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INDEPENDENT AUDIT REPORT
TO THE MEMBERS OF
ELIXIR PETROLEUM LIMITED

Report on the Financial Report

We have audited the accompanying financial report of Elixir Petroleum Limited (the Company), which comprises the
balance sheets as at 30 June 2009, and the income statements, statements of changes in equity and cash flow
statements for the year ended on that date, a summary of significant accounting policies, other explanatory notes and the
directors’ declaration of the Consolidated Entity comprising the Company and the entities it controlled at year end or from
time to time during the financial year.

Directors’ Responsibility for the Financial Report

The directors of the Company are responsible for the preparation and fair presentation of the financial report in
accordance with Australian Accounting Standards (including the Australian Accounting Interpretations) and the
Corporations Act 2001. This responsibility includes establishing and maintaining internal control relevant to the
preparation and fair presentation of the financial report that is free from material misstatement, whether due to fraud or
error; selecting and applying appropriate accounting policies; and making accounting estimates that are reasonable in
the circumstances. In note 1, the directors also state, in accordance with Accounting Standard AASB 101 Presentation of
Financial Statements, that the financial report, comprising the financial statements and notes, complies with International
Financial Reporting Standards.

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
report. The procedures selected depend on the auditor's judgment, including the assessment of the risks of material
misstatement of the financial report, whether due to fraud or error. In making those risk assessments, the auditor
considers internal controls relevant to the entity’s preparation and fair presentation of the financial report in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity’s internal controls. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by the directors, as well as evaluating the overall
presentation of the financial report.

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

In-conducting-our audit, we-have complied-with the-independence requirements-of the Corporations-Act 2001




Auditor’s Opinion
In our opinion:
(a) the financial report of Elixir Petroleum Limited is in accordance with the Corporations Act 2001, including:

(iy giving a true and fair view of the Company’s and the 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.

(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 Elixir Petroleum Limited for the year ended 30 June 2009, complies with
section 300A of the Corporations Act 2001.

Mack & Co .
M/\AD

=lexr
SSF V
PARTNER

WEST-PERTH

DATE: ZS%%V(P@(’ QOOCf




$

elixir

petroleum limited

Directors’ declaration

In the Directors' opinion and having regard to the matters noted in Note 1(a) to the financial statements:

(a) The financial statements and notes set out on pages 17 to 58 and the remuneration disclosure in the Directors’ Report are in
accordance with the Corporations Act 2001, including:
i. complying with Accounting Standards, the Corporations Regulations 2001 and other mandatory professional
reporting requirements; and,
ii. 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 financial year ended on that date; and,
(b) there are reasonable grounds to believe that the Company will be able to pay its debts as when they become due and payable;
and,
(c) atthe date of this declaration, there are reasonable grounds to believe that the members of the Extended Closed Group
identified in note 27 will be able to meet any obligations or liabilities to which the are, or may become, subject by virtue of the
deed of cross guarantee described in note 27.

The Directors have been given the declarations by the Chief Executive Officer and Chief Financial Officer required by section 295A
of the Corporations Act 2001.

Signed in accordance with a resolution of the directors made pursuant to s295(5) of the Corporations Act 2001.

~
e

Jonathan Stewart
Executive Chairman

Perth, Western Australia
25 September 2009



Income Statements
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Note
Revenue from continuing operations
Revenue from oil & gas sales 4)
Other income 5)
Total revenue
Operating and production costs
General & administrative costs
Other costs @)
Total operating expense
EBITDAX! 7

Depreciation, depletion and amortisation

expense (6)
Exploration, evaluation & development

costs expensed

Impairment of oil and gas properties

Impairment of net investment in

subsidiaries

EBIT? (6)
Finance income (4)
Finance costs (6)

Loss before income tax

Income tax expense (8)

Loss from continuing operations

Loss from discontinued operations

Net loss attributable to members of the
Company

Earnings / (loss) per share

Basic loss per share (cents per share) 9)

Diluted loss per share (cents per share) 9)

Consolidated Company
2009 2008 2009 2008
$'000 $'000 $'000 $'000
5,574 9,120 - -
392 26 810 -
5,966 9,146 810 -
(1,846) (595) - -
(2,576) (1,939) (2,612) (1,468)
(611) (730) (697) (126)
(5,033) (3,264) (3,309) (1,594)
933 5,882 (2,499) (1,594)
(8,845) (9,555) - .
(1,187) (2,501) 18 (18)
(18,386) - - -
. - (25,489) (4,941)
(27,485) (6,174) (27,970) (6,553)
312 169 308 93
(176) (409) (176) (409)
(27,349) (6,414) (27,838) (6,869)
(27,349) (6,414) (27,838) (6,869)
(1,215) - . )
(28,564) (6,414) (27,838) (6,869)
(15.1) (5.0)
(15.1) (5.0)

1 EBITDAX: Earnings before Interest, tax, depreciation, depletion and amortisation, Exploration & evaluation costs written off and provisions against group borrowings.

2 EBIT: Earnings before Interest and tax

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




Balance Sheets

for the year ended 30 June 2009

$

elixir

petroleum limited

Assets

Current assets

Cash and cash equivalents
Trade and other receivables
Total current assets

Non-current assets
Receivables from subsidiaries
Investment in subsidiaries

Oil & gas properties

Other plant and equipment

Deferred exploration and evaluation

expenditure
Total non-current assets

Total assets

Liabilities

Current liabilities

Trade and other payables
Borrowings

Provisions
Total current liabilities

Non-current liabilities
Provisions
Total non-current liabilities

Total liabilities

Net Assets

Equity

Contributed equity
Reserves
Accumulated losses

Total parent entity interest in equity

The above balance sheets should be read in conjunction with the accompanying notes.

Note

(10
(11

(16)
17
(18)

(18)

(19)
(20)
(20)

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

8,081 10,604 5,536 6,823
667 3,670 46 -
8,748 14,274 5,582 6,823
- - - 5,621
- - 9,371 31,248
6,581 31,569 - -
87 10 - -
1,295 1,286 - -
7,963 32,865 9,371 36,869
16,711 47,139 14,953 43,692
557 2,983 283 1,020
- 3,000 - 3,000
270 - 270 -
827 5,983 553 4,020
1,484 1,484 - -
1,484 1,484 - -
2,311 7,467 553 4,020
14,400 39,672 14,400 39,672
60,644 58,609 60,644 58,609
2,720 1,463 2,504 1,973
(48,964) (20,400) (48,748) (20,910)
14,400 39,672 14,400 39,672
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Statement of Change in Equity
for the year ended 30 June 2009

Share Foreign
Option Based Financial Currency

Share Premium  Payment Asset Translation  Accumulated

Capital Reserve Reserve Reserve Reserve Losses Total

$'000 $'000 $'000 $'000 $'000 $'000 $'000
Consolidated
Balance as at 1 July 2007 22,500 1,690 - 1,786 (55) (13,986) 11,935
Share option expense - - 200 - - - 200
Unrealised foreign exchange
gain/(loss) - - - - (455) - (455)
Revenue/expenses
recognised directly in equity - - 200 - (455) - (255)
Current period loss - - - - - (6,414) (6,414)
Total recognised income and
expense - - 200 - (455) (6,414)  (6,669)
Issue of ordinary shares 36,450 - - - - - 36,450
Cost of share issue (341) - - - - - (341)
Issue of options - 2,951 - - - - 2,951
Exercise of options - (2,868) - - - - (2,868)
Transfer to cost of investment
on gaining control of
subsidiary - - - (1,786) - - (1,786)
Balance as at 30 June 2008 58,609 1,773 200 - (510) (20,400) 39,672
Share option expense - - 531 - - - 531
Unrealised foreign exchange
gain/(loss) - - - - 726 - 726
Revenue/expenses
recognised directly in equity - - 531 - 726 - 1,257
Current period loss - - - - - (28,564)  (28,564)
Total recognised income and
expense - - 531 - 726 (28,564)  (27,307)
Issue of ordinary shares 2,125 - - - - - 2,125
Cost of share issue (90) - - - - - (90)
Balance as at 30 June 2009 60,644 1,773 731 - 216 (48,964) 14,400

The above statement of change in equity should be read in conjunction with the accompanying notes.
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Company

Balance as at 1 July 2007
Share option expense
Revenue/expenses
recognised directly in equity
Current period loss

Total recognised income and
expense

Issue of ordinary shares
Cost of share issue

Issue of options

Exercise of options

Transfer to cost of investment
on gaining control of
subsidiary

Balance as at 30 June 2008
Share option expense
Revenue/expenses
recognised directly in equity
Current period loss

Total recognised income and
expense

Issue of ordinary shares
Cost of share issue

Balance as at 30 June 2009

Share
Option Based Financial
Share Premium  Payment Asset Accumulated
Capital Reserve Reserve Reserve Losses Total
$'000 $'000 $'000 $'000 $'000 $'000

22,500 1,690 - 1,786 (14,041) 11,935
- - 200 - - 200

- - 200 - - 200
- - - - (6,869) (6,869)
- - 200 - (6,869) (6,669)
36,450 - - - - 36,450
(341) - - - - (341)

- 2,951 R R - 2,951

- (2,868) - - - (2,868)

- - - (1,786) - (1,786)
58,609 1,773 200 - (20,910) 39,672
- - 531 - - 531

- - 531 - - 531

- - - - (27,838) (27,838)

- - 531 - (27,838) (27,307)

2,125 - - - - 2,125
(90) - - - - (90)
60,644 1,773 731 - (48,748) 14,400

The above statement of change in equity should be read in conjunction with the accompanying notes.
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Statements of Cash Flows
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Consolidated Company
Note 2009 2008 2009 2008
$'000 $'000 $'000 $'000
Cash flows from operating activities
Receipts from sales 8,301 4,915 - -
Payments to suppliers and employees (6,646) (3,577) (2,071) (999)
Net cash inflow/(outflow) from operating
activities (23) 1,655 1,338 (2,071) (999)
Cash flows from investing activities
Cash acquired with subsidiary - 3,304 - -
Proceeds from sale of equity investments - 210 - -
Proceeds from sale of projects 326 - - -
Payments for exploration, evaluation and
development (3,015) (6,049) - -
Interest received 275 169 275 93
Loans - controlled entity - (3,389) 3,241 (3,712)
Investment in subsidiary - (100) (21) (100)
Proceeds from sale of subsidiary - - 326 -
Cash flows from discontinued operations (33) (991) - - -
Net cash inflow/(outflow) from investing
activities (3,405) (5,855) 3,821 (3,719)
Cash flows from financing activities
Proceeds from issues of shares 1,607 5,409 1,607 5,409
Rights issue proceeds received shares not
issued - 516 - 516
Convertible note (3,000) 5,675 (3,000) 5,675
Underwriting costs - convertible note - (134) - -
Interest paid 177) (409) (176) (409)
Share issue costs (90) (342) (90) (342)
Net cash inflow/(outflow) from financing
activities (1,660) 10,715 (1,659) 10,849
Effect of changes in exchange rates 887 - (1,378) -
Net increase/(decrease) in cash and cash
equivalents (2,523) 6,198 (1,287) 6,131
Cash and cash equivalents at the beginning of
the period 10,604 4,406 6,823 692
Cash and cash equivalents at the end of the
period 8,081 10,604 5,536 6,823

The above cash flow statements should be read in conjunction with the accompanying notes.

21



d
elixir

petroleum limited

Notes to the financial statements
For the year ended 30 June 2009

1. Summary of significant accounting policies

The financial report of Elixir Petroleum Ltd and its controlled entities, for the year ended 30 June 2009, was authorised for issue
in accordance with a resolution of the Board of Directors on 25 September 2009.

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 Elixir Petroleum Limited as an individual entity (“Company”) and the consolidated entity comprised of Elixir
Petroleum Limited and its subsidiaries (“Group” or “Consolidated Entity”). Elixir Petroleum Limited is a company limited by
shares, incorporated and domiciled in Australia, and whose shares are publicly traded on the Australian Securities Exchange.

(a) 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, Urgent Issues Group Interpretations and the
Corporations Act 2001.

Going concern
The Financial Report has been prepared on the going concern basis, which contemplates the continuity of normal business
activity and the realisation of assets and the settlement of liabilities in the normal course of business.

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 the Group complies with International Financial Reporting
Standards (IFRS).

Historical cost convention
These financial statements have been prepared under the historical cost convention. Expenditure is initially recognised at cost
and revalued to fair value when required to do so by the application of Australian Accounting Standards.

Critical accounting estimates

The preparation of financial statements in conformity with AIFRS requires the use of certain critical accounting estimates. It
also requires management to exercise its 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 all subsidiaries of Elixir Petroleum Limited as at
30 June 2009. The Company and its subsidiaries together are referred to in this financial report as the Group or the
Consolidated Entity.

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 Group controls another entity.

Subsidiaries are fully consolidated from the date on which control is transferred to the Group. 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 (refer to notel (g)).
Intercompany transactions, balances and unrealised gains on transactions between Group companies 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 separate financial statements of the Company.
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Notes to the financial statements
For the year ended 30 June 2009

Summary of significant accounting policies (continued)
(i) Joint ventures

Jointly controlled assets
The Group’s proportionate interests in the assets, liabilities and expenses of a joint venture activity are incorporated in the
financial statements under the appropriate headings. Details of joint ventures are set out in note 24.

(c) Segment reporting

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

Iltems 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 present in
Australian dollars, which is Consolidated Entity’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 dates of the
transactions, or at an exchange rate that approximates the spot rate, as allowed by AASB 121. 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, qualifying net investment hedges or are attributable to part of the net investment in a
foreign operation.

(e) Revenue recognition

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

(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.

(f) Income tax

The income tax expense or benefit for the period is the tax payable on the current period’s taxable income 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 or taxable profit or loss. Deferred income tax is determined using
tax rates (and laws) that have been enacted or substantially enacted by 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.

Deferred tax liabilities and assets are not recognised for temporary differences between the carrying amount and tax base of

investments in controlled entities where the Company 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.

23



1.

d
elixir

petroleum limited

Notes to the financial statements
For the year ended 30 June 2009

Summary of significant accounting policies (continued)

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) Business combinations

The purchase method of accounting is used to account for all business combinations, including business combinations
involving entities under common control, regardless of whether equity instruments or other assets are acquired. Cost is
measured as the fair value of the assets given, equity instruments issued or liabilities incurred or assumed at the date of
exchange plus costs directly attributable to the acquisition. Where equity instruments are issued in an acquisition, the fair
value of the instruments is their published market price as at the date of exchange unless, in rare circumstances, it can be
demonstrated that the published market price at the date of exchange is an unreliable indicator of fair value and that other
evidence and valuation methods provide a more reliable method of fair value. Transaction costs arising on the issue of equity
instruments are recognised directly in equity.

Identifiable assets acquired and liabilities and contingent liabilities assumed in a business combination are measured initially at
their fair values at the acquisition date, irrespective of the extent of any minority interest. The excess of the cost of acquisition
over the fair value of the Group’s share of the identifiable net assets acquired is recorded as goodwill. If the cost of acquisition
is less than the Group’s share of the fair value of the identifiable net assets of the subsidiary acquired, the difference is
recognised directly in the income statement, but only after a reassessment of the identification and measurement of the net
assets acquired.

Where settlement of any part of cash consideration is deferred, the amounts payable in the future are discounted to their
present value as at the date of exchange. The discount rate used is the entity’s incremental borrowing rate, being the rate at
which a similar borrowing could be obtained from an independent financier under comparable terms and conditions.

(h) Impairment of assets

Goodwill and intangible assets that have an indefinite useful life are not subject to amortisation and are tested annually for
impairment, or more frequently if events or changes in circumstances indicate that they might be impaired. Other 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 that have been impairment are reviewed for possible reversal of the impairment at each reporting date.

(i) Going concern

The Financial Report has been prepared on the going concern basis, which contemplates the continuity of normal business
activity and the realisation of assets and the settlement of liabilities in the normal course of business.

(j) 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.

(k) Trade receivables

Trade 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 settiement within 30 days.
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Notes to the financial statements
For the year ended 30 June 2009

Summary of significant accounting policies (continued)

(I) Investments and other financial assets

Classification

The Group classifies its financial assets in the following categories: financial assets ‘at fair value through profit or loss’, ‘held-to-
maturity’ investments, ‘available-for-sale’ financial assets, and ‘loans and receivables’. The classification depends on the
purpose for which the financial assets were acquired. Management determines the classification of its investments at initial
recognition and, in the case of assets classified as held-to-maturity, re-evaluates this designation at each reporting date.

(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.

(i) Held-to-maturity investments

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

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 carried at fair value through profit or loss are initially recognised at
fair value and transaction costs are expensed in the income statement. 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.

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 sale of investment securities.

Subsequent measurement
Loans and receivables and held-to-maturity investments are carried at amortised cost less impairment using the effective
interest method.

Available-for-sale financial assets and financial assets at fair value through profit or loss are subsequently carried at fair value.
Details on how the fair value of financial instruments is determined are disclosed in note 29.

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.

(m) 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.
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Notes to the financial statements
For the year ended 30 June 2009

Summary of significant accounting policies (continued)

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

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

(n) Non-operator interests in oil & gas properties
Exploration & evaluation expenditure

The Consolidated Entity’s accounting policy for the cost of exploring and of evaluating discoveries is based on the “successful
efforts” method.

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

Once a decision has been made to develop an oil or gas prospect, accumulated exploration and evaluation costs for that
prospect are transferred from Deferred Exploration, Evaluation to Development Projects. Once production commences
capitalised costs associated with the producing well are transferred to Oil and Gas Properties and are amortised or depreciated
over the useful life of the asset.

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

Costs

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

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

e the expenditure relates to an area of interest that, at balance date, no assessment of the existence 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 the 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.

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

Transfer to development projects
Upon a decision being made to commercially develop an area of interest, accumulated expenditure for the area of interest is
transferred to Oil & Gas Properties and amortised or depreciated over the useful life of the project.

Producing projects

Exploration, evaluation and development costs are initially capitalised as deferred exploration, evaluation and development
expenditure and upon commencement of commercial operations are transferred to Oil & Gas Properties. Operating costs of
projects in commercial production are expensed as incurred.
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Summary of significant accounting policies (continued)

Prepaid drilling and completion costs
Where the Group 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 Deferred Exploration,
Evaluation and Development Expenditure.

Where these contributions relate to a prepayment for well completion, these costs are capitalised as prepaid completion costs
within Exploration, Evaluation and Development Expenditure.

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.

Once a decision has been made to proceed with completion of a well, all costs are transferred from Exploration and Evaluation
to Oil and Gas Properties, including any prepaid amounts.

Amortisation of producing projects

Upon commencement of production, the Consolidated Entity amortises the accumulated costs for the relevant area of interest
over the life of the area according to the rate of depletion of the economically recoverable quantities of reserves. Estimates of
recoverable reserve quantities include judgemental assumptions regarding commodity prices, exchange rates, discount rates,
and production and transportation costs for future cash flows. It also requires interpretation of complex and difficult geological
and geophysical models in order to make an assessment of the size, shape, depth and quality of reservoirs, and their
anticipated recoveries. The economic, geological and technical factors used to estimate reserves may change from period to
period. Amortisation charged for the year to 30 June 2009 was $8,835,000 (2008: $9,544,000).

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

Work scope and cost estimates for restoration are reviewed annually and updated at least every three years.

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 units of production basis during the production phase of the project.

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

The Group accounts for changes in cost estimates on a prospective basis.
(0) 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.

(p) 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 entitlements expected to be settled within 12 months are measured at their nominal
values using the remuneration rate expected to apply at the time of settlement.

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

(q) 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 obligation can be reliably estimated.

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.
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Summary of significant accounting policies (continued)

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

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.

Provision for restoration and rehabilitation

Provision is made in the balance sheet for restoration of operating locations. The estimated restoration and rehabilitation costs
are initially recognised as part of the capitalised cost of the relevant project which gave rise to the future obligation. During the
production phase of the project the capitalised restoration costs is amortised using the units of production method. Any actual
costs incurred by the Consolidated Entity are allocated against the provision.

The provision for restoration and rehabilitation 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.

(r) Contributed equity
Ordinary shares are classified as equity. Mandatorily redeemable preference shares are classified as liabilities.

Incremental costs directly attributable to the issue of new shares or options are shown in equity as a deduction, net of tax, from
the proceeds. Incremental costs directly attributable to the issue of new shares or options for the acquisition of a business are
not included in the cost of the acquisition as part of the purchase consideration.

If the Company reacquires its own equity instruments, 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.

(s) Borrowing costs

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

(t) 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

e 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.

(u) Earnings per share

(i) Basic earnings per share

Basic earnings per share is calculated by dividing the profit (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 on issue during the
financial year, adjusted for bonus elements in ordinary shares issued during the year.

(ii) Diluted earnings per share

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

(v) Share-based payments

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

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

(W) 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.

(X) New accounting standards and interpretations

The following Australian Accounting Standards have been issued or amended but are not yet effective. The Consolidated
Entity has decided against early adoption of these standards. A discussion of the future requirements of the amendments and
their impact on the financial accounts of the Consolidated Entity follows:

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 [AASBs 1, 2, 4, 5, 7, 101, 107, 112, 114, 116, 121,
128, 131, 132, 133, 134, 136, 137, 138 & 139 and Interpretations 9 & 107] (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. The following changes to accounting requirements are included:

e acquisition costs incurred in a business combination will no longer be recognised in goodwill but will be expensed unless
the cost relates to issuing debt or equity securities;

e contingent consideration will be measured at fair value at the acquisition date and may only be provisionally accounted
for during a period of 12 months after acquisition;

e again or loss of control will require the previous ownership interests to be remeasured to their fair value;

e there shall be no gain or loss from transactions affecting a parent's ownership interest of a subsidiary with all
transactions required to be accounted for through equity;

e dividends declared out of pre-acquisition profits will not be deducted from the cost of an investment but will be
recognised as income;

e impairment of investments in subsidiaries, joint ventures and associates shall be considered when a dividend is paid by
the respective investee; and

. where there is, in substance, no change to Consolidated Entities interests, parent entities inserted above existing
Consolidated Entity’s shall measure the cost of its investments at the carrying amount of its share of the equity items
shown in the balance sheet of the original parent at the date of reorganisation.

The Consolidated Entity will need to determine whether to maintain its present accounting policy of calculating goodwill
acquired based on the parent entity’s share of net assets acquired or change its policy so goodwill recognised also reflects
that of the non-controlling interest.

AASB 8: Operating Segments and AASB 2007-3: Amendments to Australian Accounting Standards arising from AASB 8
[AASB 5, AASB 6, AASB 102, AASB 107, AASB 119, AASB 127, AASB 134, AASB 136, AASB 1023 & AASB 1038]
(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 Consolidated Entities
Board for the purposes of decision making. These changes are not expected to impact on the way the Consolidated Entity
reports segment results or how it calculates impairment of assets.

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
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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. There will be no measurement or recognition impact on the Consolidated Entity. If an entity has
made a prior period adjustment or reclassification, a third balance sheet as at the beginning of the comparative period will be
required.

AASB 123: Borrowing Costs and AASB 2007-6: Amendments to Australian Accounting Standards arising from AASB 123
[AASB 1, AASB 101, AASB 107, AASB 111, AASB 116 & AASB 138 and Interpretations 1 & 12] (applicable for annual
reporting periods commencing from 1 January 2009). The revised AASB 123 has removed the option to expense all
borrowing costs and will therefore require the capitalisation of all borrowing costs directly attributable to the acquisition,
construction or production of a qualifying asset. Management has determined that there will be no effect on the Consolidated
Entity as a policy of capitalising qualifying borrowing costs has been maintained by the Consolidated Entity.

AASB 2008-1: Amendments to Australian Accounting Standard — Share-based Payments: Vesting Conditions and
Cancellations [AASB 2] (applicable for annual reporting periods commencing from 1 January 2009). This amendment to
AASB 2 clarifies that vesting conditions consist of service and performance conditions only. Other elements of a share-based
payment transaction should therefore be considered for the purposes of determining fair value. Cancellations are also
required to be treated in the same manner whether cancelled by the entity or by another party.

AASB 2008-2: Amendments to Australian Accounting Standards — Puttable Financial Instruments and Obligations Arising
on Liquidation [AASB 7, AASB 101, AASB 132 & AASB 139 & Interpretation 2] (applicable for annual reporting periods
commencing from 1 January 2009). These amendments introduce an exception to the definition of a financial liability to
classify as equity instruments certain puttable financial instruments and certain other financial instruments that impose an
obligation to deliver a pro-rata share of net assets only upon liquidation.

AASB 2008-5: Amendments to Australian Accounting Standards arising from the Annual Improvements Project (July 2008)
(AASB 2008-5) and AASB 2008-6: Further Amendments to Australian Accounting Standards arising from the Annual
Improvements Project (July 2008) (AASB 2008-6) detail numerous non-urgent but necessary changes to accounting
standards arising from the IASB’s annual improvements project. No changes are expected to materially affect the
Consolidated Entity.

AASB 2008-8: Amendments to Australian Accounting Standards — Eligible Hedged Items [AASB 139] (applicable for annual
reporting periods commencing from 1 July 2009). This amendment clarifies how the principles that determine whether a
hedged risk or portion of cash flows is eligible for designation as a hedged item should be applied in particular situations and
is not expected to materially affect the Consolidated Entity as currently has not hedge instruments of the type dealt with by
AASB 139.

AASB 2008-13: Amendments to Australian Accounting Standards arising from AASB Interpretation 17 — Distributions of
Non-cash Assets to Owners [AASB 5 & AASB 110] (applicable for annual reporting periods commencing from 1 July 2009).
This amendment requires that non-current assets held for distribution to owners be measured at the lower of carrying value
and fair value less costs to distribute.

AASB Interpretation 15: Agreements for the Construction of Real Estate (applicable for annual reporting periods
commencing from 1 January 2009). The Consolidated Entity doesn’'t operate in the business sector to which this
interpretation applies, therefore Management expect this interpretation to have no impact on the accounts of the
Consolidated Entity

AASB Interpretation 16: Hedges of a Net Investment in a Foreign Operation (applicable for annual reporting periods
commencing from 1 October 2008). Interpretation 16 applies to entities that hedge foreign currency risk arising from net
investments in foreign operations and that want to adopt hedge accounting. The interpretation provides clarifying guidance
on several issues in accounting for the hedge of a net investment in a foreign operation and is not expected to impact the
Consolidated Entity.

AASB Interpretation 17: Distributions of Non-cash Assets to Owners (applicable for annual reporting periods commencing
from 1 July 2009). This guidance applies prospectively only and clarifies that non-cash dividends payable should be
measured at the fair value of the net assets to be distributed where the difference between the fair value and carrying value
of the assets is recognised in profit or loss.

The Group does not anticipate early adoption of any of the above reporting requirements and does not expect these
requirements to have any material effect on the Group’s financial statements.
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2. Critical accounting estimates & judgments

In preparing this financial report the Consolidated Entity 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 Consolidated Entity’s accounting policies, management has made the following judgements,
apart from those involving estimations, which have the most significant effect on the amounts recognised in the financial
statements:

Functional currency of US-based subsidiary operations

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

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

The Group's accounting policy for exploration, evaluation and development is set out at note 1(n). 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 exist. Any such estimates and assumptions may change
as new information becomes available. If, after having capitalised expenditure under our policy, management conclude that it is
unlikely that capitalised expenditure will be recovered by future exploitation or sale, the relevant capitalised amount will be
written off to the income statement. As at 30 June 2009 the carrying amount of Oil & Gas Properties is $6,581,000 (2008:
$31,569,000).

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 12 (b)). Taxation of oil & gas activities in the US allows a number of alternative treatments which are
not available under Australian taxation legislation. In particular, companies may elect to:

(i) claim an immediate deduction for Intangible Drilling Costs ("IDC"); and

(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.

(b) 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:

31



d
elixir

petroleum limited

Notes to the financial statements
For the year ended 30 June 2009

Critical accounting estimates & judgments (continued)

Amortisation

Upon commencement of production, the Company amortises the accumulated costs for the relevant area of interest over the
life of the area according to the rate of depletion of the economically recoverable quantities of reserves. Estimates of
recoverable reserve quantities include judgemental assumptions regarding commodity prices, exchange rates, discount rates,
and production and transportation costs for future cash flows. It also requires interpretation of the quality of reservoirs, and their
anticipated recoveries. The economic, geological and technical factors used to estimate reserves may change from period to
period. Amortisation charge for the year ended 30 June 2009 was $8,835,000 (2008: $9,544,000).

Share-based payment transactions

The Consolidated Entity 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 22.

Rehabilitation obligations

The Consolidated Entity estimates its share of the future removal and remediation costs of oil and gas platforms, production
facilities, wells and pipelines at the time of acquisition or installation of the assets. In most instances, removal of assets occurs
many years into the future. This requires judgemental assumptions regarding removal date, future environmental legislation,
the extent of remediation activities required, the engineering methodology for estimating cost, future removal technologies in
determining the removal cost, and asset specific discount rates to determine the present value of these cash flows. For more
detail regarding the policy in respect of provision for rehabilitation refer to note 1(g). As at 30 June 2009 rehabilitation
obligations have a carrying value of $1,484,000 (2008: $1,484,000).

Impairment of assets

In the absence of readily available market prices, the recoverable amounts of assets are determined using estimates of the
present value of future cashflows using asset-specific discount rates. For oil & gas properties, these estimates are based on
assumptions concerning reserves, future production profiles and costs. As at 30 June 2009, the carrying value of oil & gas
properties is $6,581,000 (2008: $31,569,000).

Segment Information
Primary reporting — Geographical Segments

The Consolidated Entity operates in three main geographical segments, Australia, Europe & Africa and the United States of
America.

Australia

Australia is the location of the central management and control of the Company and its principal administrative base. The
Company through one of its wholly owned subsidiaries, Globe Resources Pty Ltd, holds mineral exploration licences located in
the Northern Territory and South Australia. During the financial year the mineral exploration licences held in South Australia
were relinquished.

Europe and Africa

The Consolidated Entity’'s North Sea and Africa exploration activities and license interests are located in the United Kingdom
(“UK”) and Sierra Leone, West Africa respectively. During the year the Consolidated Entity’s UK and African operations were
conducted through the following UK registered subsidiaries, Elixir Petroleum (UK) Ltd, Elixir Petroleum (Europe) Ltd and Elixir
Petroleum (Technical Services) Ltd. During the current financial year the Consolidated Entity sold Elixir Petroleum (UK) Ltd
along with the Sierra Leone licence (Block SL4) held by this entity.

USA
The Group’s interest in the High Island and Pompano projects are held by a wholly-owned US subsidiary, Cottesloe Oil & Gas
LLC.
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Segment information (continued)

2009

Sales
Other revenue
Expenses

Loss before tax
Tax

Loss after tax

Total assets

Total liabilities
Depreciation
and
amortisation

2008

Sales
Other revenue

Expenses
Loss before tax
Tax

Loss after tax

Total assets
Total liabilities
Depreciation
and
amortisation

USA Europe & Australia Unallocated Discontinued Total
Africa Operation
$'000 $'000 $'000 $'000 $'000 $'000
5,556 18 - - - 5,574
- - - 704 966 1,670
(30,484) (726) - (2,417) (2,181) (35,808)
(24,928) (708) - (1,713) (1,215) (28,564)
(24,928) (708) - (1,713) (1,215) (28,564)
7,191 2,137 - 7,383 - 16,711
(1,602) (150) - (559) - (2,311)
8,835 10 - - - 8,845
Europe & Discontinued
USA Africa Australia Unallocated Operation Total
$'000 $'000 $'000 $'000 $'000 $'000
9,120 - - - - 9,120
- - - 195 - 195
(10,686) (2,892) - (2,151) - (15,729)
(1,566) (2,892) - (1,956) - (6,414)
(1,566) (2,892) (1,956) - (6,414)
36,673 2,596 - 7,870 - 47,139
(2,574) (759) - (4,134) - (7,467)
9,544 11 - - - 9,555

33



$

elixir

petroleum limited

Notes to the financial statements
For the year ended 30 June 2009

Revenue from continuing operations

Consolidated Company
2009 2008 2009 2008
$'000 $'000 $'000 $'000
Revenue from oil & gas sales 5574 9120 _ _
Interest received 312 169 308 93
5,886 9,289 308 93
Other income
Profit on sale of investments - 26 183 -
Consultancy fees — controlled entities - - 627 -
Unrealised foreign exchange gain 392 - - -
392 26 810 -
Expenses
Loss before income tax is arrived at after deducting the following expenses:
Amortisation of oil & gas properties 8,835 9,544 - -
Depreciation of plant and equipment 10 11 - -
Employee benefits expense (including
share-based payment) 1,748 1,123 1,407 157
Borrowing costs 176 409 176 409
Impairment of receivables from
controlled entities - - 25,489 4,941
Exploration expenditure expensed 1,187 (2,501) 18 (18)
Impairment of oil and gas properties 18,386 - - -
Other expenses
Share based payments (note 22) 608 200 605 126
Fair value adjustment on warrants - 29 - -
Foreign exchange loss 3 501 92 -
611 730 697 126
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Income tax

The prima facie income tax expense on pre-tax accounting loss from operations reconciles to the income tax expense in the
financial statements as follows:

Consolidated Company
2009 2008 2009 2008

$'000 $'000 $'000 $'000

Prima facie tax benefit on loss at 30%
(2008: 30%) (8,205) (1,925) (8,351) (2,061)

Add tax effect of:

Foreign/overseas tax losses not

recognised 7,178 1,961 - 38
Revenue losses not recognised 633 720 629 691
Effect of lower tax rate on overseas

losses (12) 297 -
Share based payments 182 60 182 38
Provisions against Group borrowings - - 7,647 1,482
Other non-allowable items 32 35 32 35

Less tax effect of:

Other deferred tax balances not
recognised 192 (1,148) (139) (223)

Income tax expense - - - -

The applicable weighted average tax
rates are as follows: 0% 0% 0% 0%

The following deferred tax balances have
not been recognised

Deferred tax assets

At 30%

Carry forward revenue losses 2,879 2,246 2,318 1,732

Carry forward foreign losses - 123 - 95

Capital raising costs 115 310 109 310

Provisions and accruals 110 9 107 9

Other - 26 - 26
3,104 2,714 2,534 2,172

At 28% (United Kingdom)

Carry forward overseas losses 3,338 3,173 - -

The tax benefits of the above deferred tax assets will only be obtained if:

(a) the Group derives future assessable income of a nature and amount sufficient to enable the benefits to be utilised;
(b) the Group continues to comply with the conditions for deductibility imposed by law; and

(c) nochanges in income tax legislation adversely affect the company utilising the benefits
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Income Tax

Consolidated Company
2009 2008 2009 2008
$'000 $'000 $'000 $'000
Deferred tax liabilities:
At 30%:
Accrued income 10 - 10 -

The above deferred tax liabilities have not been recognised as they have given rise to carry forward tax losses for which no

deferred tax assets has been recognised

Earnings/ (loss) per share

Consolidated

2009 2008
Cents Cents

Basic / diluted loss per share
Loss attributable to the ordinary equity holders of the company (15.1) (5.0)
Loss used in calculation of basic / diluted loss per share $000 $'000
Loss attributable to the ordinary equity holders of the company (28,564) (6,414)
Weighted average number of ordinary shares used as the
denominator in calculating basic / diluted loss per share 188,853,375 130,725,106

The options on issue (note 21) and convertible notes (note 17) 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

Cash and cash equivalents

Consolidated

per share.

Company
2009 2008 2009 2008
$ $ $ $
Cash at bank and in hand 3,081 4,765 536 984
Deposits at call 5,000 5,839 5,000 5,839
8,081 10,604 5,536 6,823

Cash at bank bears interest at market rate (floating). Short term deposits are made for varying periods of between one day
and three months depending on forecast cash requirements of the Consolidated Entity and earn interest at the respective

short term deposit rates.
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Trade and other receivables

Trade receivables 428 3,122 33 -
Other receivables and prepayments 239 335 13 -
Loans to other entities - 213 - -

667 3,670 46 -

Non-current assets

Receivables from subsidiaries

At cost - - 15,357 19,582
Less impairment write down - - (15,357) (13,961)
- - - 5,621

Trade and other receivables are non-interest bearing and are normally settled on 30 days terms. Amounts receivable from
group entities are non interest bearing, with no fixed terms of repayment.

Investment in subsidiaries
At cost - - 31,194 31,248
Provision for impairment - - (21,823) -

] . 9,371 31,248

(&) Wholly-owned Group

At balance date amounts receivable from controlled entities totaled $15,357,000 (at cost) (2008:$19,582,000).The transactions
were made interest free with no fixed terms for repayment. Following recent guidance issued by the Australian Standards
Board, this receivable has been included within the cost of investment in subsidiaries.

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

Elixir Petroleum Limited provides working capital to its controlled entities. Transactions between Elixir Petroleum Limited and
other controlled entities in the Consolidated Entity during the year ended 30 June 2009 consisted of:

(i) Working capital advanced by Elixir Petroleum Limited.

(i) Provision of services by Elixir Petroleum Limited.

(iii) Expenses paid by Elixir Petroleum Limited on behalf of its controlled entities.

The above transactions were made interest free with no fixed terms for the repayment of amounts advanced by Elixir
Petroleum Limited.
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12. Investment in subsidiaries (continued)

(b) Investments in controlled entities

Parent
Country of Class of Equity holding
Name of Entity incorporation shares
2009 2008

Elixir Petroleum (Australia) Pty Ltd Australia Ordinary 100% 100%
Transition Resources Ltd Australia Ordinary 100% 100%
Globe Resources Pty Ltd Australia Ordinary 100% 100%
Elixir Petroleum (UK) Ltd @ United Kingdom Ordinary - 100%
Elixir Petroleum (Europe) Ltd @ United Kingdom Ordinary 100% 100%
Elixir Petroleum (Technical Services) Ltd @ United Kingdom Ordinary 100% -
Cottesloe Oil & Gas LLC USA Ordinary 100% 100%
Cottesloe Oil & Gas Inc USA Ordinary 100% 100%

(1) Discontinued Operations.
(2) Formerly Elixir Petroleum (RSL) Ltd.
(3) Incorporated in the current financial year.

(c) Ultimate Parent Company

Elixir Petroleum Limited, an ASX listed public company incorporated and domiciled in Australia, is the ultimate parent of the
Consolidated Group.

(d) Corporate restructure

During the financial year the Consolidated Entity undertook a restructure of its UK and African exploration assets. The
restructure resulted in the incorporation of a new UK registered entity, Elixir Petroleum (Technical Services) Limited. A decision
was also made to sell Elixir Petroleum (UK) Limited, along with its interest in the Sierra Leone exploration licence, Block SL-4.
Prior to the sale of Elixir Petroleum (UK) Limited, all assets and liabilities of the entity which were not related to the Block SL-4
licence were sold to other members of the Consolidated Entity as part of the Sale and Purchase Agreement between Elixir
Petroleum Limited and Prontinal Ltd. At the date of sale, being 30 April 2009, Elixir Petroleum (UK) Ltd ceased to be a member
of the Consolidated Entity as it no longer met the consolidation requirements of AASB 127 Consolidated and Separate
Financial Statements. Financial information in relation to Elixir Petroleum (UK) Limited can be found in the discontinued
operations information disclosed in note 33.
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13. Oil and gas properties

Consolidated Company
2009 2008 2009 2008
$'000 $000 $'000 $'000
Producing projects
At cost 40,958 41,113 - -
Less amortisation (18,379) (9,544) - -
Impairment adjustment (16,119) - - -
6,460 31,569 - -
Development projects
At cost 3,471 - - -
Less amortisation - - - -
Impairment adjustment (2,266) - - -
Written off (1,084) - - -
121 - - -
Total 6,581 31,569 - -

A reconciliation of movements in oil & gas properties during the year is as follows:

Prepaid
Drilling &
Tangible Intangible Completion
Costs Costs Costs Total
$'000 $'000 $'000 $'000
Producing Projects
At Cost
At 1 July 2007 - - - -
Acquired with subsidiary 1,629 31,440 - 33,069
Additions 1,384 5,176 - 6,560
At 1 July 2008 3,013 36,616 - 39,629
Additions 9) (158) - (167)
Provision for impairment - (16,119) - (16,119)
Net movement in prepaid - - 12 12
3,004 20,339 12 23,355
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13. Oil and gas properties (continued)

Prepaid
Drilling &
Tangible Intangible Completion
Costs Costs Costs Total
$'000 $'000 $'000 $'000
Associated future restoration costs capitalised
At 1 July 2007 - - - -
Additions - 1,484 - 1,484
At 1 July 2008 - 1,484 - 1,484
Additions - - - -
At 30 June 2009 3,004 21,823 12 24,839
Accumulated amortisation
At 1 July 2007 - - - -
Charge for the year (700) (8,844) 3 (9,544)
At 1 July 2008 (700) (8,844) - (9,544)
Charge for the year - (8,835) - (8,835)
At 30 June 2009 (700) (17,679) - (18,379)
At 1 July 2008 2,313 29,256 3 31,569
At 30 June 2009 2,304 4,144 12 6,460
Development projects
At 1 July 2008 - - - -
Additions 19 3,452 - 3,471
Provision for impairment - (2,266) - (2,266)
Written off - (1,084) - (1,084)
At 30 June 2009 19 102 - 121
Total oil & gas properties 2,323 4,246 12 6,581
14. Plant and equipment
Consolidated Company
2009 2008 2009 2008
$'000 $'000 $'000 $'000
Plant and equipment
At cost 10 14 - -
Additions 112 8 - -
Accumulated depreciation (34) (11) - -
Foreign exchange movement (1) (1) - -
87 10 - -
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Deferred exploration & evaluation expenditure

Consolidated Company

2009 2008 2009 2008

$'000 $000 $'000 $'000
Opening balance 1,286 1,803 - -
Capitalised expenditure during the year 439 973 - -
Written-off during the year (376) (1,211) - -
Foreign exchange movements (54) (279) - -
1,295 1,286 - -

The ultimate recoupment of exploration expenditure carried forward is dependent on successful development and exploitation,
or alternatively sale, or the respective area of interest.

Trade and other payables

Trade payables ) 513 2,441 259 478
Shares to be issued @ - 518 - 518
Other payables © 44 24 23 24

557 2,983 282 1,020

(1) Trade payables are non interest-bearing and are normally settled on 30 day terms.

(2) Shares to be issued relate to proceeds from acceptances under the Company’s 1 for 8 entitlement offer announced on 29 May 2008
which had been received as at balance date (30 June 2008).

(3) Other payables are non interest-bearing and are normally settled on 30 day terms.

Borrowings
Company & Group Company & Group
2009 2008 2009 2008
$'000 $'000 Number Number
Convertible notes - 3,000 - 8,571,429

On 1 February 2008 the Company issued 8,571,429 convertible notes to raise $3,000,000 before associated costs. The
convertible notes had the following terms:

(i) unsecured;

(ii) conversion price of $0.35 per share;

(iii) accrued interest at 10% of face value; and

(iv) convertible at any time on or before 31 December 2008 or redeemable at face value plus interest on 31 January 2009.

The fair value of these borrowings at 30 June 2008 was equal to their carrying value of $3,000,000.

During the current financial year the convertible notes were redeemed at a cost of $3,000,000. Interest payable on the
convertible notes up until the redemption date is included in finance costs on the income statement.
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Provisions
Consolidated Company

2009 2008 2009 2008

$'000 $'000 $'000 $'000
Current
Provision for annual leave 49 - 49 -
Provision for termination benefits 221 - 221 -

270 - 270 -

Non-current
Provision for restoration costs 1,484 1,484 - -

The Consolidated Entity’s policy with regard to providing for its share of future restoration costs for jointly controlled assets is
documented in note 1(gq). Movements in this provision during the current and prior year are as follows:

Non-current

Opening balance 1,484 - - -
Recognised on project acquisition or commencement - 1,484 - -
Closing balance 1,484 1,484 - -

Contributed equity

Share capital No. No. $'000 $'000

Fully paid ordinary shares 188,988,472 181,117,922 60,644 58,609

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.
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19. Contributed equity (continued)

Movements in share capital during the current and prior financial year are as follows:

Description Date Number of shares
2008
Opening balance 01 Jul 07 72,224,791
Conversion of convertible notes 09 Nov 07 10,700,000
Issued as consideration to acquire Gawler
(at fair value) 14 Nov 07 69,312,992
Issued to advisor 21 Nov 07 1,000,000
Exercise of options 08 Feb 08 7,880,139
Transfer from option premium reserve for
exercised options 08 Feb 08
Placement 10 Jun 08 20,000,000
Less: transaction costs
Balance 30 Jun 08 181,117,922
2009
Rights issue 01 Jul 08 1,950,550
Placement 08 Jul 08 5,920,000
Less: transaction costs
Closing balance 30 Jun 09 188,988,472

Issue Price

$0.250
$0.365

$0.200
$0.001

$0.270

$0.270
$0.270

$'000

22,500
2,675

25,299
200

2,868
5,400
(341)
58,609

527
1,598
(90)
60,644

The Consolidated Entity’s objectives when managing capital are to safeguard its ability to continue as a going concern so that it
can provide returns for shareholders and benefits for other stakeholders, and maintain a capital structure appropriate to the
size, stage and nature of its activities whilst reducing the cost of capital where possible.

In order to maintain or adjust the capital structure, the Company may issue new shares, adjust future dividend payments, return

capital to shareholders or sell assets.

During the year the Consolidated Entity retired $3,000,000 of debt, in the form of convertible notes, through the cash settlement
of the outstanding amount borrowed. At balance date the Consolidated Entity had no debt facilities in place (2008: $3,000,000).
In future periods the Consolidated Entity may seek to increase gearing levels if required.

The Company and its subsidiaries are not subject to any externally imposed capital requirements.
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21.

Option premium reserve
Balance 30 June

Foreign currency translation reserve
Balance 30 June

Share-based payment reserve
Balance 30 June

Accumulated losses
Balance 30 June

The option premium reserve is used to record any premium received upon grant of options.

The share-based payment reserve is used to record the deferred expense in relation to share based payments.
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Consolidated Company
2009 2008 2009 2008
$'000 $'000 $'000 $'000
1,773 1,773 1,773 1,773
216 (510) - -
731 200 731 200
(48,964) (20,400) (48,748) (20,910)

The foreign currency translation reserve is used to record exchange differences arising on consolidation of subsidiaries with
different functional currencies from the Company.

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

With respect to the payment of dividends (if any) by the Company in subsequent financial years, no franking credits are
currently available, or are likely to become available in the next 12 months. No dividends were paid or declared during the

current financial year.

Options

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

Type

Ambrian Options (EXRAO)
ESOP Tranche 1 (EXRAI)
ESOP Tranche 2 (EXRAI)
ESOP Tranche 3 (EXRAI)

2009 2008
Number Number
637,148 637,148
2,000,000 2,000,000
3,250,000 3,250,000
2,750,000 2,750,000
8,637,148 8,637,148

Exercise
Price

®)

0.600
0.250
0.300
0.350

Expiry

16-May-10
31-Mar-11
31-Mar-12
31-Mar-13

These options are unlisted and carry no dividend or voting rights. Upon exercise, each option is convertible into one ordinary

share to rank pari passu in all respects with the Company’s existing fully paid ordinary shares.
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21. Options (continued)

There was no movement in the number of options on issue during the current financial year.

Date Number

At 1 July 8,637,148
Movement -
At 30 June 8,637,148

22. Share-based payments
Employee Share Option Plan

The granting of up to 15,000,000 options under the Elixir Employee Share Option Plan (“Plan”) was approved by shareholders
at a general meeting held on 26 June 2008. Under the terms of the Plan the Board may offer options to eligible persons (as
determined by the Board) at such times and on such terms as the Board considers appropriate.

The fair value of options granted was calculated using the binomial option pricing model. An expense is recognised on a pro
rata basis over the period from grant date to vesting date.

No options were granted during the current financial year. The weighted average fair value of options granted during the year
was $0.00 per option (2008: $0.11), no options were forfeited during the year. Key inputs to the model used in the calculation
were as follows (see also Directors’ Report):

2009
No options were granted during the current financial year.

ESOP Tranche 1 ESOP Tranche 2 ESOP Tranche 3
EXRAI EXRAI EXRAI
2008 Grant date*: 26-Jun-08 26-Jun-08 26-Jun-08
Expected price volatility 70% 70% 70%
Exercise price $0.25 $0.30 $0.35
Expiry Date 31-Mar-11 31-Mar-12 31-Mar-13
Share price at grant date $0.26 $0.26 $0.26

* In accordance with AASB2, grant date for accounting purposes has been deemed to be the date shareholders approved the grant of options under the Plan,
rather than the actual dates of Offer and Acceptance under the Plan.

Vesting terms for the options granted under the Plan are as follows:
Tranche 1 — Not exercisable until 1 July 2008

Tranche 2 — Not exercisable until 31 March 2009

Tranche 3 — Not exercisable until 31 March 2010
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23. Reconciliation of loss after income tax to net cash outflow from operating activities

Consolidated Company

2009 2008 2009 2008

$'000 $'000 $'000 $'000
Operating loss from continuing operations after tax (27,349) (6,414) (27,838) (6,869)
Non-cash items
Impairment write down of investment in controlled entities - - 25,489 4,941
Impairment write down of oil and gas properties 18,386
Depreciation, depletion & amortisation 8,835 9,555 - -
Exploration & evaluation costs written down 1,187 1,211 - -
Share-based payment 530 200 605 126
Profit on sale of subsidiary - - (326) -
Net exchange rate differences (445) - 92 -
Non-operating cashflows
Finance costs 176 409 176 409
Underwriting fee - 134 - -
Interest income (279) (169) (275) (93)
Movement in assets and liabilities
Increase / (decrease) in current liabilities (2,261) 1,048 (219) 467
(Increase) / decrease in current assets 2,605 (3,412) (45) 20
Increase in provisions 270 - 270 -
Drilling costs netted against revenue - (1,224) - -
Net cash inflow / (outflow) from operating activities 1,655 1,338 (2,071) (999)

24. Jointly controlled assets

At the balance date, the Consolidated Entity has working interests in joint operating agreements for the following projects:

Project Blocks Activity Location Working
interest
High Island Project 268A Oil & Gas field, production project USA 30%
Pompano Project 446-L SE/4 Oil & Gas field, production project USA 25%
Red Fish Prospect 479-L N/2 & NE/4  Oil & Gas, exploration project USA 25%
Mulle Prospect 211/22b Oil & Gas, appraisal project UK 40%
Leopard Prospect 211/18b Oil & Gas, exploration project UK 56%
Bobcat Prospect* 21/16b Oil & Gas, exploration project UK 40%
Fat Cat Prospect 13/25 Oil & Gas, exploration project UK 12.5%

*Bobcat Prospect — The tenement was relinquished in April 2009.

Details of capital commitments in respect of these jointly controlled assets are disclosed in note 31.
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25. Key management personnel disclosures

(@) The directors of Elixir Petroleum Limited during the year were:

2009

Mr Jonathan Stewart — Executive Chairman
Mr Andrew Ross - Managing Director

Mr lain Knott - Executive Director

Mr Trevor Benson - Non-Executive Director (ceased 30 June 2009)

Dr John Robertson - Non-Executive Director

(b) Other key management personnel

Mr David Lim — Chief Financial Officer & Company Secretary (commenced 28 April 2009).
Mr Alex Neuling — Chief Financial Officer & Company Secretary (ceased 9 April 2009).

(c) Key management personnel compensation

Consolidated Company
2009 2008 2009 2008
$'000 $'000 $'000 $'000
Short term employee benefits 933 1,026 1,198 159
Post-employment benefits 19 11 19 11
Share-based payments 531 200 531 101
1,483 1,237 1,748 271
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25. Key management personnel disclosures (continued)

(d) Equity instrument disclosures relating to Key Management Personnel

Option holdings

The number of options over ordinary shares in the Company held during the financial year by each director of Elixir Petroleum
Limited and other key management personnel of the Consolidated Entity, including their personally related parties, are set out

below.
Exercised Balance when
Balance at 1 Granted as during the Net other ceased to be a Balance at 30
July compensation year change director June
2009
Directors
Current
Jonathan Stewart 2,500,000 - - 2,500,000
Andrew Ross 2,500,000 - - 2,500,000
lain Knott 2,500,000 - - 2,500,000
Trevor Benson® 250,000 - (250,000) -
John Robertson 250,000 - - 250,000
Other executives
David Lim?® - - - - -
8,000,000 - - (250,000) 7,750,000
2008
Directors
Current
Jonathan Stewart - 2,500,000 - - 2,500,000
Andrew Ross - 2,500,000 - - 2,500,000
lain Knott 2,000,000 2,500,000 (2,000,000) - 2,500,000
Trevor Benson - 250,000 - - 250,000
John Robertson 250,000 250,000 (250,000) - 250,000
Former
Russell Langusch 3,000,000 - (3,000,000) - -
Kent Hunter - - - - -
Other executives
Alex Neuling® - - - - -
5,250,000 8,000,000 (5,250,000) - 8,000,000

(1) Mr. Benson ceased being a Director on 30 June 2009.
(2) Mr. Lim commenced as CFO on 28 April 2009 and was appointed Company Secretary on 5 May 2009.
(3) Mr. Neuling ceased as CFO and 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 titled “Remuneration Report”.
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25. Key management personnel disclosures (continued)

Share holdings

The numbers of shares in the Company held during the financial year by each director of Elixir Petroleum Limited and other
Key Management Personnel of the Consolidated Entity, including their personally related parties, are set out below. No shares
were granted as compensation during the current reporting period.

Balance at 01
July

Initial held when
appointed

Exercised
during the
year

Net other
change

Balance when
ceased to be
director

Balance at 30
June

2009

Directors

Current

Jonathan Stewart”
Andrew Ross

lain Knott

Trevor Benson
John Robertson
Other executives
David Lim®

Alex Neuling®

281,250
35,000

425,000

281,250
35,000

425,000

741,250

741,250

2008

Directors

Current

Jonathan Stewart®
Andrew Ross
lain Knott
Trevor Benson
John Robertson
Former

Russell Langusch
Kent Hunter
Other executives
Alex Neuling®

4

425,000

750,000
375,000

250,000
35,000

750,000
375,000

281,250
35,000

425,000

1,550,000

285,000

31,250

1,125,000

741,250

(1) The holding above excludes the 24,000,000 shares held by Aurora Oil & Gas Ltd (ASX:AUT). Mr. Stewart is Chairman of Aurora Oil & Gas Ltd which is not a

related party under the Corporations Act.

(2) Mr. Lim commenced as CFO and Company Secretary on 5 May 2009.
(3) Mr. Neuling ceased as CFO and Company Secretary on 9 April 2009.
(4) Mr. Benson ceased being a Director on 30 June 2009.
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26. Related party transactions

Transactions with controlled entities are disclosed in note 12. Compensation and equity transactions with Key Management
Personnel are disclosed in note 25 and in the section of the Directors’ Report titled “Remuneration Report”.

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

Consolidated Company
2009 2008 2009 2008
Note $ $ $ $
Payments for services 0] 163,492 94,184 163,492 94,184
163,492 94,184 163,492 94,184

(i) During the year an amount of $163,492 (2008: $94,184) was paid on commercial terms for office accommodation (rental &
outgoings), car parking & office equipment to Epicure Administration Pty Ltd, a company of which Mr. Jonathan Stewart,
Chairman, is also a director and beneficial shareholder.

27. Deed of cross guarantee

Elixir Petroleum Limited and Elixir Petroleum (Australia) Pty Ltd are parties to a deed of cross guarantee under which each
company guarantees the debts of the other. By entering into the deed, the wholly-owned entities have been relieved from the
requirement to prepare a financial report and directors’ report under class Order 98/1418 (as amended) issued by the
Australian Securities and Investments Commission.

(a) Consolidated income statements and a summary of movements in consolidated retained earnings
The above companies represent a “Closed Group” for the purposes of the Class Order, and as there are no other parties to the
Deed of Cross Guarantee that are controlled by Elixir Petroleum Limited, they also represent the “Extended Closed Group”.

Set out below is a consolidated income statement and a summary of movements in consolidated retained earnings for the year
ended 30 June 2009 of the Closed Group consisting of Elixir Petroleum Limited and Elixir Petroleum (Australia) Pty Ltd.
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27. Deed of cross guarantee (continued)

(i) Income Statement for the year ended 30 June 2009

Closed Group

2009 2008

$'000 $'000
General & administrative costs (2,628) (1,507)
Share based payment expenses (605) (126)
Other income 810 -
EBITDAX (2,423) (1,633)
Exploration & evaluation costs written off 18 (112)
Provision against loans to Elixir Group companies (outside
the Closed Group / Extended Closed Group) (4,120) (4,995)
EBIT (6,525) (6,639)
Finance income 312 102
Finance costs (176) (409)
Loss before income tax (6,389) (6,946)
Income tax expense / benefit - -
Net loss attributable to members of Closed Group (6,389) (6,946)
Movement in accumulated losses for the year end 30 June
Closed Group accumulated losses at 1 July (20,987) (14,041)
Net loss of Closed Group for the year to 30 June (6,389) (6,946)
Closed Group accumulated losses as at 30 June (27,376) (20,987)
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27. Deed of cross guarantee (continued)

28.

(i) Balance sheet for the period ended 30 June 2009

Assets

Current assets

Cash and cash equivalents
Trade and other receivables

Total current assets

Non-current assets
Receivables

Investment in subsidiaries
Total non-current assets

Total assets

Liabilities

Current liabilities

Trade and other payables
Borrowings

Provisions

Total liabilities

Net assets

Equity

Contributed equity

Reserves
Accumulated losses

Total parent entity interest in equity

Remuneration of auditors

Closed Group

2009 2008
$'000 $000

7,337 7,877

47 -

7,384 7,877

6,174 12,913

22,775 22,828

28,949 35,742

36,333 43,618

290 1,023

- 3,000

270 -

560 4,023

35,773 39,595

60,644 58,609

2,504 1,973

(27,376) (20,987)

35,772 39,595

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

Mack & Co for:

- an audit or review of financial reports and other audit work

under the Corporations Act 2001

MaclIntyre Hudson LLP for:

- an audit of UK subsidiary accounts
Total remuneration for audit services

Consolidated Company
2009 2008 2009 2008
$ $ $ $
57,200 48,500 57,200 48,500
28,854 31,597 - -
86,054 80,097 57,200 48,500
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29. Financial risk management

The Company’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 the
Consolidated Entity’s financial performance and position with the “upside” potential made possible by exposure to these risks.
The Board manages the risks facing the Consolidated Entity by regularly monitoring the various risks affecting the business
and regularly reviewing the entities operating activities, financial performance and position both prospectively and
retrospectively.

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

(&) Market risk

(i) Commodity price risk

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

Supply and demand;

The level of consumer product demand;

Weather conditions;

The price and availability of alternative fuels;

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

During the year the Board decided that it would not be beneficial for the Consolidated Entity to purchase forward contracts or
other derivative financial instruments to hedge its commaodity price risk. Factors which the Board considered in arriving at this
position included the expense of purchasing such instruments, the low spot price of gas and the inherent difficulties associated
with forecasting future production levels. The Board regularly monitors oil and gas prices and market factors that affect these
prices. In future periods the Board may decide to enter into hedges to manage the Consolidated Entity's exposure to
commodity price risk if it is beneficial to do so.

(i) Foreign exchange risk

The Company’'s management 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 ($A). The Consolidated Entity maintains
a UK office and, as its activities include operations in the south of the USA, it also has significant United States dollar ($US)
denominated cash flows. As a result of these factors, the Consolidated Entity is exposed to foreign exchange risk arising from
fluctuations in the $A / $US and $A / EGBP exchange rates.

During the year the Board decided that it would not be beneficial for the Consolidated Entity to purchase forward contracts or
other derivative financial instruments to hedge its 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, the natural hedge provided by $US denominated production and the
Consolidated Entity’'s $US cash holdings. The Board regularly monitors the Consolidated Entity’s foreign exchange
requirements and its foreign exchange risk. The Board may in future periods enter into transactions to hedge its foreign
exchange risk if it is beneficial to do so.
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29. Financial risk management (continued)

The Consolidated Entity’s exposure to foreign currency risk

at the reporting date was as follows: 2009 2008
US$'000 £'000 US$'000 £'000
Cash 1,635 264 2,869 232
Trade and other receivables 318 110 3,204 161
Trade payables (95) (73) (1,047) (365)
1,858 301 5,026 28

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 prevailing exchange rates:

Consolidated

2009 2008
$'000 $'000
Hypothetical 10% strengthening of AU$ relative to US$ and £
Increase / (decrease) in loss after tax 266 481
Increase / (decrease) in equity (266) (481)
Hypothetical 10% weakening of AU$ relative to US$ and £
Increase / (decrease) in loss after tax (325) (588)
Increase / (decrease) in equity 325 588

(iii) Interest rate risk

As at, and during the year ended on balance date, the Consolidated Entity had no significant interest-bearing assets or
liabilities other than liquid funds on deposit and convertible notes (fixed rate). As such, the Consolidated Entity’s income and
operating cash flows (other than interest income from funds on deposit) are substantially independent of changes in market
interest rates. The Consolidated Entity’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 Floating rate* 8,081 10,604 5,536 6,823

Weighted average effective interest rate 2.8% (2008: 6.3%).
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29. Financial risk management (continued)

Company and Consolidated Entity 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 80 basis point increase
Increase / (decrease) in loss after tax (65) (85) (44) (55)
Increase / (decrease) in equity 65 85 44 55
Hypothetical 80 basis point decrease
Increase / (decrease) in loss after tax 65 85 44 55
Increase / (decrease) in equity (65) (85) (44) (55)

(b) Credit risk

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

Notwithstanding the above, the Consolidated Entity 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 private companies.

The Board are of the opinion that the credit risk arising as a result of this concentration of the Consolidated Entity’s assets is
more than offset by the potential benefits to be gained through continuing to build on the Consolidated Entity’s relationship with
the operators 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. 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 and other receivables 667 3,670 46 -
Total 667 3,670 46 -

(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 Consolidated Entity is able to meet its financial
obligations and maintain the flexibility to pursue attractive investment opportunities through keeping committed credit lines
available where possible, and ensuring that the Consolidated Group has sufficient working capital and preserving the 15%
share issue limit available to the Company under the ASX Listing Rules.

Maturities of financial liabilities

Consolidated Entity - As at reporting date the Consolidated Entity had total financial liabilities of $557,289 (2008: $5,983,171),
comprised of non interest-bearing trade creditors and accruals with a maturity of less than 6 months.

Company - As at reporting date the Company had total financial liabilities of $282,422 (2008: $4,019,548), comprised of non
interest-bearing trade creditors and accruals with a maturity of less than 6 months.
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Financial risk management (continued)
(d) Net fair value

The carrying amount of financial assets and liabilities recorded in the financial statements approximate their fair value as at
30 June 2009.

Subsequent events

There are no significant events that have occurred since balance date requiring separate disclosure.

Commitments and 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 other than:

Consolidated Company

2009 2008 2009 2008

$'000 $'000 $'000 $'000
Capital commitments
Within one year - 1,400 - -
Total - 1,400 - -
Non-cancellable operating lease
commitments
Within one year 77 54 - -
More than one year but less than five years 232 79 - -
Total 309 133 - -

During the year a rental lease to which Elixir Petroleum (UK) Ltd (discontinued operation) was party, was assigned to Elixir
Petroleum (Technical Services) Ltd. At balance date the remaining lease term was 4 years (2008: 5 years).

Dividends
No dividends have been proposed or paid during the year (2008: Nil).

Discontinued operations

During the current financial year Elixir Petroleum (UK) Limited together with its interest in exploration licence, Block SL-4,
located in Sierra Leone was sold. The decision to divest this licence was made on the basis that the continued involvement
with the license was not in the best interest of the Consolidated Entity. Sale of Elixir Petroleum (UK) Limited, which held the
interest in Block SL-4, to Prontinal Limited was completed on 30 April 2009. Prior to the sale of Elixir Petroleum (UK) Limited to
Prontinal Ltd, interests held in exploration licences other than Block SL-4, along with various assets and liabilities held by the
disposal company were acquired by other members of the Consolidated Entity.
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33. Discontinued operation (continued)

The financial performance and cash flows from the discontinued operation, Elixir Petroleum (UK) Limited, are set out below.

(i) Financial performance of discontinued operation

The financial performance information presented is for the 10 months to 30 April 2009 and the year ended 30 June 2008. This is
the period when the Consolidated Entity controlled the discontinued operation.

Consolidated Company
2009 2008 2009 2008
$'000 $'000 $'000 $'000
Revenue from discontinued operation
Interest earned 4 67 -
Gain on sale of assets 850 - -
Gain on disposal of investment - 26 -
Unrealised foreign exchange gains 112 - -
Total Revenue 966 93 -
Expenses
Other expenses (930) (1,620) -
Depreciation and amortisation expense - - -
Exploration & evaluation costs written off (317) (2,273) -
Loss on disposal of subsidiary (934) - -
(2,181) (2,893) -
Loss before income tax (1,215) (2,800) -
Income tax expense - - -
Loss from discontinued operation (1,215) (2,800) -
Earnings / (loss) per share
Basic loss per share (cents per share) (0.64) (2.14)
Diluted loss per share (cents per share) (0.64) (2.14)
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33. Discontinued operation (continued)

(ii) Cash flows from discontinued operation

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

Cash flows from operating activities

Payments to suppliers (1,282) (1,436) -

Net cash flows from operations (1,282) (1,436) -

Cash flows from investing activities

Payment for property, plant and equipment (88) (8)

Payment for exploration, evaluation and development (647) (980) -
Proceeds from sale of intangible assets - 255

Proceeds from sale of investments - 201

Interest received 4 67 -

Net cash outflows from investing activities (731) (465) -

Cash flows from financing activities

Loans - related entities 608 (472) -
Finance costs (1) -

Net cash inflows from financing activities 607 (472) -

Effect of exchange rates on cash 415 (207) -

Net decrease in cash and cash equivalents (991) (2,580) -

Cash and cash equivalent at beginning of period 1,004 3,584

Cash and cash equivalent at end of period 13 1,004 -
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