








l B DO BDO Kendalls

Auditor’s Opinion

In our opinion:

(a) the financial report of Aurora Oil and Gas Limited is in accordance with the Corporations Act
2001, including:

(i) giving a true and fair view of the company’s and consolidated entity’s financial position as
at 30 June 2009 and of their performance for the year ended on that date; and

(i)  complying with Australian Accounting Standards (including the Australian Accounting
Interpretations) and the Corporations Regulations 2001; and

(b)  the financial report also complies with International Financial Reporting Standards as disclosed
in Note 1.

Report on the Remuneration Report

We have audited the Remuneration Report included in the directors’ report for the year ended 30 June
2009. The directors of the company are responsible for the preparation and presentation of the
Remuneration Report in accordance with section 300A of the Corporations Act 2001. Our
responsibility is to express an opinion on the Remuneration Report, based on our audit conducted in
accordance with Australian Auditing Standards.

Auditor’s Opinion

In our opinion, the Remuneration Report of Aurora Oil and Gas Limited for the year ended 30 June
2009, complies with section 300A of the Corporations Act 2001.

BDO Kendalls Audit & Assurance (WA) Pty Ltd

B DO Cenolo
P
S A
Peter Toll

Director

Perth, Western Australia
Dated this 30" day of September 2009
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Income Statements
For the financial year ended 30 June 2009

Consolidated Company
Note 2009 2008 2009 2008
$'000 $'000 $'000 $'000
Revenue from continuing operations 4) 1,663 2,200 593 1,540
Other income 5) 2,182 2,065 - 1,686
Total income 3,845 4,265 593 3,226
Production and operating expenses (768) (596) - -
Administrative expenses (2,186) (1,729) (1,977) (1,659)
Depreciation and amortisation expense (4,942) (2,392) - -
Employee benefits (78) (34) (78) (34)
Consultancy fees - (33) - (33)
Exploration and evaluation costs
expensed (7,178) (8,382) 3 (34)
Impairment available-for-sale asset (6,288) - (6,288) -
Finance costs (160) (113) - (1)
Foreign exchange loss - (366) - -
Share-based payment expenses (215) (453) (215) (453)
Share of loss of equity-accounted
associate - (266) - -
Impairment of investment in controlled
entities - - (10,003) (10,379)
Loss from continuing operations
before income tax expense (6) (17,970) (10,099) (17,970) (9,367)
Income tax expense ) - - - -
Net loss attributable to members of
Company (17,970) (10,099) (17,970) (9,367)
Loss per share
Basic loss per share (cents per share) (21) (8.9) (5.2)
Diluted loss per share (cents per share) (21) (8.9) (5.2)

The above income statements should be read in conjunction with the accompanying notes.
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Current assets

Cash and cash equivalents
Trade and other receivables
Total current assets

Non-current assets
Other financial assets

Oil and gas properties
Total non-current assets

Total assets

Current liabilities
Trade and other payables
Total current liabilities

Non-current liabilities
Provisions

Loans payable

Deferred income tax liability
Total Non current liabilities

Total liabilities

Net assets

Equity

Contributed equity
Share-based payment reserve
Fair value reserve
Accumulated losses

Total equity

AU oil & gos

limitred
ABN 90 008 787 988

Balance Sheets
As at 30 June 2009

Consolidated Company

Note 2009 2008 2009 2008

$'000 $'000 $'000 $'000
(8) 10,873 13,533 10,397 12,819
9) 110 435 12 61
10,983 13,968 10,409 12,880
(10) 1,440 6,484 21,232 35,557
(12) 24,563 29,016 - -
26,003 35,500 21,232 35,557
36,986 49,468 31,641 48,437
(23) 709 721 337 623
709 721 337 623
(14) 933 933 - -
(15) 4,040 - - -
@ - 531 - 531
4,973 1,464 - 531
5,682 2,185 337 1,154
31,304 47,283 31,304 47,283
(16) 62,637 62,637 62,637 62,637
a7) 3,368 3,153 3,368 3,153
a7) (1,032) (2,808) (1,032) (2,808)
a7 (33,669) (15,699) (33,669) (15,699)
31,304 47,283 31,304 47,283

The above balance sheets should be read in conjunction with the accompanying notes.
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Statements of Cash Flows
For the financial year ended 30 June 2009

Consolidated Company
Note 2009 2008 2009 2008
$'000 $'000 $'000 $'000
Cash flows from operating
activities
Receipts from oil & gas sales 1,224 1,066 - -
Payments to suppliers and
employees (3,226) (2,064) (1,838) (1,389)
Net cash outflow from operating
activities (20) (2,002) (998) (1,838) (1,389)
Cash flows from investing
activities
Payments for capitalised oil & gas
assets (7,206) (10,279) 2) -
Advances to controlled entities - - (567) (10,192)
Interest received 488 919 487 874
Payments to acquire listed
investments - (64) - (64)
Net cash outflow from investing
activities (6,718) (9,424) (82) (9,382)
Cash flows from financing
activities
Proceeds from issues of shares - 20,593 - 20,593
Share issue costs - (1,075) - (1,075)
Loan - proceeds 4,040 - - -
Borrowing costs (139) (113) - 1)
Net cash inflow from financing
activities 3,901 19,405 - 19,517
Net increase (decrease) in cash
and cash equivalents (4,819) 8,983 (1,920) 8,746
Cash and cash equivalents at the
beginning of the financial year 13,533 4,550 12,819 4,073
Effect of exchange rate movements 2,159 - (502) -
Cash and cash equivalents at the
end of the financial year 10,873 13,533 10,397 12,819

The above statements of cash flows should be read in conjunction with the accompanying notes.
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AUro oil & gos

limited
ABN 90 008 787 988

Statement of Changes in Equity
For the financial year ended 30 June 2009

Consolidated

Share Associated
Based entity equity

Share Payment variation Fair Value  Accumulated

Capital reserve reserve Reserve Losses Total

$'000 $'000 $'000 $'000 $'000 $'000
Balance as at 1 July 2007 43,119 2,700 65 - (6,397) 39,487
Cancellation of losses - - - - 65 65
Share option expense - 453 - - - 453
Change in fair value - available
for sale assets - - - (2,277) - (2,277)
Revenue/expenses recognised
directly in equity - 453 - (2,277) 65 (1,759)
Current period loss - - - - (10,099) (10,099)
Total recognised income and
expense - 453 - (2,277) (10,034) (11,858)
Transactions with equity holders
in their capacity as equity
holders
Issue of ordinary shares 20,593 - - - - 20,593
Cost of share issue (1,075) - - - - (1,075)
Dilution of interest in associate - - (65) - - (65)
Transfer to fair value reserve - - - - 732 732
Reclassification of associated
asset as available-for-sale - - - (732) - (732)
Recognition of deferred tax
liability associated with
available-for-sale asset - - - 201 - 201
Balance as at 30 June 2008 62,637 3,153 - (2,808) (15,699) 47,283
Share option expense - 215 - - - 215
Impairment of available-for-sale
assets transferred to the income
statement - - - 2,276 - 2,276
Change in fair value of
available-for-sale assets - - - (500) - (500)
Revenue/expenses recognised
directly in equity - 215 - 1,776 - 1,991
Current period loss - - - - (17,970) (17,970)
Total recognised income and
expense - 215 - 1,776 (17,970) (15,979)
Balance as at 30 June 2009 62,637 3,368 - (1,032) (33,669) 31,304

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

limited
ABN 90 008 787 988

Statement of Changes in Equity
For the financial year ended 30 June 2009

Company
Share
Based

Share Payment Fair Value  Accumulated

Capital reserve Reserve Losses Total

$'000 $'000 $'000 $'000 $'000
Balance as at 1 July 2007 43,119 2,700 - (6,332) 39,487
Share option expense - 453 - - 453
Change in fair value - available
for sale assets - - (2,277) - (2,277)
Revenue/expenses recognised
directly in equity - 453 (2,277) - (1,824)
Current period loss - - - (9,367) (9,367)
Total recognised income and
expense - 453 (2,277) (9,367) (11,191)
Transactions with equity
holders in their capacity as
equity holders
Issue of ordinary shares 20,593 - - - 20,593
Cost of share issue (1,075) - - - (1,075)
Reclassification of associated
asset as available-for-sale - - (732) - (732)
Recognition of deferred tax
liability associated with
available-for-sale asset - - 201 - 201
Balance as at 30 June 2008 62,637 3,153 (2,808) (15,699) 47,283
Share option expense - 215 - - 215
Impairment of available-for-
sale assets transferred to the
income statement - - 2,276 - 2,276
Change in fair value of
available-for-sale assets - - (500) - (500)
Revenue/expenses recognised
directly in equity - 215 1,776 - 1,991
Current period loss - - - (17,970) (17,970)
Total recognised income and
expense - 215 1,776 (17,970) (15,979)
Balance as at 30 June 2009 62,637 3,368 (1,032) (33,669) 31,304

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 of 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 Accounting Standards, other
authoritative pronouncements of the Australian Accounting Standards Board, Australian Accounting Interpretations and
the Corporations Act 2001.

Compliance with International Financial Reporting Standards

Australian Accounting Standards include Australian equivalents to International Financial Reporting Standards (AIFRS).
Compliance with AIFRS ensures that the financial report of Aurora Oil & Gas Limited complies with International
Financial Reporting Standards (IFRS).

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.

Critical accounting estimates and significant judgements

The preparation of financial statements in conformity with AIFRS requires the use of certain critical accounting
estimates. It also requires management to exercise its judgement in the process of applying the Group’s accounting
policies. The areas involving a higher degree of judgement or complexity, or areas where assumptions and estimates
are significant to the financial statements are disclosed in note 2.

(b) Principles of consolidation

(i) Subsidiaries

The consolidated financial statements incorporate the assets and liabilities of Aurora Oil & Gas Limited and its
subsidiaries as at 30 June 2009 and the financial performance of the Company and its subsidiaries for the year then
ended.

Subsidiaries are all those entities (including special purpose entities) over which the group has the power to govern the
financial and operating policies, generally accompanying a shareholding of more than one-half of the voting rights. The
existence and effect of potential voting rights that are currently exercisable or convertible are considered when
assessing whether the Company controls another entity.

Subsidiaries are consolidated from the date on which control is transferred to the Company. They are de-consolidated
from the date that control ceases.

The purchase method of accounting is used to account for the acquisition of subsidiaries by the Group.

Intercompany transactions, balances and unrealised gains on transaction between Group entities are eliminated.
Unrealised losses are eliminated unless the transaction provides evidence of the impairment of the assets transferred.
Accounting policies of subsidiaries have been changed where necessary to ensure consistency with the policies
adopted by the Consolidated Entity.

Investments in subsidiaries are accounted for at cost in the individual financial statements of the Company.

(i) Associates

Associates are all entities over which the Group has significant influence, but not control, generally accompanying a
shareholding of between 20% and 50% of the voting rights. Investments in associates are accounted for in the
Company’s financial statements using the cost method and in the consolidated financial statements using the equity
method of accounting, after initially being recognised at cost. The Group’s investment in associates includes goodwill
(net of any accumulated impairment loss) identified on acquisition.

When the Group’s share of losses in an associate equals or exceeds its interest in the associate, including any other

unsecured long-term receivables, the Group does not recognise further losses, unless it has incurred obligations or
made payments on behalf of the associate.
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Notes to the Financial Statements

1. Summary of significant accounting policies (cont’d)

Unrealised gains on transactions between the Group and its associates are eliminated to the extent of the Group’s
interest in the associates. Unrealised losses are also eliminated unless the transaction provides evidence of an
impairment of the asset transferred. Accounting policies of associates have been changed where necessary to ensure
consistency with the policies adopted by the Group.

(iii) Joint ventures
The Group’s proportionate interests in the assets, liabilities and expenses of a joint venture activity have been
incorporated in the financial statements under the appropriate headings. Details of joint ventures are set out in note 22.

(c) Segmentreporting

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 which are provided within a particular economic environment are subject to risks
and returns that are different from those of segments operating in other geographic areas.

(d) Foreign currency translation

(i) Functional and presentation currency

Items in the financial statements of each of the Group’s entities are measured using the currency of the primary
economic environment in which the entity operates (“the functional currency”). The consolidated financial statements
are presented in Australian dollars, which is the Company’s functional and presentation currency.

(i) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the date
of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and from the
translation at year-end exchange rates of monetary assets and liabilities denominated in foreign currencies are
recognised in the income statement, except when they are deferred in equity as qualifying cash flow hedges and
qualifying net investment hedges or are attributable to part of the net investment in a foreign operation.

(e) Revenue recognition

(i) Oil and Gas Sales

Revenue from the sale of hydrocarbons is recognised when the Consolidated Entity has transferred to the buyer the
significant risks and rewards of ownership of the goods. Generally this will occur when the hydrocarbons are transferred
into a third party’s “sales pipeline”.

(i) Other 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.

(iii) Service income
Revenue from the provision of services is recognised when the Consolidated Entity has a legally enforceable right to
receive payment for services rendered.

(f) Income tax

The income tax expense (benefit) for the period is the tax payable on the current period’s taxable income (loss) based
on the applicable income tax rate for each jurisdiction adjusted by changes in deferred tax assets and liabilities
attributable to temporary differences and to unused tax losses.

Deferred income tax is provided in full, using the liability method, on temporary differences arising between the tax
bases of assets and liabilities and their carrying amounts in the consolidated financial statements. However, the
deferred income tax is not accounted for if it arises from initial recognition of an asset or liability in a transaction other
than a business combination that at the time of the transaction affects neither accounting nor taxable profit or loss.
Deferred income tax is determined using tax rates (and laws) that have been enacted or substantially enacted at the
reporting date and are expected to apply when the related deferred income tax assets is realised or the deferred
income tax liability is settled.

Deferred tax assets are recognised for deductible temporary differences and unused tax losses only if it is probable that
future taxable amounts will be available to utilise those temporary differences and losses.
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Notes to the Financial Statements
1. Summary of significant accounting policies (cont’d)

Deferred tax liabilities and assets are not recognised for temporary differences between the carrying amount and tax
bases of investments in controlled entities where the Parent Entity is able to control the timing of the reversal of the
temporary differences and it is probable that the differences will not reverse in the foreseeable future.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets and
liabilities and when the deferred tax balances relate to the same taxation authority. Current tax assets and tax liabilities
are offset where the entity has a legally enforceable right to offset and intends either to settle on a net basis or to realise
the asset and settle the liability simultaneously.

Current and deferred tax balances attributable to amounts recognised directly in equity are also recognised directly in
equity.

(g) Impairment of assets

Assets are tested for impairment whenever events or changes in circumstances indicate that the carrying amount may
not be recoverable. An impairment loss is recognised for the amount by which the asset’s carrying amount exceeds its
recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs to sell and value in use.
For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately
identifiable cash inflows which are largely independent of the cash inflows from other assets or groups of assets (cash-
generating units). Non-financial assets, other than goodwill, which have been previously impairment, are reviewed for
possible reversal of the impairment at each reporting date.

(h) Cash and cash equivalents

For cash flow statement presentation purposes, cash and cash equivalents includes cash on hand, deposits held at call
with financial institutions and other short-term highly liquid investments with original maturities of three months or less.

(i) Financial assets

Classification

The Group classifies its financial assets in the following categories: ‘available-for-sale’ financial assets, and ‘loans and
receivables’. The classification depends on the purpose for which the financial assets were acquired. Management
determines the classification of its financial assets at initial recognition.

(i) Trade and other receivables

Trade and other receivables are recognised initially at fair value and subsequently measured at amortised cost using
the effective interest rate method, less provision for impairment. Trade receivables are generally due for settlement
within 30 days.

(i) Available-for-sale financial assets

Available-for-sale financial assets, comprising principally marketable equity securities, are non-derivatives that are
either designated in this category or not classified in any of the other categories. They are included in non-current
assets unless management intends to dispose of the investment within 12 months of the reporting date. Investments
are designated as available-for-sale if they do not have fixed maturities and fixed or determinable payments and
management intends to hold them for the medium to long term.

Recognition and de-recognition

Regular purchases and sales of financial assets are recognised on trade date — the date on which the Group commits
to purchase or sell the asset. Investments are initially recognised at fair value plus transaction costs for all financial
assets not carried at fair value through profit or loss. Financial assets are derecognised when the rights to receive cash
flows from the financial assets have expired or have been transferred and the Group has transferred substantially all
the risks and rewards of ownership.
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Notes to the Financial Statements

1. Summary of significant accounting policies (cont’d)

When securities classified as available-for-sale are sold, the accumulated fair value adjustments recognised in equity
are included in the income statement as gains and losses from investment securities.

Subsequent measurement
Loans and receivables are carried at amortised cost less impairment using the effective interest method.

Available-for-sale financial assets are subsequently carried at fair value. Any changes in fair value are recognised
directly in equity reserves unless there has been a significant or prolonged decline in value which indicates that the
asset is impaired, in which case the decrease in fair value is recognised directly in the income statement.

Details on how the fair value of financial instruments is determined are disclosed in note 2.

Impairment

The Group assesses at each balance date whether there is objective evidence that a financial asset or group of
financial assets is impaired. In the case of equity securities classified as available-for-sale, a significant or prolonged
decline in the fair value of a security below its cost is considered as an indicator that the securities are impaired. If any
such evidence exists for available-for-sale financial assets, the cumulative loss, measured as the difference between
the acquisition cost and the current fair value, less any impairment loss on that financial asset previously recognised in
profit or loss, is removed from equity and recognised in the income statement. Impairment losses recognised in the
income statement on equity instruments classified as available-for-sale are not reversed through the income statement.

(j) Property, plant and equipment (other than oil & gas properties)

Property, plant and equipment is 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. Depreciation is calculated on a straight line basis so as to
write down the net cost or fair value of each asset over its expected useful life to its estimated residual value.

The estimated useful lives, residual values and depreciation method are 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 5-15years

(k) Non-operator interests in oil & gas properties

Exploration & evaluation expenditure
The Group’s accounting policy for the cost of exploring and of evaluating discoveries is based on the successful efforts
method of accounting.

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 well commences producing commercial quantities of oil and gas, capitalised exploration and evaluation costs
are transferred to Oil & Gas Properties — Producing Projects and amortisation commences.

This method allows the costs associated with the acquisition, exploration and evaluation of a prospect to be aggregated
on the balance sheet and matched against the benefits derived from commercial production once this commences.

Costs

Exploration and evaluation expenditure is accounted for in accordance with the area of interest method. Exploration
lease acquisition costs relating to greenfield 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 lease or the expected life of the project.
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Notes to the Financial Statements

1. Summary of significant accounting policies (cont’d)

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 relates to an area of interest that, at balance date, no assessment of the existence or
otherwise of economically recoverable reserves has been made; or

e  Where there exists an economically recoverable reserve, and it is expected that the capitalised expenditure
will be recouped through successful exploitation of the area of interest, or alternatively, by its sale.

Areas of Interest are recognised at field level. Subsequent to the recognition of an area of interest, all further costs
relating to the area of interest are initially capitalised. Each area of interest is reviewed at least bi-annually to determine
whether economic quantities of reserves exist or whether further exploration and evaluation work is required to support
the continued carry forward of capitalised costs. To the extent it is considered that the relevant expenditure will not be
recovered, it is written off.

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. To the extent that it is
considered that the relevant expenditure will not be recovered, it is immediately expensed.

Transfer of capitalised exploration and evaluation expenditure to producing projects (oil and gas properties)
When a well comes into commercial production, accumulated exploration and evaluation expenditure for the relevant
area of interest is transferred to producing projects and amortised on a units of production basis.

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 and/or Development Projects.

Where these contributions relate to a prepayment for well completion, these costs are capitalised as prepaid completion
costs within exploration and evaluation.

As the operator notifies the Company as to how funds have been expended, the costs are reclassified from prepaid
costs to the appropriate expenditure category.

Amortisation and depreciation of producing projects

The Consolidated Entity uses the “units of production” (“UOP”) approach when amortising and depreciating field-
specific assets. Using this method of amortisation and depreciation requires the Consolidated Entity to compare the
actual volume of production to the reserves and then to apply the rate of depletion to the carrying value of depreciable
asset.

Capitalised exploration and evaluation costs relating to commercially producing wells are depreciated/amortised using
the UOP basis once commercial quantities are being produced within an area of interest. The reserves used in these
calculations are reviewed at least annually.

Future restoration costs
The Consolidated Entity’s aim is to avoid or minimise environmental impact resulting from its operations.

Provision is made in the balance sheet 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 unit of production basis during the production phase of the project.

Work scope and cost estimates for restoration are reviewed annually and adjusted to reflect the expected cost of
restoration.
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limited
Notes to the Financial Statements

1. Summary of significant accounting policies (cont’d)

Restoration 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.

(I) 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. They are initially recognised at fair value and
subsequently at amortised cost using the effective interest rate method.

(m) Employee benefits

Provision is made for benefits accruing to employees in respect of employee entitlements 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 entitlements 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.

(n) Provisions

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

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 cash flows estimated to settle the present obligation, its carrying amount is the present value of
those cash flows.

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.

(o) Borrowings

Borrowings are initially recognised at fair value net of transaction costs incurred. Borrowings are subsequently
measured at amortised cost. Borrowings are classified as current liabilities unless the Consolidated Entity has an
unconditional right to deferred settlement for at least 12 months after the reporting date. Costs incurred in establishing
borrowings are expensed immediately.

(p) Contributed equity

Ordinary shares are classified as equity.

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, e.g. 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 (cont’d)
(q) Borrowing costs

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

(r) Good and services tax

Revenues, expenses and assets are recognised net of the amount of goods and services tax (GST), except:

e 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

o 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.

(s) Earnings per share

(i) Basic earnings per share

Basic earnings per share is calculated by dividing the profit (or loss) 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.

(i) 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.

(t) Share-based payments

The Group provides benefits to its employees and consultants (including key management personnel) in the form of
share-based payments, whereby services are rendered partly or wholly in exchange for shares or rights over shares.
These benefits are awarded at the discretion of the board, or following approval by shareholders (equity-settled
transactions).

The costs of these equity-settled transactions are measured by reference to the fair value of the equity instruments at
the date on which they are granted. The fair value is determined using a Binomial model, further details of which are
disclosed in note 20.

The costs of these equity-settled transactions is recognised, together with a corresponding increase in equity, over the
period in which the performance and / or service conditions are fulfilled (the vesting period), ending on the date on
which the relevant employees become fully entitled to the equity instrument (vesting date).

At each subsequent reporting date until vesting, the cumulative charge to the income statement is the product of (i) the
fair value at grant date of the award; (ii) the current best estimate of the number of equity instruments that will vest,
taking into account such factors as the likelihood of employee turnover during the vesting period and the likelihood of
non-market performance conditions being met and (iii) the expired portion of the vesting period.

The charge to the income statement for the period is the cumulative amount as calculated above less the amounts
already charged in previous periods. There is a corresponding credit to equity.

Until an equity instrument has vested, any amounts recorded are contingent and will be adjusted if more or fewer equity
instruments vest than were originally anticipated to do so. Any equity instrument subject to a market condition is
considered to vest irrespective of whether or not that market condition is fulfilled, provided that all other conditions are
satisfied.
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1. Summary of significant accounting policies (cont’d)

If the terms of an equity-settled award are modified, as a minimum, an expense is recognised as if the terms had not
been modified. An additional expense is recognised for any modification that increases the total fair value of the share
based payment arrangement, or is otherwise beneficial to the recipient of the award, as measured at the date of
modification.

If an equity-settled transaction is cancelled (other than a grant cancelled by forfeiture when the vesting conditions are
not satisfied), it is treated as if it had vested on the date of cancellation, and any expense not yet recognised for the
award is recognised immediately. However, if a new equity instrument is substituted for the cancelled award and
designated as a replacement award on the date that it is granted, the cancelled and new equity instrument are treated
as if they were a modification of the original award, as described in the preceding paragraph.

The dilutive effect, if any, of outstanding options is reflected as additional share dilution in the computation of diluted
earnings per share (see note 21).

(u) 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.

(v)New accounting standards and interpretations

The Group has chosen not to early-adopt any accounting standards that have been issued, but are not yet effective.
Set out below is a summary of issued accounting standards, relevant to the Company, which are not yet effective and a
description of their expected effect on the Group’s financial report (if any).

AASB 3: Business Combinations, AASB 127: Consolidated and Separate Financial Statements, AASB 2008-3:
Amendments to Australian Accounting Standards arising from AASB 3 and AASB 127 (applicable for annual reporting
periods commencing from 1 July 2009) and AASB 2008-7: Amendments to Australian Accounting Standards — Cost of
an Investment in a Subsidiary, Jointly Controlled Entity or Associate [AASB 1, AASB 118, AASB 121, AASB 127 &
AASB 136] (applicable for annual reporting periods commencing from 1 January 2009). These standards are applicable
prospectively and so will only affect relevant transactions and consolidations occurring from the date of application. In
this regard, its impact on the Group will be unable to be determined at this time.

AASB 101: Presentation of Financial Statements, AASB 2007-8: Amendments to Australian Accounting Standards
arising from AASB 101, and AASB 2007-10: Further Amendments to Australian Accounting Standards arising from
AASB 101 (all applicable to annual reporting periods commencing from 1 January 2009). The revised AASB 101 and
amendments supersede the previous AASB 101 and redefines the composition of financial statements including the
inclusion of a statement of comprehensive income. No material measurement or recognition impact on the Group is
envisaged.

AASB 8: Operating Segments and AASB 2007-3: Amendments to Australian Accounting Standards arising from AASB
8 (applicable for annual reporting periods commencing from 1 January 2009). AASB 8 replaces AASB 114 and requires
identification of operating segments on the basis of internal reports that are regularly reviewed by the Group’s Board for
the purposes of decision making. The impact of this standard is not expected to identify any further potential segments.

2. 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.

(a) 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:
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2. Critical accounting estimates & judgements (cont’d)

(i) Functional currency of US-based subsidiary operations

As the primary indicators for selecting functional currency are mixed, management has determined that as the
Company’s operations are primarily funded by Australian dollar (“$A”) denominated equity contributions, the functional
currency of all members of the Group is $A, not withstanding that the US operations also conduct significant United
States dollar ($US) denominated transactions.

(i) Exploration and evaluation expenditure (Oil & Gas Properties)

The Group’s accounting policy for exploration and evaluation is set out at Note 1(k). 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. When deciding to reclassify exploration and evaluation
costs as production assets, and commence amortising the cost of this asset, management is required to make a
judgement as to when commercial production occurs. When making this decision management considers the amount of
hydrocarbons being produced as well as the estimated reserve and production profile of the relevant well. As at 30 June
2009 the carrying amount of Oil & Gas Properties is $24,562,716 (2008: $29,016,769).

(iii) Deferred tax assets

The Consolidated Entity 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 Consolidated Entity’s interests in jointly controlled oil & gas operations are held through the
Company's wholly-owned US entities (note 10 (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

(i) must use either the cost or percentage depletion method, whichever yields the largest tax deduction, when
calculating applicable tax deductions in relation to the entities economic interest in it oil and gas properties.

The election to expense IDC applies to all expenditures incident to and necessary for the drilling of wells and the
preparation of wells for the production of oil or gas. Once the election to expense IDC is made, the election is binding
upon the taxpayer for the first taxable year for which it is effective and for all subsequent taxable years.

At balance date a determination had not been made as to whether the cost or percentage depletion method would
apply for the current years US income tax calculation. The directors have not recognised or disclosed a deferred tax
asset or liability in respect of this potential difference in the tax base of these properties as they do not believe it is
capable of being reliably estimated at balance date.

(iv) Available- for-sale financial assets

The group holds an investment in shares classified as available for sale. When deciding on the treatment of any
change in fair value of the asset, assumptions are required as to the cause of the change and a judgement is required
to determine if the change in fair value is due to short term market fluctuations or an impairment of the asset. Where
there is evidence that a decrease in fair value is due to a longer term decline in the value of the asset, the change is
recognised in the income statement immediately, otherwise the change is recognised in the fair value adjustment
reserve.

Not withstanding the fall in value of the available-for-sale asset during the current reporting period, the directors expect
the value of this asset to increase above cost in the foreseeable future.

(a) 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 Binomial
model, using the assumptions detailed in note 19.
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2. Critical accounting estimates & judgements (cont’'d)

Rehabilitation and decommissioning obligations

The Group estimates its share of the future removal and remediation costs of oil and gas 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(0). As at 30 June 2009
rehabilitation obligations have a carrying value of $933,000 (2008: $933,000).

Amortisation and depreciation

In relation to the amortisation of capitalised exploration and evaluation expenditure and the depreciation of property plant
and equipment related to producing oil and gas properties, the Consolidated Entity uses a unit of production

reserve depletion model to calculate amortisation and depreciation. This method of amortisation and depreciation
necessitates the estimation of the oil and gas reserves over which the carrying value of the relevant assets will be
expensed to the income statement. The calculation of oil and gas reserves is extremely complex and requires
management to make judgements about commodity prices, future production costs and geological structures. The nature
of reserve estimation is such that reserves are not intended to be 100% accurate but rather provide a statistically
probable outcome in relation to the economically recoverable reserve. As the actual reserve can only be accurately
determined once production has ceased, amortisation and depreciation expensed during the production may not on a
year to year basis accurately reflect the actual percentage of reserve depleted. However, over the entire life of the
producing assets all capitalised costs will be expensed to the income statement when production ceases.

Impairment of assets

In the absence of readily available market prices, the recoverable amounts of assets are determined by discounting the
expected future net cash flows from production and comparing these to the carrying value of the relevant asset or group
of assets to determine the asset's net present value. The calculation of net present value is based on assumptions
concerning discount rates, reserves, future production profiles, commodity prices and costs. As at 30 June 2009, the
carrying value of Oil & Gas Properties is $24,562,716 (2008: $29,015,769).

3. Segment information

The Group operates in one geographical and business segment, being oil & gas exploration and production in the United
States of America. The Group’s management and administration offices are located in Australia.

4. Revenue
Consolidated Company
2009 2008 2009 2008
$'000 $000 $'000 $'000
Continuing operations
Sales revenue
Oil and gas sales 1,224 1,280 - -
Services - - 155 626
1,224 1,280 155 626
Other revenue
Interest 439 920 438 914
1,663 2,200 593 1,540
5. Other income
Consolidated Company
2009 2008 2009 2008
$'000 $'000 $'000 $'000
Net gain on deemed disposal of equity-
accounted associate (i) - 2,004 - 1,686
Net foreign exchange gains 2,178 61 - -
Other income 4 - - -
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2,182 2,065 - 1,686

5. Other income (cont’d)
(i) Net gain on deemed disposal of equity-accounted associate

Following the disposal of Aurora’s wholly-owned subsidiary, Cottesloe Oil & Gas, Inc., during the year to 30 June 2007,
and the achievement of certain performance-related milestones, Aurora received total consideration of 20,000,000 fully
paid ordinary shares in ASX Listed Gawler Resources Ltd (“Gawler”). Under the terms of the transaction, Aurora also
subscribed for 20,000,000 listed options to acquire shares in Gawler at $0.20 per share on or before 31 March 2009 at a
subscription price of $0.01 per option. As a result of this transaction, as at 30 June 2007, Aurora was Gawler’s largest
shareholder, with 24% of its share capital and was required to account for its investment as an equity-accounted
associate in accordance with AASB 128 Investments in Associates.

On 19 November 2007, Gawler's share and option holders, including Aurora, voted in favour of a merger by Schemes of
Arrangement with Elixir Petroleum Limited (“Elixir”), an Australian company dual-listed on both the ASX and AIM markets.
Federal court approval of the merger was obtained on 25 October 2007 and Gawler was suspended from quotation on
the ASX on 26 October 2007 pending the completion of the merger arrangements. Scheme consideration, being shares
and options in Elixir, was issued to Gawler security holders (including Aurora) on 13 November 2007 and the new shares
in Elixir were admitted to trading on the ASX and AIM on 14 November 2007. Under the terms of the Schemes, Aurora
received 20,000,000 fully paid Elixir shares, and 4,000,000 unlisted options to acquire shares, exercisable at $0.001 per
share on or before 5 February 2008.

Once the scheme became effective, the shares held by Aurora represented less than 20% of the share capital of Elixir
and Aurora was therefore deemed to have made a disposal of an equity-accounted associate once it ceased to control
more than 20% of Elixir's voting rights. The Elixir securities received (at their fair market value at the time of transfer)
were then classified as an available for sale financial asset.

Net Gain on deemed disposal has been calculated as follows:

No. of Fair value

securities Per security $'000
Consideration received
Shares in Elixir 20,000,000 $0.365 7,300
Options in Elixir (exercisable at $0.001) 4,000,000 $0.364 1,456
Carrying value of equity-accounted associate at date of disposal (6,752)
Net gain on disposal 2,004

Between the date of deemed disposal and year-end, Aurora exercised all its options in Elixir for total consideration of
$4,000. Aurora as at the date of this report owns 24,000,000 ordinary shares in Elixir.

6. Expenses

Loss before income tax is arrived at after deducting the following expenses:

Consolidated Company
2009 2008 2009 2008
$'000 $'000 $'000 $'000
Amortisation of oil & gas properties 4,943 2,392 - -
Borrowing costs 160 113 - 1
Share-based payment expense 215 453 215 453

32



AU oil & gos

limitred

Notes to the Financial Statements

7. Income tax

(@ Income tax charge

Current tax
Deferred tax

A reconciliation between tax expense and prima facie tax payable is as follows:

Accounting loss before tax

Tax at the Australian statutory income tax
rate of 30% (2008: 30%)

Tax effect of amounts which are not deductible (taxable) in

calculating taxable income
Add tax effect of:
Impairment of investment in controlled
entities
Share-based payment expense
Other non-allowable items
Revenue losses not recognised
Overseas revenue losses not
recognised

Less tax effect of:

Accounting profit on deemed disposal
of associate

Revenue gains not recognised

Other

Income tax (benefit) / expense

(b) Deferred tax liabilities

Arising from temporary differences
attributable to:

Available-for-sale financial assets

Oil & gas properties

Other

Total deferred tax liabilities

Less set off of deferred tax assets under
set-off provisions (c)

Amounts recognised in equity

Consolidated Company
2009 2008 2009 2008
$'000 $'000 $'000 $'000
(17,970) (10,099) (17,970) (9,367)
(5,391) (3,030) (5,391) (2,810)
- - 3,001 3,114
64 136 64 136
- 1 151 1
5,866 3,672 2,211 243
53 - 55 -
- (601) - (506)
(502) (178) - (178)
(90) - (91) -
Consolidated Company
2009 2008 2009 2008
$000 $000 $000 $000
(473) (1,677) (473) (2,677)
(7,369) (542) - N
1) (18) - (18)
(7,843) (2,237) (473) (1,695)
7,843 1,706 473 1,164
- (531) - (531)
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Consolidated Company
2009 2008 2009 2008
$'000 $'000 $'000 $'000
(c) Deferred Tax Assets
Arising from temporary differences
attributable to:
Tax losses™ 8,340 4,608 346 269
Borrowing costs - 82 - 82
Other 291 569 11 569
Share issue expenses 175 244 175 244
Total deferred tax assets 8,806 5,503 532 1,164
Less set off of deferred tax liabilities under
set-off provisions (b) (7,843) (1,706) (473) (1,164)
963 3,797 59 -
Deferred tax assets not brought to account (963) (3,797) (59) -

(1) The deferred tax assets arising from accumulated tax losses for US taxpaying entities have been calculated at marginal tax rate of
30%.

. Cash and cash equivalents

Consolidated Company
2009 2008 2009 2008
$'000 $'000 $'000 $'000
Cash at bank and in hand 766 1,248 290 534
Deposits at call 10,107 12,285 10,107 12,285
10,873 13,533 10,397 12,819

(@) Cash at bank and on hand

Funds held at bank bear interest at market rate (floating), the Group and Company’s exposure to interest rate risk is
discussed in Note 26.

(b) Deposit at call
The deposits bear interest at 2.3% floating rate (2008: 6.5%).

(c) Interest rate risk exposure

The Group’s and the parent entity’s exposure to interest rate risk is discussed in note 26.

. Trade and other receivables

Consolidated Company
2009 2008 2009 2008
$'000 $'000 $'000 $'000
Trade receivables 110 435 12 61

(@) Impaired trade receivables

No Group trade receivables were past due or impaired as at 30 June 2009 (2008: nil) and there is no indication that
amounts recognised as trade and other receivables will not be recovered in the normal course of business.
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10. Other financial assets

Consolidated Company
2009 2008 2009 2008
$'000 $'000 $'000 $'000
Non-current
Investments in subsidiaries at cost - - 45,797 45,074
Allowance for impairment - - (26,005) (16,733)
Available-for-sale financial assets 1,440 6,484 1,440 6,484
1,440 6,484 21,232 34,825

As at 30 June 2009, Aurora held 24,000,000 fully paid ordinary shares in Elixir Petroleum Ltd, representing
approximately 12.70% of its total issued capital. The market value of these securities at 30 June 2009 was $1,440,000
(2008: $6,484,000). Included in the fair value reserve is $1,032,000 (2008: $2,808,000) which represents the decline in
the fair value of the available-for-sale assets which management has determined to be short term in nature. Any
amount that is recognised in the fair value reserve that is subsequently deemed to represent an impairment of the
available-for-sale investments is immediately transferred to the income statement.

At balance date amounts receivable from controlled entities totalled $45,795,635 (at cost) (2008: $45,073,812). The
transactions were made interest free with no fixed terms for repayment. Following 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 2009 consisted of:

(i)  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 amounts
advanced by Aurora Oil & Gas Limited.

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

Consolidated Company

2009 2008 2009 2008

$'000 $'000 $'000 $'000
Sale of goods and services
Management fees & recharges
to subsidiaries - - 155 626
Loans to subsidiaries
Beginning of the year - - 45,074 34,256
Loans advanced - - 568 10,192
End of year - - 45,797 45,074
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10. Other financial assets
(b) Investments in Controlled Entities

Name of Entity Country of Class of Equity Holding
Incorporation Shares

2009 2008
% %

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 100 100
Meelup Oil & Gas General LLC USA Ordinary 100 100
Meelup Oil & Gas Limited LLC USA Ordinary 100 100
Meelup Oil & Gas LP USA Ordinary 100 100
Mullaloo Oil & Gas Inc USA Ordinary 100 100
Mullaloo Oil & Gas General LLC USA Ordinary 100 100
Mullaloo Oil & Gas Limited LLC USA Ordinary 100 100
Mullaloo Oil & Gas LP USA Ordinary 100 100
Yallingup Oil & Gas Inc USA Ordinary 100 100
Yallingup Oil & Gas General LLC USA Ordinary 100 100
Yallingup Oil & Gas Limited LLC USA Ordinary 100 100
Yallingup Oil & Gas LP USA Ordinary 100 100
Trigg Oil & Gas Inc USA Ordinary 100 100
Trigg Oil & Gas General LLC USA Ordinary 100 100
Trigg Oil & Gas Limited LLC USA Ordinary 100 100
Trigg Oil & Gas LP USA Ordinary 100 100

(c) Ultimate Parent Company

Aurora Oil & Gas Limited, a listed public company incorporated and domiciled in Australia is the Ultimate Holding
Company of the Consolidated Entity.
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11. Property, plant & equipment

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

2009 2008 2009 2008
$'000 $'000 $'000 $'000
Plant and Equipment
Opening balance - 1 - 1
Additions - - - -
Disposals - 1) - 1)
Depreciation expense - - - -
Total plant & equipment - - - -
12. OQil & gas properties
Consolidated Company
2009 2008 2009 2008
$'000 $'000 $'000 $'000
Producing projects
At cost 13,165 12,943 - -
Accumulated amortisation (11,155) (6,213) - -
Net carrying value 2,010 6,730 - -
Exploration & evaluation projects
At cost 29,550 22,286 - -
Written off (6,997) - - -
Net carrying value 22,553 22,286 - -
Total 24,563 29,016 - -
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A reconciliation of movements in Oil & Gas Properties during the year is as follows:

Prepaid
Drilling,
Completion
and Lease
Intangible Acquisition
Tangible Costs Costs Costs Total
$'000 $'000 $'000 $'000
Producing projects
Cost
At 1 July 2008 2,294 9,716 - 12,010
Additions 71 151 - 222
At 30 June 2009 2,365 9,867 - 12,232
Provision for future restoration costs
At 1 July 2008 186 747 - 933
Additions - - - -
At 30 June 2009 186 747 - 933
Accumulated amortisation
At 1 July 2008 (2,108) (4,105) - (6,213)
Charge for the Year (122) (4,820) - (4,942)
At 30 June 2009 (2,230) (8,925) - (11,155)
Net carrying value
At 1 July 2008 372 6,358 - 6,730
At 30 June 2009 321 1,689 - 2,010
Exploration & evaluation projects
Cost
At 1 July 2008 1,075 17,639 3,572 22,286
Additions 1,111 9,094 - 10,205
Written off (1,220) (5,777) - (6,997)
Net movement in prepaid
costs - - (2,941) (2,941)
At 30 June 2009 966 20,956 631 22,553

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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13. Trade and other payables

14.

15.

16.

Consolidated Company
2009 2008 2009 2008
$'000 $'000 $'000 $'000
Trade payables 709 721 337 623

Trade and other payable are normally settled within 30 days. Information about the Group’s and the Company’s
exposure to foreign exchange risk on financial instruments is provided in note 26. All amount recognised as trade and
other payable are expected to be settled within the next 12 months.

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 2(b) and 1(I). There has been no movement during the year.

Loans payable

Long-term loan 4,040 - - -

Corpus Christi Inc, a wholly owned subsidiary of the Company has a project loan facility totalling $US10,000,000. The
facility is secured by a fixed and floating charge over the assets of Aurora and the Group’s interest in the Flour Bluff oil
and gas project. The loan has a maturity date of 30 June 2013. At 30 June 2009 the remaining loan term was 4 years
(2008: 5 years). The drawn down amount of the loan is subject to variable interest rates.

Contributed capital

Parent & Group Parent & Group
2009 2008 2009 2008
Shares Shares $'000 $'000
Share capital
Ordinary shares 202,474,962 202,474,962 62,637 62,637

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
Balance 30 June 2007 162,492,417 43,119
Placement 30-Jul-07 20,000,000 $ 053 10,600
Option exercise 8-Aug-07 115,000 $ 0.20 23
Option exercise 21-Sep-07 460,000 $ 0.20 92
Rights issue 7-Nov-07 2,780,913 $ 053 1,474
Placement 7-Nov-07 15,426,632 $ 0.53 8,176
Option exercise 25-Feb-08 1,200,000 $ 0.19 228
Share issue costs (1,075)
Balance 30 June 2008 202,474,962 62,637
Balance 30 June 2009 202,474,962 62,637
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17. Reserves and accumulated losses

Consolidated Company
2009 2009 2009 2008
$'000 $'000 $'000 $'000
(a) Share-based payment reserve
Balance 30 June 3,368 3,153 3,368 3,153
(b) Fair value reserve
Balance 30 June (1,032) (2,808) (1,032) (2,808)
(c) Accumulated losses
Balance 30 June (33,669) (15,699) (33,669) (15,699)

The share-based payment reserve is used to record the fair value of share-based payments. When securities related to
the amount recognised in the share-based payment reserve are exercised the value of those securities is transferred to
contributed equity.

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.

The fair value reserve is used to record changes in the fair value of available-for-sale financial assets.
18. Options

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

2009 2008 Exercise Expiry
Number Number Price

Type 1 AUTAO 8,000,000 8,000,000 $0.19 22-Feb-10
Type 2 AUTAK 4,285,714 4,285,714 $0.24 28-Apr-10
Type 3 AUTAK 2,185,000 2,185,000 $0.19 28-Apr-10
Type 4 AUTAM 805,000 805,000 $0.19 28-Apr-10
Type 5 AUTAM 1,000,000 1,000,000 $0.29 28-Apr-10
Type 6 AUTAM 1,833,000 1,833,000 $0.29 28-Apr-10
Type 8 AUTAQ 500,000 500,000 $0.50 30-Mar-11
Type 10 AUTAU - 3,000,000 $0.69 31-Jan-09
Type 11 AUTAW 500,000 500,000 $0.60 30-Sep-10
Type 12 AUTAW 500,000 500,000 $0.70 30-Sep-10
Type 13 AUTAW 500,000 500,000 $0.60 30-Sep-10
Type 14 AUTAW 500,000 500,000 $0.70 30-Sep-10
Type 15 AUTAS 250,000 - $0.60 31-Dec-10
Type 16  AUTAM 500,000 - $0.70 31-Dec-11
Type 17  AUTAW 25,000 - $0.53 30-Sep-10
Total 21,383,714 23,608,714
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18. Options (cont’d)

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.

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

Date Number
At 1 July 2007 24,383,714
Granted during the year
9-Oct-07 Type 11 AUTAY 500,000
9-Oct-07 Type 12 AUTAY 500,000
21-Dec-07 Type 13 AUTAW 500,000
21-Dec-07 Type 14 AUTAW 500,000
Exercised during the year
8-Aug-07 Type 3 AUTAK (115,000)
21-Sep-07 Type 3 AUTAK (460,000)
25-Feb-08 Type 7 AUTAM (1,200,000)
Expired during the year
16-Jan-08 Type 9 AUTAS (1,000,000)
At 30 June 2008 23,608,714
Granted during the year
9-Jul-08 Type 15 AUTAS 250,000
9-Jul-08 Type 16 AUTAM 500,000
9-Oct-08 Type 17 AUTAW 25,000
Expired during the year
31-Jan-09 Type 10 AUTAU (3,000,000)
At 30 June 2009 21,383,714

19.Share-based payments

The fair value of options granted (see note above) during the year was calculated using the Binomial 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 $0.09 per option (2008: $0.21). Key inputs to the
model used in the calculation were as follows (see also Directors’ Report):

Type 15 Type 16 Type 17
AUTAS AUTAM AUTAW
Grant date: 9-Jul-08 9-Jul-08 3-Oct-08
2009
Expected price volatility © 65% 65% 65%
Exercise price $0.60 $0.70 $0.53
Expiry dates 31-Dec-10 31-Dec-11 30-Sep-10
Share price at grant date $0.39 $0.39 $0.29
Risk free interest rate” 6.5% 6.5% 7.0%
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Share based payments (cont’d)

Type 11 Type 12 Type 13 Type 14
AUTAW AUTAW AUTAW AUTAW
Grant date: 5-Sep-07 5-Sep-07 21-Dec-07 21-Dec-07

2008
Expected price volatility O 65% 65% 65% 65%
Exercise price $0.60 $0.70 $0.60 $0.70
Expiry dates 30-Sep-10 30-Sep-10 30-Sep-10 30-Sep-10
Share price at grant date $0.65 $0.65 $0.42 $0.42
Risk free interest rate® 6.5% 6.5% 6.5% 6.5%

(i) Expected price volatility was 65% (based on the historical volatility adjusted for any expected changes to future volatility due to publicly available
information).

(ii) Risk free rate of securities with comparable terms to maturity.

Reconciliation of loss after income tax to net cash outflow from operating activities

Consolidated Company

2009 2008 2009 2008

$'000 $'000 $'000 $'000
Loss for the year (17,970) (10,099) (17,970) (10,099)
Add/(less) non-cash items:
Depreciation and amortisation 4,942 2,392 - -
Impairment write down of investment
in controlled entities - - 10,003 11,111
Exploration and evaluation costs
expensed 7,178 8,382 3 -
Impairment — available-for-sale
financial asset 6,288 - 6,288 -
Share of loss of equity-accounted
associate - 267 - -
Share based payment 215 452 215 452
Gain on disposal of subsidiary - (2,004) - (1,746)
Net foreign exchange (gains)/losses (2,178) 366 501 -

Add/(less) items classified as
investment cash flows

Net interest (279) (919) (438) (874)
Change in assets and liabilities during
the financial year

Increase in receivables - - (154) (233)
(Decrease) / increase in payables (198) 165 (286) -

Net cash inflow / (outflow) from
operating activities (2,002) (998) (1,838) (1,389)
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Loss per share

Consolidated

2009 2008
Cents Cents
Basic / diluted loss per share
Loss attributable to the ordinary equity holders of the Company (8.9 (5.2
Loss used in calculation of basic / diluted loss per share $'000 $000
Loss after tax (17,970) (10,099)
Weighted average number of ordinary shares used as the denominator
in calculating basic / diluted loss per share 201,921,752 193,549,857

Options on issue (note 18) 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.

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) 40.3 - 20.15%
North Belridge Oil field, development project (USA) 32.5-16.25%
Sugarloaf Gas/Condensate field, development project (USA) 20%
Ipanema Gas/Condensate prospect, exploration (USA) 100 - 80%
Longhorn Gas/Condensate prospect, exploration (USA) 100 - 50%

* Working Interest denotes the percentage share of costs to be borne by the Group in relation to its interest in projects. The
Working Interest and Net Revenue Interests are subject to varying terms in the relevant agreements for each project.
Pursuant to farmout arrangements announced on 21 September 2009, in return for being free carried for up to 7 new
horizontal wells and the stimulation of the 3 existing wells, Aurora’s working interest in Sugarloaf and Longhorn will be
reduce by a maximum of 50% and 5/8" for the Ipanema AMI. Once drilled by the Farminee, the first well within each of
the Longhorn and Ipanema AMIs will be considered as having met the Aurora’s obligation well commitments within these
areas.

The Working Interest at West Black Lake is 40.3% for the first five wells drilled until payback of costs incurred, thereafter
reducing to 20.15%. The Group has the right to earn a 10% working interest in the remaining project area by paying an
additional $US1 million. The Company has participated in 2 wells.

The Working Interest in North Belridge is 32.5% for the first five wells drilled unit payback of costs incurred, and 24.37%
for the next 5 wells drilled until payback of costs incurred. After the payback of the costs incurred for each set of 5 wells
the Working Interest in each set of wells reverts to 16.25%. The Group has a right to earn a 7.5% Working Interest in the
remaining project area by paying an additional $US 1 million.

The total carrying value of Aurora’s interest in assets held by these projects as at balance date is $24,563,000 (2008:
$29,016,000).
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23. Key management personnel disclosures
(a) The directors of Aurora Oil Gas Limited during the periods being report on were:

Mr. Jonathan Stewart — Executive Chairman
Mr. Graham Dowland — Non-Executive Director
Mr. Michael Blakiston — Non-Executive Director
Mr. Gren Schoch — Non-Executive Director

Mr. lan Lusted — Technical Director

(b) Other key management personnel

Other than the directors and the company secretaries, Mr. David Lim and 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. Mr. Lim commenced as Company Secretary on 5 May 2009, while Mr. Neuling ceased
being Company Secretary on 9 April 2009.

(c) Key management personnel compensation

Consolidated Company
2009 2008 2009 2008
$ $ $ $
Short term benefits 481,101 481,537 481,101 481,537
Post-employment benefits 6,399 2,838 6,399 2,838
Share-based payments - 100,470 - 100,470
487,500 584,845 487,500 584,845

Detailed remuneration disclosures can be found in the section of the Directors Report headed “Remuneration Report”.
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23. Key management personnel disclosures (cont’d)
Equity instrument disclosures relating to Key Management Personnel
(i) 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 Net other the end of Vested and
year compensation Exercised changes year exercisable
2009
Directors of Aurora Oil & Gas Limited
Jonathan Stewart®
Note conversion options 7,200,000 - - - 7,200,000 7,200,000
Incentive options 1,500,000 - - (1,500,000) - -
Subtotal J. Stewart 8,700,000 - - (1,500,000) 7,200,000 7,200,000
Michael Blakiston
Note conversion options 690,000 - - - 690,000 690,000
Incentive options 500,000 - - - 500,000 500,000
Subtotal M. Blakiston 1,190,000 - - - 1,190,000 1,190,000
Graham Dowland
Note conversion options 800,000 - - - 800,000 800,000
Subtotal G. Dowland 800,000 - - - 800,000 800,000
Gren Schoch
Note conversion options 793,651 - - - 793,651 793,651
Incentive options 500,000 - - - 500,000 500,000
Subtotal G. Schoch 1,293,651 - - - 1,293,651 1,293,651
lan Lusted
Incentive options 1,000,000 - - - 1,000,000 1,000,000
Subtotal I. Lusted 1,000,000 - - - 1,000,000 1,000,000
Other key management personnel of the Group
David Lim - - - - - -
Alex Neuling®
Incentive options 250,000 - - (250,000) - -

(1) During the year 1,500,000 share options held by Mr. Stewart lapsed.
(2) Mr. Neuling ceased being Company Secretary on 9 April 2009.
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23. Key management personnel disclosures (cont’d)

Balance at
start of the Balance at
year (or when Granted as Net other the end of Vested and

appointed) compensation Exercised changes year exercisable
2008
Directors of Aurora Oil & Gas Limited
Jonathan Stewart
Note conversion
options 7,200,000 - - - 7,200,000 7,200,000
Incentive options 2,200,000 - (700,000) - 1,500,000 1,500,000
Subtotal J. Stewart 9,400,000 - (700,000) - 8,700,000 8,700,000
Michael Blakiston
Note conversion
options 690,000 - - - 690,000 690,000
Incentive options 500,000 - - - 500,000 500,000
Subtotal M.Blakiston 1,190,000 - - - 1,190,000 1,190,000
Graham Dowland
Note conversion
options 800,000 - - - 800,000 800,000
Incentive options 500,000 - (500,000) - - -
Subtotal G. Dowland 1,300,000 - (500,000) - 800,000 800,000
Gren Schoch
Note conversion
options 793,651 - - - 793,651 793,651
Incentive options 500,000 - - - 500,000 500,000
Subtotal G. Schoch 1,293,651 - - - 1,293,651 1,293,651
lan Lusted @
Incentive options - - - 1,000,000 1,000,000 -
Subtotal I. Lusted - - - 1,000,000 1,000,000 -
Other key management personnel of the Group
Alex Neuling®
Incentive options 250,000 - - - 250,000 250,000

(1) Balance held on appointment as a director of the Company. These options were granted to Mr. Lusted in his prior capacity as a
technical consultant to the Company, and prior to him meeting the definition of key management personnel.

(2) Mr. Neuling ceased being Company Secretary on 9 April 2009.

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 the section of the Directors Report headed “Remuneration Report”.
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23. Key management personnel disclosures (cont’d)

(ii) 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 Exercise of Net other Balance at the
start of the -
options changes end of year
year

2009
Directors of Aurora Qil & Gas Limited
Jonathan Stewart 10,019,434 - - 10,019,434
Michael Blakiston 4,731,533 - - 4,731,533
Graham Dowland 1,390,378 - - 1,390,378
Gren Schoch 2,380,953 - - 2,380,953
lan Lusted 67,000 - 33,500 100,500
Other key management personnel of the Group
David Lim® - - - -
Alex Neuling® 46,059 3 (46,059) .

Balance at Exercise of Net other Balance at the

start of the -

options changes end of year
year

2008
Directors of Aurora Oil & Gas Limited
Jonathan Stewart 9,069,434 700,000 250,000 10,019,434
Michael Blakiston 4,731,533 - - 4,731,533
Graham Dowland 809,434 500,000 80,944 1,390,378
Gren Schoch 2,380,953 - - 2,380,953
lan Lusted® - - 67,000 67,000
Other key management personnel of the Group
Alex Neuling 41,059 - 5,000 46,059

(1) Mr. Lim commenced as Company Secretary on 5 May 2009.
(2)  Mr. Neuling ceased being Company Secretary on 9 April 2009.
(3) Mr. Lusted - Balance held on appointment as a Director of the Company.
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Related party transactions

Transactions with controlled entities are disclosed in note 10. Compensation and equity transactions with Key Management
Personnel are disclosed note 23.

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

(@) Payments for goods and services

Consolidated Company
2009 2008 2009 2008
Note $ $ $ $
Payments for services () 182,433 185,570 182,433 185,570

(i) During the year $949 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 (2008: $8,975). Also, an amount of $181,484 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 (2008: $176,595).

Remuneration of auditors

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

Consolidated Company

2009 2008 2009 2008

$'000 $'000 $'000 $'000
BDO Kendalls Audit & Assurance (WA)
Pty Ltd for:
Audit and review of financial reports and
other audit work under the Corporations
Act 2001 55 50 55 50
Total remuneration 55 50 55 50

Financial risk management objectives and policies

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.

These financial risks include risks such as market risks (including currency risk and cash flow 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.
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26. Financial risk management objectives and policies (cont’d)

(&) Market risk

(i) Commodity price risk

As a result of its operations the Group is exposed to commaodity price risk arising from 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;

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 the commodity 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. Commodity price variations would not have any material impact on the value
of financial instruments held by Aurora in the current or prior year.

(i) Foreign exchange risk

Aurora is based in Australia, its shares are listed on the Australian Securities Exchange and the Consolidated Entity
reports its financial performance and position in Australian dollars ($A). Given that the Group’s activities are focussed
in the oil & gas exploration and production sector, it has significant United States dollar ($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. The Consolidated Entity currently has both $US denominated cash
assets and loans payable, these financial assets and liabilities to as certain extent provide a natural hedge against
movement in the $A/$US exchange rate.

The Group’s exposure to foreign currency risk at the reporting date was as follows:

Consolidated Company
2009 2008 2009 2008
US$'000 US$'000 US$'000 US$'000

Cash 3,532 685 - -
Trade Receivables 79 359 - -
Trade Payables (309) (94) - -
Loans payable (3,250) - - -
Prepaid exploration, evaluation and lease

acquisition expenses 508 2,024 - -
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26. Financial risk management objectives and policies (cont’d)

Group sensitivity

Based on the financial instruments held at reporting date, with all other variables assumed to be held constant, the
table below sets out the notional effect on consolidated loss after tax for the year and equity at reporting date under
varying hypothetical fluctuations in the prevailing A$/US$ exchange rate:

Consolidated

2009 2008
$'000 $'000
Hypothetical 20%™® strengthening of $A relative to $US
Increase / (decrease) in loss after tax 116 282
Increase / (decrease) in equity (116) (282)
Hypothetical 20%® weakening of $A relative to $US
Increase / (decrease) in loss after tax 174 344
Increase / (decrease) in equity (174) (344)

(1) A hypothetical change of 20% in the $US and $A exchange rates was used to calculate the Group’s sensitivity to foreign
exchange rate movements as this is management'’s estimate of possible rate movements over the coming year taking into account
current market conditions and past volatility (2008: 10%).

(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 Board manages the
Consolidated Entity’'s exposure to interest rate risk by continuously assessing the company’s exposure and taking into
account funding requirements selects appropriate investments to manage its exposure. 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 Company
2009 2008 2009 2008
$'000 $'000 $'000 $'000
Financial Assets
Cash assets 10,873 13,533 10,397 12,819
Loans payable Floating rate (4,040) - - -

Weighted average effective interest rate of funds on deposit is 2.3% (2008: 6.5%)

Group and Parent Company sensitivity

Based on the financial instruments held at reporting date, with all other variables assumed to be held constant, the
table below sets out the notional effect on consolidated loss after tax for the year and equity at reporting date under
varying hypothetical changes in prevailing interest rates:

Consolidated Company
2009 2008 2009 2008
$'000 $'000 $'000 $'000
Hypothetical 90® basis point increase
Increase / (decrease) in loss after tax (62) (108) (94) (103)
Increase / (decrease) in equity 62 108 94 103
Hypothetical 90" basis point decrease
Increase / (decrease) in loss after tax 62 108 94 103
Increase / (decrease) in equity (62) (108) (94) (103)

(1) A hypothetical change of 90 basis points was used to calculate the Group’s sensitivity to future interest rate movements as this
figure approximates the movement in bond yields published by the Reserve Bank of Australia for bonds with a 12 month maturity
(2008: 0.80%).
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26. Financial risk management objective and policies (cont’d)

(iv) Price risk
The Group is exposed to equity securities price risk in relation to its investment in Elixir Petroleum Ltd.

The Group at present holds no other equity securities and consequently the equity price risk associated with this
investment is not reduced through portfolio diversification. The carrying value of this investment is $1,440,000 as at 30
June 2009. The impact of fluctuations in the fair value of this investment on post-tax loss for the year would depend on
whether such fluctuations were as a result of impairment or of short-term market movements. In the table below
movements in share price are assumed to be short-term market movement related and therefore any movement in the
fair value would be recognised in the fair value reserve and would therefore have no effect on the income statement.

Consolidated Company
2009 2008 2009 2008
$'000 $'000 $'000 $'000
Hypothetical 30%" increase in price
Increase / (decrease) in loss after tax - - - -
Increase / (decrease) in equity 432 1,945 432 1,945
Hypothetical 10%™ decrease in price
Increase / (decrease) in loss after tax - - - -
Increase / (decrease) in equity (144) (648) (144) (648)

(1) Management has determined that the above hypothetical outcomes are the most appropriate estimation of share price movements
given the current market and economic conditions.

(b) 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.

The maximum exposure to credit risk at the reporting date is the carrying amount of the assets as summarised below,
none of which are impaired or past due. The Group has a number of recourse options available in the event of
counterparty default, including but not limited to de facto security over jointly held assets.

Consolidated Company
2009 2008 2009 2008
$'000 $'000 $'000 $'000
Trade receivables 110 435 12 61
Prepaid exploration, development and lease
acquisition expenses 631 3,572 - -
Total 741 4,007 12 61
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26. Financial risk management objectives and policies (cont’d)
(c) 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.

Financing arrangements

As at reporting date the Group had an undrawn (floating rate) project finance facility of up to US$6,750,000 (2008:
US$10,000,000) available for use primarily in developing proved reserves at Flour Bluff. During the current financial year
amounts drawn down from the project finance facility totalled US$3,250,000 (2008: nil). As at reporting date the maturity
date of undrawn facilities was 4 years (2008: 5 years).

Maturities of financial liabilities

Group - As at reporting date the Group had total financial liabilities of $5,247,820 (2008: $720,660). This comprised of
non interest-bearing trade creditors and accruals with a maturity of less than 6 months, totalling in $708,838 and a project
loan of $4,538,982 maturing on 30 June 2013.

Parent Company - As at reporting date the Parent Company had total financial liabilities of $337,021 (2008: $622,667),
comprised of non interest-bearing trade creditors and accruals with a maturity of less than 6 months.

The table below analysis the Group’s and Company'’s financial liabilities financial liabilities in relevant maturity groups.
The amounts are the contractual undiscounted cash flows.

Group Less than Over 12 Carrying

12 months months Amount
$'000 $'000 $'000

Non derivative

Non-interest bearing 709 - 709

Variable rate - 4,040 4,040

Total non derivative 709 4,040 4,749

Parent

Non derivative

Non-interest bearing 337 - 337

Variable rate - - -

Total non derivative 337 - 337

(d)  Fair value estimation

The fair value of financial assets and liabilities held by the Group must be estimated for recognition, measurement and /
or disclosure purposes.

The fair value of financial instruments traded in active markets (such as available-for-sale securities) is based on quoted
market prices at the reporting date. The quoted market price used for financial assets held by the Group is the current
bid price.

The fair value of financial instruments that are not traded in an active market (for example investments in unlisted
subsidiaries) is determined using common valuation techniques. The Group uses a variety of methods and makes
assumptions that are based on market conditions existing at each balance date.

The carrying values (net of any applicable impairment provision) of trade receivables and payables are assumed to
approximate their fair values due to their short-term nature.
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Subsequent events

On 21 September 2009, Aurora announced that Texas Crude Energy Inc. had signed a farmout agreement with Hilcorp
Energy Company (“Hilcorp”), in relation to land holdings in which Aurora has an interest. Pursuant to the farmout
arrangements, Aurora will be free carried for the drilling, completion and tie in of up to 7 new horizontal wells and the
stimulation of its three existing Sugarloaf horizontal wells. Hilcorp can earn up to 50% of Aurora’s interest in the Sugarloaf
and Longhorn AMIs and 5/8" of the smaller Ipanema AMI. In order for Hilcorp to earn its interest in the AMIs, the farmout
agreement has a program of work containing a series of performance deadlines which must be achieved by Hilcorp over
the next 20 months.

Commitments & contingencies

The Consolidated Entity has no contingent assets or liabilities at balance date and has no firm contractual commitments
for expenditure not reflected in the financial statements (2008: nil).
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Directors’ Declaration

The directors of the company declare that:

(a)

The financial statements, comprising the income statements, balance sheets, cash flow
statements, staiements of changes in equity, accompanying notes, are in accordance with
the Corporations Act 2001 and:

(i) complying with Accounting Standards and the Corporations Regulations 2001; and

(i) give a true and fair view of the financial position as at 30 June 2009 and of the
performance for the year ended on that date of the company and the consolidated
entity.

In the directors’ opinion, there are reasonable grounds to believe that the company will be
able to pay its debts as and when they become due and payable.

The remuneration disclosures included on pages 7 to 12 of the Directors’ Report (as part
of audited Remuneration Report), for the year ended 30 June 2009, comply with section
300A of the Corporations Regulations 2001; and

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 Board of Directors and is signed for and
on behalf of the directors by

e P — i
= —
ﬂ =

JONATHAN STEWART
Executive Chairman
Perth, Western Australia

30 September 2009
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