KAROON

Gas Australia Ltd

ASX RELEASE

25" February 2005

Employee Incentive Options

Karoon Gas has issued 415,000 Employee Incentive Options at an exercise price of
$1.25 to eligible empioyees. These options are subject to a2 12 month voluntary escrow
period ending 25 February 2008 and will expire on the 30 June 2008.

In addition and subject to shareholder approval at the next Karoen shareholders
meeting, a further 500,000 opticns is intended to be issued to a director, Mr Geoff
Atkins. These options will have an exercise price of $1.35 and will aiso be subject to a
voluntary escrow pericd ending 25 February 2006 and will expire on the 30 June 2007.

For further information please contact:

Beb Hosking

Chief Executive Officer

Fhone: 03 5974 1044

Fax: 03 5974 1644

Email:  basspetrol@hotkey.net.au

Karoon Gas Australia Lid. A.C.N. 107 001 338
Karoon Gas Pty. Lid. ACN 056 976 842 (a subsidiary of Karoon Gas Australia Lid)
Suite 7A, 34-38 Lochiel Avenue, Mt. Martha 3834 Phone 59741044 Fax 59741644
Po Box 469, Mt Martha 3934
Email:basspetrol@hotkey.net.au
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New issue announcement

Rule 2.7, 31003, 3,101 4, 3.70.5

Appendix 3B

New issue announcement,
application for quotation of additional securities
and agreement

Information or documents not availoble now must be given to ASX as soon ay avadlable.  Information and
documents given o ASX become ASX s property and many be made public.

Infrodoead 1796, Origin: Appendix 5. Amended §77798, 129090 1/2/2006, 30972001, 11532002, 1742003,

Name of entity

Karoon (Gas Australia Limited

ABN

33 107 601 338

We {the entity) give ASX the following information.

Part I - All issues

You must complete the relever sections {utfach sheets if there is not enough space).

i

*Class of Tsecurities issued or 1o be
issned

Number of Tsecarities issued or to
be issued {(if known} or maximum
number which may be issned

Principal terms of the *secuaritics
(ep, if oplions, exercise price and
expiry date; if  partly paid
“securitics, the amount ocutstanding

and doe dates for payment; if

“eonverlible securitios, the
conversion  price and  dates  for
conversion)

Employee Share Options

413,000 Options

Unlisted employee incentive options issued
pursuant to the Karoon Gas Australia Lid

Employee Share Option Plan.

415,000 options each with an exercise price of
$£1.25 per option with an expiry date 30 June

2006.

Voluntary escrow period of 12 months ending

25 February 2006

¥ See chapter 19 for defined terms.

HE2003
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6

Do the "securities rank equally in sl
respects from the date of allotment
with an existing “class of quoted
"securities?

If the additional sccuritics do not
rank equally, please state:

the date from which they do

the exient 1o which ihey
participate for the next dividend,
(in the «case of a trust
distribution} or inferest payment
the extenl to which they do not
rank equally, other than in
refation to the next dividend,
distribution or interest payment

Issue price or consideration

Purpose of the issue

{If issued as consideration for the
acquisition of assets, clearly identify
those assets)

Dates of entering “securities into
ungertificated holdings or despateh
of certificates

Number  and  “class  of sl
“seeurities  quoted  onm ASX
(including the securities in clavse
2 if applicable)

Yes

$ Nil

lssue of incentive options to employees

25 February 2005

Number

*Class

26,663,503

13,331,750

Ordinary Fully Paid
Shares

Options expiring 30
June 2006,
exercisable at 26
cents each

+ Sge chapter 19 for defined terms.

Appendix 3B Puge 2
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Number “Class
g Number and  felass  of all | 15,006,060 Oedinary Fully Paid
“seenrities not gquoted on ASX Shares
{fnclucding the scourities in clause
2 if applicable)
7,500,000 Options expiring 30
June 2006,

exercisable at 20
cents each;

1,500,000 Options expiring 30
June 2007,
exercisable at 25
cents each;

415,000 Options expiring 30
June 2006,
exercisable at $1.25
eacly;

13 Dividend policy (in the case of a
trost, distribution policy) on the
increased capital (interests}

Part 2 - Bonus issue or pro rata issue

13 Is  security  holder  approval
required?

12 Is the issge renounceable or non-

renounceable?

13 Ratio in which the “securitics will
be offered

14 “Class of *sceurities o which the

offer relates

15 Record date to determine
etitlements

16 Will holdings on different registers
(or snbregisters) be agprepated for
caleulating entitlements?

17 Policy for deciding entitiements in
refation to fractions

¥ See chapter 19 for defined terms.

2003 Appendix 3B Page 3
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19

MNames of countrics in which 1he
entity has “sccurity holders who
will not be sent new  issuc
documents

Node: Security holders must be foid bow their
cridements are to be deall with.

Cross reference: rele 7.7,

Closing  date  for  receipt  of

acceptances or renunciations

+ 8Sge chapter 19 for defined terms.

Appendix 3B Page 4
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20

21

22

24

25

26

27

28

249

3

Names of any underwriters

Amount of any underwriting fee or
commission

Names of any brokers to the {ssue

Fec or commission payable to the
broker to the issue

Amount of any handling fee
payable to brokers who lodge
acceptances or renuncialions on
behalf of "security holders

Iif the issue s contingent on
*security  holders™  approval,  the
date of the meeting

[Date entitlement and  acceptance
form and prospectus or Product
[isclosure Statement witl be sent to
persons entitled

If the entity has issued options, and
the terms entitle option holders to
parlicipate on exercise, the date on
which notices will be senl to option
holders

[rate rights trading will begin (if
appticable)

[ate rights trading will end (if
appticable)

How do “security holders sell their
entitlements  #n full throngh a
broker?

How do *security holders sell part
of their entitfements  through &
broker and accept for the balance?

¥ See chapter 19 for defined terms.

HE2003
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32 How do *security holders dispose
of their entitlements fexcept by sale
through a broker)?

33 *Despaich date

Part 3 - Quotation of securities

You need only complere this section if vou ave applving for quotation of securities

34 Type of securities
{tick one)

{a) Securities described in Part |

(1) All other securitics

Example: restricted seouritios af the end of the eserowed poried, partty paid securitics that beeome fully paid, emplovee
moentive share seauifies when restriction ends, scourtlios Issaed on sxpiry or conversion of convertible secnrities

Entities that have ticked box 34(a)

Additional securities forming a new class of securities

Tick to Indicate you arve providing the byformeation or
documents

35 D If the “sceuritics are “equity scouritics, the names of the 20 largest holders of the
additional *securities, and the namber and percentage of additional “securities held by
those holders

36 D If the *sccuritics arc “equity securities, a distribution schedule of the additional
“securities seiting out the number of holders in the categorics
1 - 1,046
13T = 5,00
5,001 - 10,004
10,01 « 130,000
106,001 and over

37 D A copy of any trast deed for the additional *secarities

+ Sge chapter 19 for defined terms.

Appendix 3B Page 6 1712603



Appendix 3B

New issue announcement

Entities that have ticked hox 34(h)

38

44

41

42

Number of securitics for which
*gquolation is sought

Clags of “sccurities for  which
quotation is sought

Do the *securities rank equally in all
respects from the date of allotment
with an cxisting “class of guoted
*securities?

If the additional securities do not

rank egually, please state:

* the date from which they do

e the extent to  which they
participate for the next dividend,
fin  the case of a trosy
distribution} or interest payment

* the extent to which they do not
rank  equally, other than in
relation to the nexi dividend,
distribution or interest payment

Reason for request for quotation
now

Example: hy the case of reatricled seauifies, ead of
restriclion period

(if issued uwpon conversion of
another seeurity, clearly identify that
cther seeurily)

Number and “class of all *secuaritics
quoted  on ASX {ncluding  the
securitics in clause 38)

Number

*Class

¥ See chapter 19 for defined terms.

HE2003
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Quotation agreement

I *Quotation of our additional “securities is in ASX’s absolute discretion. ASX may
quote the "securities on any conditions it decides.

2 We warrant the following to ASX.

The issue of the *securities to be quoted complies with the law and is not for
an itlegal purpose.

There is no reason why those “securities should not be granted *quotation.

An offer of the “securities for sale within 12 months after their issue will
not require disclosure under section 707(3) or section 1G12C(6) of the
Corporations Act.

Note: An enfity may need 1o abtaln appropriake warranties from subscribers for the securtties in ovder 1o be able to give
this warranty

Section 724 or section [816E of the Corporations Act does not apply to any
applications received by us in relation to any “securities to be quoted and
that no-one has any right to return any ‘securities to be quoted under
sections 737, 738 or 1016F of the Corporations Act at the time that we
request that the “securities be quoted.

We warrant that if confirmation is required under section [8617F of the
Corporations Act in relation to the *securities to be quoted, it has been
provided at the time that we request that the “securities be quoted.

If we are a trust, we warrant that no person has the right to return the
*securities to be quoted under section 1819B of the Corporations Act at the
time that we request that the "securities be quoted.

+ Sge chapter 19 for defined terms.

Appendix 3B Page 8 1712603
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Lot

Sign here:

We will indemnify ASX to the fullest extent permitted by law in respect of any
claim, action or expense arising from or connected with any breach of the warranties
in this agreement.

We give ASX the information and documents reguired by this form. If any
information or document not available now. will give it to ASX before “quotation of
the ‘securities begins. We acknowledge that ASX is relving on the information and
documents. We warrant that they are {will be} true and complete.

tnrrermtrarn et arenseenestaeraesrnrn e rnenneeneneens. L8162 25 February 200500
{Company secretary}

Print name: ... Hetor Peaters .o

¥ See chapter 19 for defined terms.
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