER MOVEMENTS
(a) Cantributions By owners
(B Diskributions o owners
[z} Cgher - Shares issued by subsidiary to minctity interests
4.5 EQUITY AT BEGEMMING OF THE fuk YEAR

4.8 EQUITY AT EMND OF THE &l YEAR

5 EARNINGS PER SECURITY
Calcgkation of basic and diftted EPS in accordanse with IAS33: Earnings per security

[a) Basic EPS

(&) Difusted EPS

STATEMENT GF MOVERMENTS N EQUITY

o 7008
Previous
Currant Corraponig
Full year Full year
KZ$ioe KZ§'toe
{2,555 7541
[E23! [$35)
{2,566 7A08
42,827 448
1088
49 556 41,302
90,816 49 556
EARNINGS PER SECURITY
Higs g4
Current bull vear Curtent ol vear
NZ conts per securlty | NZ conts per seourlty
11.88) 5.83
048 5.08




& MATERIAL ACGUISITIONS OF SUBSIDIARIES
(2] Mame of subsidiany or grodp of subsidiany
[b) Percentage of ownershig acowdired

(£} Contributicn to consofidated net surplus/(defici)

[d) Date from wheh such condribution hizs been calouiatad

7 MATERAL DISPOSALS OF SUBSIEMARIES
() Mame of subsidiany or grodp of subsidiary
() Santribution of subsidiaries 1o consofidated net surplus/(defici)
(2} Bate from wheh such contribugon has been calculated
[d) Santribution o consclidated net surplusi{deficity for the previcus corresponding year
(] Contribution o consclidated net surplusi(daficit} from sale of subsidiary
8. REPORTS FOR INDUSTRY AND GEOGRAPHICAL SEGMENTS

SEGMENTS

Oiperating revenue

Sates to customers outside the group
Iaterest and cther revenue
Taotal revenue {consolidated mal egual to .10 1

Segment result — surplus
Hnallocaled expenses

Operating surpkisiefict after tax #tem £.3)
Segmenl assets
Lazllocated assets

Totzl assets {eqgual 1o 9.3}

Motes:
(iy The Compainy operatgs in one geographical segrment — Mew Zealand

(¥} The Compary cpersies in the peroleum and coal producticn and expioration industry.

Z
»

Z
»

Geographic Industry
KZ Petrodoum and cost
oxploration and
produetion
Higs Higs
Current full year Currant full year
ShZ'000 bt rdial:]
O G4
554 554
(2.586) (2.586)
(2.5868) [2.586)
93310 3B
943 210 G351




CONSOLIDATED STATEMENT OF FINANCHAL POSITION

At end of As Ghowh At entt of
Bkfun-05 BkSun-td H-Dos-04
Current Lasd Annral Pravious
Tulf yozr repork Ropart hatl year report
SHEN0E SHEN0E SHEN0E
9 CURRENT ASSETS
[aj Gash 40 8683 17695 11,805
(k) Receivables 1738 35 258
o] Invesiments - - -
[d) Inventories 118 108 150
(] Other — advances to associate company - - -
TOTAL CURRENT ASSETS 51,518 18,430 12,213
9.1 NON-CURAENT ASSETS
{a) Receivables - - -
(b} Invesiments 4,068 4,182 5213
(o) fnveniories - - -
[d) Property, pland ané eguipment 277 188 252
(€] Goodwil - - -
(fy Breferred taxation asset - 108
{g) Other intangible asseis - -
[h) Otkher Mok current assets
- {ither a5 1 BS
- Petroleum and Coal interests 37,5094 25,5308 32,284
9.2 TOTAL NON-GURRENT ASSETS 42,392 33,868 38,854
9.3 TOTAL ASSETS F3B0 52,008 51,047

9.4 CURRENT LIABILITIES
(a) Accounis payable 2,891 2,352 1,508
(k) Income i advance - - .
() Securad leans - -
(d) Unsecured inans - - R
[&] Provisicns - corrant 10% SAE 1ES
(d) Other cureant kabilities - - .

TOTAL CURRENT LIABILITIES 2,294 2,898 1.689

4.5 NON-CURAENT LIABILITIES
(a) Accounis payable - -
(b) Securad lcans - -
(¢ ] Unsecured inans - -
[d) Provisions - non current - 42
(&) Deferred 1axation liabiity - -
(fs Other non currant kabilities - -

9.6 TOTAL NON-CURRENT LIABILITIES - 42
9.7 TOTAL LIABLITIES 2,294 2,748 1,689
9.8 NET ASSETS 90,218 48,558 45,558

9.9 SHAREHOLDERS' EQUNTY

(a) Share capitat {reported paid in) 100,841 57,218 7317
[b) Heserves:
(it Revaluation researve 2,591 2,591 2831
(i) Other reserves - - -
(¢ ) Retaired surplus {zecomulated defici) {16.382) {13.838) (15,245
9.10 SHAAEKOLDERS — EQUNTY ATTRIBUTABLE TO MEMBERS OF THE COMPANY
26,5480 46,268 44 985
[a) Mincrity eguity nterests in subsidiases 4,378 3,290 4533
9.1t TOTAL SHAREHOLDERS — EQUNTY 90,218 40,558 45,358
(8) Return oh assats -3 1 4% 3%
() Hetorn oh eguity -3 17% 3%

(e} Bebl o eduily ratio EE B &5y




7005 7004
Previous
Currant Corraponig
full Year full Year
ShZ'000 ShZ'000
10, CASH FLOWS RELATED TO OPERATING ACTIVITIES

(8) Receipis from customars - 1467

(b Interes! recaived 537 3328

(¢} Bividends received - -

[d) Paymenis 1o suppliers and employees (2.457) [3.428)

(€] Interest paid - -

(fy Income taves paid - -

[g) Otheer operating cash fiows - -
NET OPERATING CASH FLOWS {1.800) 11,656}
11. CASH FLOWS AELATED TO INVESTING ACTIVITIES

(a) Cask proceeds from sale of property, plant and  equiprnent - -

() Cash proceeds from sale of eqguity investments (inciuding Heence interests) B9E 17,538

[c) Loans repaid by other entities - -

(d) Cash paid for purchases of property, plant and equipment [261) 12}

(€] Interest paid — capitafised - B

[fy Cash paid for purchase of equity investments (Listed Rescurce Company) - 321)

(9] Loans 1o other entites - -

{h) Other expenditure:

- production, deveiopment & expioration permits 5253} (B.524)
NET VESTING CASH FLOWS [3.518) 10,458
12. CASH FLOWS AELATED TO FINANCE ACTIVITIES

(a) Cash proceedsinutlays) from safe, buy back of shares, options etc 41,520 509

(k) Borrowings 150 172

() Repayment of borrowings - [380)

[d) Dividends paid -

(] Other - Shares issued by subsidiary to mirorily interests 1495 12
NET FINANCING CASH FLOWS 2,765 Sa1
13. NET INCREASE [DECREASE} IN CASH HELD 32,345 EREHR

(a) Cash at beginming of full year 17895 7204

() Exchange rate adjusiments (o ltem 153} above (377 398

(¢} CASH AT EMD OF full YEAR 48,663 17,635
14. NON CASH FINANCING AND INVESTING ACTIVITIES nia nia
15. RECONCILIATION OF CASBH As a1 As a1

2edun-08 B funld
Current Previous
Full year Full year
ShZ'000 ShZ'000
Cash on hand aad at tank 2,158 202
Eeposits af oadl 36,110 16,3397
Bank Overdraf - -
Cther:

- Gash heid by joini ventures 1,395 1,098
TOTAL = “CASH® AT EMD OF full YEAR [ltem 13{c) abowe} 40,2683 17,885
18, MATERIAL INTEREST IN CORPORATIONS NOT BEING SUBSIDIARIES nia nia
17, ISSUED AND GUOTED SECURITIES AT END OF CURRENT full YEAR

|Category Issuati Guoted

Crdinary shares 133,564 238

less treasury siock 15,864 515]

fssued during the currest fulf year 71,408 045

Total £85 507 7EE 188 507 768

Issuat - Guoted [Exercise Price Expiry date

Options 72,164 848

Georwventad o ordinary shares duting the cureed fulf year (74.258.045]

Lapsed o expiry date {906 8061

- 0.6 I0AE2005

Total




18. COMMENTS BY BIRECTORS
(a) Material factors affecting the revenue and expenses of the group for the current il year
iy Exploration write oifs of §1,030,00C for the current period nciude $838,000 in relagon to the unsucoessful Kiwi-1 well in PEP 38460,
i} Met Geficit for the year includes writing back B1,031,000 of 2 former provision for impeirment of investment.

(B Significart trends o events since the end of the cureent full year

(¢} Changes in accounting policies since the last Annual Beport and { or last fulf year report.
i

[d) Critical accounting poficies
Production, Development, Exploration and Evaluation Expenditure
Expenditure incurred on petrofesm and coal 'areas of intersst is accournted for using the successhul efforts method. An area of inferest is defined by the group as a ficence or
permit area. Exploration and evaluaticn expenditure (together with certain inter-grodp advances refafive o these expenditures), is written off in the statement of financial
perfarmance under the succesafil efforis method of accounting in the period that exploraticn wark demonsizates that an area of interest or any part thereof, is no lenger

prospective for economically recoversbie reserves or when the decision 1o abandcon an area of interest is made.

Where expenditure carvied forward in an area of interesi or any par thereof, exceeds the directors’ valuation of thaf area of interest the costs are written: down 1o the directors’
valklation.

Birectors’ valuations of areas of inferest, especially projects at a pre-deveiopment stage, are dependent upon & number of factors that are uaceriain or tenfative af the ¥me of
valuation and which may be subiect to change. Such factors inciude the abiiity to secure sajes contracts, levels of reserves, production profifes, estimates of future product
sales prices, operating costs, capital expenditures, availabikty of finanging and iax losses and legislative changes.

(it Production interests

Pracuction interests comprise exploration, evaluaton and development costs (exeluding ficed asset expenditure) incarred in relation to areas of interest in which petroleum
producticn has commenced. Expenditure on production interesis is amontised using the production outpel method resulting in an arnarisation charge proportions o the
deplation of eccnomically recoverable proven reserves. Where such Costs are considered not (o e &6y recoveradie under existing conditions, an amounl is provided 10 cover
the shortial.

{ii] Deveiopment interesis

Deveinpment interesis comprise costs incwred on areas of interast which are being developead for production.

Mo amotisaton is provided in respect of development areas of interest until they are reclassified as production areas foflowing cornmencemant af patrofecsm production.

{iii) Exploration and Evaluation interests

Expioration and evaitation interes!s cornprise costs incurred i areas of interast for which rights of tenure are current and:

[a] such costs are expactad 1o be recouped through successiul development and exploiation of the area, or alternatively, by its safe; or

(b} exploration andior evaldation activities in the area have not yel reached a stage which permits a reaschable assessment and/or evaluation of the exislence or otherwise of
economically recoverabie reserves, anc acive and sigrificant operations in, or in relation o, these areas are continuing.

The ultmate value of areas of interest is contingent upon the results of further exploration and agreements entered into with other parties and alsc upon mesting commiments
under the terms of permits granted and icint venture agresmants.

Sates of prospecting and minmng permit rights are showe as revenue in the period earned.
Restoratien and Aehabilitation Expenditurs

Significant restoration andg rehabiiitation expenditure (o be incurred subsequent to the cessation of production from production areas of interest is provided for and expensed in
the statement of financial performance based on best estimates of the expenditire required 1o setiie the present obligation at talance date.

Joint Ventures

VWhere material the group consofidates Hs interest in the assets, liabilites, revenues and expenses of unincorporated joinl ventures under appropriate headings i the fimancial
statements Using the proporionste method of consclidation.



(2] Managemenis dscussion and anslysis of financial condition, resuil sndior operaticns

New Zealand Cil & Gas Limited reports & loss of 2.6 midlion for the year ended 30 Jung 2005, compared (o a $8 millon proti for the same period last year, The 1685 included
a write-off of §836,000 expensed on the Kiwi exploration well and reversai of a $1.1 milicn former provision for impairment against investments.

The Company is simultarecusly progressing three major developments: Kupe gas/oll, Tui cil and Pike River coal Daring the year ended 30 June 2008 0.2 millioe (2004:
B5.5mj was invesied in these projects, which are expacted 10 provide substangial, long-term revenue and cash flow streams for the company.
(fy Cther comments

19. DIVIDEND
[a) Dividend yigid as at talance date 6 [
(b) Tax adirsted dividend yield as at bafance date 6 0%

20. ANNUAL GENERAL MEETING

{a) To te keld at Crowne Plaza, 128 Albert 5. Auckiand
[B) Date and time £0:00 a.m. Friday 28 October 2005
(¢ ) Approximaled date of Annual report availabiity 22 September 2005

Erate that this & year repor was approved by resolution of the Board of Birectors 28 August 2005

Gordon Ward
Genetal Manager



