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Directors’ Report
30 June 2007

The Directors of Aurora Oil & Gas Limited present their report on the Consolidated Entity consisting of Aurora
Oil & Gas Limited (“the Company” or “Aurora”) and the entities it controlled at the end of, or during, the year
ended 30 June 2007 (“Consolidated Entity” or “Group”).

Directors

The names of directors in office at any time during the financial year or since the end of the financial year are:

Mr Jonathan Stewart
Mr Michael Blakiston
Mr Graham Dowland
Mr Gren Schoch

Each director held their office from 1 July 2006 until the date of this report.

Current Directors

Mr Jonathan Stewart — executive chairman
Qualifications - B.Com, CA

Mr Stewart was appointed a director of the Company on 22 February 2005. He is a qualified chartered
accountant. Since leaving the profession he has held executive management positions in a number of
industries including extensive international oil & gas experience.

Other current directorships of Australian Listed Public Companies

Gawler Resources Limited (appointed 1 March 2007)

Former directorships in last three years

None.

Mr Graham Dowland - non-executive director
Qualifications - B.Com, CA

Mr Dowland was appointed a director on 22 February 2005. He is a qualified chartered accountant who has
for the past 20 years been involved as a director or senior consultant / advisor with a number of public
companies listed on stock exchanges in Australia, Canada and the United Kingdom in various industries.
Other current directorships of Australian Listed Public Companies

Imugene Limited

Eureka Energy Limited

Mint Wireless Limited (appointed 4 October 2006)
Former directorships in last three years

None.



AUrora oil & Qas

limited

Directors’ Report
30 June 2007 (continued)

Current Directors (continued)

Mr Michael Blakiston - non-executive director
Qualifications - B. Juris LLB

Mr Blakiston was appointed a director of the Company on 7 November 2003. He is a partner of law firm
Blakiston & Crabb.

Other current directorships of Australian Listed Public Companies

Axiom Properties Limited
Platinum Australia Limited
Rox Resources Limited
Vulcan Resources Limited

Former directorships in last three years

Alcaston Mining NL

Australian Development Capital Limited
Black Range Minerals Limited 1994-2004
Colltech Australia Limited

GFB Limited 2002-2005

Mr Gren Schoch
Qualifications - B.Sc. M.Sc. P.Eng.

Mr Schoch was appointed a director on 4 April 2005 and has extensive international oil & gas experience,
primarily in Canada.
Other current directorships of Australian Listed Public Companies

None

Former directorships in last three years

None

Company Secretary

Mr Alex Neuling
Qualifications — BSc (Hons) ACA (ICAEW) ACIS

The Company Secretary, Mr Alex Neuling was appointed to the position on 28 February 2005. Mr Neuling is
currently a non-executive Director of ASX Listed Eureka Energy Ltd and Company Secretary of Gawler
Resources Ltd, Eureka Energy Ltd and Imugene Ltd. Prior to his current positions, he worked at a major
international accounting firm in London (1998-2002) and in Perth (2002-2004). He holds an honours degree
in Chemistry from the University of Leeds in the United Kingdom, is a member of the Institute of Chartered
Accountants of England and Wales, and holds a Graduate Diploma in Applied Corporate Governance.
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Principal activities

The principal activity of the Consolidated Entity during the financial year was oil & gas exploration,
development and production. No significant change in the nature of this activity occurred during the financial
year.

Employees

2007 2006
The number of full time equivalent people employed by the
Consolidated Entity at balance date 2 2

Dividends

No dividends have been declared, provided for or paid in respect of the financial year ended 30 June 2007.

Consolidated results

2007 2006

$'000 $000
Consolidated loss before income tax expense (1,308) (1,360)
Income tax expense (842) -
Net loss (2,150) (1,360)

Post balance date events

Since 30 June 2007 the following significant developments have occurred (as announced by Aurora to the
Australian Securities Exchange).

Date Event
1 Aug 2007 Completion of placement of 20m shares at $0.53 per share to raise $10.6m before costs.
1 Aug 2007 Announcement of non-renounceable Rights Issue of one new share at $0.53 per share

for every ten shares held at record date, closing 1 November 2007 to raise a maximum of
$9.7m before costs.

8 Aug 2007 Gawler Resources Ltd (ASX: GRL “Gawler”) completed its acquisition of an interest in the
Pompano Field. This event triggered the conversion of Aurora’s second and final tranche
of 6m convertible shares into 6m fully paid ordinary shares in the capital of Gawler and
enabled Aurora to subscribe for a further entitiement of 6m options (exercisable at $0.20
on or before 31 March 2009) at $0.01 per option.

12 Sep 2007 Sugarloaf-1: Fracture stimulation and testing operations commence for 3 separate
zones in the Cretaceous aged Austin Chalk formation.

19 Sep 2007 Second well at Sugarloaf (Kennedy#1) commences drilling.
24 Sep 2007 Rights Issue fully underwritten.
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Post balance date events

Other than as disclosed, at the date of this report there are no matters or circumstances, which have arisen
since 30 June 2007 that have significantly affected or may significantly affect:

(@)

(b)
(©

the operations, in financial years subsequent to 30 June 2007, of the Consolidated Entity
constituted by Aurora Oil & Gas Limited and the entities it controls from time to time;

the results of those operations; or

the state of affairs, in financial years subsequent to 30 June 2007, of the Consolidated Entity.

Significant changes in the state of affairs

The following significant changes in the state of affairs of the Consolidated Entity occurred during the financial
year and to the date of this report:

Date

10 Aug 2006
17 Aug 2006
31 Aug 2006
16 Nov 2006

29 Dec 2006
29 Dec 2006

10 Jan 2007
11 Jul 2007
1 Aug 2007

1 Aug 2007

8 Aug 2007

15 Aug 2007
12 Sep 2007

19 Sep 2007
24 Sep 2007

Event

Shareholder approval granted for reduction in capital.

Commencement of drilling of Sugarloaf-1 well at Sugarloaf Gas Prospect, USA.
Finalisation US$10m Project Finance Facility for Flour Bluff with BOSI.

Announcement of participation in oilfield development offshore Texas Gulf coast through
Gawler Resources Ltd (ASX: GRL “Gawler”).

Finalises additional US$11.5m finance facility for land acquisition activities.

Completion of placement of 15.5m shares at $0.53 per share to raise $8.25m before
costs.

Announcement of underwritten Share Purchase Plan at $0.53 per share to raise $8m
before costs.

Announcement the drilling of Sugarloaf-2 well and West Black Lake Dolores -1 Well
production commences.

Completion of placement of 20m shares at $0.53 per share to raise $10.6m before costs

Announcement of non-renounceable Rights Issue of one new share at $0.53 per share
for every ten shares held at record date, closing 1 November 2007 to raise a maximum of
$9.7m before costs.

Gawler completed completed its acquisition of an interest in the Pompano Field. This
event triggered the conversion of Aurora’s second and final tranche of 6m convertible
shares into 6m fully paid ordinary shares in the capital of Gawler and enabled Aurora to
subscribe for a further entitlement of 6m options (exercisable at $0.20 on or before 31
March 2009) at $0.01 per option.

Non- renounceable right issue offer document mailed to shareholders.

Sugarloaf-1: Fracture stimulation and testing operations commence for 3 separate
zones in the Cretaceous aged Austin Chalk formation.
Second well at Sugarloaf (Kennedy#1) commences drilling.

Rights Issue fully underwritten.
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Environmental regulation

The Consolidated Entity’s environmental obligations are regulated under US State and Federal laws. The
Company has a policy of exceeding or at least complying with its environmental performance obligations.

During the financial year, the Consolidated Entity did not materially breach any particular or significant

Commonwealth, State or Territory regulation in respect to environmental management.

Likely developments

Due to the nature of the Consolidated Entity’s business activities, the Directors are not able to state:
(@) likely developments in the entities’ operations; or
(b) the expected results of these operations,

as to do so would result in unreasonable prejudice to the Consolidated Entity.

Information on directors’ interests in securities of Aurora

Options

Balance at

start of the Granted as Other Balance at the Vested and

year compensation Exercised changes end of year exercisable

Jonathan Stewart 9,400,000 1,500,000 (1,500,000) - 9,400,000 7,900,000
Michael Blakiston 1,190,000 - - - 1,190,000 1,190,000
Graham Dowland 1,300,000 - - - 1,300,000 1,300,000
Gren Schoch 1,293,651 - - - 1,293,651 1,293,651

During the year 1,500,000 incentive options were granted to the Chairman of the Company Mr Jonathan
Stewart following approval by shareholders at a general meeting held on 9 February 2007.

Shares
Balance at start of Net Other Balance at the
the year Exercise of options changes end of year
Jonathan Stewart 7,560,000 1,500,000 9,434 9,069,434
Michael Blakiston 4,684,363 - - 4,684,363
Graham Dowland 800,000 - - 800,000
Gren Schoch 2,380,953 - - 2,380,953

No shares were issued or granted to directors

during the year (other than upon exercise of options).
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Meetings of Directors

The following table sets out the number of meetings of the Company's directors held during the year ended 30
June 2007, and the number of meetings attended by each director.

No. eligible to attend No. attended
Full board meetings
Jonathan Stewart 6 6
Michael Blakiston 6 4
Graham Dowland 6 6
Gren Schoch 6 3
Audit committee meetings
Jonathan Stewart 2 2
Michael Blakiston 2 2
Graham Dowland 2 2
Gren Schoch 2 2
Remuneration committee
meetings
Jonathan Stewart - -
Michael Blakiston 1 1
Graham Dowland 1 1
Gren Schoch 1 1

Share options

At the date of this report the following unlisted options have been granted over unissued capital:

2007 2006 Exercise Expiry
Number Number Price

Type 1 8,000,000 8,000,000 $ 0.20 22-Feb-10
Type 2 4,285,714 4,365,079 $ 025 28-Apr-10
Type 3 2,760,000 2,875,000 $ 0.20 28-Apr-10
Type 4 805,000 805,000 $ 0.20 28-Apr-10
Type 5 1,000,000 1,000,000 $ 0.30 28-Apr-10
Type 6 1,833,000 2,500,000 $ 0.30 28-Apr-10
Type 7 1,200,000 2,700,000 $ 0.20 22-Feb-08
Type 8 500,000 500,000 $ 051 30-Mar-11
Type 9 1,000,000 - $ 058 28-Dec-07
Type 10 3,000,000 - $ 0.70 31-Jan-09
Total 24,383,714 22,745,079

2,361,365 new fully paid ordinary shares were issued during the financial year on exercise of share options
(2006: 460,000).
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This remuneration report is set out under the following main headings:

Principles used to determine the nature and amount of remuneration
Details of remuneration

Service agreements

Share-based compensation

Additional information

mooOw>

The information provided under headings A-D includes remuneration disclosures that are required
under Accounting Standard AASB 124 - Related Party Disclosures. These disclosures have been
transferred from the financial report and have been audited. The disclosures in Section E are
additional disclosures required by the Corporations Act 2001 and the Corporations Regulations
2001 and are not subject to audit.

A. Principles used to determine the nature and amount of remuneration (audited)

At present the functions of the remuneration committee in relation to the remuneration of the
Company’s executives (including share and benefit plans) are carried out by the full board. No
directors are present at meetings of the board in this capacity when their own remuneration is
being considered. Issues of remuneration are considered annually or otherwise as required.

The objective of the remuneration committee is to ensure that pay and rewards are competitive
and appropriate for the results delivered. The charter adopted by the remuneration committee
aims to align rewards with achievement of strategic objectives. The remuneration framework
applied provides a mixture of fixed and variable pay and a blend of short and long term incentives
as appropriate. Where considered likely to be of benefit, advice may sought from independent
consultants to ensure that these objectives of the remuneration committee are being met.

Non-executive directors

The maximum aggregate amount of fees that can be paid to non-executive directors is subject to
approval by shareholders at General Meeting. The Company's policy is to remunerate non-
executive directors at market rates (for comparable companies) for time, commitment and
responsibilities. Fees for non-executive directors are not linked to the performance of the
Company, however to align directors’ interests with shareholders’ interests, directors are
encouraged to hold shares in the Company and may be granted options over shares in the
Company at the sole discretion of the board acting in its capacity as remuneration committee.

Retirement benefits and allowances
No retirement benefits or allowances are paid or payable to directors of the Company.

Other benefits
No motor vehicle, health insurance or other similar allowances are made available to directors.

Executives

Base pay
Executives are offered a competitive level of base pay which comprises the fixed (unrisked)
component of their pay and rewards. Base pay for senior executives is reviewed annually to
ensure market competitiveness. There are no guaranteed base pay increases included in any
senior executives’ contracts.
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A. Principles used to determine the nature and amount of remuneration (audited)

(continued)
Executives (continued)

b Short term incentives

Payment of short term incentives is dependent on the achievement of key performance milestones
as determined by the board in its function as the Company’s remuneration committee. For the
year ended 30 June 2006, these milestones required performance in relation to key strategic, non-
financial measures linked to drivers of performance in future reporting periods.

Short-term bonus payments may be adjusted up or down in line with under or over achievement
relative to target performance levels at the discretion of the remuneration committee. For the year
ended 30 June 2007, no short term incentives were paid or payable to Key Management
Personnel of the Company / Group.

Long term incentives

The remuneration committee may at its sole discretion (except where shareholder approval is
required by law) grant options over shares in the Company as a means of incentivising its
executives, other directors and key consultants to the Company. This is considered a valuable
means of aligning the interest of shareholders and the individuals to whom such long-term
incentives are provided. The number of options granted and their terms and conditions are
determined by the board on an ad-hoc basis in order to best match such awards with the actual
circumstances of the Company at a given point in time.

B. Details of remuneration (audited)

Amounts of remuneration

Details of the remuneration of the directors and Key Management Personnel (as defined in AASB
124 Related Party Disclosures) of Aurora Oil & Gas Limited and the Group are set out in the
following tables.

The Key Management Personnel of Aurora Oil & Gas Limited (and of the Group) includes the
directors (as named elsewhere in this report) and the Company Secretary, Mr Alex Neuling.
These individuals are also the highest paid executives of the Company and Group.
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B. Details of remuneration (audited) (continued)

Amounts paid or payable to Key Management Personnel of the Company / Group

Short-term benefits Post-employment benefits Share-based
payment
2007
Non-
Cash salary monetary Super- Retirement
and fees Cash bonus benefits annuation benefits Options Total

Name $ $ $ $ $ $ $
Non-executive directors
Graham Dowland 27,250 - - - - - 27,250
Michael Blakiston - - - 27,250 - - 27,250
Gren Schoch 30,000 - - - - - 30,000
Company secretary
Alex Neuling - - - - - - -
Sub-Total non-
executive directors 57,250 - - 27,250 - - 84,500
Executive directors
Jonathan Stewart

Current year 250,000 - - - - 61,079 311,079

Retroactive

adjustment * 75,000 - - - - - 75,000

Sub-total 350,000 61,079 386,079
Totals 382,250 - - 27,250 - 61,079 470,579

* Following a review of Mr Stewart’s remuneration by the board during the year, the consultancy fee payable per annum was adjusted from

$175,000 to $250,000 and the effect of this change was backdated to 1 July 2006.

Short-term benefits Post-employment benefits Share-based
payment
2006
Non-
Cash salary monetary Super- Retirement
and fees Cash bonus benefits annuation benefits Options Total
Name $ $ $ $ $ $ $
Non-executive directors
Graham Dowland 27,250 - - - - - 27,250
Michael Blakiston 18,750 - - 8,500 - - 27,250
Gren Schoch 30,000 - - - - - 30,000
Company secretary
Alex Neuling - - - - - 76,625 76,625
Sub-Total non-
executive
directors 76,000 - - 8,500 - 76,625 161,125
Executive directors
Jonathan Stewart 175,000 - - - - - 175,000
Totals 251,000 - - 8,500 - 76,625 336,125

10
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B. Details of remuneration (audited) (continued)

Amounts of remuneration (continued)

No remuneration was paid to directors or other Key Management Personnel of the Group by
member companies other than Aurora Oil & Gas Limited, accordingly remuneration paid to Key
Management Personnel of the Group is the same as that paid to Key Management Personnel of
the Company.

Cash bonuses are dependent on the satisfaction of performance conditions (as detailed under
Short Term Incentives above). Other elements of remuneration are not directly related to
performance.

C. Service agreements (audited)

Remuneration and other terms of agreement for the Executive Chairman are formalised in a
consultancy agreement with Epicure Capital Pty Ltd an associated company of Mr Stewart.
Remuneration and other terms of agreement with other nhamed executives are not formalised in
service agreements.

Material terms of the contract with Epicure Capital Pty Ltd are as follows:
e Term of agreement — indefinite

e Consultancy fee inclusive of superannuation and taxes, but excluding GST of $250,000
per annum, to be reviewed annually by the board.

o Following a review by the Board during the year, the consultancy fee payable per annum
was adjusted from $175,000 to $250,000 and the effect of this change was backdated to 1
July 2006.

e Payment of a termination benefit on early termination by the Company, other than for
gross misconduct, equal to three months consultancy fees

D. Share-based compensation (audited)

1,500,000 options were granted to Mr Jonathan Stewart, director of the Company in the year
ended 30 June 2007.

The terms and conditions of each grant of options affecting remuneration in the previous, this or
future reporting periods are as follows:

Granted in current financial year

Exercise . Value per .
Grant Date Number Price Expiry Date option at Vesting Date
grant date

Director
Jonathan Stewart 13-Feb-2007 1,500,000 $0.70 31-Jan-2009 $0.1077 13-Feb-2008
Other
Executives
None

11
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D. Share-based compensation (audited) (continued)
Granted in previous financial year
. . Value per
Grant Date Number Exelfmse Expiry option at Vesting Date
Price Date
grant date
Directors
None
Other
Executives
Mr Alex Neuling 30-Mar-06 100,000 $0.51 30-Mar-11 $0.30 Grant date
30-Mar-06 150,000 $0.51 30-Mar-11 $0.30 Anniversary of
grant date

Fair Value of Options

The fair value of each option is estimated on the date of grant using the Black-Scholes Option
Valuation Model with the following assumptions:

2007 2006
Dividend yield - -
Expected volatility 65% 65%
Historical volatility 65% 65%
Risk-free interest rate 5.9% 6.0%
Expected life of option 2 years 5 years

Options granted carry no dividend or voting rights. Upon exercise, each option is convertible into
one fully paid ordinary share to rank pari passu with fully paid ordinary shares then on issue.

1,500,000 options provided as remuneration to directors or Key Management Personnel as
remuneration were exercised during the year (2006: none).

E. Additional Information (unaudited)

As detailed under headings A & B, remuneration of executives consists of an unrisked element
(base pay) and cash bonuses based on performance in relation to key strategic, non-financial
measures linked to drivers of performance in future reporting periods. As such, remuneration is
not linked to the financial performance of the Company in the current or previous reporting periods.

No cash bonuses were forfeited during the year by directors or Key Management Personnel or
remained unvested at year-end.

12
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E. Additional Information (unaudited) (continued)

Additional information required by s300A (1) of the Corporations Act 2001 in relation to share-
based compensation is set out below.

A B C D
Remuneration Value at
consisting of Value at exercise Value at
options grant date date lapse date
% $ $ $
Directors
Jonathan Stewart 16% 61,079 457,500 -
Michael Blakiston 0% - - -
Graham Dowland 0% - - -
Gren Schoch 0% - - -
Company Secretary
Alex Neuling 0% - - -
A= The percentage of the value of remuneration consisting of options, based on the value at
grant date set out in column B
B= The value at grant date calculated in accordance with AASB2 Share-based Payment of
options granted / cancelled during the year as part of remuneration
C= The value at exercise date of options that were granted as part of remuneration and were
exercised during the year
D= The value at lapse date of options that were granted as part of remuneration and were

exercised during the year

13
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Auditor’s Independence Declaration

The auditor’s independence declaration as required under section 307C of the Corporations Act
2001 is included on page 15 of the financial report.

Non-Audit Services

No non-audit services were provided to the group by the auditor during the year (or by another
person or firm on the auditor’s behalf) and accordingly the directors are satisfied that the provision
of non-audit services, during the year, by the auditor is compatible with the general standard of
independence for auditors imposed by the Corporations Act 2001.

Rounding off of amounts

The Company is of the kind referred to in ASIC class Order 98/0100, dated 10 July 1998 and in
accordance with that Class Order amounts in the Directors’ Report and the Financial Report are
rounded off to the nearest thousand dollars, unless otherwise indicated.

Insurance of Officers and Auditors

Since the end of the year, the Company has paid a premium in respect of a contract insuring the
directors of the Company (as named above) and the Company Secretary Mr Alexander Neuling
against liabilities incurred as such a director, secretary or executive officer to the extent permitted
by the Corporations Act 2001. The contract of insurance prohibits disclosure of the nature of the
liability and the amount of the premium. The Company has not otherwise, during or since the
financial year, indemnified or agreed to indemnify an officer or auditor of the Company or of any
related body corporate against a liability incurred as such an officer or auditor

This report is made in accordance with a resolution of the directors.

T
Vi
/4
JONATHAN STEWART

Executive Chairman
Sydney, New South Wales

28 September 2007
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ABN 79 112 284 787

28th September 2007

The Directors

Aurora Oil & Gas Limited
Level 20, Allendale Square
77 St Georges Terrace
Perth WA 6000 Australia

Dear Sirs

DECLARATION OF INDEPENDENCE BY BDO KENDALLS TO THE DIRECTORS OF
AURORA OIL & GAS LIMITED

As lead auditor of Aurora Oil & Gas Limited for the year ended 30 June 2007, | declare
that, to the best of my knowledge and belief, there have been no contraventions of:

» the auditor independence requirements of the Corporations Act 2001 in relation to
the audit; and

» any applicable code of professional conduct in relation to the audit.

This declaration is in respect of Aurora Oil & Gas Limited and the entities it controlled
during the period.

Yours faithfully
BDO Kendalls Audit & Assurance (WA) Pty Ltd

1500 Kewolalls

77

Peter Toll
Director

BDO Kendalls is a national association of
separate partnerships and entities.
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ABN 79 112 284 787
INDEPENDENT AUDITOR’S REPORT

To the members of Aurora Oil & Gas Limited

Report on the Financial Report and AASB 124 Remuner  ation Disclosures Contained in the
Directors’ Report

We have audited the accompanying financial report of Aurora Oil & Gas Limited, which comprises
the balance sheet as at 30 June 2007, and the income statement, statement of changes in equity
and cash flow statement for the year ended on that date, a summary of significant accounting
policies, other explanatory notes and the directors’ declaration of the consolidated entity
comprising the company and the entities it controlled at the year’'s end or from time to time during
the financial year.

We have also audited the remuneration disclosures contained in the directors’ report. As
permitted by the Corporations Regulations 2001, the consolidated entity has disclosed
information about the remuneration of directors and executives (“remuneration disclosures”),
required by Accounting Standard AASB 124 Related Party Disclosures, under the heading
“Remuneration Report”.

Directors’ Responsibility for the Financial Report and the AASB 124 Remuneration Disclosures
Contained in the Directors’ Report

The directors of the company are responsible for the preparation and fair presentation of the
financial report in accordance with Australian Accounting Standards (including the Australian
Accounting Interpretations) and the Corporations Act 2001. This responsibility includes
establishing and maintaining internal control relevant to the preparation and fair presentation of
the financial report that is free from material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies; and making accounting estimates that are
reasonable in the circumstances.

The directors of the company are also responsible for the remuneration disclosures contained in
the directors’ report.

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial report and the remuneration disclosures contained in the directors’
report. The procedures selected depend on the auditor’s judgement, including the assessment of
the risks of material misstatement of the financial report and the remuneration disclosures
contained in the directors’ report, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial report and the remuneration disclosures contained in the directors’

BDO Kendalls is a national association of
separate partnerships and entities.
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report in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit
also includes evaluating the appropriateness of accounting policies used and the reasonableness
of accounting estimates made by the directors, as well as evaluating the overall presentation of
the financial report and the remuneration disclosures contained in the directors’ report.

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

Independence

In conducting our audit, we have complied with the independence requirements of the
Corporations Act 2001. We confirm that the independence declaration required by the
Corporations Act 2001, provided to the directors of Aurora Oil & Gas Limited on 28th September
2007, would be in the same terms if provided to the directors as at the date of this auditor's
report.

Auditor’s Opinion on the Financial Report

In our opinion the financial report of Aurora Oil & Gas Limited is in accordance with the
Corporations Act 2001, including:

(@) giving a true and fair view of the company’s and consolidated entity’s financial position as
at 30 June 2007 and of their performance for the year ended on that date; and

(b) complying with Australian Accounting Standards (including the Australian Accounting
Interpretations) and the Corporations Regulations 2001.

Auditor’s Opinion on the AASB 124 Remuneration Disclosures Contained in the Directors’ Report.
In our opinion the remuneration disclosures that are contained in the directors’ report comply with

Accounting Standard AASB 124.

BDO Kendalls Audit & Assurance (WA) Pty Ltd

500 Kevelalls

77

Peter Toll
Director

Subiaco, 28th September 2007



AUro oil & gos

limited
ABN 90 008 787 988

Income Statement
For the financial year ended 30 June 2007

Consolidated Parent entity
Note 2007 2006 2007 2006
$'000 $'000 $'000 $'000
Revenue from continuing operations (5) 1,246 1,937 956 868
Other income (6) 6,832 158 6,831 -
Total income 8,078 2,095 7,787 868
Production and operating expenses (541) (460) - -
Administrative expenses (1,665) (969) (1,581) (900)
Depreciation and amortisation expense (1,942) (1,469) 1) 2)
Employee benefits 27) 27) 27) 27)
Consultancy fees (103) (230) (103) (222)
Exploration and evaluation costs written
off (3,075) (250) (3,067) (233)
Finance costs (2,227) (50) (490) -
Foreign exchange loss (690) - - -
Share of loss of equity-accounted
associate (116) - - -
Impairment writedown of investment in
controlled entities - - (5,735) -
Loss from continuing operations
before income tax expense (@) (1,308) (1,360) (3,217) (516)
Income tax (expense) 8) (842) - - -
Net loss attributable to members of
Company (2,150) (1,360) (3,217) (516)
Earnings / (loss) per share
Basic loss per share (cents per share) (23) (1.5) 1.3)
Diluted loss per share (cents per share) (23) (1.5) 1.3)

The above income statement should be read in conjunction with the accompanying notes.
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AUro oil & gos

Current assets
Cash and cash equivalents
Trade and other receivables
Total current assets

Non-current assets

Investments accounted for using the equity

method
Other financial assets

Property, plant and equipment

Oil and gas properties
Total non-current assets

Total assets
Current liabilities

Trade and other payables
Total current liabilities
Non-current liabilities

Provisions

Deferred income tax liability
Total Non current liabilities
Total liabilities

Net assets

Equity
Contributed equity

Share-based payment reserve
Associated entity equity variation reserve

Accumulated losses

Total equity

ABN 90 008 787 988

Balance Sheet
As at 30 June 2007

Note

)
(10)

(11)
(12)
(14)
(15)

(16)

an
(®)

(18)
(19)
(19)
(19)

limited

Consolidated

Parent entity

2007 2006 2007 2006
$000 $000 $000 $000
4,550 8,248 4,073 8,073
221 440 22 113
4,771 8,688 4,095 8,186
6,958 - - -
- - 35,643 18,441
1 2 1 2
29,850 17,960 - -
36,809 17,962 35,644 18,443
41,580 26,650 39,739 26,629
428 456 252 236
428 456 252 236
933 933 - -
732 - - -
1,665 933 - -
2,093 1,389 252 236
39,487 25,261 39,487 26,393
43,119 38,590 43,119 38,590
2,700 2,431 2,700 2,431
65 - - -
(6,397) (15,760) (6,332) (14,628)
39,487 25,261 39,487 26,393

The above balance sheet should be read in conjunction with the accompanying notes.
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AUro oil & gos

limited
ABN 90 008 787 988

Cash flow statement

For the financial year ended 30 June 2007

Cash flows from operating
activities
Receipts from oil & gas sales

Payments to suppliers and
employees

Net cash outflow from operating
activities

Cash flows from investing
activities

Payments for capitalised oil & gas

assets
Advances to controlled entities
Interest received

Payments for options in
associated entity equity

Net cash inflow (outflow) from
investing activities

Cash flows from financing
activities
Proceeds from issues of shares
Share issue costs
Borrowing costs

Net cash inflow from financing
activities

Net increase (decrease) in cash
and cash equivalents

Cash and cash equivalents at the

beginning of the financial year

Cash and cash equivalents at the
end of the financial year

Note

(22)

Consolidated

Parent entity

2007 2006 2007 2006
$000 $'000 $'000 $'000
1,036 1,514 - -
(2,523) (1,542) (1,664) (1,036)
(1,487) (28) (1,664) (1,036)
(17,418) (12,456) - -
- - (18,100) (11,497)
330 218 327 244
- - (140) -
(17,088) (12,238) (17,913) (11,253)
16,798 18,461 16,798 18,461
(866) (1,024) (866) (1,024)
(1,055) - (355) -
14,877 17,437 15,577 17,437
(3,698) 5,171 (4,000) 5,148
8,248 3,077 8,073 2,925
4,550 8,248 4,073 8,073

The above cash flow statement should be read in conjunction with the accompanying notes.
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AUro oil & gos

Share capital

At the beginning of the year
Shares issued
Cost of issue
Cancellation of losses

At the end of the year

Share-based payment reserve

At the beginning of the year
Options granted
At the end of the year

ABN 90 008 787 988

limited

Statement of changes in equity
For the financial year ended 30 June 2007

Note

18)

(19)

Associated entity equity variation

reserve

At the beginning of the year
Recognised during the year
upon dilution of interest in
associate

At the end of the year

Accumulated losses
At the beginning of the year

Cancellation of losses
Loss for the year
Total expense for the year

At the end of the year
Total equity

At the beginning of the year
At the end of the year

(19)

(18)

(19)

Consolidated

Parent entity

2007 2006 2007 2006
$000 $000 $000 $'000
38,590 21,153 38,590 21,153
16,798 18,461 16,798 18,461
(756) (1,024) (756) (1,024)
(11,513) - (11,513) -
43,119 38,590 43,119 38,590
2,431 2,028 2,431 2,028
269 403 269 403
2,700 2,431 2,700 2,431
65 - - -
65 - - -
(15,760) (14,400) (14,628) (14,112)
11,513 - 11,513 -
(2,150) (1,360) (3,217) (516)
9,363 (1,360) 8,296 (516)
(6,397) (15,760) (6,332) (14,628)
25,261 8,781 26,393 9,069
39,487 25,261 39,487 26,393

The above statement of changes in equity should be read in conjunction with the accompanying notes.
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AU oil & gos

limitred

Notes to the financial statements

1. Summary of significant accounting policies

The principal accounting policies adopted in the preparation of the financial report are set out below. These policies
have been applied consistently to all the years presented, unless otherwise stated. The financial report includes
separate financial statements for Aurora Oil & Gas Limited as an individual entity (Company) and the consolidated
entity comprised by Aurora Oil & Gas Limited and its subsidiaries (Group or Consolidated Entity).

Basis of preparation

This general purpose financial report has been prepared in accordance with Australian equivalents to International
Financial Reporting Standards (“AIFRS”), other authoritative pronouncements of the Australian Accounting Standards
Board, Urgent Issues Group Interpretations and the Corporations Act 2001.

Compliance with International Financial Reporting Standards

Australian Accounting Standards include AIFRSs, Compliance with AIFRSs ensures that the consolidated financial
statements and notes thereto prepared by the Consolidated Entity comply with International Financial Reporting
Standards (IFRSs). The parent entity financial statements and notes thereto also comply with IFRSs except that it
has elected to apply the relief provided to parent entities in respect of certain disclosure requirements contained in
AASB 132 financial Instruments: Presentation and Disclosure.

Historical cost convention

These financial statements have been prepared under the historical cost convention, as modified by the revaluation of
available-for-sale financial assets, financial assets and liabilities (including derivative instruments) at fair value through
profit or loss, certain class of property, plant and equipment and investment property.

Critical accounting estimates

The preparation of financial statements in conformity with AIFRS requires the use of certain critical accounting
estimates. It also requires management to exercise its judgment in the process of applying the Group’s accounting
policies. The areas involving a higher degree of judgment or complexity, or areas where assumptions and estimates
are significant to the financial statements , are disclosed in note 3.

(@) Borrowing costs

Borrowing costs are expensed in the period in which they are incurred, except to the extent which they are
directly attributable to the acquisition, construction or production of an asset when it is probable that they will
result in future economic benefits to the entity and the costs can be measured reliably.

(b) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand, cash in banks and investments in money market
instruments, net of outstanding bank overdrafts. Bank overdrafts are shown within borrowings in current
liabilities in the balance sheet.

(c) Employee benefits

Provision is made for benefits accruing to employees in respect of wages and salaries, annual leave, long
service leave and sick leave when it is probable that settlement will be required and these benefits can be
measured reliably.

Provisions made in respect of employee benefits expected to be settled within 12 months are measured at their
nominal values using the remuneration rate expected to apply at the time of settlement.

Provisions made in respect of employee benefits which are not expected to be settled within 12 months are
measured as the present value of the estimated future cash outflows to be made by the consolidated entity in
respect of services provided by employees up to reporting date.

Defined contribution superannuation plans
Contributions to defined contribution superannuation plans are expensed when incurred.
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AU oil & gos

limitred

Notes to the financial statements

1. Summary of significant accounting policies (continued)

(d)

(e)

®

(@)

Financial assets

Investments are recognised and derecognised on trade date where purchase or sale of an investment is under
a contract whose terms require delivery of the investment within the timeframe established by the market
concerned, and are initially measured at fair value, net of transaction costs.

Subsequent to initial recognition, investments in associates are accounted for under the equity method in the
consolidated financial statements. Other financial assets are classified into the following specified categories:
financial assets ‘at fair value through profit or loss’, ‘held-to-maturity’ investments, ‘available for- sale’ financial
assets, and ‘loans and receivables’. The classification depends on the nature and purpose of the financial
assets and is determined at the time of initial recognition.

Held-to-maturity investments

Bills of exchange and debentures are recorded at amortised cost using the effective interest method less
impairment, with revenue recognised on an effective yield basis. The effective interest method is a method of
calculating the amortised cost of a financial asset and of allocating interest income over the relevant period. The
effective interest rate is the rate that exactly discounts estimated future cash receipts through the expected life
of the financial asset, or, where appropriate, a shorter period.

Loans and receivables
Trade receivables, loans, and other receivables are recorded at amortised cost less impairment.

Financial instruments issued by the company

Debt and equity instruments

Debt and equity instruments are classified as either liabilities or as equity in accordance with the substance of
the contractual arrangement.

Transaction costs on the issue of equity instruments

Transaction costs arising on the issue of equity instruments are recognised directly in equity as a reduction of
the proceeds of the equity instruments to which the costs relate. Transaction costs are the costs that are
incurred directly in connection with the issue of those equity instruments and which would not have been
incurred had those instruments not been issued.

Segment Reporting

A business segment is identified for a group of assets and operations engaged in providing products or
services that are subject to risks and returns that are different to those of other business segments.

A geographical segment is identified when products or services are provided within a particular economic
environment subject to risks and returns that are different from those of segments operating in other economic
environments.

Foreign currency translation

Foreign currency transactions

All foreign currency transactions during the financial year are brought to account using the exchange rate in
effect at the date of the transaction.

Foreign currency monetary items at reporting date are translated at the exchange rate existing at reporting date.
Exchange differences are recognised in profit or loss in the period in which they arise.

The functional currency of Aurora Oil & Gas Limited and all of its subsidiary entities is Australian dollars.
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AU oil & gos

limitred

Notes to the financial statements

1. Summary of significant accounting policies (continued)

(h)

0]

)

Good and services tax

Revenues, expenses and assets are recognised net of the amount of goods and services tax (GST),
except:
i where the amount of GST incurred is not recoverable from the taxation authority, it is
recognised as part of the cost of acquisition of an asset or as part of an item of expense; or
ii. for receivables and payables which are recognised inclusive of GST.

The net amount of GST recoverable from, or payable to, the taxation authority is included as part of receivables
or payables. Cash flows are included in the cash flow statement on a gross basis. The GST component of cash
flows arising from investing and financing activities which is recoverable from, or payable to, the taxation
authority is classified as operating cash flows

Impairment of assets

At each reporting date, the consolidated entity reviews the carrying amounts of its tangible and intangible assets
to determine whether there is any indication that those assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the
impairment loss (if any). Where the asset does not generate cash flows that are independent from other assets,
the consolidated entity estimates the recoverable amount of the cash-generating unit to which the asset
belongs.

Intangible assets with indefinite useful lives or not yet available for use are tested for impairment annually and
whenever there is an indication that the asset may be impaired.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and the risks specific to the asset for which the
estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount,
the carrying amount of the asset (cash-generating unit) is reduced to its recoverable amount. An impairment
loss is recognised in profit or loss immediately. Where an impairment loss subsequently reverses, the carrying
amount of the asset (cash-generating unit) is increased to the revised estimate of its recoverable amount, but
only to the extent that the increased carrying amount does not exceed the carrying amount that would have
been determined had no impairment loss been recognised for the asset (cash-generating unit) in prior years. A
reversal of an impairment loss is recognised in the income statement immediately.

Income tax

Current tax

Current tax is calculated by reference to the amount of income taxes payable or recoverable in respect of the
taxable profit or tax loss for the period. It is calculated using tax rates and tax laws that have been enacted or
substantively enacted by reporting date. Current tax for current and prior periods is recognised as a liability (or
asset) to the extent that it is unpaid (or refundable).

Deferred tax

Deferred tax is accounted for using the comprehensive balance sheet liability method in respect of temporary
differences arising from differences between the carrying amount of assets and liabilities in the financial
statements and the corresponding tax base of those items.

In principle, deferred tax liabilities are recognised for all taxable temporary differences. Deferred tax assets are
recognised to the extent that it is probable that sufficient taxable amounts will be available against which
deductible temporary differences or unused tax losses and tax offsets can be utilised. However, deferred tax
assets and liabilities are not recognised if the temporary differences giving rise to them arise from the initial
recognition of assets and liabilities (other than as a result of a business combination) which affects neither
taxable income nor accounting profit. Furthermore, a deferred tax liability is not recognised in relation to taxable
temporary differences arising from goodwill.
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AU oil & gos

limitred

Notes to the financial statements

1. Summary of significant accounting policies (continued)

)

(k)

Income tax (continued)

Deferred tax liabilities are recognised for taxable temporary differences arising on investments in subsidiaries,
branches, associates and joint ventures except where the consolidated entity is able to control the reversal of
the temporary differences and it is probable that the temporary differences will not reverse in the foreseeable
future. Deferred tax assets arising from deductible temporary differences associated with these investments
and interests are only recognised to the extent that it is probable that there will be sufficient taxable profits
against which to utilise the benefits of the temporary differences and they are expected to reverse in the
foreseeable future.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period(s)
when the asset and liability giving rise to them are realised or settled, based on tax rates (and tax laws) that
have been enacted or substantively enacted by reporting date. The measurement of deferred tax liabilities and
assets reflects the tax consequences that would follow from the manner in which the Consolidated Entity
expects, at the reporting date, to recover or settle the carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are offset when they relate to income taxes levied by the same taxation
authority and the Company/Consolidated Entity intends to settle its current tax assets and liabilities on a net
basis.

Current and deferred tax for the period

Current and deferred tax is recognised as an expense or income in the income statement, except when it
relates to items credited or debited directly to equity, in which case the deferred tax is also recognised directly
in equity, or where it arises from the initial accounting for a business combination, in which case it is taken into
account in the determination of goodwill or excess.

Joint ventures
Jointly controlled assets and operations

Interests in jointly controlled assets and operations are reported in the financial statements by including the

Consolidated Entity’s share of assets employed in the joint ventures, the share of liabilities incurred in relation to
the joint ventures and the share of any expenses incurred in relation to the joint ventures in their respective
classification categories.

U]

Non-operator interests in Oil & Gas Properties
Exploration & evaluation expenditure

Aurora’s accounting policy for the cost of exploring and of evaluating discoveries is based on the “successful
efforts” approach of the US Generally Accepted Accounting Principles or US GAAP.

This approach is strongly linked to the Company’s oil and gas reserves determination and reporting process
and is considered to most fairly reflect the results of the Company’s exploration and evaluation activity
because only assets with demonstrable value are carried on the balance sheet.

Once a decision has been made to develop an oil or gas prospect, accumulated exploration and evaluation
costs for that prospect are transferred from “undeveloped” (Oil & Gas Properties - Exploration and Evaluation)
to “under development” (Oil & Gas Properties — Development Projects). Once production commences, costs
are transferred to Oil & Gas Properties — Producing Projects and amortisation commences.

This method allows the costs of discovery, evaluation and development of a prospect to be aggregated on the
balance sheet and matched against the benefits derived from production once this commences.
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AU oil & gos

limitred

Notes to the financial statements

1. Summary of significant accounting policies (continued)

U]

Non-operator interests in Oil & Gas Properties (continued)
Costs

Exploration and evaluation expenditure is accounted for in accordance with the area of interest method.
Exploration licence acquisition costs relating to greenfields oil and gas exploration provinces are expensed as
incurred while these costs incurred in relation to established or recognised oil and gas exploration provinces
are initially capitalised and then amortised over the shorter term of the licence or the expected life of the
project.

All other exploration and evaluation costs, including general permit activity, geological and geophysical costs
and new venture activity costs are charged as expenses as incurred except where:

e The expenditure related to an exploration discovery that, at balance date, has not been recognised
as an area of interest as assessment of the existence or otherwise of economically recoverable
reserves is not yet complete; or

e An area of interest is recognised, and it is expected that the expenditure will be recouped through
successful exploitation of the area of interest, or alternatively, by its sale.

Each potential or recognised area of interest is reviewed at least bi-annually to determine whether economic
quantities of reserves have been found or whether further exploration and evaluation work is underway or
planned to support the continued carry forward of capitalised costs.

The costs of drilling exploration wells are initially capitalised pending the results of the well. Costs are
expensed where the well does not result in the successful discovery of economically recoverable
hydrocarbons and the recognition of an area of interest. Areas of interest are recognised at the field level.

Subsequent to the recognition of an area of interest, all further costs relating to the area of interest are
capitalised.

To the extent it is considered that the relevant expenditure will not be recovered, it is written off.

Transfer to Development Projects

Upon a decision being made to commercially develop an area of interest, accumulated expenditure for the

area of interest is transferred to Oil & Gas Properties as Transferred Exploration and Evaluation —
Development Projects.

Producing Projects

Exploration, evaluation and development costs are initially capitalised against Exploration & Evaluation and /
or Development Projects and are transferred to Producing Projects upon commencement of commercial
operations. Operating costs of projects in commercial production are expensed as incurred.

Prepaid drilling and completion costs

Where the Company has a non-operator interest in an oil or gas property, it may periodically be required to
make a cash contribution for its share of the operator’s drilling and / or completion costs, in advance of these
operations taking place.

Where these contributions relate to a prepayment for exploratory or early stage drilling activity, prior to a
decision on the commerciality of a well having been made, the costs are capitalised as prepaid drilling costs
within Exploration and Evaluation Projects.

Where these contributions relate to a prepayment for well completion, these costs are capitalised as prepaid
completion costs within Exploration and Evaluation or Development Projects depending on whether a
decision has already been made as to the commercial viability of the well.

As the operator notifies the Company as to how funds have been expended, the costs are reclassified from
prepaid costs to Oil & Gas Properties - Interests in Land & Buildings, Plant & Equipment or Intangible costs
as appropriate.

Once a decision has been made to proceed with completion of a well, all costs are transferred to
Development Projects, including any prepaid amounts.
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limitred

Notes to the financial statements

1. Summary of significant accounting policies (continued)

V)

(m)

(n)

Non-operator interests in Oil & Gas Properties (continued)

Amortisation of producing projects

Aurora uses the “units of production” (UOP) approach when depreciating and amortising field-specific
assets. Amortisation of Producing Projects for the year to 30 June 2007 is calculated based on proven,
reserves.

Transferred Development, Exploration and Evaluation costs are amortised on the relevant UOP basis for
each area of interest. The reserves used in these calculations are updated at least annually. The rates are
reviewed periodically to reflect technical and economic developments.

Future restoration costs

Aurora’s aim is to avoid or minimise environmental impact resulting from its operations where possible.
Work scope and cost estimates for restoration are reviewed annually and updated at least every three years.

Provision is made in the Statement of Financial Position for restoration of operating locations. The estimated
costs are capitalised as part of the cost of the related project where recognition occurs upon acquisition of an
interest in the operating locations. The costs are then recognised as an expense on a Units of Production
(UOP) basis over time as the assets are amortised.

The costs are based on the latest estimated future costs, determined on a discounted basis, which are re-
assessed regularly and exclude any allowance for potential changes in technology or material changes in
legislative requirements.

The Group accounts for changes in cost estimates on a prospective basis.

Trade and other payables

Trade payables and other accounts payable are recognised when the Consolidated Entity becomes obliged
to make future payments resulting from the purchase of goods and services.

Principles of consolidation

The consolidated financial statements are prepared by combining the financial statements of all the entities
that comprise the Consolidated Entity, being the Company (the Parent Entity) and its controlled entities as
defined in Accounting Standard AASB 127 “Consolidated and Separate Financial Statements”. Consistent
accounting policies are employed in the preparation and presentation of the consolidated financial
statements.

On acquisition, the assets, liabilities and contingent liabilities of a subsidiary are measured at their fair values
at the date of acquisition. Any excess of the cost of acquisition over the fair values of the identifiable net
assets acquired is recognised as goodwill. If, after reassessment, the fair values of the identifiable net assets
acquired exceeds the cost of acquisition, the deficiency is credited to profit and loss in the period of
acquisition.

The interest of minority shareholders is stated at the minority’s proportion of the fair values of the assets and
liabilities recognised.

The consolidated financial statements include the information and results of each controlled entity from the
date on which the company obtains control and until such time as the company ceases to control such entity.

In preparing the consolidated financial statements, all intercompany balances and transactions, and
unrealised profits arising within the Consolidated Entity are eliminated in full.
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limitred

Notes to the financial statements

1. Summary of significant accounting policies (continued)

(0)

)

(@)

Property, plant and equipment (other than Oil & Gas Properties)

Plant and equipment and fixtures & fittings are stated at cost less accumulated depreciation and impairment.
Cost includes expenditure that is directly attributable to the acquisition of the item. In the event that
settlement of all or part of the purchase consideration is deferred, cost is determined by discounting the
amounts payable in the future to their present value as at the date of acquisition.

Depreciation is provided on property, plant and equipment, including freehold buildings but excluding land.
Depreciation is calculated on a straight line basis so as to write off the net cost or other revalued amount of
each asset over its expected useful life to its estimated residual value. Leasehold improvements are
depreciated over the period of the lease or estimated useful life, whichever is the shorter, using the straight
line method.

The estimated useful lives, residual values and depreciation method is reviewed at the end of each annual
reporting period.

The following estimated useful lives are used in the calculation of depreciation:

Fixtures and fittings 5 years
Plant and equipment 5-15 years
Provisions

Provisions are recognised when the Consolidated Entity has a present obligation, the future sacrifice of
economic benefits is probable, and the amount of the provision can be measured reliably.

When some or all of the economic benefits required to settle a provision are expected to be recovered from
a third party, the receivable is recognised as an asset if it is probable that recovery will be received and the
amount of the receivable can be measured reliably.

The amount recognised as a provision is the best estimate of the consideration required to settle the present
obligation at reporting date, taking into account the risks and uncertainties surrounding the obligation.
Where a provision is measured using the cashflows estimated to settle the present obligation, its carrying
amount is the present value of those cashflows.

When some or all of the economic benefits required to settle a provision are expected to be recovered from
a third party, the receivable is recognised as an asset if it is virtually certain that recovery will be received
and the amount of the receivable can be measured reliably.

An onerous contract is considered to exist where the Consolidated Entity has a contract under which the
unavoidable cost of meeting the contractual obligations exceed the economic benefits estimated to be
received. Present obligations arising under onerous contracts are recognised as a provision to the extent
that the present obligation exceeds the economic benefits estimated to be received.

Contributed equity

Ordinary shares are classified as equity. Mandatorily redeemable preference shares are classified as
liabilities.

Incremental costs directly attributable to the issue of new shares or options are shown in equity as a
deduction, net of tax, from the proceeds. Incremental costs directly attributable to the issue of new shares or

options for the acquisition of a business are not included in the cost of the acquisition as part of the purchase
consideration.

If the Company reacquires its own equity instruments, eg as the result of a share buy-back, those
instruments are deducted from equity and the associated shares are cancelled. No gain or loss is
recognised in the profit or loss and the consideration paid including any directly attributable incremental
costs (net of income taxes) is recognise directly in equity.
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Notes to the financial statements

1. Summary of significant accounting policies (continued)

()

(s)

®)

()

(v)

Earnings per share

(i) Basic earnings per share

Basic earnings per share is calculated by dividing the profit attributable to equity holders of the company,
excluding any costs of servicing equity other than ordinary shares, by the weighted average number of
ordinary shares outstanding during the financial year, adjusted for bonus elements in ordinary shares issued
during the year.

(ii) Diluted earnings per share

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

Revenue recognition

Sale of goods

Revenue from the sale of goods and disposal of other assets is recognised when the Consolidated Entity
has transferred to the buyer the significant risks and rewards of ownership of the goods.

Dividend and interest revenue

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

Share-based payments

Equity-settled share-based payments granted after 7 November 2002 that were unvested as of 1 January
2005, are measured at fair value at the date of grant. Fair value is measured by use of the Black-Scholes
model. The expected life used in the model has been adjusted, based on management’s best estimate, for
the effects of non-transferability, exercise restrictions, and behavioural considerations.

The fair value determined at the grant date of the equity-settled share-based payments is expensed on a
straight-line basis over the vesting period, based on the Consolidated Entity’s estimate of shares that will
eventually vest.

Rounding of amounts

The Company is of a kind referred to in Class order 98/0100, issued by the Australian Securities and
Investments Commission, relating to the “rounding off” of amounts in the financial report. Amounts in the
financial report have been rounded off in accordance with the Class Order to the nearest thousand dollars,
or in certain cases, the nearest dollar.

New accounting standards and interpretations

Certain new accounting standards and interpretations have been published that are not mandatory for 30
June 2007 reporting periods. The Group’s and the Parent Entity’'s assessment of the impact of these new
standards and interpretations is set out below.

(i)  AASB 7 Financial Instruments: Disclosures and AASB 2005-10 Amendments to Australian Accounting
Standards [AASB 132, AASB 101, AASB 114, AASB 117, AASB 133, AASB 139, AASB 1, AASB 4 and
AASB 1023 & AASB 1038]

AASB7 and AASB 2005-10 are applicable to annual reporting periods beginning on or after 1 January 2007.
The Group has not adopt the standards early. Application of the standards will not affect any of the amounts
recognised in the financial statements, but will impact the type of information disclosed in relation to the
Group’s and the Parent Entity’s financial instruments.

(i)  AASB-I 10 Interim Financial Reporting and Impairment

AASB-I 10 is applicable to reporting periods commencing on or after 1 November 2006. The Group has not
recognised an impairment loss in relation to goodwill, investments in equity instruments or financial assets
carried at cost in an interim reporting period but subsequently reversed the impairment loss in the annual
report. Application of the interpretation will therefore have no impact on the Group’s or the Parent Entity's
financial statements.
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(i)  AASB 2007-4 (issued April 2007) - Amendments to Australian Accounting Standards arising from ED
151 and Other Amendments [AASB 1, 2, 3, 4, 5, 6, 7, 102, 107, 108, 110, 112, 114, 116, 117, 118, 119, 120,
121,127, 128, 129, 130, 131, 132, 133, 134, 136, 137, 138, 139, 141, 1023 & 1038]

Applicable to periods commencing on or after 1 July 2007.

This exposure draft inserts accounting treatment options that currently exist under IFRSs back into AIFRSs
and removes Australian-specific disclosures that were originally added into AIFRSs on first-time adoption
from 1 January 2005. Most changes relate to certain Australian-specific disclosures not being required. The
entity does not intend to adopt any reinstated options for accounting treatment when the standard is
adopted. As such. There will be no future financial impacts on the financial statements. There will be no
impact in relation to the discount rate used to measure employee benefit obligations as the entity considers
that there is no deep market in corporate bonds in Australia and will continue to use the relevant national
government bond rates.

(iv) AASB Interpretation 12 (issued February 2007) — Service Concession Arrangements (recognition &
measurement)
Applicable to periods commencing on or after 1 January 2008.

This is guidance for accounting by operators for public-to-private service concession arrangements. This will have no
impact on the group as it is not engaged in any public-private service arrangements.

(v) AASB Interpretation 13 — Customer Loyalty Programmes
Applicable to periods commencing on or after 1 July 2008.
There will be no impact as the group does not have a customer loyalty programme

(vi) AASB 123 (revised June 2007) — Borrowing Costs
Applicable to periods commencing on or after 1 January 2009.

The transitional provisions of this standard only require capitalisation of borrowing costs on qualifying assets
where commencement date for capitalisation is on or after 1 January 2009. As such, there will be no impact
on prior period financial statements when this standard is adopted.

(vii) AASB 7 (issued August 2005) — Financial Instruments :Disclosures
Applicable to periods commencing on or after 1 January 2007.

Replaces the disclosure requirements relating to financial instruments currently included in AASB 132:
Disclosure and Presentation (and AASB 130: Disclosures in the Financial Statements of Banks and Similar
Financial Institutions).

As this is a disclosure standard only, there will be no impact on amounts recognised in the financial
statements.

(viii) AASB 101 — (revised October 2006) — Presentation of Financial Statements
Applicable to periods commencing on or after 1 January 2007.

This removes Australian specific disclosure requirements. As these changes result in a reduction of Australian-
specific disclosures, there will be no impact on amounts recognised in the financial statements.

(ix)  AASB Int 129 (issued February 2007) — Services Concession Arrangements Disclosures [revised]
Applicable to periods commencing on or after 1 January 2008.

This increases disclosure requirements for service concession arrangements. This will have no impact on the
group as it is not engaged in any public-private service arrangements.

(X) AASB 8 (issued February 2007) - Operating Segments
Applicable to periods commencing on or after 1 January 2009.

This standard replaces the disclosure requirements of AASB 114: Segment Reporting. As this is a disclosure
standard only, there will be no impact on amounts recognised in the financial statements. However,
disclosures required for the operating segments will be significantly different to what is currently reported
(business and geographical segment).
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Financial risk management

Aurora’s board of directors (Board) performs the duties of a risk management committee in identifying and
evaluating sources of financial and other risks. The Board seeks to balance the potential adverse effects of financial
risks on Aurora’s financial performance and position with the “upside” potential made possible by exposure to these
risks and by taking into account the costs and expected benefits of the various methods available to manage them.

AASB 132 Financial Instruments Presentation and Disclosure requires the disclosure of information to assist users
of the financial report in assessing the extent of risks related to financial instruments faced by the Group. These
risks include financial risks such as market risks (including currency risk, fair value interest rate risk and commodity
price risk), credit risk & liquidity risk. These disclosures are not nor are they intended to be an exhaustive list of risks
to which Aurora is exposed.

Market risk

Commodity price risk

As a result of its operations the Group is exposed to commodity price risk arising due to fluctuations in the
prices of natural gas and crude oil. The demand for, and prices of, natural gas and crude oil are dependent on
a variety of factors, including:

» Supply and demand,;

» The level of consumer product demand,;

» Weather conditions;

» The price and availability of alternative fuels;

» Actions taken by governments and international cartels; and,
» Global economic and political developments.

As at balance date, the board has formed the view that it would not be beneficial for the Group to purchase
forward contracts or other derivative financial instruments to hedge this commaodity price risk. Factors which the
board considered in arriving at this position included the expense of purchasing such instruments and the
inherent difficulties associated with forecasting future production levels while the Group is primarily at the
development stage of realising the value of its oil & gas assets. As development of these assets progresses
and it becomes possible to forecast future production levels with a greater degree of certainty, the board may
reconsider its position with regard to hedging against commodity price risk in the future.

Foreign exchange risk

Aurora Oil & Gas Limited is based in Australia, its shares are listed on the Australian Stock Exchange and the
Consolidated Entity reports its financial performance and position in Australian dollars (A$). Given that the
Group’s activities are focussed in the oil & gas exploration, development and production sector, it has significant
United States dollar (US$) denominated cashflows. As a result of these factors, the Group is exposed to foreign
exchange risk arising from fluctuations in the A$ / US$ exchange rate.

As at balance date, the board has formed the view that it would not be beneficial for the Group to purchase
forward contracts or other derivative financial instruments to hedge this foreign exchange risk. Factors which
the board considered in arriving at this position included: The expense of purchasing such instruments; the
inherent difficulties associated with forecasting the timing and quantum of US$ cash inflows and outflows at a
time when the Consolidated Entity is primarily at the development stage of realising the value of its oil & gas
assets and the possibility that these assets may be project—financed in US$ once development has progressed
sufficiently. The board may reconsider its position with regard to hedging against foreign exchange risk in the
future as the Group's activities evolve and / or in response to industry or macro-economic factors.
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Financial risk management (continued)

iii. Interest rate risk

As at and during the year ended on balance date the Group had no significant interest-bearing assets or
liabilities other than liquid funds on deposit. As such, the Group’s income and operating cash flows (other than
interest income from funds on deposit) are substantially independent of changes in market interest rates. The
Group’s exposure to interest rate risk and the effective weighted average interest rate for each class of financial
assets and liabilities is set out below.

Consolidated Parent Entity
2007 2006 2007 2006
$'000 $'000 $'000 $'000

Financial Assets

Cash assets Floating rate* 4,550 8,248 4,073 8,073
* Weighted average effective interest rate 5.1%

Credit risk

The Group trades only with recognised, trustworthy third parties and it is the Group’s policy to perform credit
verification procedures in relation to any customers wishing to trade on credit terms with the Group.

Notwithstanding the above, the Group is exposed to level of credit risk arising from the fact that a large
proportion of its receivables and non-current oil & gas assets relate to its interests in projects operated by a
single US private company.

The Board are of the opinion that the credit risk arising as a result of this concentration of the Group’s assets is
more than offset by the potential benefits to be gained through continuing to build on the Group’s relationship
with the operator of its existing projects.

Liquidity risk

Prudent liquidity management involves the maintenance of sufficient cash, marketable securities, committed
credit facilities and access to capital markets. It is the policy of the board to ensure that the Group is able to
meet its financial obligations and maintain the flexibility to pursue attractive investment opportunities through
keeping committed credit lines available where possible, ensuring the Group has sufficient working capital and
preserving the 15% share issue limit available to the Company under the ASX Listing Rules.

Critical accounting estimates & judgements

In preparing this Financial Report the Group has been required to make certain estimates and assumptions
concerning future occurrences. There is an inherent risk that the resulting accounting estimates will not equate
exactly with actual events and results.

Significant accounting judgements

In the process of applying the Group's accounting policies, management has made the following judgements,
apart from those involving estimations, which have the most significant effect on the amounts recognised in the
financial statements:

Functional currency of US-based subsidiary operations

The Group’s US based subsidiaries are at this stage financed primarily by means of A$ denominated
loans and/or equity contributions. As such, the functional currency of these subsidiaries has been
determined to be A$, not withstanding that they also conduct significant US$ denominated
transactions.

Exploration, evaluation and development expenditure (Oil & Gas Properties)

The Group's accounting policy for exploration, evaluation and development is set out at Note 1 ().
Application of this policy necessarily requires management to make certain estimates and assumptions
as to future events and circumstances, in particular, the assessment of whether economic quantities of
reserves have been found. Any such estimates and assumptions may change as new information
becomes available. If, after having capitalised expenditure under our policy, we conclude that we are
unlikely to recover the expenditure by future exploitation or sale, then the relevant capitalised amount
will be written off to the Income Statement. As at 30 June 2007 the carrying amount of Oil & Gas
Properties is $29,850,606 (2006: $17,960,000).
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Critical accounting estimates & judgements (continued)

Significant accounting judgements (continued)

Deferred tax assets

The Group has carried forward tax losses which have not been recognised as deferred tax assets as it
is not considered sufficiently probable that these losses will be recouped by means of future profits
taxable in the appropriate jurisdictions.

In addition, the Group's interests in jointly controlled oil & gas operations are held through the
Company's wholly-owned US subsidiary entities (refer Note 12 (b)). Taxation of oil & gas activities in
the US allows a number of alternative treatments which are not available under Australian Taxation
Legislation. In particular, companies may elect to:

(i) claim an immediate deduction for Intangible Drilling Costs ("IDC"); and / or,
(ii) elect to apply the "Percentage Depletion" method of depreciation to Oil & Gas Properties.

The Percentage Depletion method permits certain taxpayers with economic interests in oil and gas
operation to deduct a specified percentage (15%) of the gross income from these operations instead of
cost depletion. An election as to whether to apply Percentage Depletion or Cost Depletion is made
each year on a well-by-well basis and accordingly, application of the method can result in an effective
tax base for the oil & gas operations which is significantly in excess of their actual cost. The directors
have not recognised or disclosed a deferred tax asset in respect of this potential increase in the tax
base of these assets as they do not believe it is capable of being reliably estimated at this stage.

Claiming an immediate deduction for IDC for the year ended 30 June 2007 will result in an accelerated
deduction of the tax base of the Group's jointly controlled oil and gas operations. This accelerated
deduction will result in recognition of a deferred tax liability and an offsetting deferred tax asset in
relation to the losses claimed. There would be no effect on either gross or net assets or on the income
statement for the year. As at the date of this report, the directors have not yet finalised which
alternatives will be adopted by various of the Group's US subsidiary entities for the year ended 30 June
2007.

Critical accounting estimates

The carrying amounts of certain assets and liabilities are often determined based on estimates and
assumptions of future events. The key estimates and assumptions that have a significant risk of causing a
material adjustment to the carrying amounts of certain assets and liabilities within the next annual reporting
period are:

Share-based payment transactions

The Group measures the cost of equity-settled transactions with employees and consultants by
reference to the fair value of the equity instruments at the date at which they are granted. The fair
value is determined using a Black-Scholes model, using the assumptions detailed in note 19.

Rehabilitation obligations

The Group estimates its share of the future removal and remediation costs of oil and gas platforms,
production facilities, wells and pipelines at the time of acquisition or installation of the assets. In most
instances, removal of assets occurs many years into the future. This requires judgemental
assumptions regarding removal date, future environmental legislation, the extent of remediation
activities required, the engineering methodology for estimating cost, future removal technologies in
determining the removal cost, and asset specific discount rates to determine the present value of these
cash flows. For more detail regarding the policy in respect of provision for rehabilitation refer to Note
1(l). As at 30 June 2007 rehabilitation obligations have a carrying value of $933,000 (2006: $933,000).

Impairment of assets

In the absence of readily available market prices, the recoverable amounts of assets are determined
using estimations of the present value of future cashflows using asset-specific discount rates. For Oil
& Gas Properties, these estimates are based on assumptions concerning reserves, future production
profiles and costs.

As at 30 June 2007, the carrying value of Oil & Gas Properties is $29,850,606 (2006: $17,960,000).
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The Group operates in one geographical and business segment, being Oil & Gas Exploration, Development and

Production in the United States of America.

5. Revenue from continuing operations
Consolidated Parent entity
2007 2006 2007 2006
$'000 $'000 $'000 $'000
From continuing operations
Sales revenue
Oil and gas sales 913 1,695 - -
Services - - 626 626
913 1,695 626 626
Other revenue
Interest 333 242 330 242
333 242 330 242
1,246 1,937 956 868
6. Other income

Consolidated

Parent entity

2007 2006 2007 2006

$'000 $'000 $'000 $'000
Net gain on disposal of subsidiary (i) 6,831 - 6,831 -
Net foreign exchange gains 1 158 - -
6,832 158 6,831 -

(i) Details of the sale of subsidiary

Consolidated

Parent entity

2007 2006 2007 2006
$'000 $'000 $'000 $'000
Consideration received or receivable:

Fair value of shares & options 6,870 - 6,870 -
Total disposal consideration 6,870 - 6,870 -
Carrying amount of net assets sold (39) - (39) -
Net gain on sale before income tax 6,831 - 6,831 -
Income tax expense (2,033) - (2,033) -
Net gain on sale after income tax 4,798 - 4,798 -
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7. Expenses
Loss before income tax is arrived at after deducting the following expenses:
Consolidated Parent entity
2007 2006 2007 2006
$'000 $'000 $'000 $'000
Amortisation of oil & gas properties 1,941 1,467 - -
Depreciation of plant and
equipment 1 2 1 2
Borrowing costs
Cost of establishment of loan facility 1,153 50 490 -
Other 74 - - -
Share-based payment expense 164 403 164 403
8. Income tax
(a) Income tax charge
Consolidated Parent entity
2007 2006 2007 2006
$'000 $'000 $'000 $'000
Current tax - - - -
Deferred tax 842 - - -
842 - - -

A reconciliation between tax expense and the product of accounting profit / (loss) before income tax multiplied by the
Group's applicable income tax rate is as follows:

Accounting loss before tax (1,308) (1,360) (3,217) (516)

Tax at the Australian statutory income tax
rate of 30% (2006: 30%) (392) (408) (965) (155)

Tax effect of amounts which are not deductible (taxable) in
calculating taxable income
Accounting profit on disposal of

subsidiary (note 6 (i) (2,049) - (2,049) -
Impairment of investment in controlled

entities - - 1,721 -
Share-based payment expense 81 120 81 120
Other (58) 33 (58) 11

Tax effect of timing differences in relation to unrecognised
deferred tax assets / liabilities:

Net effect (466) a7 36 41
(2,884) (272) (1,234) 17

Less tax losses not recognised (c) 3,726 272 1,234 (17)
Income tax (benefit) / expense 842 - - -
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8. Income Tax (continued)
Consolidated Parent entity
2007 2006 2007 2006
$'000 $'000 $'000 $'000
(b) Deferred tax liabilities
Arising from temporary differences
attributable to:
Investment in associate - - (2,076) -
Share of net assets of equity-
accounted associate (2,076) - - -
Oil & Gas Properties (1,961) - - -
Other - (280) (46)
Total deferred tax liabilities (4,037) (280) (2,122) (46)
Less set off of deferred tax assets
under set-off provisions (a) 3,305 280 2,122 46
(732) - - -
(c) Deferred Tax Assets
Arising from temporary differences
attributable to:
Tax losses* 3,195 - 2,012 -
Investments in controlled entities - - - -
Share issue expenses (note 18 & (d)) 110 - 110 -
Rehabilitation provision - 280 - -
Total deferred tax assets 3,305 280 2,122 46
Less set off of deferred tax liabilities
under set-off provisions (a) (3,305) (280) (2,122) (46)

* The deferred tax asset attributable to tax losses does not exceed taxable amounts arising from the reversal of
existing temporary differences

(d) Amounts recognised directly in equity
Aggregate deferred tax arising in the
reporting period and not recognised in net
loss but directly credited directly to equity:

Net deferred tax credited directly
equity (note 18) 110 - 110 -
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9. Current assets — cash and cash equivalents
Consolidated Parent entity
2007 2006 2007 2006
$'000 $'000 $'000 $'000
Cash at bank and in hand 788 7,371 311 7,196
Deposits at call 3,762 877 3,762 877
4,550 8,248 4,073 8,073
(8) Cash at bank and on hand
Funds held at bank bear interest at market rate (floating).
(b) Deposit at call
The deposits bear interest at 5.1% floating rate (2006: 5.5%).
10. Current assets —trade and other receivables
Consolidated Parent entity
2007 2006 2007 2006
$'000 $'000 $'000 $'000
Trade and other receivables
Trade receivables 221 393 22 66
Other - 47 - 47
221 440 22 113
11. Non-current assets — investments accounted for using the equity method
Consolidated Parent entity
2007 2006 2007 2006
$'000 $'000 $'000 $'000
Shares in associates (13) 6,958 - - -

37



AU oil & gos

limited
Notes to the financial statements
12.  Non-current assets — other financial assets
Consolidated Parent entity

2007 2006 2007 2006

$'000 $'000 $'000 $'000
Investments in subsidiaries at cost - - 37,129 18,441
Provision for impairment (12) - - (8,496) -
Investments in associates (13) - - 7,010 -
- - 35,643 18,441

At balance date amounts receivable from controlled entities totalled $ $37,128,558 (at cost) (2006: $18,439,739). The
transactions were made interest free with no fixed terms for repayment. Following recent guidance issued by the
Australian Standards Board, this receivable has been included within the cost of investment in subsidiaries.

(@) Wholly—owned Group

Details of interests in wholly-owned controlled entities are set out at part (b) of this note. Details of dealings with
controlled entities are as follows:

Inter-company Account
Aurora Oil & Gas Limited provides working capital to its controlled entities. Transactions between Aurora Oil &

Gas Limited and other controlled entities in the wholly owned Group during the year ended 30 June 2007
consisted of:

0] Working capital advanced by Aurora Oil & Gas Limited;
(i) Provision of services by Aurora Oil & Gas Limited, and
(iii) Expenses paid by Aurora Oil & Gas Limited on behalf of its controlled entities

The above transactions were made interest free with no fixed terms for the repayment of principal on the
working capital advanced by Aurora Oil & Gas Limited.

Details of transactions with controlled entities during the year are as follows:

Consolidated Parent entity
2007 2006 2007 2006
$'000 $'000 $'000 $'000
Sale of goods and services
Management fees & recharges
to subsidiaries - - 626 626
Loans to subsidiaries
Beginning of the year - - 18,440 6,317
Loans advanced - - 18,062 11,497
Loans repayments received - - - -
Interest charged - - - -
Interest received - - - -
End of year - - 37,128 18,440
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12.  Non-current assets — other financial assets (continued)

(b) Investments in Controlled Entities

Name of Entity Country of Class of Equity Holding
Incorporation Shares

2007 2006
% %

Controlled entities
Corpus Christi Gas, Inc USA Ordinary 100 100
Corpus Christi Gas General, LLC USA Ordinary 100 100
Corpus Christi Gas Limited, LLC USA Ordinary 100 100
Corpus Christi Gas, LP USA Ordinary 100 100
Sugarloaf Oil & Gas, Inc USA Ordinary 100 100
Sugarloaf Oil & Gas General, LLC USA Ordinary 100 100
Sugarloaf Oil & Gas Limited, LLC USA Ordinary 100 100
Sugarloaf Oil & Gas, LP USA Ordinary 100 100
West Black Lake Oil & Gas, Inc USA Ordinary 100 100
West Black Lake Oil & Gas General, LLC USA Ordinary 100 100
West Black Lake Oil & Gas Limited, LLC USA Ordinary 100 100
West Black Lake Oil & Gas, LP USA Ordinary 100 100
Aurora West Coast Oil, Inc USA Ordinary 100 100
Meelup Oil & Gas Inc USA Ordinary 100 n/a*
Meelup Oil & Gas General, LLC USA Ordinary 100 n/a*
Meelup Oil & Gas Limited, LLC USA Ordinary 100 n/a*
Meelup Oil & Gas LP USA Ordinary 100 n/a*
Mullaloo Oil & Gas Inc USA Ordinary 100 n/a*
Mullaloo Oil & Gas General, LLC USA Ordinary 100 n/a*
Mullaloo Oil & Gas Limited, LLC USA Ordinary 100 n/a*
Mullaloo Oil & Gas LP USA Ordinary 100 n/a*
Yallingup Oil & Gas Inc USA Ordinary 100 n/a*
Yallingup Oil & Gas General, LLC USA Ordinary 100 n/a*
Yallingup Oil & Gas Limited, LLC USA Ordinary 100 n/a*
Yallingup Oil & Gas LP USA Ordinary 100 n/a*
Trigg Oil & Gas Inc USA Ordinary 100 n/a*
Trigg Oil & Gas General, LLC USA Ordinary 100 n/a*
Trigg Oil & Gas Limited, LLC USA Ordinary 100 n/a*
Trigg Oil & Gas LP USA Ordinary 100 n/a*

* Incorporated during the current financial year.

(©) Ultimate Parent Company

Aurora Oil & Gas Limited, a listed public company incorporated and domiciled in Australia is the parent
entity, ultimate Australian parent and ultimate controlling party of the Group.
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13. Investments in associates

Aurora announced on 16 November 2006 that it had agreed terms to sell 100% of its wholly owned US subsidiary,
Cottesloe Oil & Gas, Inc to ASX Listed Gawler Resources Ltd (“Gawler”) in exchange for consideration rising to
20,000,000 fully paid ordinary shares (subject to the achievement of certain milestones). As at balance date, Aurora
controlled 24% of the voting rights of Gawler.

(@) Carrying amounts

Information relating to associates is set out below.

Name of company Principal Ownership Consolidated Parent entity
activity interest
2007 2006 2007 2006 2007 2006
% % $'000 $'000 $'000 $'000
ASX Listed Company:
Resource
Gawler Resources Ltd exploration 24% - 6,958 - 7,010 -

(ASX Code: GRL)

(b)  Movements in carrying amounts

2007 2006

$'000 $'000
Carrying amount at acquisition 6,870 -
Options at cost 140 -
Share of loss (116) -
Share of option premium reserve 142 -
Loss on deemed disposal from dilution of interest (78) -
Carrying amount at the end of the financial year 6,958 -
(c) Fair value of listed investments in associates
Gawler Resources Ltd 7,060 -
(d) Share of associates’ profits or losses
Loss before income tax (116) -
Income tax expense - -
Loss after income tax (116) -
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13. Investments in associates (continued)
(e) Summarised financial information of associates
Assets Liabilities Revenues Loss
$'000 $'000 $'000 $'000
2007
Gawler Resources Ltd 8,068 1,110 - (116)

Assets disclosed above include the uplift of fair value of assets recognised as at 30 June 2007 on acquisition of
$3,452,750 (net of deemed disposal subsequent to acquisition). Also the share of loss is the share after initial acquisition
to the year end.

) Share of associates’ expenditure commitments and contingent liabilities

Gawler Resources Ltd had no material expenditure commitments or contingent liabilities at balance date.

14. Non-current assets — property, plant & equipment
Consolidated Parent entity

2007 2006 2007 2006

$'000 $'000 $'000 $'000
Continuing operations
At cost 3 3 3 3
Accumulated depreciation (2 (1) (2) Q)
Total property, plant and equipment 1 2 1 2

A reconciliation of movements in plant and equipment during the current and prior financial years is as follows:

Plant and Equipment

Opening balance 3 3 3 3

Additions - - - -

Depreciation expense 2 1) &) (@)

Total plant & equipment 1 2 1 2
15. Non-current assets — Oil & Gas Properties

Producing projects

At cost 12,973 12,407 - -
Accumulated amortisation (3,821) (1,880) - -
Net carrying value 9,152 10,527 - -

Development projects
At cost 11,450 4,878 - -

Exploration & evaluation projects
At cost 9,248 2,555 - -

Total 29,850 17,960 - -
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15. Non-current assets — Oil & Gas Properties (continued)
A reconciliation of movements in Oil & Gas Properties during the year is as follows:
Prepaid
Interest in Interest in Drilling & Drilling &
Land & Plant & Workover Completion
Buildings Equipment Costs Costs Total
$'000 $'000 $'000 $'000 $'000
Producing projects
Cost
At 1 July 2006 6,671 2,154 2,649 - 11,474
Additions - 38 30 - 68
Transfers from
Exploration /
Development projects - - - 498 498
Net movement in prepaid
costs - - - - -
Associated future restoration costs (capitalised)
At 1 July 2006 747 186 - - 933
Additions - - - - -
At 30 June 2007 7,418 2,378 2,679 498 12,973
Accumulated amortisation
At 1 July 2006 (529) (862) (489) - (1,880)
Charge for the Year (139) (495) (1,307) - (1,941)
At 30 June 2007 (668) (1,357) (1,796) - (3,821)
Net book value
At 1 July 2006 6,889 1,478 2,160 - 10,527
At 30 June 2007 6,750 1,021 883 498 9,152
Development Projects
Cost
At 1 July 2006 56 451 286 4,085 4,878
Additions 241 3,741 6,434 - 10,416
Transfers to Producing
Projects (56) (597) (2,219) (498) (2,872)
Transfers from
Exploration Projects 1,627 858 3,176 - 5,661
Written off (56) (597) (2,219) - (2,872)
Disposal (112) (2,895) - - (3,007)
Net movement in prepaid
costs - - - (3,128) (3,128)
At 30 June 2007 1,756 1,558 7,677 459 11,450
Exploration & Evaluation Projects
Cost
At 1 July 2006 1,022 - - 1,533 2,555
Additions 9,261 858 3,176 - 13,295
Transfers to
Development Projects (1,627) (858) (3,176) - (5,661)
Net movement in prepaid
costs - - - (941) (941)
At 30 June 2007 8,656 - - 592 9,248

The ultimate recoupment of exploration expenditure carried forward is dependent on successful development and
exploitation, or alternatively sale, of the respective area of interest.
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16. Current liabilities — trade and other payables
Consolidated Parent entity
2007 2006 2007 2006
$'000 $'000 $'000 $'000
Trade payables 428 456 252 236
428 456 252 236
17. Provisions
Provision for restoration 933 933 - -

The Group’s policy with regard to providing for its share of future restoration costs for jointly controlled assets

is

documented in Notes 3(b) and 1 (I). Movement in this provision during the current and prior year is as follows:

Consolidated

Parent entity

2007 2006 2007 2006
$'000 $'000 $'000 $'000
Opening balance 933 656 - -
Increase on acquisition of an N 277 N B
initial or additional interest in
jointly controlled oil and gas
operations
Closing balance 933 933 - -
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18. Contributed equity
Parent & Group Parent & Group
2007 2006 2007 2006
Shares Shares $'000 $'000
Share capital
Ordinary shares 162,492,417 129,461,140 43,119 38,590

Ordinary shares entitle the holder to participate in dividends and the proceeds on winding up of the Company in
proportion to the number of shares held. On a show of hands every holder of ordinary shares present at a meeting or by
proxy, is entitled to one vote. Upon a poll every holder is entitled to one vote per share held.

Movements in contributed equity during the current and prior financial years are as follows:

Date Number of shares Issue Price $'000
Opening balance 1-Jul-05 88,795,133 21,153
Share placement 5-Oct-05 13,259,000 $ 0.38 5,038
Share placement 20-Oct-05 41,000 $ 0.38 16
Share placement 21-Dec-05 11,811,667 $ 045 5,315
Option exercise 20-Jan-05 460,000 $ 0.20 92
Share placement 14-Jun-06 15,094,340 $ 053 8,000
Share issue costs (1,024)
Balance 30-Jun-06 129,461,140 38,590
Cancellation of losses * 31-Aug-06 (11,513)
Option exercise 1-Nov-06 79,365 $ 0.25 20
Share placement 29-Dec-06 15,575,572 $ 053 8,255
Option exercise 7-Feb-07 667,000 $ 0.30 200
Option exercise 7-Feb-07 1,500,000 $ 020 300
Share purchase plan 23-Feb-07 15,094,340 $ 0.53 8,000
Option exercise 29-May-07 115,000 $ 0.20 23
Share issue costs (866)
Deferred tax credit recognised
directly in equity (note 8 (b)) 110
Closing balance 162,492,417 43,119

* Following shareholder approval, granted at a general meeting on 10 August 2006, share capital was reduced by
applying $11,513,000 of accumulated losses from the Company’s discontinued previous business against contributed
equity.
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19. Reserves and accumulated losses
(a) Share-based payment reserve
Consolidated Parent entity
2007 2006 2007 2006
$'000 $'000 $'000 $'000
Balance 1 July 2,431 2,028 2,431 2,028
Option expense 164 403 164 403
Finance cost 105 - 105 -
Balance 30 June 2,700 2,431 2,595 2,431
(b) Associated entity equity variation reserve
Balance 1 July - - - -
Recognised during the year
upon dilution of interest in
associate 65 - - -
Balance 30 June 65 - - -
(c) Accumulated losses
Balance 1 July (15,760) (14,400) (14,628) (14,112)
Cancellation of losses 11,513 - 11,513 -
Net loss for the year (2,150) (1,360) (3,217) (516)
Balance 30 June (6,397) (15,760) (6,332) (14,628)

The share-based payment reserve is used to record the fair value of share-based payments.

With respect to the payment of dividends (if any) by Aurora Oil & Gas Limited in subsequent financial years, no franking
credits are currently available, or are likely to become available in the next 12 months.

20. Options

As at balance date, the Company and Consolidated Entity has the following classes of options on issue:

ASX code 2007 2006 Exercise Expiry
Number Number Price

Type 1 AUTAO 8,000,000 8,000,000 $0.20 22-Feb-10
Type 2 AUTAK 4,285,714 4,365,079 $0.25 28-Apr-10
Type 3 AUTAK 2,760,000 2,875,000 $0.20 28-Apr-10
Type 4 AUTAM 805,000 805,000 $0.20 28-Apr-10
Type 5 AUTAM 1,000,000 1,000,000 $0.30 28-Apr-10
Type 6 AUTAM 1,833,000 2,500,000 $0.30 28-Apr-10
Type 7 AUTAM 1,200,000 2,700,000 $0.20 22-Feb-08
Type 8 AUTAQ 500,000 500,000 $0.51 30-Mar-11
Type 9 AUTAS 1,000,000 - $0.58 28-Dec-07
Type 10 AUTAU 3,000,000 - $0.70 31-Jan-09
Total 24,383,714 22,745,079

The options are not listed and carry no dividend or voting rights. Upon exercise, each option is convertible into one
ordinary share to rank pari passu in all respects with the Company'’s existing fully paid ordinary shares.
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20. Options (continued)

Movements in the number of options on issue during the year are as follows:

Grant date

At 1 July 2006

Granted during the year
28-Dec-06
19-Jan-07
13-Feb-07

Exercised during the year
1-Nov-06
7-Feb-07
7-Feb-07
29-May-07

At 30 June 2007

21. Share-based payment

Type 9
Type 10
Type 10

Type 2
Type 6
Type 6
Type 3

ASX code

AUTAS
AUTAU
AUTAU

AUTAK
AUTAM
AUTAM
AUTAK

Number

22,745,079

1,000,000
1,500,000
1,500,000

(79,365)
(667,000)
(1,500,000)
(115,000)

24,383,714

The fair value of options granted (see note above) during the year was calculated using the Black-Scholes option pricing
model. Expense has been apportioned pro-rata to reporting periods where vesting periods apply.

The weighted average fair value of options granted during the year was $0.12 per option (2006: $0.30). Key inputs to the
model used in the calculation were as follows (see also Directors’ Report):

ASX code:
2007 Grant date:

Expected price volatility (i)
Exercise price

Expiry dates

Share price at grant date

(i) Expected price volatility used in the 2006 was 65% (based on the

Type 9

AUTAS
28-Dec-06

65%
$0.58
28-Dec-07
$0.58

changes to future volatility due to publicly available information).
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Type 10 Type 11
AUTAU AUTAU
19-Jan-07 13-Feb-07
65% 65%
$0.70 $0.70
31-Jan-09 31-Jan-09
$0.49 $0.56

historical volatility adjusted for any expected
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22. Reconciliation of loss after income tax to net cash outflow from operating activities
Consolidated Parent entity
2007 2006 2007 2006
$'000 $'000 $'000 $'000
Loss for the year (2,150) (1,360) (3,217) (516)
Depreciation and amortisation 1,942 1,469 1 2)
Impairment writedown of
investment in controlled entities - - 5,735 -
Exploration and evaluation costs
written off 2,873 - 2,873 -
Share of loss of equity-
accounted associate 116 - - -
Share based payment 164 403 164 403
Interest income (333) (242) (330) (242)
Gain on disposal of subsidiary (6,831) - (6,831) -
Net foreign exchange (gains)/losses 689 (193) - -
Income tax expense 842 - 2,007 -
(Increase) / decrease in working
capital 1,201 (105) (59) (679)
Net cash inflow / (outflow) from
operating activities (1,487) (28) (1,664) (1,036)
23. Earnings / (Loss) per share
Consolidated
2007 2006
Cents Cents
Basic / diluted loss per share
Loss attributable to the ordinary equity holders of the Company (1.5 (1.3)
Loss used in calculation of basic / diluted loss per share $'000 $000
Loss (2,150) (1,360)
Weighted average number of ordinary shares used as the denominator
in calculating basic / diluted loss per share 143,433,740 106,064,401

The options on issue (Note 20) represent potential ordinary shares but are not dilutive as they would decrease the loss
per share. Accordingly they have been excluded from the weighted average number of ordinary shares and potential
ordinary shares used in the calculation of diluted earnings per share.
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24, Jointly controlled assets

At balance date, the Group has non-operating working interests in joint operating agreements for the following projects:

Project Activity Working Interest*

Flour Bluff Gas field development and production project (USA) 20 -24.7%
West Black Lake Gas field development and production project (USA) 40.1%
North Belridge Oil field, development project (USA) 32.5%
Sugarloaf QOil field, development project (USA) 20%
Ipanema Gas prospect, exploration (USA) 100%
Longhorn Gas prospect, exploration (USA) 100%

*Working Interest denotes the percentage share of costs to be borne by the Group in drilling the initial wells in these
projects. Net Revenue Interests in the initial wells and interests in any subsequent wells are subject to varying clauses in
the relevant agreements. The total carrying value of Aurora’s interest in assets held by these projects as at balance date
is $29,850,606 (2006: $17,960,000).

25. Key management personnel disclosures

(@) The directors of Aurora Oil Gas Limited during the year were:
2007 2006

Mr Jonathan Stewart Mr Jonathan Stewart

Mr Graham Dowland Mr Graham Dowland

Mr Michael Blakiston Mr Michael Blakiston

Mr Gren Schoch Mr Gren Schoch

Other than the directors and the Company Secretary, Mr Alex Neuling, no other persons had authority and responsibility
for planning, directing and controlling the activities of the Group, directly or indirectly during the current or prior financial
years.

(b) Key management personnel compensation
Consolidated Parent entity
2007 2006 2007 2006
$ $ $ $

Short term employee benefits 382,250 251,000 382,250 251,000
Post-employment benefits 27,250 8,500 27,250 8,500
Share-based payments 61,079 76,625 61,079 76,625

470,579 336,125 470,579 336,125

The Company has taken advantage of the relief provided by ASIC Class order 06/50 and has transferred the detailed
remuneration disclosures to the directors’ report. The relevant information can be found in sections A to D of the
remuneration report on pages 8 to 12.
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25. Key management personnel disclosures (continued)
(©) Equity instrument disclosures relating to Key Management Personnel
0] Option holdings

The numbers of options over ordinary shares in the Company held during the financial year by each director of
Aurora Oil & Gas Limited and other Key Management Personnel of the Group, including their personally related
parties, are set out below.

Balance at Balance at
start of the Granted as Other the end of | Vested and
year | compensation Exercised changes year | exercisable

2007

Directors of Aurora Oil & Gas Limited

Jonathan Stewart 9,400,000 1,500,000 (1,500,000) - 9,400,000 7,900,000
Michael Blakiston 1,190,000 - - - 1,190,000 1,190,000
Graham Dowland 1,300,000 - - - 1,300,000 1,300,000
Gren Schoch 1,293,651 - - - 1,293,651 1,293,651

Other key management personnel of the Group

Alex Neuling 250,000 - - - 250,000 250,000
Balance at Balance at
start of the Granted as Other the end of | Vested and
year | compensation Exercised changes year | exercisable
2006

Directors of Aurora QOil & Gas Limited

Jonathan Stewart 9,400,000 - - - 9,400,000 9,400,000
Michael Blakiston 1,190,000 - - - 1,190,000 1,190,000
Graham Dowland 1,300,000 - - - 1,300,000 1,300,000
Gren Schoch 1,293,651 - - - 1,293,651 1,293,651

Other key management personnel of the Group

Alex Neuling - 250,000 - - 250,000 150,000

Details of options provided as remuneration and shares issued on exercise of such options, together with the terms and
conditions of the options, can be found in section D of the remuneration report on pages 11 to 12.
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25. Key management personnel disclosures (continued)
(©) Equity instrument disclosures relating to Key Management Personnel (continued)
(i) Share holdings
The numbers of shares in the Company held during the financial year by each director of Aurora Oil & Gas

Limited and other Key Management Personnel of the Group, including their personally related parties, are set
out below. There were no shares granted during the reporting period as compensation.

Balance at
start of the Exercise of Net Other Balance at the
year options changes end of year

2007
Directors of Aurora Oil & Gas Limited

Jonathan Stewart 7,560,000 1,500,000 9,434 9,069,434
Michael Blakiston 4,684,363 - - 4,684,363
Graham Dowland 800,000 - - 800,000
Gren Schoch 2,380,953 - - 2,380,953

Other key management personnel of the Group

Alex Neuling 31,250 - 9,809 41,059
Balance at
start of the Exercise of Net Other Balance at the
year options changes end of year
2006

Directors of Aurora Oil & Gas Limited

Jonathan Stewart 7,560,000 - - 7,560,000
Michael Blakiston 4,684,363 - - 4,684,363
Graham Dowland 800,000 - - 800,000
Gren Schoch 2,380,953 - - 2,380,953

Other key management personnel of the Group

Alex Neuling 31,250 - - 31,250
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26. Related party transactions

Transactions with controlled entities are disclosed in note 12. Compensation and equity transactions with Key
Management Personnel are disclosed in note 25 and in sections A to D of the Remuneration Report in the Directors’
Report.

Details of other transactions with related parties during the current and prior financial year are set out below:

(a) Payments for goods and services
Consolidated Parent entity
2007 2006 2007 2007
Note $ $ $ $
Payments for services 0] 276,015 250,340 276,015 250,340

(i) During the year $69,471 was paid on normal commercial terms for legal services to Blakiston & Crabb, a law firm in
which Mr Michael Blakiston, a director, is a partner (2006:$ 12,920).

Also, an amount of $206,544 was paid on commercial terms for office accommodation (rental & outgoings), car parking &
office equipment during the year to Epicure Administration Pty Ltd, a company of which Mr Jonathan Stewart, Chairman,
is also a director and beneficial shareholder (2006: $237,420).

27. Remuneration of auditors

During the year the following fees were paid or payable for services provided by the auditor of the Parent Entity, its
related practices and non-related audit firms:

Consolidated Parent entity

2007 2006 2007 2006

$'000 $'000 $'000 $'000
BDO Kendalls Audit & Assurance (WA)
Pty Ltd for:
an audit or review of financial reports and
other other audit work under the
Corporations Act 2001 50 30 50 30
Total remuneration 50 30 50 30

28. Subsequent events

Since balance date, the following significant events have taken place, as announced by the Company to the Australian
Securities Exchange:

Date Event
1 Aug 2007 Completion of placement of 20m shares at $0.53 per share to raise $10.6m before costs.
Announcement of non-renounceable Rights Issue of one new share at $0.53 per share for every ten
1 Aug 2007 shares held at record date, closing 1 November 2007 to raise a maximum of $9.7m before costs.
8 Aug 2007 Gawler Resources Ltd (ASX: GRL “Gawler”) completed its acquisition of an interest in the Pompano

Field. This event triggered the conversion of Aurora’s second and final tranche of 6m convertible
shares into 6m fully paid ordinary shares in the capital of Gawler and enabled Aurora to subscribe for
a further entitlement of 6m options (exercisable at $0.20 on or before 31 March 2009) at $0.01 per

option.

12 Sep 2007 Sugarloaf-1: Fracture stimulation and testing operations commence for 3 separate zones in the
Cretaceous aged Austin Chalk formation.

19 Sep 2007 Second well at Sugarloaf (Kennedy#1) commences drilling.

24 Sep 2007 Rights Issue fully underwritten.

Other than as disclosed above, no event has arisen since 30 June 2007 that would be likely to materially affect the
operations of the Consolidated Entity, the results of the Consolidated Entity or the state of affairs of the Consolidated
Entity not otherwise disclosed in the Consolidated Entity’s financial report.
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29. Commitments & contingencies

The Consolidated Entity has no contingent assets or liabilities at balance date and has no firm contractual commitments
for expenditure and not reflected in the financial statements. (2006: none).

30. Discontinued operations

No operations were discontinued during the current financial year.

Additional company information
Aurora Oil & Gas Limited is a listed public company, incorporated and operating in Australia.

Registered Office & Principal place of business Share Registry
Level 20, Allendale Square Security Transfer Registrars Pty Ltd
77 St Georges Terrace 770 Canning Highway
Perth WA 6000 APPLECROSS WA 6953

Western Australia Western Australia
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In the directors’ opinion:

(a) The financial statements and notes set out on pages 18 to 52 are in accordance with the
Corporations Act 2001, including:

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

(i) Giving a true and fair view of the Company’'s and Consolidated Entity’s financial
position as at 30 June 2007 and of its performance, as represented by the results of
their operations, changes in equity and their cash flows, for the financial year ended
on that date; and

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

(c) the audited remuneration disclosures set out on pages 8 to 12 of the directors’ report
comply with Accounting Standard AASB 124 Related Party Disclosures and the
Corporations Regulations 2001.

The directors have been given the declarations by the chief executive officer and chief financial officer
required by s.295A of the Corporations Act 2001.

This declaration is made in accordance with a resolution of the directors.

) AT
4

ol
,//JONATHAN STEWART
Executive Chairman
Sydney, New South Wales

28 September 2007
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