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Adelaide Energy Limited A.B.N 43 116 256 823

CHAIRMAN’S REPORT

Dear Shareholder

On behalf of the Board of Directors of Adelaide Energy Limited (“ADE”"), | am pleased to be able to present to you
the Annual Report of the Company for 2007/2008 financial year.

Otway Basin — South Australia

During this period, your Company has taken the important decision to acquire the Katnook Gas Fields and
associated processing plant near Penola in the Otway Basin of South Australia, from Origin Energy Resources
Limited and SAGASCO South East Inc. Upon closing the transaction (now anticipated for late October 2008) the
contract provides for ADE to succeed to the revenue stream with effect from October 2007.

The Otway Basin will therefore become a major focus, providing the Company with opportunities for early
commercialisation of the Jacaranda Ridge #2 discovery, access to infrastructure to support further exploration in
the area, and welcome cash flow during volatile economic times.

Further production testing at Jacaranda Ridge #2 has confirmed a sustained gas flow rate of 3 mcf and 200
barrels of oil/condensate per day. This, together with encouraging results from the seismic survey undertaken in
February 2008, provides a solid foundation for our next well in the PEL 255 licence area, timed for early 2009
(subject to rig availability).

Cooper Basin — South Australia

An extensive seismic survey has commenced on PELs 105 and 218. ADE holds a 100% interest in PEL 218 and
is entitled to earn a 50% interest in PEL 105.

West Florence Project - USA
The West Florence #1 well continues to produce oil, albeit at low rates.

This is nevertheless encouraging because the primary target is the Pierre formation and was unable to be tested.
We are therefore looking forward to the opportunity to participate in further wells in the West Florence project.

Changes to Personnel

The Company farewelled Ms Vicky Allinson in July, when she retired as our Company Secretary in order to
pursue other interests. Ms Pia Bentick-Owens has been appointed as our new Company Secretary.

We have also appointed the following additional staff to our executive team. Mr Bill Fawcett has been appointed
as our Exploration Manager. He is a Geologist with over 20 years experience in oil and gas exploration with
major Australian oil and gas exploration and production companies. In addition, we have appointed Mr Mark
Chalker as Health, Safety & Environmental Manager. He has over 25 years experience in the oil and gas
exploration industry. This experience includes working with both drilling contractors service companies and
exploration and production companies, both domestically and internationally.

Summary

The Board believes that a solid foundation has been laid for the Company’s growth and we look forward to this
impacting in a positive way on the Company’s prospects for the 2008/2009 financial year.

Yours sincerely

al .

Neville Martin
Chairman
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Adelaide Energy Limited A.B.N 43 116 256 823

REVIEW OF OPERATIONS
FOR THE YEAR ENDED 30 JUNE 2008

Adelaide Energy Limited (“the Company”) listed on the Australian Securities Exchange on the 14th June 2007.
The Company’s operating activity following listing has included:

1. Confirmation following testing of a significant gas and gas liquid discovery at Jacaranda Ridge #2 in PEL
255 of the Otway Basin, South Australia.

2. 48.2 square kilometres of 3D seismic data were acquired during the 2008 Jacaranda Ridge 3D Seismic
Survey. Preliminary interpretation of the data indicates two targets that are currently being matured for
drilling in 2009.

3. Continued oil production from its exploration well in the West Florence Project in Colorado USA. The
Company earned its 15% interest and commenced oil production from the Codell Sandstone during the
year. One of the primary targets (the Pierre) encountered oil on drilling but remains untested while the
Codell Sandstone continues to produce. The Company has since acquired a further 10% in the Project
due to the withdrawal of the original private US operator.

4. The Company has undertaken a range of projects using consultants for geophysical exploration and
interpretation, reservoir engineering and geology. An Exploration Manager and Health, Safety and
Environment Manager have been appointed to oversee operations and day to day management of
Cooper Basin and Otway Basin tenements held and operated by the Company.

The licence portfolio at the end of the reporting period is as follows: -

LICENCE INTEREST STATUS LOCATION

PEL-255 (Otway Basin) 100% Granted March 1, 2007 | South Australia
PEL-218 (Cooper Basin) 100% & Granted Nov 1, 2007 South Australia
PEL-105 (Cooper Basin) 50% © Interest to be earned South Australia
West Florence Project 25% Farm In complete Colorado, USA

@ Subject to the right of Icon to earn up to 66.6666% in the post Permian strata, or all levels above the Permian.

@ pdelaide Energy has the right to acquire a 50% participating interest in PEL 105 from Austin Exploration Limited following
an upward revision of the original PEL 105 Letter of Agreement; (refer to Part 14. 4 of the Prospectus for details).

DISCUSSION

PEL 255 — OTWAY BASIN, South Australia: 100% Interest

The Company drilled Jacaranda Ridge #2 in July 2007. Initial well testing indicated the discovery of commercial
gas and gas condensate in the Sawpit Sandstone reservoir. An extended production test (“EPT”) using a test
separator and collection tank for the gas condensate commenced on 16 September 2007 and enabled the
Company to estimate relative ratios of the hydrocarbon reserves in place — gas rates of 2.5 mmcfd were
measured with approximately 100 barrels condensate per million cubic feet associated liquids The EPT spinner
hung up at 2660 metres 100 metres off bottom due to a bridge in the wellbore but the tool was able to confirm that
a thick sand section at 2617 metres was not contributing to flow. The 27 metre thick upper Sawpit Sandstone
was likely to reservoir significant hydrocarbons consequently the decision was made to perforate the respective
interval using shaped charges. This technique is standard practice to access reserves behind steel in cased hole
but less common in un-cased borehole sections, hence the Company used an unconventional procedure to
stimulate production.

The sand was perforated in June 2008 after flowing pressures had been obtained. The recorded production data
and flare characteristics post-perforation clearly showed an increase in both pressure and content of higher
hydrocarbons. Black smoke following surging in the flare line indicated presence of oil in the liquid stream but a
guantitative estimate was not possible. The Company subsequently undertook further testing to quantify the
discovery and testing in July, 2008 confirmed gas flow rates of 3 mmcfd (a 20% increase over initial rates) with
200 barrels of condensate and oil per day.

Following confirmation of significant gas and liquid reserves in Jacaranda Ridge-2 a pipeline FEED study was
initiated. The pipeline will connect the Jacaranda Ridge Field to the Redman gas field which will be acquired
under the Sales and Purchase Agreement with Origin Energy Resources Limited and SAGASCO South East Inc.
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Adelaide Energy Limited A.B.N 43 116 256 823

REVIEW OF OPERATIONS
FOR THE YEAR ENDED 30 JUNE 2008

Results to date are summarised as average values below:

Date (&Time) Choke Size Flow Pressure Gas Flow Rate Condensate Flow | Comment
(1/647) (psig) @ @

2 June 2008 20 1100 1.80 N/A Pre-perforation

3 June 2008 20 1400 2.30 N/A Post-perforation

July 2008 36 530 3.0 200 Separator test

(1) :recorded in units of million standard cubic feet per day
(2) :recorded in unit of barrels per day (1 barrel is approximately 160 litres)

The Company completed the acquisition of the 2008 Jacaranda Ridge 3D seismic survey across the whole
Permit. The survey comprised 48.2 km? 3-D data and was completed in February 2008. Processing to enhance
data quality for fault interpretation and waveform attributes was monitored rigorously and the resultant high quality
data have already identified new plays and porosity trends.

PEL 218 — COOPER BASIN, South Australia: 100% Interest

The Permit was granted to the Company on 1 November 2007 following successful conclusion of Native Title
agreements in April 2007. The Company has committed to three exploration wells and 280 km of seismic within
the first two licence years. It entered into a farm-in agreement in April 2007 with Icon Energy Limited, Well Traced
Pty Ltd and Deka Resources Pty Ltd, details of which are contained in the Company Prospectus. The farm-in
agreement provides for the farminees to earn a 66.6% interest in the post-Permian (Mesozoic) section
encompassing targets in the Nappamerri, Hutton and Birkhead formations and Namur Sandstone Member. The
Company retains 100% equity in the Permian section. The farm-in commitment well Wakefield-1 is proposed to
drill coincident crests to the base of the Nappamerri Formation and evaluate hydrocarbon potential in the
Mesozoic section. In addition the farminees will pay for 100km 2D seismic.

The Company commenced interpretation of existing seismic data to generate targets for drilling and has
completed planning for a seismic survey to acquire 250 km 2D seismic. Seven drilling targets have been
identified in the Jurassic-Cretaceous section and Lead A was matured for drilling as the farm-in commitment well.
The proposed 2008 Wakefield Seismic Survey will detail a number of leads with the aim of maturing them to
prospect status; the survey commenced in September 2008 following completion of the Work Area Clearance in
association with traditional landowners in order to identify and protect regions of cultural significance. The 2008
Wakefield Seismic Survey will total 216 line kilometres and be shot in conjunction with acquisition in PEL 105.

Adelaide Energy retains 100% of the Permian section and the Company plans to drill an extended reach
horizontal well as part of its Permit commitments. The proposed well will target the Epsilon Formation for tight
gas in a predicted Deep Basin Gas play and the thick Permian Cooper Basin sands, shales and coals provide
multiple exploration opportunities for follow-up drilling. The area is an under-explored exploration permit with
potential reserves exceeding 20 TCF in close proximity to major gas infrastructure. Discussions with potential
farminees have been fruitful and an agreement is anticipated in the near future.

Deep Basin Gas plays have assumed greater importance following advances in drilling and completion
technology. Examples from Canada and the United States have demonstrated economic gas flows from tight
sand and shales formerly regarded as un-productive. The gas plays occur in deep basin regions where water-wet
sand overlies gas saturated reservoir in contradiction of conventional hydrocarbon reservoirs. Studies in the
Nappamerri Trough, Cooper Basin, have shown similarities with the overseas paradigms, namely moderately high
resistivity sands that flow at sub-commercial rates without any trace of co-produced water. Extended reach wells
have opened up long sections of tight reservoir and these sections, supplemented by fracture stimulation, have
produced high-rate commercial gas flows. Deep Basin Gas plays are a major resource because the trapping
mechanism does not rely on structural closure for entrapment, namely “anticlinal” roll-overs in which
hydrocarbons floating on water are confined to the dimensions of the trap.

Deep Basin Gas plays can extend outside structural closure across major portions of sedimentary basins and
simple volumetric reserve estimates based upon gas trapped in anticlines above water fail to represent their true
potential. Exploration permit PEL 218 extends across the major portion of the Nappamerri Trough and Adelaide
Energy estimates gas reserves exceeding 20 TCF are possible. The challenge for the Company is to drill and
produce the tight, sensitive reservoirs without causing damage and special drilling techniques will be used; in
addition a drilling rig capable of extended reach horizontal drilling is required.
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Adelaide Energy Limited A.B.N 43 116 256 823

REVIEW OF OPERATIONS
FOR THE YEAR ENDED 30 JUNE 2008

PEL 105

The Company entered in to farm-in agreement in October 2007 whereby it has the right to earn a 50% interest in
PEL 105 from Austin Exploration Limited (AKK) by funding 100% of the first commitment well. The Company also
assumed operatorship of the permit under the terms of the farm-in agreement. As part of this agreement and
subsequent to it, the Company was successful in negotiating a new work program for the permit. The revised
work programme consisted of two wells and 150 km? 3-D seismic.

Adelaide Energy continued to review the available seismic data and identified an anticlinal oil and gas play in the
western region of PEL 105 between the major Moorari and Kudreike fields. The play was re-mapped and
hydrocarbon potential was identified structurally up-dip of the Toonman-1 well drilled in 1983 on the western side
of structure. Toonman-1 was plugged and abandoned despite good hydrocarbon shows because the
Patchawarra and Tirrawarra reservoir quality was interpreted to be inferior to the high production rates being
achieved in the surrounding structures. The Company re-mapped the Toonman structure and clarified both the
azimuth and throw on a fault that bisects the crest; the proposed Pirie-1 well will intersect the top Tirrawarra
Sandstone target approximately 79 metres up-dip and on the eastern side of the north-south fault. Pirie-1 will test
perhaps one of the few remaining under-explored anticlinal plays in the Cooper Basin in a region close to major
infrastructure and highly productive gas and liquids fields.

Adelaide Energy has planned a seismic survey totalling 92 kilometres to be shot in conjunction with the 2008
Wakefield Seismic Survey. The survey will evaluate possible structures north-east of the Toonman Structure as
well as evaluate combination three-way anticlinal-fault bounded traps in close proximity to the Bookabourdie
Field. Bookabourdie Field lies in the eastern region of the Permit and an embayment overlying basement could
provide a trapping mechanism for flank traps in truncated sand units. Mapping based on existing seismic has
also indicated a fault trap against a basement high in the central southern region of the Permit adding to the
inventory of potential drilling targets.

The Company has ascertained that acquisition of 150 km? 3-D seismic in the current permit year is unlikely to be
cost effective and negotiations with the Government Regulator have been initiated to achieve a more constructive
outcome.

WEST FLORENCE PROSPECT, COLORADO USA — 25% Interest

The Company participated in the first exploration/observation well in the 12,000 acre Slanovich Prospect to earn a
15% working interest. Adelaide Energy reimbursed a portion of lease acquisition costs and paid 15% of the cost
of drilling, completing and testing West Florence-1 (“Slanovich 32-23"). The discovery well penetrated the Dakota
group, Muddy J Sand, Codell Sandstone, and Niobrara and the Pierre formations. West Florence-1 recovered
significant oil with water from four zones on the Upper Cretaceous section of the well between 5400’ and 5700’
(1646 — 1738 metres). An oail discovery was made in the Codell Sandstone and a pump was subsequently
installed. Oil was recovered at an initial rate of 35 barrels per day following installation of the pump but rates
subsequently declined to 10-15 barrels oil per day with 18-35 barrels water.

The petroleum potential for the West Florence Project is estimated to be in the order of 100-200 billion cubic feet
of recoverable gas in sands of the Muddy J and Dakota formations and potentially 15 million barrels of
recoverable oil cumulatively from the Pierre, Niobrara and Codell formations assuming adequate hydrocarbon
charge.

The Company increased its equity in the Prospect from 15% to 25% with the exit of Mountain Petroleum
Corporation and Victoria Petroleum N.L. assumed Operatorship with 40% equity. Following these changes the
participants and corresponding interests in the West Florence Project were

Adelaide Energy Limited 25%
Victoria Petroleum N.L. 40%
Fall River Resources Limited 25%

North American Oil Gas Energy Pty Limited 10%

Oil production declined to 2 — 10 barrels during the last quarter due to mechanical problems; the Company is
waiting for the Operator now to restore production via improved pump efficiency. One of the primary targets (the
Pierre) remains untested but encountered oil on drilling — this play will be matured for testing in a new well to be

drilled when an available rig becomes available within the Operator’s current schedule.
(s

\(
E —Ty ¢ o A

Carl Darsch
Managing Director
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Adelaide Energy Limited A.B.N 43 116 256 823

CORPORATE GOVERNANCE STATEMENT (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2008

The Board of Directors of Adelaide Energy Limited has established corporate governance policies and
procedures, where practicable, consistent with the revised Corporate Governance Principles and
Recommendations issued by the ASX Corporate Governance Council (ASX Recommendations).

The following statement sets out a summary of the Company's corporate governance practices that were in place
during the financial year and how those practices relate to the revised Corporate Governance Principles and
Recommendations issued by the Australian Stock Exchange Corporate Governance Council (ASX
Recommendations). The Company has elected to undergo an early transition to the revised Principles and
Recommendations and as such has reported against these for the financial year ending 30 June 2008.

These recommendations are not intended to be prescriptions to be followed by all ASX listed companies, but
rather guidelines designed to produce an effective, quality and integrity outcome. The Corporate Governance
Council has recognised that a 'one size fits all' approach to Corporate Governance is not required. Instead, it
states aspirations of best practice for optimising corporate performance and accountability in the interests of
shareholders and the broader economy. A company may consider that a recommendation is inappropriate to its
particular circumstances and has flexibility not to adopt it and explain why.

In ensuring ethical behaviour and accountability, the Board has included in its corporate governance policies
those matters contained in the ASX Recommendations where applicable. However, the Board also recognises
that full adoption of the above ASX Recommendations may not be practical nor provide the optimal result given
the particular circumstances and structure of the Company. The Board is, nevertheless, committed to ensuring
that appropriate Corporate Governance practices are in place for the proper direction and management of the
Company. This statement outlines the main Corporate Governance practices of the Company disclosed under
the ASX Recommendations, including those that comply with best practice and which unless otherwise
disclosed, were in place during the whole of the financial year ended 30 June 2008.

PRINCIPLE 1
Lay solid foundations for management and oversight

Recommendation 1.1 — Recommendation followed
The Board is governed by the Corporations Act 2001, ASX Listing Rules and a formal constitution adopted by the
Company in 2005.

The role of the Board is to provide leadership and direction to management and to agree with management the
aims, strategies and policies of the Company for the protection and enhancement of long-term shareholder value.

The Board takes responsibility for the overall Corporate Governance of the Company including its strategic
direction, management goal setting and monitoring, internal control, risk management and financial reporting.

The Board has an established framework for the management of the entity including a system of internal control,
a business risk management process and appropriate ethical standards. In fulfilling its responsibilities, the Board
is supported by an Audit & Risk Committee to deal with internal control, ethical standards and financial reporting.

The Board has appointed a Managing Director responsible for the day to day management of the Company
including management of financial, physical and human resources, development and implementation of risk
management, internal control and regulatory compliance policies and procedures, recommending strategic
direction and planning for the operations of the business and the provision of relevant information to the Board.

The Board has adopted a formal statement of matters reserved to it in a board charter that details its functions
and responsibilities.

Recommendation 1.2 — Recommendation followed

The Board takes overall responsibility for monitoring the composition of the Board and reviewing the performance
and compensation of the Company's Executive directors and senior management with the objective of motivating
and appropriately rewarding performance.

A Remuneration Committee has been established to:

. review when required, the engagement, performance and remuneration of senior executives of the
Company;
. recommend to the Board appropriate terms and conditions of engagement.
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Adelaide Energy Limited A.B.N 43 116 256 823

CORPORATE GOVERNANCE STATEMENT (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2008

The Remuneration Committee is comprised of 2 Directors; Mr Neville Martin (Chairman of the Company) and Mr
Roderic Hollingsworth.

Recommendation 1.3 — Recommendation followed

During the period the Board considered a performance evaluation of the Managing Director undertaken by the
Remuneration Committee. The evaluation was in accordance with the Company's process for evaluation of
senior executives.

PRINCIPLE 2
Structure the board to add value

Recommendation 2.1 — Recommendation not followed
The composition of the Board consists of four directors of whom two are Independent Directors.

The Chairman is a non-executive director however at the date of this Annual Report is not considered to be an
independent director because of his substantial interest in the Company. The Board has determined that Mr
Martin's experience as a director of listed oil & gas exploration companies is of benefit to the Company and
given the Company's size, there are no plans to appoint an independent non—executive Chairman.

The Audit & Risk Committee currently consists of two Independent directors and the Chairman of the Company.

Recommendation 2.2 — Recommendation not followed
The Chairman, Mr Martin is not an Independent Director by virtue of his substantial interest in the Company and
notwithstanding that a significant part of that interest is held non-beneficially.

Recommendation 2.3 — Recommendation followed

Mr Martin's role as Chairman of the Board is separate from that of the Managing Director, Mr Dorsch who is
responsible for the day to day management of the Company and is in compliance with the ASX Recommendation
that these roles not be exercised by the same individual.

Recommendation 2.4 — Recommendation not followed

The Board believes that given the size of the Company and the stage of the entity's life as a publicly listed junior
oil and gas exploration company, that the cost of establishing a Nomination Committee and a formal charter as
recommended under Recommendation 2.4, cannot be justified by the perceived benefits of doing so.

Recommendation 2.5 — Recommendation not followed

The Board recognises that as a result of the Company's size and the stage of the entity's life as a publicly listed
junior oil and gas exploration company, the assessment of the Board's overall performance and its own
succession plan is conducted on an informal basis. Whilst this is at a variance with the ASX Recommendation
2.5, the Directors consider that at the date of this report an appropriate and adequate process for the evaluation
of Directors is in place.

Recommendation 2.6 — Recommendation followed

The names of the directors of the Company and terms in office at the date of this Statement together with their
skills, experience, expertise and financial interests in the Company are set out in the Directors' Report section of
this report.

Messrs Hollingsworth and Hunt are considered to be independent.

The Company has no relationships with any of the independent directors which the Company believes would
compromise the independence of these directors.

All directors are entitled to take such legal advice as they require at any time and from time to time on any matter
concerning or in relation to their rights, duties and obligations as directors in relation to the affairs of the
Company at the expense of the Company upon seeking permission and being granted it by the Chairman.

The Company's constitution specifies the number of directors must be at least three and at most ten. The Board
may at any time appoint a director to fill a casual vacancy. Directors appointed by the Board are subject to
election by shareholders at the following annual general meeting and thereafter directors (other than the
Managing Director) are subject to re-election at least every three years. The tenure for executive directors is
linked to their holding of executive office.

As the board does not have a Nomination Committee, the functions of this Committee in its absence are dealt
with by the Board as a whole.
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Adelaide Energy Limited A.B.N 43 116 256 823

CORPORATE GOVERNANCE STATEMENT (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2008

An assessment of the Board's overall performance and its own succession plan is conducted on an informal
basis and was done so during the year by the Chairman.

PRINCIPLE 3
Companies should actively promote ethical and responsible decision making

Recommendation 3.1 — Recommendation followed
The Company does have a formal code of conduct. The Company requires all its directors and employees to
abide by the standards of behaviour and business ethics in accordance with the law and the code of conduct.

The following standards of behaviour apply:
e  Comply with the laws that govern the Company and its operations.
e Act honestly and with integrity and fairness in all dealings with others and each other.
e Avoid or manage conflicts of interest.
e Use Company assets properly and efficiently for the Company’s benefit.
e Contribute to the well being of the Company’s key stakeholders.

e Seekto be an exemplary corporate citizen.

Directors are also required to provide the Company with details of all securities registered in the director's name
or an entity in which the director has a relevant interest within the meaning of section 9 of the Corporations Act
2001 and details of all contracts, other than contracts to which the Company is a party to which the director is a
party or under which the director is entitled to a benefit, and that confer a right to call for or deliver shares in the
Company and the nature of the director's interest under the contract.

Directors are required to disclose to the Board any material contract in which they may have an interest. In
accordance with Section 195 of the Corporations Act 2001, a director having a material personal interest in any
matter to be dealt with by the Board, will not be present when that matter is considered by the Board and will not
vote on that matter.

Recommendation 3.2 — Recommendation followed

Directors, officers and employees are not permitted to trade in securities of the Company at any time whilst in
possession of price sensitive information not readily available to the market. Section 1043A of the Corporations
Act 2001 also prohibits the acquisition and disposal of securities where a person possesses information that is
not generally available and which may reasonably be expected to have a material effect on the price of the
securities if the information was generally available. Securities trading policies have been established and all
employees and Directors are obliged to comply.

All directors have been required to disclose details of all securities registered in the director's name or an entity in
which the director has a relevant interest within the meaning of section 9 of the Corporations Act 2001 and details
of all contracts, other than contracts to which the Company is a party, to which the director is a party or under
which the director is entitled to a benefit, and that confer a right to call for or deliver shares in the Company and
the nature of the director's interest under the contract.

Recommendation 3.3 — Recommendation followed
The Company's Trading Policies can be found at www.adelaideenergy.com.au

PRINCIPLE 4
Safeguard integrity in financial reporting

Recommendation 4.1 — Recommendation followed

Adelaide Energy Limited is not a company required by ASX Listing Rule 12.7 to have an Audit Committee during
the year although it is an ASX Recommendation. Notwithstanding the Listing Rule requirement, an Audit & Risk
Committee has been established by the Company to oversee corporate governance over internal controls, ethical
standards, financial reporting, and external accounting and compliance procedures.

The main responsibilities of the Audit & Risk Committee include;

. reviewing, assessing and making recommendations to the Board on the annual and half year financial
reports and all other financial information published or released to the market by the Company;
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Adelaide Energy Limited A.B.N 43 116 256 823

CORPORATE GOVERNANCE STATEMENT (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2008

. overseeing establishment, maintenance and reviewing the effectiveness of the Company's internal
controls and ensuring efficacy and efficiency of operations, reliability of financial reporting and
compliance with applicable Accounting Standards and ASX Listing Rules;

. liaising with and reviewing reports of the external auditor; and

. reviewing performance and independence of the external auditor and where necessary making
recommendations for appointment and removal of the Company's auditor.

Recommendation 4.2 — Recommendation followed
The Audit & Risk Committee consists of three non-executive directors. Two members are non-executive,
independent Board directors (Messrs Hunt and Hollingsworth) and the Committee is chaired by Mr Hunt.

The non-executive Chairman of the Company, Mr Martin, is also a member of the Audit Committee.

Recommendation 4.3 — Recommendation followed
The Company'’s Audit & Risk Committee charter can be found at www.adelaideenergy.com.au.

Recommendation 4.4 — Recommendation followed
Mr Hunt is a qualified Chartered Accountant. Details of the Audit & Risk Committee member's qualifications and
attendance at meetings are set out in the Directors' Report section of this report.

The committee meets at least twice per annum and reports to the Board. The Managing Director, Company
Secretary and external auditor may by invitation attend meetings at the discretion of the Committee.

PRINCIPLE 5
Make timely and balanced disclosure

Recommendation 5.1 and 5.2 — Recommendations followed

The Company operates under the continuous disclosure requirements of the ASX Listing Rules and ensures that
all information which may be expected to affect the value of the Company's securities or influence investment
decisions is released to the market in order that all investors have equal and timely access to material
information concerning the Company. The information is made publicly available on the Company's website
following release to the ASX.

The Company’s formal policy for continuous disclosure can be found at www.adelaideenergy.com.au.

The Company's Managing Director has the responsibility for ensuring that all relevant information is released to
the market in a timely manner in consultation with the Board. The Company considers this to be a satisfactory
protocol given the size and stage of the Company's development.

PRINCIPLE 6
Respect the rights of shareholders

Recommendation 6.1 and 6.2 — Recommendations followed

The Board aims to ensure that shareholders are informed of all major developments affecting the Company's
state of affairs. In accordance with the ASX Recommendations, information is communicated to shareholders as
follows:

. the annual financial report which includes relevant information about the operations of the Company
during the year, changes in the state of affairs of the entity and details of future developments, in
addition to the other disclosures required by the Corporations Act

. the half yearly financial report lodged with the Australian Stock Exchange and Australian Securities and
Investments Commission and sent to all shareholders who request it;

. notifications relating to any proposed major changes in the Company which may impact on share
ownership rights that are submitted to a vote of shareholders;

. notices of all meetings of shareholders;

. publicly released documents including full text of notices of meetings and explanatory material made

available on the Company's web-site; and

. disclosure of the Company's Corporate governance practices and communications strategy on the
entity's web-site.
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Adelaide Energy Limited A.B.N 43 116 256 823

CORPORATE GOVERNANCE STATEMENT (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2008

The Board encourages full participation of shareholders at the Annual General Meeting to ensure a high level of
accountability and identification with the Company's strategy and goals. Important issues are presented to the
shareholders as single resolutions. The external auditor of the Company is also invited to the Annual General
Meeting of shareholders and is available to answer any questions concerning the conduct, preparation and
content of the auditor's report. Pursuant to section 249K of the Corporations Act 2001 the external auditor is
provided with a copy of the notice of meeting and related communications received by shareholders.

The Company’'s policy for shareholder communication is posted on the Company's web-site,
www.adelaideenergy.com.au

PRINCIPLE 7
Recognise and manage risk

Recommendation 7.1, 7.2 and 7.4 — Recommendations not followed

The Board recognises that there are inherent risks associated with the Company's operations including oil and
gas exploration and production, environmental, title and native title, legal and other operational risks. The Board
endeavours to mitigate such risks by continually reviewing the activities of the Company in order to identify key
business and operational risks and ensuring that they are appropriately assessed and managed. No formal
report in relation to the Company's management of its material business risk is presented to the Board.

Due to the size of the Company and the stage of life of the entity as a publicly listed junior exploration company,
and the inherent risks associated with the industry it operates in, the Board does not believe formal policies for
oversight and management of risk is required nor a mechanism for formal review be established. The policy
describing how the Company manages risk by procedures established at Board and executive level can be found
posted on the Company's web-site, www.adelaideenergy.com

Recommendation 7.3 — Recommendation followed

In accordance with ASX Recommendation 7.3 the Managing Director and acting Chief Financial Officer have
provided an assurance that the written declarations under s295A of the Corporations Act are founded on a sound
system or risk management and internal control and that the system is operating effectively in all material
respects in relation to financial reporting risks. The Managing Director and acting Chief Financial Officer gave
that assurance at the time the s295A declarations were provided to the Board.

PRINCIPLE 8
Remunerate fairly and responsible

Recommendation 8.1 — Recommendation followed
The Board has established a Remuneration Committee. The members are Roderic Hollingsworth and Neville
Martin.

Recommendation 8.2 and 8.3 — Recommendations followed

In accordance with ASX Recommendation 8.2 the Company's remuneration practices are set out as follows. The
Company's Constitution specifies that the total amount of remuneration of non-executive directors shall be fixed
from time to time by a general meeting. The current maximum aggregate remuneration of non-executive
directors has been set at $500,000 per annum. Directors may apportion any amount up to this maximum amount
amongst the non-executive directors as they determine. Directors are also entitled to be paid reasonable
travelling, accommodation and other expenses incurred in performing their duties as directors.

Non-executive director remuneration is by way of fees and statutory superannuation contributions. Non-executive
directors do not participate in schemes designed for remuneration of executives nor do they receive options or
bonus payments and are not provided with retirement benefits other than salary sacrifice and statutory
superannuation.

The Company also has an Employee Share Option Plan approved by shareholders that enables the Board to
offer eligible employees options to ordinary fully paid shares in the Company. Under the terms of the Plan,
options to ordinary fully paid shares may be offered to the Company's eligible employees at no cost in
accordance with the terms and conditions of the Plan. The objective of the Plan is to align the interests of
employees and shareholders by providing employees of the company with the opportunity to participate in the
equity of the Company as an incentive to achieve greater success and profitability for the Company and to
maximise the long term performance of the Company. The non-executive directors are not eligible to participate
in the Plan.
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CORPORATE GOVERNANCE STATEMENT (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2008

The employment conditions of the Managing Director are formalised in a contract of employment. The Managing

Director's contract may be terminated at any time by mutual agreement or without notice in serious instances of
misconduct.

Further details of director's remuneration, superannuation and retirement payments are set out in the
Remuneration Report section of the Directors' Report.

These Corporate Governance Policies can be found at www.adelaideenergy.com.au
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DIRECTORS’ REPORT
FOR THE YEAR ENDED 30 JUNE 2008

The Directors present this report on the Company for the financial year ended 30 June 2008.

1 Directors

The names of each person who has been a Director during the year and to the date of this report are:

Neville Martin — LLB (Chairman)

Neville Martin is a partner with the law firm Minter Ellison in Adelaide, and has 35 years experience in corporate
law and mining oil and gas law. He is a former State President of the Australian Mining & Petroleum Law
Association. Mr Martin is also a Director of Island Sky Australia Limited (ASX Listed). Mr Martin was also a
director of Austin Exploration Ltd (an oil and gas exploration company) from 11 May 2005 to 28 July 2008.

Mr Martin is aged 59 years.

Carl Dorsch — BSc, BE, CEng, FIChemE (Managing Director)

Carl Dorsch is a Chartered Chemical Engineer with a career in oil, gas and other mining projects in Australia and
overseas. He has 25 years experience in the hydrocarbon sector having been involved in drilling, completion and
production operations.

Over the last 5 years he has secured hardrock interests in Australia as Managing Director of Dorsch Resources
Pty Ltd. He is a Director of Primary Resources Ltd (an ASX listed minerals exploration company with a particular
focus on gold, copper, nickel and uranium) since appointment in March 2007.

He is aged 54 years.

Roderic Hollingsworth — BSc (Hons), FAIE (Non-executive Director)

Rod Hollingsworth is a geophysicist with extensive experience in minerals and oil and gas exploration. He was
the Exploration Manager for Delhi Petroleum Pty Ltd during the period of major discoveries in the Cooper Basin,
and has consulted to Santos Ltd and other oil and gas explorers. He was the Executive Director and Director of
Operations of Stuart Petroleum Limited August 1999 to February 2003.

Mr Hollingsworth was the Non Executive Chairman of ASX Listed Company, Fall River Resources Limited
(Canadian and ASX Listed petroleum exploration and production company) (appointed July 2005 and retired on
29 February 2008). He was the Chairman of Primary Resources Ltd until 13 June 2008. He is a Fellow of the
Australian Institute of Energy and a member of the Australian Society of Exploration Geophysicists and the
Petroleum Society of Australia.

He is aged 72 years.

Peter Hunt — FCA (Non-executive Director)

Peter Hunt is the Managing Partner of PKF Adelaide, Chartered Accountants. He is a Fellow of the Institute of
Chartered Accountants in Australia.

Mr Hunt has been Chairman of the ASX Listed Company, Intermin Resources Limited since 1989 and a Non-
executive Director of the ASX Listed Company, Primary Resources Limited since 9 November 2005. He was also
a Director of Greater Pacific Gold NL from September 2004 to April 2005.

Mr Hunt is aged 62 years.

Particulars of Director’s shareholdings appear in other parts of this Annual Report.

Page 13 of 54



Adelaide Energy Limited A.B.N 43 116 256 823

DIRECTORS’ REPORT (CONTINUED)
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2 Secretary

The Company Secretary for 2007/2008 was Mrs Victoria Marie Allinson FCCA, aged 38, an affiliate of the
Chartered Secretaries Australia and a fellow of The Association of Chartered Certified Accountants. She has
extensive commercial and public practice experience that includes being Chief Accountant for an ASX listed
manufacturing company and an Audit Manager for Deloitte, Touche Tohmatsu. Mrs Allinson is also Company
Secretary for numerous companies including Adelaide Equity Partners Ltd and Centrex Metals Limited (ASX
Listed).

Mrs Allinson resigned as Company Secretary on 30 July 2008, and Ms Pia Bentick-Owens was appointed
Company Secretary. Ms Bentick-Owens is a fellow of the Chartered Secretaries Australia and a non-practising
Barrister in England and Wales. She has extensive experience that includes being employed as Company
Secretary/Legal Counsel for a number of private and public listed companies in Australia and in the UK.

Directors’ Meetings

The number of Directors meetings and number of meetings attended by each of the Directors of the Company
during the financial year are:

Director Director’'s Meetings Audit and Risk Remuneration
Committee Committee Meetings
Meetings
No. No. of No. No. of No. No. of
attended meetings attended meetings attended meetings
held held held
Neville Martin 10 10 2 2 1 1
Carl Dorsch 10 10 - - - -
Roderic
Hollingsworth 9 10 2 2 1 1
Peter Hunt 9 10 2 2

The Remuneration Committee comprises of two Directors (as detailed in 1.2 of the Corporate Governance
Statement), and meets as circumstances require.

3 Operating Results

The net loss of the Company for the year ended 30 June 2008 was $271,900 (2007:$ 818,241). Since admission
to the official listing on the Australian Stock Exchange on 14 June 2007, the company has used the cash assets in
a form readily convertible to cash that it had at the time of admission in a manner consistent with its business
objectives.

4 Review of Activities

During the year the Consolidated Entity undertook the following:

Exploration Activities

PEL 255

After the award of the licence, the Company proceeded with the necessary planning and regulatory approvals to
drill its first well.

An oil appraisal well, Jacaranda Ridge #2 was drilled by the Company and designed as a step out well from the
original oil discovery on Jacaranda Ridge #1. The primary target for Jacaranda Ridge #2 however was the top
Sawpit sandstone which was untested in the original well. The secondary target was the lower Sawpit sand
member that tested an oil rate of 405 barrels per day on the original well.

Extended testing operations by the Company confirmed the primary target was not contributing to flow. The

Company perforated the top Sawpit Sandstone on June 3" 2008, and an increase in pressure and indications of
oil in the flare were noted. Subsequent production testing was undertaken after the reporting period.
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DIRECTORS’ REPORT (CONTINUED)
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4  Review of Activities (continued)
PEL 218

The Company was granted the Permit on 1 November 2007 after successfully concluding Native Title agreements
in April 2007.

A number of leads were identified following extensive geophysical and geological work by the Company. This
also led to a proposed Wakefield-1 well which will be drilled on a mature prospect in the future. The Wakefield
Seismic Survey was proposed also and will further detail other leads for drilling crestal oil plays in the Namur
Sandstone Member and Hutton Sandstone.

Presentations to emphasise the Permit’'s potential for tight gas plays were completed and shown to interested
parties desiring farm-in opportunities. PEL 218 is regarded as having multi-TCF gas reserves accessible with new
extended-reach drilling technology.

PEL 105

The Company entered into a Letter of Agreement enabling it to earn a 50% participating interest in PEL 105 by
paying 100% of the cost of drilling one well following negotiation of a new work program for the permit.

The Company has completed data collection and interpretation of available seismic data and laid out a 93 km
seismic survey over regions of the Permit. The seismic will be acquired as part of the future 2008 Wakefield
Seismic Survey planned for PEL 218 as well.

Hydrocarbon potential of the Toonman Structure which has been studied by the Company will now be tested by
the drilling of Pirie-1 in the future.

West Florence Prospect: Colorado, USA

The West Florence 1 test well was drilled and cased with 4% inch production casing to a total depth of 1956m on
17 June 2007. A testing program for the well using a smaller workover rig was completed by the operator in
August 2007 to evaluate the significance of the hydrocarbon shows seen whilst drilling the primary target, the
Muddy J sand and two zones in the underlying Main Dakota Formation.

The Codell Sandstone subsequently continued to produce oil at rates of 10 - 20 BOPD during part of the reporting
period but these rates began to decline toward the end of the period. The operator continued to assess ways to
enhance production. The Niobrara and the Pierre Formations are regarded as prospective but have not been
perforated.

The Company increased its equity in the Prospect from 15% to 25% with the exit of Mountain Petroleum
Corporation, the private US operator.

Corporate Activities

On 2 July 2007 100,000 Listed Options were exercised at $0.25c resulting in 100,000 ordinary shares being
issued.

5 Significant Changes in State of Affairs

There were no significant changes in the state of affairs of the Company during the year apart from those referred
to elsewhere in this report.

6 Principal Activities

The principal activities of the Company during the year consisted of the exploration for oil and gas and the
accumulation and acquisition of hydrocarbon prospective areas.
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7 Events Subsequent to Balance Date
Activity that has occurred subsequent to the Balance Date is as follows:
Acquisition

Purchase of the Katnook Gas Plant and associated facilities

The Company entered into a Sales and Purchase Agreement in July 2008 to acquire the Katnook Gas Plant, the
Ladbroke Grove Gas Plant, associated pipelines and gas wells from Origin Energy Resources Limited and
SAGASCO South East Inc. The acquisition of these assets will allow the Company to process gas from its 100%
owned Jacaranda Ridge Field in addition to continued production from the existing fields.

Corporate

Mrs Allinson resigned as Company Secretary on 30 July 2008, and Ms Pia Bentick-Owens was appointed
Company Secretary.

8 Future Developments

The likely future developments of the Company during the next financial year will involve the ongoing principal
activity of oil and gas exploration.

9 Environmental Issues

The Company is subject to significant environmental regulations under Commonwealth and/or State and/or
Territory and/or United States laws. The Company has not been advised of any environmental breaches during
the year.

10 Remuneration Report (Audited)

This report details the nature and amount of remuneration for each Director of Adelaide Energy Limited. Apart
from the Managing Director, there were three other employees.

10.1 Remuneration policy

The Company’s policy for determining the nature and amount of emoluments of board members and senior
executives of the Company is as follows:

The objective of the Company's executive reward framework is to ensure reward for performance is competitive
and appropriate for the results delivered. The framework aligns executive reward with achievement of strategic
objectives and the creation of value for shareholders, and conforms with market best practice for delivery of
reward. The Board ensures, through delegation to the remuneration committee, that executive reward satisfies
the following key criteria for good governance practices:

. competitiveness and reasonableness

. acceptability to shareholders

. performance linkage / alignment of executive compensation
o transparency

. capital management
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10.2 Directors’ and Executive Officers’ Remuneration

Remuneration of the Directors and key management personnel is as follows:

2008 2007
Post Post
employment employment
Short Term Benefits benefit Short Term Benefits benefit

Salary Fees Superannuation Salary Fees Superannuation

Key Management
Person $ $ $ $ $ $
Mr N Martin - 60,000 - - 25,000 -
Mr C Dorsch - 300,000 - - 125,000 -
Mr R Hollingsworth 36,697 - 3,303 15,290 - 1,377
Mr P Hunt - 40,000 - - 16,667 -
Mrs V Allinson® - - - - - -

36,697 400,000 3,303 15,290 166,667 1,377

‘@ Mrs Allinson is an employee of and is remunerated by Adelaide Equity Partners Limited as part of their service
agreement. During the year ended 30 June 2008 Adelaide Equity Partners Limited charged $45,304 (2007:
$13,588). At balance date there was $nil unpaid (2007: $7,300).

Equity Instruments issued as remuneration
The value of Unlisted Options issued as part of remuneration is $nil (2007; $nil).

Options issued as part of remuneration for the year ended 30 June 2007

Options were issued to Directors as part of their remuneration. The options are not issued based on performance
criteria, but are issued to all Directors of Adelaide Energy Limited to increase goal congruence between Directors
and Shareholders.

On the 29 March 2007 15,348,837 Unlisted Options were issued to Directors as listed in 10.3. Unlisted Options
have an exercise price of $0.40 and expire on 30 June 2011. The fair value per option at grant date was $nil
using the Black and Scholes valuation methodology.

10.2 Directors’ and Executive Officers’ Remuneration (continued)

Performance income
The Executive Director was not paid performance related income during the current or prior year.

Employment contracts of Directors and senior executives

The employment conditions of the Managing Director, Mr Carl Dorsch, are formalised in a Managing Director’s
Service Agreement dated 22 March 2007 between Dorsch Consultants Pty Ltd (Contractor) and Adelaide Energy
Limited (“Agreement”). The Contractor agrees to provide the services of Mr Dorsch to act as Managing Director
of the Company. The agreement commenced on the 1 February 2007 for an initial term of three years.

Under the Agreement the Contractor will be paid $300,000 per annum including superannuation. In addition, the
Contractor will be issued the following Unlisted Options at an exercise price of $0.40 per share and expire on 30
June 2011:

(@) On the date being the first anniversary of the Commencement Date: 666,666 Unlisted Options;

(b) On the date being the second anniversary of the Commencement Date: 666,666 Unlisted Options; and

(c) On the date being the third anniversary of the Commencement Date: 666,668 Unlisted Options,

provided that if the Agreement is terminated prior to any of those dates, the Company will have no obligation to
grant any of the outstanding options.

Page 17 of 54



Adelaide Energy Limited A.B.N 43 116 256 823

DIRECTORS’ REPORT (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2008

At the 30 June 2008 Mr Dorsch was entitled to 666,666 options (see (a) above) however these options were not
issued during the financial year.

Remuneration for Non-executive Directors

The Company’s Constitution specifies that the total amount of remuneration of non executive Directors shall be
fixed from time to time by a general meeting. The current maximum aggregate remuneration of non executive
Directors has been set at $500,000 per annum. Directors may apportion any amount up to this maximum amount
amongst the non executive Directors as they determine. Directors are also entitled to be paid reasonable
travelling, accommodation and other expenses incurred in performing their duties as directors.
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10.3Directors’ and Executive Officers’ Interests and Options

Options and Rights Holdings
Number of Unlisted Options held by Key Management Personnel

Balance Issued Exercised Issued Cancelled Balance™

30 June 07 30 June 08
Mr N Martin® 4,651,162 - - - - 4,651,162
Mr C Dorsch 4,651,163 - - - - 4,651,163
Mr R Hollingsworth® 4,651,163 - - - - 4,651,163
Mr P Hunt 1,395,349 - - - - 1,395,349
Mrs V Allinson - - - - - -
Total 20,000,000 - - - - 20,000,000

Balance Issued Issued Cancelled Balance™

30 June 06 24 August 06 Exercised 29 March 07 29 March 07 30 June 07
Mr N Martin® - 5,000,000 - 4,651,162 (5,000,000) 4,651,162
Mr C Dorsch - 5,000,000 - 4,651,163 (5,000,000) 4,651,163
Mr R HoIIingsworth(S) - 5,000,000 - 4,651,163 (5,000,000) 4,651,163
Mr P Hunt - 1,500,000 - 1,395,349 (1,500,000) 1,395,349
Mrs V Allinson - - - - - -
Total - 21,500,000 - 20,000,000 (21,500,000) 20,000,000

"W'The total options are fully vested, however they are subject to an escrow period ending on 18 June 2009, at
which date they are exercisable.

"@'4,349,335 options are held by Mr Martin on behalf of some of the partners of Minter Ellison (Adelaide).

@ All options are held by Mr Hollingsworth on behalf of the RJS Hollingsworth Family Trust.

No options were exercised during the year.
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10.3Directors’ and Executive Officers’ Interests and Options (continued)

Options and Rights Holdings (continued)

Shareholdings
Number of Shares held by Key Management Personnel

Balance Issued Net Change Balance
30 June 07 Other® 30 June 08
Mr N Martin® 5,454,921 - - 5,454,921
Mr C Dorsch 4,725,000 - - 4,725,000
Mr R Hollingsworth® 4,725,000 - - 4,725,000
Mr P Hunt® 1,464,964 - - 1,464,964
Mrs V Allinson - - - -
Total 21,094,885 - - 21,094,885
Balance Issued® Net Change Balance
30 June 06 Other® 30 June 07
Mr N Martin® 1,000,001 3,179,920 1,275,000 5,454,921
Mr C Dorsch 1,000,000 3,725,000 - 4,725,000
Mr R Hollingsworth® 1,000,000 3,725,000 - 4,725,000
Mr P Hunt® - 1,464,964 - 1,464,964
Mrs V Allinson - - - -
Total 4,000,001 17,094,884 - 21,094,885

“ay

Net Change other refers to shares purchased or sold during the financial year.

4,418,381 shares are held by Mr Martin on behalf of some of the partners of Minter Ellison (Adelaide) and 729,921 shares
are held by Houmar Nominees Pty. Ltd as trustee for the Martin Super Fund. Mr Martin is a Director and shareholder of
Houmar Nominees Pty. Ltd and a beneficiary of the Martin Super Fund.

3,725,000 shares are held by Mr Hollingsworth on behalf of the RIS Hollingsworth Family Trust.

" 364,964 shares held by Hunt Corporation Investments Pty Ltd as trustee for Peter Hunt Superannuation Fund. Mr Hunt is a
Director and shareholder of Hunt Corporation Investments Pty Ltd and a beneficiary of the Peter Hunt Superannuation Fund.
16,656,929 shares were issued at $0.001 per share in early 2007 and 437,955 shares were issued at $0.10 per share in
March 2007.

No options were exercised during the year.

“@y

“@y

“5y

11 Dividends

No dividends were paid or declared since the start of the year. No recommendation for payment of dividends has
been made.

12 Indemnification and insurance of Officers and Auditors

The Company is required to indemnify the Directors and other officers of the Company against any liabilities
incurred by the Directors and officers that may arise from their position as Directors and officers of the Company.
No costs were incurred during the year pursuant to this indemnity.

The Company has entered into a deed of indemnity with each Director whereby, to the extent permitted by the
Corporations Act 2001, the Company agreed to indemnify each Director against all loss and liability incurred as
an officer of the Company, including all liability in defending any relevant proceedings.

Since the end of the financial year, the Company has paid premiums in respect of directors’ and officers’ liability
and legal expenses insurance contracts.
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13 Share Options

At the date of this report, the unissued ordinary shares of Adelaide Energy Limited under option are as follows:

Option Grant Date Date of Expiry Exercise Price Number under Option
Unlisted 29 March 2007 30 June 2011 $0.40 30,000,000
Listed 1 June 2007 30 June 2009 $0.25 31,142,374

During the year ended 30 June 2008, 100,000 (2007: 7,625 shares) ordinary shares of Adelaide Energy Limited
were issued on the exercise of Listed Options. No further shares have been issued since that date. No person
entitled to exercise the option had or has any right by virtue of the option to participate in any share issue of any
other body corporate.

14 Non-audit Services

The Board of Directors, in accordance with advice from the Audit Committee, is satisfied that the provision of

non-audit services during the year is compatible with the general standard of independence for auditors

imposed by the Corporations Act 2001. The Directors are satisfied that the services disclosed below did not

compromise the external auditor’'s independence for the following reasons:

« all non-audit services are reviewed and approved by the Board prior to commencement to ensure they do
not adversely affect the integrity and objectivity of the auditor; and

« the nature of the services provided do not compromise the general principles relating to auditor
independence as set out APES 110 Code of Ethics for Professional Accountants.

There were no fees for non-audit services were paid/payable to the external auditors during the year ended 30
June 2008:

15 Auditor’s Independence Declaration

The lead auditor’s independence declaration for the year ended 30 June 2008 has been received and can
be found on page 22 of this report.

Dated at Adelaide this 30 day of September 2008.

Signed in accordance with a resolution of the directors

M -

Neville Martin
Director
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AUDITOR’S INDEPENDENCE DECLARATION
TO THE DIRECTORS OF ADELAIDE ENERGY LTD

In accordance with the requirements of section 307C of the Corporations Act 2001, as lead
auditor for the audit of Adelaide Energy Ltd for the year ended 30 June 2008, I declare that,
to the best of my knowledge and belief, there have been:

a  No contraventions of the auditor independence requirements of the Corporations
Act 2001 in relation to the audit; and

b No contraventions of any applicable code of professional conduct in relation to the
audit.

GRANT THORNTON
South Australian Partnership
Chartered Accountants

Partner

Signed at Wayville on this 30* day of September 2008

Grant Thornton Australia Limited is a member firm within Grant Thornton International Ltd. Grant Thornton International Ltd and the member firms are not a worldwide partnership. Grant Thornton Australia
Limited, together with its subsidiaries and related entities, delivers its services independently in Australia.

Liability limited by a scheme approved under Professional Standards Legislation



Adelaide Energy Limited A.B.N 43 116 256 823

INCOME STATEMENT
FOR THE YEAR ENDED 30 JUNE 2008

Interest revenue

Employment expense

Consultants and professional advisors
Initial Listing expenses

Depreciation expense

Finance Costs

Office and administration expenses
Loss before income tax expense

Income tax benefit/(expense)
Loss attributable to members of the Company

Overall operations
Basic earnings per share (cents per share)
Diluted earnings per share (cents per share)

Note

~ ~

2008 2007
$ $

515,732 73,749
(269,561)  (178,620)
(193,440) (70,720)
- (277,031)
(25,809) (139)
(4,507) -
(303,165) (81,763)
(280,750)  (534,524)
8,850  (283,717)
(271,000)  (818,241)
$(0.3) $(4.6)
$(0.3) $(4.6)

The accompanying notes form part of these financial statements
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CURRENT ASSETS

Cash and cash equivalents
Trade and other receivables
Other current assets

TOTAL CURRENT ASSETS

NON-CURRENT ASSETS

Cash and cash equivalents

Property, plant and equipment
Exploration and evaluation expenditure
Other non-current assets

TOTAL NON-CURRENT ASSETS

TOTAL ASSETS

CURRENT LIABILITIES

Trade and other payables
Short-term provisions

TOTAL CURRENT LIABILITIES

NON-CURRENT LIABILITIES
Long-term provisions
TOTAL NON-CURRENT LIABILITIES

TOTAL LIABILITIES

NET ASSETS

EQUITY
Issued capital
Retained Profits/(losses)

TOTAL EQUITY

BALANCE SHEET
AS AT 30 JUNE 2008

Note

10

11
12
13

14
15

15

16

2008 2007

$ $
5,124,513 11,806,117
70,223 138,011
- 21,675
5,194,736 11,965,803
102,760 -
87,722 2,220
7,260,876 889,429
156,410 -
7,607,768 891,649
12,802,504 12,857,452
455,740 292,858
8,156 -
463,896 292,858
265 -
265 -
464,160 292,858
12,338,343 12,564,594
13,456,050 13,410,401
(1,117,707) (845,807)
12,338,343 12,564,594

The accompanying notes form part of these financial statements.
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STATEMENTS OF CHANGES IN EQUITY

FOR THE YEAR ENDED 30 JUNE 2008

Balance at 30 June 2006

Shares issued during the year

Share issue costs (net of tax)

(Loss)/prdfit attributable to members of the Company
Balance at 30 June 2007

Balance at 30 June 2007

Shares issued during the year

Share issue costs (net of tax)

(Loss)/prdfit attributable to members of the Company
Balance at 30 June 2008

Note

16

16

16
16

Share
Capital Retained
Ordinary Losses Total
$ $ $
4,001 (27,566) (23,565)
14,068,405 - 14,068,405
(662,005) - (662,005)
- (818,241) (818,241)
13,410,401 (845,807) 12,564,594
13,410,401 (845,807) 12,564,594
25,000 - 25,000
20,649 - 20,649
- (271,900) (271,900)
13,456,050 (1,117,707) 12,338,343

The accompanying notes form part of these financial statements.
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CASH FLOW STATEMENT
FOR YEAR ENDED 30 JUNE 2008

CASH FLOWS FROM OPERATING ACTIVITIES
Payments to suppliers and employees

Interest received

Net cash used in operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property, plant and equipment not yet delivered
Payments for exploration activities

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from issue of shares

Proceeds from the conversion of options to ordinary shares
Payments for the capitalised costs of capital raisings
Proceeds/(repayment) from Directors related entity borrowings
Net cash provided by financing activities

Net increase in cash held
Cash at beginning of financial year
Cash at end of financial year

The accompanying notes form part of these financial statements

Page 26 of 54

30 JUNE
2008 2007
NOTE $ $
(603,010) (665,738)
515,732 73,749
18 (87,278) (591,989)
(82,410) (22,730)
(6,419,004) (720,371)
(6,501,414) (743,101)
25000 14,066,499
- 1,906
(15,153) (897,723)
- (32,534)
9,847 13,138,148
(6,578,844) 11,803,058
11,806,117 3,059
8 5,227,273 11,806,117
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2008

NOTE 1: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

The financial report is a general purpose financial report that has been prepared in accordance with Accounting
Standards, Accounting Interpretations, other authoritative pronouncements of the Australian Accounting
Standards Board and the Corporations Act 2001.

Adelaide Energy Limited is a listed public company, incorporated and domiciled in Australia.
The financial report of Adelaide Energy Limited complies with all Australian equivalents to International Financial
Reporting Standards (AIFRS) in their entirety. Compliance with AIFRS ensures that the Company complies with

International Financial Reporting Standards.

The following is a summary of the material accounting policies adopted by the Company in the preparation of the
financial report. The accounting policies have been consistently applied, unless otherwise stated.

Basis of Preparation

Reporting basis and Conventions

The financial report has been prepared on an accruals basis and is based on historical costs modified by the
revaluation of selected non-current assets, financial assets and financial liabilities for which the fair value of
accounting has been applied.

Accounting Policies

a. Revenue from the sale of goods is recognised upon the delivery of goods to customers.

Interest revenue is recognised on a proportional basis taking into account the interest rates applicable to
the financial assets.

Revenue from the rendering of a service is recognised upon the delivery of the service to the customers.
All revenue is stated net of the amount of goods and services tax (GST).
b. Income Tax

The charge for current income tax expense is based on the profit for the year adjusted for any non-
assessable or disallowed items. It is calculated using the tax rates that have been enacted or are
substantially enacted by the balance sheet date.

Deferred tax is accounted for using the balance sheet liability method in respect of temporary differences
arising between the tax bases of assets and liabilities and their carrying amounts in the financial
statements. No deferred income tax will be recognised from the initial recognition of an asset or liability,
excluding a business combination, where there is no effect on accounting or taxable profit or loss.

Deferred tax is calculated at the tax rates that are expected to apply to the period when the asset is
realised or liability is settled. Deferred tax is credited in the income statement except where it relates to
items that may be credited directly to equity, in which case the deferred tax is adjusted directly against
equity.
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Income Tax (continued)

Deferred income tax assets are recognised to the extent that it is probable that future tax profits will be
available against which deductible temporary differences can be utilised.

The amount of benefits brought to account or which may be realised in the future is based on the
assumption that no adverse change will occur in income taxation legislation and the anticipation that the
Company will derive sufficient future assessable income to enable the benefit to be realised and comply
with the conditions of deductibility imposed by the law.

Trade Receivables

Trade receivables and other receivables are carried at amounts due less any provision for specific
doubtful debts.

Impairment of Assets

At each reporting date, the Company reviews the carrying values of its tangible and intangible assets to
determine whether there is any indication that those assets have been impaired. If such an indication
exists, the recoverable amount of the asset, being the higher of the asset’s fair value less costs to sell
and value in use, is compared to the asset’s carrying value. Any excess of the asset’s carrying value
over its recoverable amount is expensed to the income statement.

Where it is not possible to estimate the recoverable amount of an individual asset, the Company
estimates the recoverable amount of the cash-generating unit to which the asset belongs.

Exploration and Evaluation Expenditure and Restoration Provisions

Exploration, evaluation and development expenditure incurred is accumulated in respect of each
identifiable area of interest. These costs are only carried forward to the extent that they are expected to
be recouped through the successful development of the area or where activities in the area have not yet
reached a stage that permits reasonable assessment of the existence of economically recoverable
reserves.

Accumulated costs in relation to an abandoned area are written off in full against profit in the year in
which the decision to abandon the area is made.

When production commences, the accumulated costs for the relevant area of interest are amortised over
the life of the area according to the rate of depletion of the economically recoverable reserves.

A regular review is undertaken of each area of interest to determine the appropriateness of continuing to
carry forward costs in relation to that area of interest.

Costs of site restoration are provided over the life of the facility from when exploration commences and
are included in the costs of that stage. Site restoration costs include the dismantling and removal of
mining plant, equipment and building structures, waste removal, and rehabilitation of the site in
accordance with clauses of the mining permits. Such costs have been determined using estimates of
future costs, current legal requirements and technology on a discounted basis.

Any changes in the estimates for the costs are accounted on a prospective basis. In determining the
costs of site restoration, there is uncertainty regarding the nature and extent of the restoration due to
community expectations and future legislation. Accordingly the costs have been determined on the basis
that the restoration will be completed within one year of abandoning the site.
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Plant and Equipment

Each class of property, plant and equipment are carried at cost less, where applicable, any accumulated
depreciation.

The carrying amount of plant and equipment is reviewed annually by Directors to ensure it is not in excess
of the recoverable amount from these assets.

Depreciation
Items of plant and equipment, are depreciated over their estimated useful lives ranging from 3 to 40 years
to write off the net cost of each asset during its expected useful life. The straight line method of

depreciation is used.

Assets are depreciated from the date of acquisition or, in respect of internally constructed assets, from the
time an asset is completed and held ready for use.

The assets’ residual value and useful lives are reviewed, and adjusted if appropriate, at each balance
sheet date. The asset’s carrying amount is written down immediately to its recoverable amounts if the

asset’s carrying amount is greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing proceeds with the carrying amounts. The
gains and losses are included in the income statement.

Leased Plant and Equipment

Leases of plant and equipment are classified as operating leases where the lessor retains substantially all
of the risks and benefits of ownership. Minimum lease payments are charged against profits over the
accounting periods covered by the lease terms except where an alternative basis would be more
representative of the pattern of benefits to be derived from the leased property.

Employee Entitlements

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

Provisions made in respect of long service leave and other employee entitlements which are not expected
to be settled within 12 months are measured as the present value of the estimated future cash outflows to

be made by the Company in respect of services provided by employees up to the reporting date.

Contributions made by the Company to employee superannuation funds are charged to expenses as
incurred.

Accounts Payable

Liabilities are recognised for amounts to be paid in the future for goods or services received, whether or
not billed to the Company.

Financial assets and liabilities

The net market values of the Company'’s financial assets and liabilities approximate their carrying
amounts.
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Cash and Cash Equivalents

For the purpose of the statement of cashflows, cash and cash equivalents includes;
- cash on hand and at call in banks net of overdrafts; and
- investments in short term deposits

Foreign Currency Transaction and Balances

Functional and presentation currency
The financial statements are presented in Australian dollars which is the Company’s functional and
presentation currency.

Transaction and balances

Foreign currency transactions are translated into functional currency using the exchange rates prevailing
at the date of the transaction. Foreign currency monetary items are translated at the year-end exchange
rate.

Provisions

Provisions are recognised where the Company has a legal or constructive obligation, as a result of past
events, for which it is probable that an outflow of economic benefit will result and that outcome can be
reliably measured.

Goods and Service Tax (GST)

Revenues, expenses and assets are recognised net of the amount of GST, except where the amount of
GST incurred is not recoverable from the Australian Taxation Office. In these circumstances the GST is
recognised as part of the cost of acquisition of the asset or as part of the item of expense. Receivables

and payables in the balance sheets are shown inclusive of GST.

Cash flows are presented in the cash flow statement on a gross basis, except for the GST component of
investing and financing activities where it is impracticable to identify the amounts of GST, which are
disclosed as operating cash flows.

Comparative Figures

Where required by Accounting Standards, comparative figures have been adjusted to conform to changes
in presentation for the current financial year.

Page 30 of 54



Adelaide Energy Limited A.B.N 43 116 256 823

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2008

Critical Accounting Estimates and Judgements

The Directors evaluate estimates and judgement into the financial report based on historical knowledge
and best available current information. Estimates assume a reasonable expectation of future events and
are based on current trends and economic data, obtained both externally and within the Company.

Key estimate — impairment

The Company assesses impairment at each reporting date by evaluating conditions specific to the
Company that may lead to impairment of assets. Where an impairment trigger exists, the recoverable
amount of the asset is determined. Value-in-use calculations performed in accessing recoverable amounts
incorporate a number of key estimates.

Exploration and evaluation assets are assessed for impairment annually if (i) sufficient data exists to
determine technical feasibility and commercial viability, and (ii) facts and circumstances suggest that the
carrying amount exceeds the recoverable amount (see impairment accounting policy). For the purposes of
impairment testing, exploration and evaluation assets are allocated to cash-generating units to which the
exploration activity relates. The cash generating unit shall not be larger than the area of interest.

Key estimates — provisions

No provision has been made in the accounts for restoration and rehabilitation of areas from which natural
resources are extracted on the basis that no significant disturbance in relation to the Company’s
exploration activities has occurred. This policy is subject to annual review.

Accounting Standards

Certain new accounting standards and interpretations have been published that are not mandatory for 30
June 2008. The Company’s assessment of the impact of these new standards and interpretations is set

out below. They are available for early adoption at 30 June 2008, but have not been applied in

preparing this financial report.

e Revised AASB 3 Business Combinations mandatory for 30 June 2010 Annual Financial
Report.

e AASB 8 Operating Segments mandatory for 30 June 2010 Annual Financial Report.

e AASB 101 presentation of Financial Statements mandatory for 30 June 2010 Annual
Financial Report.

e AASB 123 Borrowing Costs mandatory for 30 June 2010 Annual Financial Report

e AASB 127 Consolidation and Separate Financial Statements mandatory for 30 June 2010
Annual Financial Report.

e AASB 2008-1 amendment to Australian Accounting Standard -Share-based Payment
mandatory for 30 June 2010 Annual Financial Report.

e Al 12 Service Concession Arrangements mandatory for 30 June 2009 Annual Financial
Report.

e Al 13 Customer Loyalty Programs mandatory for 30 June 2009 Annual Financial Report.

The financial report was authorised for issue on the 30 September 2008 by the Board of Directors.
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NOTE 2: REVENUE

Operating activities
sale of goods
Interest received from bank
Total Revenue

NOTE 3: LOSS FOR THE YEAR

Loss from ordinary activities before income tax has been determined
after:

Depreciation expense

Employment Expenses
Directors fees
Executive Remuneration
Less Executives Remuneration relating to exploration
Accounting consulting
Other employee costs

Office and Administration Expenses:
Insurance
Occupancy costs
Printing, stationery & photocopying
Corporate Expenses
Consultants Fees
Other expenses

NOTE 4: INCOME TAX EXPENSE
(a) The components of income tax (benefit)/expense comprise:
Current Tax
Deferred Tax

(b) The prima facie tax on loss from ordinary activities before income
tax is reconciled to the income tax as follows:

Net Loss

Prima facie tax benefit on loss from ordinary activities before income tax
at 30%

Add/(less)

Tax effect of:
Capital raising costs deductible
Immediate write off of tenement expenditure
Other non deductible items
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Note

2008 2007
$ $
515,732 73,749
515,732 73,749
25,809 139
140,000 58,334
300,000 125,000
(300,000) (22,500)
48,529 12,005
81,032 5,781
269,561 178,620
25,931 112
58,253 22,686
15,201 6,237
103,236 26,953
37,962 -
62,582 25,775
303,165 81,763
8,850  (283,717)
8,850  (283,717)
(280,750)  (534,524)
(84,225)  (160,357)
(77,615) 30,063
(1,803,066)  (178,951)
109,359 21,248
(1,855547)  (287,997)
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NOTE 4: INCOME TAX EXPENSE (CONTINUED)

Deferred tax assets recognised direct to equity and not meeting the

recognition criteria of AASB 112

Note

Tax effect of tax losses not brought to account as they do not meet the

recognition criteria

Income tax attributable to operating loss

Total income tax losses for which no deferred tax asset has been

recognised

NOTE 5: KEY MANAGEMENT PERSONNEL COMPENSATION

2008 2007
$ $
(8,850) 283,717
1,855,547 287,997
(8,850) 283,717
525,321 296,756

Key management personnel remuneration has been included in the remuneration report included in the directors

report.

a. Names and positions held by key management personnel in office at any time during the financial year are:

Key Management Person
Mr Neville Martin

Mr Carl Dorsch

Mr Roderic Hollingsworth
Mr Peter Hunt

b. Options and Rights Holdings

Position

Chairman — Non-Executive
Managing Director—Executive

Director — Non Executive
Director— Non-Executive

Number of 2011 A Class Options held by Key Management Personnel:

Balance Issued Issued Cancelled Balance®™

30 June 07 Exercisable 30 June 08

Mr N Martin®® 4,651,162 - - - 4,651,162
Mr C Dorsch® 4,651,163 - - - 4,651,163
Mr R Hollingsworth®® 4,651,163 - - - 4,651,163
Mr P Hunt® 1,395,349 - - - 1,395,349
Mrs V Allinson - - - - -
Total 20,000,000 - - - 20,000,000
Balance Issued Issued Cancelled Balance®™

30 June 06 24 August 06 Exercisable 29 March 07 29 March 07 30 June 07

Mr N Martin® - 5,000,000 - 4,651,162 (5,000,000) 4,651,162
Mr C Dorsch® - 5,000,000 - 4,651,163 (5,000,000) 4,651,163
Mr R Hollingsworth® © - 5,000,000 - 4,651,163 (5,000,000) 4,651,163
Mr P Hunt® - 1,500,000 - 1,395,349 (1,500,000) 1,395,349
Mrs V Allinson - - - - - -
Total - 21,500,000 - 20,000,000  (21,500,000) 20,000,000

‘W The total options are fully vested, however they are restricted and the escrow period ends on 18 June 2009, at which date

they are exercisable.

"@'4,349,335 options are held by Mr Martin on behalf of some of the partners of Minter Ellison (Adelaide).
“® Al option held by Mr Hollingsworth on behalf of the RJS Hollingsworth Family Trust.
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"“@’0On the 29 March 2007 15,348,837 Unlisted Options were issued to Directors as part of their remuneration. Unlisted Options
have an exercise price of $0.40 and expire on 30 June 2011. The fair value per option at grant date was nil.

No options were exercised during the year.

NOTE 5: KEY MANAGEMENT PERSONNEL COMPENSATION (CONTINUED)
c. Shareholdings

Number of Shares held by Key Management Personnel:

Balance Issued ® Net Change Balance
30 June 07 Other® 30 June 08
Mr N Martin® 5,454,921 - - 5,454,921
Mr C Dorsch 4,725,000 - - 4,725,000
Mr R Hollingsworth® 4,725,000 - - 4,725,000
Mr P Hunt® 1,464,964 - - 1,464,964
Mrs V Allinson - - - -
Total 21,094,885 - - 21,094,885
Balance Issued ® Net Change Balance
30 June 06 Other® 30 June 07
Mr N Martin® 1,000,001 3,179,920 1,275,000 5,454,921
Mr C Dorsch 1,000,000 3,725,000 - 4,725,000
Mr R Hollingsworth® 1,000,000 3,725,000 - 4,725,000
Mr P Hunt® - 1,464,964 - 1,464,964
Mrs V Allinson - - - -
Total 4,000,001 17,094,884 - 21,094,885

“(y

Net Change other refers to shares purchased or sold during the financial year.

4,418,381 shares are held by Mr Martin on behalf of some of the partners of Minter Ellison (Adelaide) and 729,921 shares
are held by Houmar Nominees Pty. Ltd as trustee for the Martin Super Fund. Mr Martin is a Director and shareholder of
Houmar Nominees Pty. Ltd and a beneficiary of the Martin Super Fund.

3,725,000 shares are held by Mr Hollingsworth on behalf of the RJS Hollingsworth Family Trust.

364,964 shares held by Hunt Corporation Investments Pty Ltd as trustee for Peter Hunt Superannuation Fund. Mr Hunt is a
Director and shareholder of Hunt Corporation Investments Pty Ltd and a beneficiary of the Peter Hunt Superannuation
Fund.

16,656,929 shares were issued at $0.001 per share in early 2007 and 437,955 shares were issued at $0.10 per share in
March 2007.

“(2y

“(ay

“(ay

“(5)"

Note 2008 2007
$ $
NOTE 6: AUDITORS’ REMUNERATION
Remuneration of the auditor of the Company for:
auditing or reviewing the financial report 20,500 10,000
other services - 9,000
15,500 19,000
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Note
NOTE 7: EARNINGS PER SHARE
a. Net loss
Earnings used in the calculation of basic EPS
b. Weighted average number of ordinary shares outstanding during the year

used in calculation of basic EPS

C. In accordance with AASB 133 there are no dilutive securities

NOTE 8: CASH AND CASH EQUIVELANTS
CURRENT
Cash at bank and in hand

2008 2007

(271,900)  (818,241)

(271,900)  (818,241)

98,607,352 17,669,173

5,124,513 11,806,117

The effective interest rate on cash at bank deposits was 7% (2007:6%); these deposits are at call.

NON-CURRENT
Cash at bank and in hand

102,760 -

The non-current cash is a security deposit which remains restricted for greater than 12 months.

Total cash reconciled to the cashflow statement as follows:

-Current
-Non-Current

NOTE 9: RECEIVABLES
CURRENT

Trade Debtors
Goods & Service Taxation receivable

NOTE 10: OTHER ASSETS

CURRENT
Prepayments

NOTE 11: PROPERTY, PLANT AND EQUIPMENT

PLANT AND EQUIPMENT
Plant and equipment at
Cost

Accumulated depreciation

Page 35 of 54

5,124,513 11,806,117
102,760 -

5,227,273 11,806,117

33,312 -
36,911 138,011

70,223 138,011

- 21,675
113,670 2,359
(25,948) (139)

87,722 2,220
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Note 2008 2007
$ $

NOTE 11: PROPERTY, PLANT AND
EQUIPMENT (continued)
Balance at the beginning of year 2,220 -
Additions 111,311 2,359
Disposals - -
Depreciation expense (25,809) (139)
Carrying amount at the end of year 87,722 2,220
NOTE 12: EXPLORATION AND EVALUATION COSTS
Costs carried forward in respect of exploration and evaluation expenditure 7,260,876 889,429
(a) Movements in carrying amounts
Balance at the beginning of the year 889,429 2,815
Amounts capitalised during the year 6,371,447 886,614
Asset Impairment - -
Total exploration and evaluation costs 7,260,876 889,429

The following joint ventures are currently held by the Company and are available for exploration:

Licence Interest Basin State Capitalised Costs
2008 2007
$ $
PEL-105 (Cooper Basin) 509 Cooper SA 401,207 16,207
West Florence Project 25% @ Florence  Colorado, USA 479,292 273,905

‘W Adelaide Energy has the right to acquire a 50% participating interest in PEL 105 from Austin Exploration Limited
under the PEL 105 Letter of Agreement dated 30 March 2007.

@’ Adelaide Energy Limited has earned a 15% interest in West Florence Prospect and assumed another 10%

The ultimate recoupment of costs carried forward is dependant on successful development and commercial
exportations and sale of the respective areas of interest.

2008 2007
$ $
NOTE 13: OTHER NON-CURRENT ASSETS
NON-CURRENT
Prepayments 156,410 -
156,410 -
NOTE 14: TRADE AND OTHER PAYABLES
CURRENT
Trade payables 321,751 220,848
Sundry payables and accrued expenses 133,989 72,010
455,740 292,858
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2007

Note 2008
$
NOTE 15: PROVISIONS
Provision for Annual Leave 8,156
Provision for Long-Service Leave 264
8,420
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NOTE 16: ISSUED CAPITAL

98,607,625 (2007: 98,507,625) fully paid ordinary shares)

a. Ordinary shares
At the beginning of reporting period

Shares issued during the prior year:
2 July 2007 Conversion of Options

Shares issued during the prior year:

14 February 2007

22 March 2007

30 March 2007

12 April 2007

30 April 2007

1 June 2007

20 June 2007 Conversion of Options
Total shares Issued during the year

Less: Cost of capital raising (net of tax)
At the end of the reporting period

At the beginning of reporting period

Shares issued during the prior year:
2 July 2007 Conversion of Options

Shares issued during the prior year:

14 February 2007

22 March 2007

30 March 2007

12 April 2007

30 April 2007

1 June 2007

20 June 2007 Conversion of Options
Total shares Issued during the year

At the end of the reporting period

2008 2007
$ $

13,456,050 13,410,401
13,410,401 4,001
25,000 -
- 5,000
- 11,000
- 1,402,762
- 127,737
- 20,000
- 12,500,000
- 1,906
13,435,401 14,072,406
20,649 (662,005)
13,456,050 13,410,401
2008 2007
No. No.
98,507,625 4,000,001
100,000 -
- 5,000,000
- 10,999,999
- 14,522,627
- 1,277,373
- 200,000
- 62,500,000
- 7,625
- 94,507,624
98,607,625 98,507,625

At shareholders meetings each ordinary share is entitled to one vote when a poll is called, otherwise each

shareholder has one vote on a show of hands.
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2008 2007
$ $
NOTE 16: ISSUED CAPITAL (CONTINUED)
b. Options Unlisted Restricted Listed
2011 A Class Options 2009 Attaching Options
2008 2007 2008 2007
No. No. No. No.
At the beginning of reporting period 30,000,000 - 31,242,374 -
Options exercised during the year
2 July 2007 - - (100,000) -
Options issued during the prior year
24 August 2006 - 21,500,000 - -
29 March 2007 - 20,000,000 - -
30 March 2007 - 10,000,000 - -
1 June 2007 - - - 31,249,999
Options cancelled during the prior year
29 March 2007 - (21,500,000) - -
Options exercised during the prior year
20 June 2007 - - - (7,625)
At the end of the reporting period 30,000,000 30,000,000 31,142,374 31,242,374

In the event that all the Listed and Unlisted Options were exercised the Company would be required to issue a
further 61,142,374 (2007: 61,242,374) ordinary shares.

The options have the following terms:

Unlisted Options: 2011 A Class Options have an exercise price of $0.40 an expire on 30 June 2011

Listed Options: 2009 Attaching Options have an exercise price of $0.25 expire on 30 June 2009

The Listed Options were quoted on the Australian Securities Exchange on the 18 June 2007.

c. Capital Management

Management control the capital of the group in order to maintain a good debt to equity ratio, provide the
shareholders with adequate returns and ensure that the group can fund its operations and continue as a going

concern.

The group’s debt to capital includes ordinary share capital, redeemable preference shares, convertible preference
shares and financial liabilities, supported by financial assets.

There are no externally imposed capital requirements.

Management effectively manages the group’s capital by assessing the group’s financial risks and adjusting its
capital structure in response to changes in these risks and in the market. These responses include the
management of debt levels, distributions to shareholders and share issues.

There have been no changes in the strategy adopted by management to control the capital of the group since the

prior year. This strategy is to ensure that the group’s gearing ratio remains between 30% to 50%. The gearing
ratio’s for the year ended 30 June 2008 and 30 June 2007 are as follows:
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2008 2007
$ $

NOTE 16: ISSUED CAPITAL (CONTINUED)
Total borrowings - -
Less cash and cash equivalents (5,227,273) (11,806,117)
Net Debt (5,227,273)  (11,806,117)
Total equity 12,338,343 12,564,594
Total capital 7,111,070 758,477
Gearing ratio (74%) (1557%)

NOTE: 17 SEGMENT REPORTING

Primary reporting — Business Segment

The Company operates in the oil and gas industry within two geographical segments: Australia and the
United States of America. The Company does not have any other separate business segments.

Secondary Reporting — Geographical Segments

30 June 2008 Revenue Results Carrying Liabilities
Amount
of Segment
Assets
$ $ $ $
Geographical location:
Australia 515,732 (271,900) 12,323,212 464,161
United States of America - - 479,292 -
Total Assets 515,732 (271,900) 12,802,504 464,161
30 June 2007 Revenue Results Carrying Liabilities
$ Amount
of Segment
Assets
$ $ $ $
Geographical location:
Australia 73,749 (818,241) 12,583,547 292,858
United States of America - - 273,905 -
Total Assets 73,749 (818,241) 12,857,452 292,858
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2008 2007
$ $
NOTE 18: CASH FLOW INFORMATION
a. Reconciliation of Cash Flow from Operations with Loss from Ordinary
Activities after Income Tax
Loss from ordinary activities after income tax (271,900) (818,241)
Non-cash flows in profit from ordinary activities
Deferred tax assets recognised direct to equity and not meeting the
recognition criteria of AASB 112 (8,850) 283,717
Depreciation 25,809 139
Changes in assets and liabilities:
(Increase)/decrease in other assets (3,640) (155,407)
Increase/(decrease) in trade creditors and accruals 171,303 97,803
Cash flow from operations (87,278) (591,989)

NOTE 19: FINANCIAL INSTRUMENTS

a.Financial Risk Management
The Company’s financial instruments consist mainly of deposits with banks, accounts receivable, trade and sundry
payables.

() Treasury risk management
The senior executives of the Company regularly analyse interest rate exposure and evaluation treasury management
strategies in the context of the most recent economic conditions and forecasts.

(ii)Financial risks

The main risk the company is exposed to through its financial instruments is liquidity risk.

Liquidity risk

The company manages liquidity risk by monitoring cash flows and ensuring that adequate funds are available to meet
the cash demands.

b.Financial Instruments

()Interest rate risk

The Company’s exposure to interest rate risk, which is the risk that a financial instrument’s value will fluctuate as a
result of changes in market interest rates and the effective weighted average interest rates on classes of financial
assets and financial liabilities, is as follows:

2008
Financial Assets:

Cash and cash

equivalents 6% 5,225,872 1,401 5,227,273
Receivables - - 70,223 70,223
Total Financial Assets 5,225,872 71,624 5,297,496

Financial Liabilities:

Trade and sundry

payables - - 464,160 464,160
Non-interest Bearing

Loans - - -
Total Financial Liabilities - 464,160 464,160
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NOTE: 19 FINANCIAL INSTRUMENTS (CONTINUED)

2007
Financial Assets:

Cash and cash

equivalents 6% 11,804,648 1,469 11,806,117

Receivables - - 138,011 138,011

Total Financial Assets 11,804,648 139,480 5,297,496

Financial Liabilities:

Trade and sundry

payables - - 292,858 292,858

Non-interest Bearing

Loans - - -

Total Financial Liabilities - 292,858 292,858
Reconciliation of Net Financial Assets to Net assets 2008 2007

$ $

Net Financial Assets/(liabilities) (as above) 4,833,336 11,651,270
Non Financial Assets and Liabilities:
Prepayments 136,246 21,675
Exploration expenditure 7,281,039 889,429
Plant and Equipment 87,722 2,220
Net Assets/(Liabilities) per Balance Sheet 12,338,343 12,564,594

(ii). Net Fair Values

The net fair value of cash and cash equivalent and non interest bearing monetary financial assets and
financial liabilities of the Company approximate their carrying value.

The net fair value of other monetary financial assets and financial liabilities is based on discounting future
cash flows by the current interest rates for assets and liabilities with similar risk profiles. The balances are not
materially different from those disclosed in the balance sheet of the Company.
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NOTE 20: EVENTS AFTER THE BALANCE SHEET DATE

Purchase of the Katnook Gas Plant and associated facilities

The Company entered into a Sales and Purchase Agreement in July 2008 to acquire the Katnook Gas Plant, the
Ladbroke Grove Gas Plant, associated pipelines and gas wells from Origin Energy Resources Limited and
SAGASCO South East Inc. The acquisition of these assets will allow the Company to process gas from its 100%
owned Jacaranda Ridge Field in addition to continued production from the existing fields.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2008

NOTE 21: RELATED PARTY TRANSACTIONS

Transactions between related parties are on normal commercial terms and conditions no more favourable than those
available to other parties unless otherwise stated.

Transactions with related parties:
i. Transactions with Director-related Entities & Key Employees

During the year, the Company used the services of Dorsch Engineering Services for the provision of the lease of
office at commercial rates. The cost of these services was $64,269.14 (2007: $29,566). Mr Carl Dorsch is the
principal of Dorsch Engineering Services. At 30 June 2008 $nil (2007 $5,364) was payable to Dorsch Engineering
Services.

During the year, the Company used the services of Primary Resources Limited for the provision of accounting
services at commercial rates. The cost of these services amounted to $35,233 (2007: $10,957). Messrs Carl
Dorsch, Peter Hunt and Roderic Hollingsworth are Directors and shareholders of Primary Resources Limited during
the year. At 30 June 2008 $nil (2007: $1,047) was payable to Primary Resources Limited.

During the year, the Company used the services of Minter Ellison Partners for the provision of legal services. The
cost of these services amounted to $159,995 (2007: $160,271). Mr Neville Martin is a Minter Ellison Partners partner
during the whole of the year. At 30 June 2008 $33,411 (2007 $nil) was payable to Minter Ellison Partners.

During the year, the Company used the services of PKF Chartered Accountants for the provision taxation services.
The cost of these services amounted to $16,230 (2007: nil). Mr Peter Hunt is a PKF Chartered Accountants partner
during the whole year. At 30 June 2008 $2,640 (2007: $nil) was payable to PKF Chartered Accountants.

Mrs Allinson is an employee of and is remunerated by Adelaide Equity Partners Limited as part of their service
agreement. During the year ended 30 June 2008 Adelaide Equity Partners Limited charged $45,304 (2007:
$13,588). At balance date there was $nil unpaid (2007: $7,300).

NOTE 22: EXPLORATION EXPENDITURE COMMITMENTS RELATING TO JOINT VENTURES AND
TENEMENTS

2008 2007
Payables $ $
Less than one year 3,000,000 4,000,000
Between one and five years - 4,350,000
More than five years - -
Total 3,000,000 8,350,000

These obligations may be subject to re-negotiation, may be farmed out or may be relinquished and have not been
provided for in the financial statements.
NOTE 23: COMMITMENTS FOR EXPENDITURE

(a) Non-cancellable operating lease rentals are payable as follows:
2008 2007

Less than one year 35,000 62,400

Between one and five years - 20,800
More than five years - -
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2008

NOTE 23: COMMITMENTS FOR EXPENDITURE (continued)

(b) Capital commitments are payable as follows:

2008 2007
$ $
Less than one year™® 2,045,000

Between one and five years -
More than five years -

WAbove commitments are subject to completion of a sales and purchase agreement

The Company has no further capital or leasing commitments at 30 June 2008 or 30 June 2007

NOTE 24: CONTINGENT LIABILITES AND ASSETS

The Company has no noted contingent assets or liabilities at the 30 June 2008 or 30 June 2007.
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DIRECTORS’ DECLARATION

The Directors of the Company declare that:
1. The financial statements and notes, as set out on pages 24 to 45 are in accordance with the Corporations
Act 2001:

a. comply with Accounting Standards and the Corporations Regulations 2001; and

b. give a true and fair view of the financial position as at 30 June 2008 and of the performance for the
year ended on that date of the Company;
2. The Managing Director and Acting Chief Financial Officer have each declared that:

(@ the financial records of the Company for the financial year have been properly maintained in
accordance with section 286 of the Corporations Act 2001;
(b) the financial statements and notes for the financial year comply with the Accounting Standards; and

(c) the financial statements and notes for the financial year give a true and fair view.

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

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

M -

Neville Martin
Chairman

Dated this 30" day of September 2008
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SHAREHOLDER INFORMATION
Additional Information required by the Australian Securities Exchange Limited Listing Rules and not disclosed
elsewhere in this report is set out below. The information is as at 22 September 2008.
Statement on use of cash and assets in form readily convertible to cash

During the whole of the reporting period, the Company has used the cash and assets in a form readily
convertible to cash that it had at the time of admission in a manner consistent with its business objectives.

Shareholdings as at 22 September 2008

Substantial shareholders

Mr Neville Martin: 5.54%. The holding includes 729,921 shares held by Houmar Nominees Pty Ltd.
There were no other substantial shareholders as at 22 September 2008.

Voting Rights

Fully paid ordinary shares

Subject to any rights or restrictions attached to any class of shares, at a meeting of members, on a show of
hands, each member present (in person, by proxy, attorney or representative) has one vote and on a poll,
each member present (in person, by proxy, attorney or representative) has one vote for each fully paid share
they hold.

Unlisted Options

Option holders will be entitled on the payment of the exercise price of $0.40 per share to be allotted one
ordinary fully paid share in the Company for each Option exercised. Options are exercisable in whole or in
part at any time until 30 June 2011. Any Options not exercised before expiry will lapse.

Listed Options

Option holders will be entitled on the payment of the exercise price of $0.25 per share to be allotted one
ordinary fully paid share in the Company for each Option exercised. Options are exercisable in whole or in
part at any time until 30 June 2009. Any Options not exercised before expiry will lapse.

Distribution of equity security holders

Category Holders of Holders of

Ordinary Options

Shares
1-1000 6 0
1,001 - 5,000 115 59
5,001 - 10,000 193 47
10,001 - 100,000 575 263
100,001 — and over 167 62
Total number of security holders 1,056 431
Unmarketable Parcels

Minimum Parcel Size Number of Holders Units

Ordinary/Escrow Shares $500.00 at $0.09/unit 129 503,804
Listed Options $500.00 at $0.015/unit 246 3,363,537

On market buy-back
There is no current on-market buy back.

Restricted/Escrow shares & Options by date

Escrow period end Ordinary Shares Unlisted Options
No. No.
18 June 2009 20,547,442 20,000,000
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SHAREHOLDER INFORMATION
Twenty largest shareholders
The names of the 20 largest holders of fully paid ordinary shares constituting a class of quoted equity
securities on the Australian Securities Exchange Limited including the number and percentage held by those

at 22 September 2008 are as follows:

% of Issued

Rank Name Units Capital
|
1 MR CARL WILLIAM DORSCH 4,725,000 4.79

2 MR NEVILLE WAYNE MARTIN 4,725,000 4.79

3 PEGMONT MINES LIMITED 4,531,700 4.60

4 MR RODERIC JOHN SMILY HOLLINGSWORTH <RJS HOLLINGSWORTH FAMILY A/C> 3,725,000 3.78

5 MARBEL CAPITAL PTY LTD 3,725,000 3.78

6 BOND STREEET CUSTODIANS LTD 3,311,989 3.36

7 SAYERS INVESTMENTS (ACT) PTY LIMITED <THE SAYERS INVEST NO 2 A/C> 2,482,650 2.52

8 I'\:/ILTNI\SI'(A:\/H(?\EL KEVIN RICKETTS & MRS CATHERINE ALICE RICKETTS <THE SPIKER SUPER 1,824,818 1.85

9 CHAFFEY CONSULTING PTY LTD <MEIT A/C> 1,459,854 1.48

10 MR PETER HAYDEN HUNT 1,100,000 1.12
11 TRIMS SUPERANNUATION FUND PTY LTD <TRIMS FINANCE CO P/L S/F A/C> 1,094,891 1.11
12 MRS JILL DIANE SCALA 1,035,000 1.05
13 MR RODERIC JOHN SMILY HOLLINGSWORTH 1,000,000 1.01
14 MR MARK LLEWELLYN LINDH 1,000,000 1.01
15 MR BERNARD BOOTH & MRS SHARYN BOOTH <BERNARD H BOOTH S/F A/C> 979,927 0.99

16 MR JOHN DARROCH & MRS GLORIA DARROCH & MR RICHARD DARROCH & MS HELEN 900.000 0.91
DARROCH <J N DARROCH PRIVATE S/F A/C> ! :

17 DAYCORP CAPITAL PTY LTD <DAYCORP CAPITAL A/C> 729,927 0.74
18 SIMON ROSS PTY LTD <R ZAPPIA & SONS PTY LTD A/C> 729,927 0.74
19 HOUMAR NOMINEES PTY LIMITED <MARTIN SUPER FUND A/C> 729,921 0.74
20 JHS & D PTY LTD <LEWIS FAMILY A/C> 625,275 0.63

Top 20 holders of ORDINARY & ESCROWED SHARES as at 22 Sep 2008 40,435,879 41.00
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SHAREHOLDER INFORMATION

Twenty largest Listed Option holders

The names of the 20 largest holders of Listed Options constituting a class of quoted equity securities on the
Australian Securities Exchange Limited including the number and percentage held by those at 22 September
2008 are as follows:

% of Issued

Options

|
MR WILSON BALRAJ + MRS ANNIE WILSON-BALRAJ <BALRAJ

1 SUPERANNUATION A/C> 2,300,000 7.39

Rank Name Units

2 FEWINGS NOMINEES PTY LTD 1,000,000 3.21
3 HAMEISTER HOLDINGS PTY LTD <HAMEISTER FAMILY A/C> 925,000 2.97
4 MOUSETRAP NOMINEES PTY LTD 925,000 2.97
5 BOND STREET CUSTODIANS LIMITED <MXR - WN0O125 A/C> 815,000 2.62
6 MR DONALD STEPHENS 750,000 2.41
7 MRS JILL DIANE SCALA 700,000 2.25
8 TREVENA ENTERPRISES PTY LTD <TREVENA SUPER FUND A/C> 637,999 2.05
9 BEIRA PTY LIMITED 595,000 1.91
10 NUMBER 7 INVESTMENTS PTY LTD <SUPERANNUATION FUND A/C> 500,000 1.61
11 OAKSEAL PTY LIMITED 500,000 1.61
12 ORFANOS NOMINEES PTY LTD <ORFANON UNIT A/C> 500,000 1.61
13 BARRINTOR PTY LTD <THE CANMORE ACCOUNT=> 490,000 1.57

MR GRAYTON TRANTER & MRS SHANRAGH TRANTER <SUPERANNUATION FUND

14 A/C> 462,251 1.48
15 MR VINCE ZANGARI 408,421 1.31
16 MR WILSON BALRAJ & MRS ANNIE WILSON-BALRAJ <BALRAJ FAMILY A/C> 400,000 1.28
17 MRS CLARE ANNE BEGUELY 400,000 1.28
18 HAMRA FURNITURE PTY LTD 340,000 1.09
19 ESPERE PTY LTD 324,750 1.04
20 DR ANDREW JOHN MCPHEE 300,000 0.96

Top 20 holders of LISTED OPTIONS EXP 30/06/2009 as at 22 Sep 2008 13,273,421 42.62
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SHAREHOLDER INFORMATION

Unlisted Option holders

The names of the holders of Unlisted Options constituting a class of unquoted equity securities on the
Australian Securities Exchange Limited including the number and percentage held by those at 22 September
2008 are as follows:

Rank Name Units % of Issued Options
|
1 MENZIES LIMITED 10,000,000 33.34

2 MR CARL WILLIAM DORSCH 4,651,163 15.50

MR RODERIC JOHN SMILY HOLLINGSWORTH

3 <RJS HOLLINGSWORTH FAMILY A/C> g ) AL
4 MARBEL CAPITAL PTY LTD 4,651,163 15.50
5 MR NEVILLE WAYNE MARTIN 4,651,162 15.50
6 MR PETER HAYDEN HUNT 1,395,349 4.66

Holders of ESCROWED OPTIONS as at 22 Sep 2008 30,000,000 100.00
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CORPORATE DIRECTORY

DIRECTORS

Mr. N. Martin (Non Executive Chairman)

Mr. C. Dorsch (Managing Director)

Mr. R. Hollingsworth (Non-executive Director)
Mr. P. Hunt (Non-executive Director)

COMPANY SECRETARY
Ms. P. A. M. Bentick-Owens

REGISTERED OFFICE
Level 5, 70 Pirie Street
ADELAIDE, SA 5000
Phone: 61 8 8228 5207
Fax: 6188228 3235
Website: www.adelaideenergy.com.au

PRINCIPAL ADMINISTRATIVE OFFICE
Level 5, 70 Pirie Street
ADELAIDE, SA 5000
Phone: 61 8 8228 5207
Fax: 6188228 3235

SHARE REGISTRY

Computershare Investor Services Pty.Ltd.
Level 5, 115 Grenfell Street

ADELAIDE, SA 5000

Phone (inside Australia): 1300 556 161
Phone (outside Australia) 61 3 9615 4000

AUDITORS

Grant Thornton

Chartered Accountants
Level 1, 67 Greenhill Road
WAVYVILLE SA 5034

AUSTRALIAN SECURITIES EXCHANGE

The Company is listed on the Australian Securities Exchange Limited.
The home exchange is Adelaide.

ASX Codes:

Shares: ADE
Options: ADEO
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	.
	The ultimate recoupment of costs carried forward is dependant on successful development and commercial exportations and sale of the respective areas of interest.

