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INDEPENDENT GEOLOGIST’S REPORT

The Directors

Saxon Investment Group Limited
Level 9, 356 Collins Street,
Melbourne, Victoria 3000

Gentlemen

As requested by Saxon Investment Group Limited (“the Company”) please find below an
independent geologist’s report on the potential hydrocarbon prospectivity of the contiguous
portions of the onshore Canning Basin Exploration Permit (EP) 129, parts R2 & R3, and the
adjacent Petroleum Licence (L) 6, areas which your Company intends to farm into. The area
has been designated as the Back Reef Joint Venture Area (refer to Figures 2 and 3 of this
report).

The report relates to a proposed renounceable pro-rata 3 for 2 Initial Public Offering (“IPO”)
Rights Issue to existing Company Sharcholders which is to be lodged with ASIC circa 19
May 2006. In this PO offering the Company will issue up to 31.865 million shares at the
offer price of $0.20 per share, paid in full on application, which we understand will raise, if
fully subscribed, some $ 6.373 million. The Offer is partially underwritten as to $2.5 million.
For every two shares subscribed for the applicant will be granted one $0.20 option,
exerciseable on or before 30 September 2009,

INTRODUCTION

In addition to the offshore Gippsland Basin acreage, covered by another independent
geologist’s report, the Company also intends to farm into onshore acreage in the Canning
Basin of Western Australia (WA). The Canning Basin is productive of oil in the area of the
farm in, at the small Blina, Sundown and West Terrace Qilfields, which are close to and
southwest of the farm in area. Some pipeline and loading infrastructure is present near to the
farm in area and proposed drilling location.



The first recorded indications of oil in Western Australa (“WA”) were encountered when
Walter Oakes, a returned serviceman with knowledge gained from American troops in
France, discovered an oil seep at the junction of the Ord and Negri Rivers in the Kimberleys
in 1919. A company, Durack Oakes Oil Company, was subsequently formed and it drilled an
unsuccessful shallow well near this seep in 1924. Soon afterwards a water well driller, Harry
Price, encountered traces of oil in a water bore in the valley of the Fitzroy River. These
indications of hydrocarbons, oil particularly, were the stimuli of a Iong, and for a long time,
fruitless, search for hydrocarbons in the state of WA.

The first exploration company to explore in the basin was the Freney Kimberley Qil
Company Limited, formed to investigate Harry Price’s accidental encountering of oil. The
company drilled several wells in the Canning Basin during the next 30 years. Several
reconstructions of the company, which struggled for funds, occurred and its last successor,
Associated Freney Oil Company N L, encountered indications of oil in its last well Sisters 1,
drilled in 1956.

Beginning in the early 1950°s West Australian Petroleum Pty Ltd (WAPET), an affiliate of
the large American major, Chevron, conducted an exhaustive search for oil in WA. They
explored in the onshore sectors of most of the sedimentary basins of the state, including what
is now known as the Canning Basin. The company eventually found non-commercial oil in
onshore sector of the Carnarvon Basin at Rough Range. The locations of the sedimentary
basins of WA are shown on Figurel.
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Figure 1 - The Sedimentary Basins of WA

WAPET finally had commercial success and discovered oil and gas in the Perth Basin, in the
state’s south, this was followed by the discovery of the giant Barrow Island Field in the



Carnarvon Basin, along with the discovery of many smaller but still commercial fields, in
both the onshore and near offshore sectors of this basin. During this time WAPET continued
to search in the Canning Basin and did encounter non-commercial traces of oil in the Meda 1
well. Other operators then found gas and indications of oil in the Browse Basin, immediately
north of the Canning Basin. Further north in the Bonaparte Basin huge gas discoveries were
made by other companies, commercial oil was later found in this basin. Hence the Canning
Basin was surrounded by basins with hydrocarbon production or discovered reserves.
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Figure 2 - Canning Basin Hydrocarbon Provinces & Schematic Cross Section

By 1974 WAPET had surrendered most of their acreage in the basin and many smaller
operators began to explore the Canning Basin. Many of these companies were from Canada



and they were drawn to the area by the presence of Devonian reefs, the staple target in
Alberta and British Columbia.

Success was finally achieved in the Canning Basin 1981 when the Canadian company Home
Oil Limited (Home) discovered oil in commercial quantities in the Blina 1 well, refer to
Figure 2 for its location. Ironically the Blina Prospect was very close to the Erskine Prospect
mapped, but never drilled, by WAPET. The following year Home found another small, but
commercial, oil field with the Sundown 1 well, nearby. Later the similar West Terrace Oil
Field was discovered in the same general area. There have been several later waves of
exploration in the basin, none of which have been conclusive. Exploration activity has
fluctuated with the oil price.

The Canning Basin is a large sedimentary basin, which appears to be under-explored. It
has a sparse seismic and drilling coverage Empirical evidence indicates that it has all the
properties of an active petroleum system in place This is illustrated by presence of
producing oil fields. It is the author’s opinion that further exploration is warranted in this
basin, so close to producing fields.

EXPLORATION PERMIT (EP) 129 ( R2&R3 )& PRODUCTION LICENCE (L ) 6)

The area of the proposed farm in is located on the Margaret Terrace and Lennard Shelf in the
northeast of the Canning Basin, near the basin margin, in northwestern WA. The farm in area
also covers some of the Fitzroy Trough, the basin’s main recognized hydrocarbon generative
centre. The Fitzroy Trough is located immediately to the south of the Shelf and Terrace.
Recently a belief has gained acceptance that oil may have been generated on the Lennard
Shelf, in a back reef enviroment, margin ward of the regional faults, which separate the
Lennard Shelf from the adjacent Fitzroy Trough. Credence should be given to this view, as
similar environments in the northern hemisphere are known to host large volumes of oil,
which is thought to have been generated in situ.

The Company is farming into the Back Reef Joint Venture Area as shown in Figure 3 which
is an irregular area, covering some 354 square kilometers, and is contained within contiguous
segments of Exploration Permit (EP) 129, parts R2 &R3 and into Production Licence (L) 6.
This acreage is situated to the northeast of and close to the Blina, Sundown and West Terrace
0il Fields.

The acreage is currently held by Terratek Oil Tools Pty Ltd, a company 80% owned by
Golden Dynasty Resources, formerly Kimberley Oil N L, and 20 % owned by European Gas
Limited. Golden Dynasty Resources is and will continue to be the Operator of the farm in
area. In addition, European Gas has a 2% over-riding royalty over the farm in area. Backreef
Oil Limited is farming into the acreage and consequently will farm down to the Company. As
a consequence of this the Company will, after funding 70 % of the cost of the proposed
Backreef 1 well, which has been capped at circa $1,500,000 to earn a 35% share of the farm
in area. A 10% government royalty and the above mentioned over riding royalty is payable
from any production obtained from the farm in area, hence the Company’s share of any
production obtained from within the farm in area would be 29.75%.
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Figure 3 — Back Reef Joint Venture Area

INFRASTRUCTURE

The area of the farm in is located 4.5 kilometres to the northeast of the producing Blina Oil
Field, which is connected by an oil pipeline, which is running below capacity, to the Erskine
Oil Terminal on the Great Northern Highway. This terminal is connected by an all weather
road to the oil refinery at Kwinana, south of Perth. Whilst the overland distance from Erskine
to Kwinana is great, it is very profitable to truck oil, at the recent record oil prices. The
Operator presently estimates that it costs around A$17.00 per barrel to truck oil by road to
BP’s Kwinana refinery, south of Perth. Economics will likely still be attractive even at much
lower crude prices. It is the expectation of most industry pundits that the crude price will
remain near these record prices for a considerable time. Many think it will increase.

Oil storage facilities owned by the Operator are in place at Broome, hence oil could be
shipped to Kwinana, shipping costs can often be substantially cheaper than road transport
costs but this is volume dependent. The Operator claims a potential cost reduction to around
A$6.00 per barrel for sea transport. If a large enough discovery is made, oil could be
exported directly from Broome as there are no restrictions on exporting crude oil.

If a more modest oil discovery is made, consideration could be given to the installation of a
portable, modular dieseline refinery in the area to produce diesel, the most widely used fuel
in remote Australia, for local disposal in northern Australia. This would be dependent on the
composition of any discovered crude. It is known that the oil from Blina is suited to






