








Empire Oil & Gas NL
ABN: 55 063 613 730

INCOME STATEMENT
FOR THE YEAR ENDED 30 June 2008

Consolidated

Parent Entity

NOTE 2008 2007 2008 2007
$ $ $ $

REVENUE
Revenue From Continuing
Operations 3 479,526 451,439 142,868 34,232
Finance Costs 28,676 39,405 - -
Depreciation of Plant and Equipment 710,926 710,299 1,319 4,642
Impairment of Exploration Expenditure 1,592,207 1,087,931 - -
General and Administration Costs 647,745 693,012 343,650 447,752
Management, Consulting and Professional
Fees 301,657 352,420 405,850 420,249
Provision for Diminution of Loans to
Controlled Entities 4 - - 2,694,365 1,380,985
Share Based Payment Expense 27 885,925 - 885,925 -
Production Expenses 166,992 416,989 - -
Total Expenditure 4,334,128 3,300,056 4,331,109 2,253,628
Loss Before Income Tax (3,854,602) (2,848,617) (4,188,241) (2,219,396)
Income Tax Benefit / (Expense) 5 - - - -
Loss from Continuing Operations (3,854,602) (2,848,617) (4,188,241) (2,219,396)
Net Loss Attributable to Members of
Empire Oil & Gas NL 16(b) (3,854,602) (2,848,617) (4,188,241) (2,219,396)
Basic Loss Per Share (cents per share) 21 0.17 0.17 - -

The above Income Statements are to be read in conjunction with the Notes to the Financial Statements.
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CURRENT ASSETS

Cash and Cash Equivalents
Other Receivables
TOTAL CURRENT ASSETS

NON CURRENT ASSETS
Other Financial Assets
Plant and Equipment
Capitalised Petroleum
Exploration and Acquisition
Costs
Inventories — Downhole
Equipment

TOTAL NON CURRENT

ASSETS

TOTAL ASSETS

CURRENT LIABILITIES

Trade and Other Payables
Provisions
Borrowings

TOTAL CURRENT LIABILITIES

NON-CURRENT
LIABILITIES

Borrowings

TOTAL NON-CURRENT
LIABILITIES

TOTAL LIABILITIES
NET ASSETS

EQUITY
Issued Capital
Share Application Proceeds
Reserves
Accumulated Losses
TOTAL EQUITY

Empire Oil & Gas NL
ABN: 55 063 613 730

BALANCE SHEET
AS AT 30 June 2008

Consolidated

Parent Entity

NOTE 2008 2007 2008 2007
$ $ $ $

6 4,225,909 1,044,135 3,188,105 1,139,997

7 728,757 514,659 77,289 54,004

4,954,666 2,458,794 3,265,394 1,194,901

8 - - 4,771,996 3,860,952

10 390,907 1,054,417 684 2,003

11 4,112,864 2,239,101 - -

30,000 30,000

4,533,771 3,323,518 4, 772,680 3, 862,955

9, 488,437 5,782,312 8,038,074 5, 057,856

12 731,286 252,683 49,464 72,934

13 20,571 9,931 - -

14 220,285 205,794 33,579 26,017

972,142 468,408 83,043 98,951

14 103,148 230,522 - -

103,148 230,522 - -

1,075,290 698,930 83,043 98,951

8,413,147 5,083,382 7,955,031 4,958,905

15 35,895,238 30,738,541 35,895,238 30,738,541

15 1,141,745 - 1,141,745 -

16(a) 1,158,365 272,440 1,158,365 272,440

16(b) (29,782,201) (25,927,599) (30,240,317) (26,052,076)

8,413,147 5,083,382 7,955,031 4,958,905

The above Balance Sheets are to be read in conjunction with the Notes to the Financial Statements.
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Empire Oil & Gas NL
ABN: 55 063 613 730

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 June 2008

Notes Consolidated Parent Entity
2008 2007 2008 2007
$ $ $ $
TOTAL EQUITY AT THE BEGINNING OF
THE FINANCIAL YEAR 5,083,382 5,015,637 4,958,905 4,261,939
LOSS FOR THE YEAR (3,854,602) (2,848,617) (4,188,241)  (2,219,396)
TOTAL RECOGNISED INCOME AND
EXPENSE FOR THE YEAR
ATTRIBUTABLE TO MEMBERS OF
EMPIRE OIL & GAS NL (3,854,602) (2,848,617)  (4,188,241)  (2,219,396)
Transactions With Equity Holders in their
Capacity as Equity Holders:
Shares Issued During the Year 15 5,531,000 3,055,000 5,531,000 3,055,000
Receipt Of Share Application Proceeds 15(b) 1,162,500 - 1,162,500 -
Transaction Costs 15(b) (395,058) (138,638) (395,058) (138,638)
Share based payments 16(a) 885,925 - 885,925 -
7,184,367 2,916,362 7,184,367 2,916,362
TOTAL EQUITY AT THE END OF THE
FINANCIAL YEAR 8,413,147 5,083,382 7,955,031 4,958,905

The above Statements of Changes in Equity are to be read in conjunction with the Notes to the Financial Statements.
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Empire Oil & Gas NL
ABN: 55 063 613 730

CASH FLOW STATEMENT
FOR THE YEAR ENDED 30 JUNE 2008

Consolidated Parent Entity
Note 2008 2007 2008 2007
$ $ $ $

Cash Flows From Operating Activities

Interest Received 376,753 93,466 142,868 34,232
Rough Range Crude Oil Sales 101,618 277,293 - -
Other Income - 50,930 - -
Payments to Suppliers, Contractors and Employees (1,032,343) (1,585,173) (795,355) (869,173)
Net Cash Used In Operating Activities 17(a) (553,972) (1,163,484) (652,487) (834,941)
Cash Flows From Investing Activities

Payment for Fixed Assets - (7,524) - -
Expenditure on Oil and Gas Properties and Exploration (3,325,506) (686,651) - -
Net Cash Used In Investing Activities (3,325,506) (694,175) - -
Cash Flows From Financing Activities

Loans to Related Parties - - (3,605,410) (936,822)
Repayment of Borrowings (127,665) (140,062) - -
Proceeds from Issue of Shares 6,693,501 3,055,000 6,693,501 3,055,000
Shares Placement Costs (395,058) (138,638) (395,058) (138,638)
Net Cash Used In Financing Activities 6,170,778 2,776,300 2,693,033 1,979,540
Net Increase / (decrease) in Cash Held 2,291,300 918,641 2,040,546 1,144,599
Cash and Cash Equivalents at Beginning Of The Year 1,891,153 972,512 1,113,980 (30,619)
Cash and Cash Equivalents at the End Of

The Year 17(b) 4,182,453 1,891,153 3,154,526 1,113,980

The above Statements of Cash Flows are to be read in conjunction with the Notes to the Financial Statements.
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Empire Oil & Gas NL

ABN: 55 063 613 730

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2008

1. ADOPTION OF NEW AND REVISED ACCOUNTING STANDARDS

In the current year, the Company has adopted all of the new and revised Standards and Interpretations issued by the
Australian Accounting Standards Board (the AASB) that are relevant to its operations and effective for the current
annual reporting period. The adoption of these new and revised Standards and Interpretations has not resulted in
changes to the Company's accounting policies.

At the date of authorisation of the Financial Report, the following Standards and Interpretations were in issue but not

yet effective:

The Directors anticipate that the adoption of these Standards and Interpretations in future periods will have no

material financial impact on the Financial Statements of the Company.

Reference Title Summary Application Impact on Group Application
date of Financial Report date for
standard* Group*
AASB Int. 4 Determining The revised Interpretation specifically scopes 1 January Refer to AASB Int. 12 1 July
(Revised) whether an out arrangements that fall within the scope of 2008 and AASB 2007-2. 2008
Arrangement AASB Interpretation 12.
contains a
Lease
AASB 8 and Operating New standard replacing AASB 114 Segment 1 January AASB 8 is a disclosure | 1 July
AASB 2007-3 Segments and Reporting, which adopts a management 2009 standard so will have 2009
consequential reporting approach to segment reporting. no direct impact on the
amendments to amounts included in
other Australian the Group's financial
Accounting statements. In addition,
Standards the amendments may
have an impact on the
Group’s segment
disclosures.
AASB 123 Borrowing The amendments to AASB 123 require that all 1 January The Group has no 1 July
(Revised) and Costs and borrowing costs associated with a qualifying 2009 borrowing costs 2009
AASB 2007-6 consequential asset be capitalised. associated with
amendments to qualifying assets and
other Australian as such the
Accounting amendments are not
Standards expected to have any
impact on the Group's
Financial Report.
AASB 101 Presentation of Introduces a statement of comprehensive 1 January These amendments 1 July
(Revised) and Financial income. 2009 are only expected to 2009
AASB 2007-8 Statements and | Other revisions include impacts on the affect the presentation
consequential presentation of items in the statement of of the Group’s
amendments to | changes in equity, new presentation Financial Report and
other Australian | requirements for restatements or will not have a direct
Accounting reclassifications of items in the financial impact on the
Standards statements, changes in the presentation measurement and
requirements for dividends and changes to the recognition of amounts
titles of the financial statements. disclosed in the
financial report.
AASB Amendments to | The amendments clarify the definition of 1 January The Group has share- 1 July
2008-1 Australian ‘'vesting conditions', introducing the term 'non- 2009 based payment 2009
Accounting vesting conditions' for conditions other than arrangements that may
Standard — vesting conditions as specifically defined and be affected by these
Share-based prescribe the accounting treatment of an amendments.
Payments: award that is effectively cancelled because a However, the Group
Vesting non-vesting condition is not satisfied. has not yet determined

Conditions and
Cancellations

the extent of the
impact, if any.
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Empire Oil & Gas NL

ABN: 55 063 613 730

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2008

Reference Title Summary Application Impact on Group Application
date of Financial Report date for
standard* Group*
AASB 3 Business The revised standard introduces a number of 1 July The Group has not yet 1 July
(Revised) Combinations changes to the accounting for business 2009 assessed the impact of | 2009
combinations, the most significant of which early adoption,
allows entities a choice for each business including which
combination entered into — to measure a non- accounting policy to
controlling interest (formerly a minority adopt.
interest) in the acquiree either at its fair value
or at its proportionate interest in the acquiree’s
net assets. This choice will effectively result in
recognising goodwill relating to 100% of the
business (applying the fair value option) or
recognising goodwill relating to the percentage
interest acquired. The changes apply
prospectively.
AASB 127 Consolidated Under the revised standard, a change in the 1 July If the Group changes 1 July
(Revised) and Separate ownership interest of a subsidiary (that does 2009 its ownership interest 2009
Financial not result in loss of control) will be accounted in its existing
Statements for as an equity transaction. subsidiary in the future,
the change will be
accounted for as an
equity transaction. This
will have no impact on
goodwill, nor will it give
rise to a gain or a loss
in the Group’s income
statement.
AASB Amendments to | Amending standard issued as a consequence 1 July Refer to AASB 3 1 July
2008-3 Australian of revisions to AASB 3 and AASB 127. 2009 (Revised) and AASB 2009
Accounting 127 (Revised) above.
Standards
arising from
AASB 3 and
AASB 127
Amendments Cost of an The main amendments of relevance to 1 January If the Group entersinto | 1 July
to International | Investmentina | Australian entities are those made to IAS 27 2009 any group 2009
Financial Subsidiary, deleting the ‘cost method’ and requiring all reorganisation
Reporting Jointly dividends from a subsidiary, jointly controlled establishing new
Standards Controlled entity or associate to be recognised in profit or parent entities, an
Entity or loss in an entity's separate financial assessment will need
Associate statements (i.e., parent company accounts). to be made to
The distinction between pre- and post- determine if the
acquisition profits is no longer required. reorganisation meets
However, the payment of such dividends the conditions imposed
requires the entity to consider whether there is to be effectively
an indicator of impairment. accounted for on a
‘carry-over basis’
AASB 127 has also been amended to rather than at fair
effectively allow the cost of an investment in a value.
subsidiary, in limited reorganisations, to be
based on the previous carrying amount of the
subsidiary (that is, share of equity) rather than
its fair value.
Amendments Improvements The improvements project is an annual project | 1 January The Group has not yet 1 July
to International | to IFRSs that provides a mechanism for making non- 2009 except determined the extent 2009
Financial urgent, but necessary, amendments to IFRSs. | for of the impact of the
Reporting The IASB has separated the amendments into | amendments amendments, if any.
Standards two parts: Part 1 deals with changes the IASB to IFRS 5,
identified resulting in accounting changes; Part | which are
Il deals with either terminology or editorial effective from
amendments that the IASB believes will have 1 July 2009.

minimal impact.

*Designates the beginning of the applicable annual reporting period unless otherwise stated.

Adoption of new accounting standard

The Group has adopted AASB 7 Financial Instruments: Disclosures and all consequential amendments which
became applicable on 1 July 2007. The adoption of this standard has only affected the disclosure in these financial
statements. There has been no affect on profit and loss or the financial position of the entity.
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Empire Oil & Gas NL
ABN: 55 063 613 730
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2008

2. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation of the Financial Report are set out below. These policies
have been consistently applied to all the years presented, unless otherwise stated. The Financial Report includes
separate financial statements for Empire Oil & Gas NL as an Individual Entity and the Group consisting of Empire Oil
& Gas NL and its subsidiaries. Empire Oil & Gas NL is a company limited by shares incorporated in Australia whose
shares are publicly traded on Australian Securities Exchange Limited.

Basis of preparation

This General Purpose Financial Report has been prepared in accordance with Australian equivalents to International
Financial Reporting Standards (AIFRSSs), other authoritative pronouncements of the Australian Accounting Standards
Board, including Australian Interpretations and the Corporations Act 2001. They have been prepared on the basis of
historical costs except for the revaluation of certain non-current assets and financial instruments and on the going
concern basis. All amounts are presented in Australian Dollars unless otherwise noted.

Compliance with IFRSs

Australian Accounting Standards include Australian equivalents to International Financial Reporting Standards
(IFRSs). Compliance with AIFRSs ensures that the Financial Report, comprising the Group’s Financial Statements
and notes and the Company’s Financial Statements and notes of Empire Oil & Gas NL, comply with IFRSs and
interpretations adopted by the International Accounting Board (IASB).

The Financial Statements were approved by the Directors on 30 September 2008.

The Accounting policies below have been applied in preparing and presenting the Financial Statements.

(@) Principles of Consolidation

The consolidated Financial Statements are those of the Group, comprising of Empire Oil & Gas NL (Parent Entity)
and all entities which Empire Oil & Gas NL controlled from time to time during the Year and at balance date. A
controlled entity is any entity Empire Oil & Gas NL has the power to control the financial and operating policies of so
as to obtain benefits from its activities. A list of controlled entities is contained in note 9.

Information from the Financial Statements of subsidiaries is included from the date the parent company obtains
control until such time as control ceases. Where there is loss of control of a subsidiary, the Group’s Financial
Statements include the results for the part of the reporting period during which the parent company has control.
Subsidiary acquisitions are accounted for using the purchase method of accounting.

The Financial Statements of subsidiaries are prepared for the same reporting period as the parent entity, using
consistent accounting policies. Adjustments are made to bring into line any dissimilar accounting policies which may

exist.

All intercompany balances and transactions, including unrealised profits arising from intra-group transactions, have
been eliminated in full. Unrealised losses are eliminated unless costs cannot be recovered.

Investments in subsidiaries are accounted for at cost in the individual financial statements of Empire Oil & Gas NL.
(b) Property, Plant and Equipment

Each class of property, plant and equipment is carried at cost or fair value less, where applicable, any accumulated
depreciation and impairment losses.

Plant and equipment
Plant and equipment are measured on the cost basis.

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. The recoverable amount is assessed on the basis of the expected net cash
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Empire Oil & Gas NL
ABN: 55 063 613 730
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2008

flows which will be received from the assets employment and subsequent disposal. The expected net cash flows
have been discounted to their present values in determining recoverable amounts. The cost of fixed assets
constructed within the Group includes the cost of materials, direct labour, borrowing costs and an appropriate
proportion of fixed and variable overheads.

Subsequent costs are included in the assets carrying amount or recognised as a separate asset, as appropriate, only
when it is probable that future economic benefits associated with the item will flow to the Group and the cost of the
item can be measured reliably. All other repairs and maintenance are charged to the income statement during the
financial period in which they are incurred.

Depreciation

Depreciation of plant and equipment is calculated using the straight line basis so as to write off the net costs of each
asset over the expected useful life. Depreciation rates are:

Plant and Equipment 10% to 36%
Camp and Accessories 20% to 40%
The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each balance sheet date.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’'s carrying amount is
greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing proceeds with carrying amount. These are included in
the income statement. When revalued assets are sold, it is group policy to transfer the amounts included in other
reserves in respect of those assets to retained earnings.

(c) Impairment of Assets

At each reporting date, the Group 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.

Impairment testing is performed annually for goodwill and intangible assets with indefinite lives.

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

(d) Exploration and Evaluation Costs

Exploration and evaluation costs are carried forward where right of tenure to the area of interest is current and they
are expected to be recouped through sale or successful development and exploitation of the area of interest or,
where exploration and evaluation activities in the area of interest have not reached a stage that permits reasonable
assessment of the existence of economically recoverable reserves.

Where an area of interest is abandoned or the Directors decide that it is not commercial, any accumulated acquisition
costs in respect of that area are written off in the financial period the decision is made. Each area of interest is also
reviewed at the end of each accounting period and accumulated costs written off to the extent that they will not be
recoverable in the future. Amortisation is not charged on costs carried forward in respect of areas of interest in the
development phase until production commences.

(e) Leases

Leases of fixed assets where substantially all the risks and benefits incidental to the ownership of the asset, but not
the legal ownership that are transferred to entities in the Group are classified as finance leases.
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Empire Oil & Gas NL
ABN: 55 063 613 730
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2008

Finance leases are capitalised by recording an asset and a liability at the lower of the amounts equal to the fair value
of the leased property or the present value of the minimum lease payments, including any guaranteed residual
values. Lease payments are allocated between the reduction of the lease liability and the lease interest expense for
the year.

Leased assets are depreciated on a straight-line basis over their estimated useful lives.

Lease payments for operating leases, where substantially all the risks and benefits remain with the lessor, are
charged as expenses in the periods in which they are incurred.

Lease incentives under operating leases are recognised as a liability and amortised on a straight-line basis over the
life of the lease term.

()] 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.

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 Group will derive sufficient
future assessable income to enable the benefit to be realised and comply with the conditions of deductibility imposed
by the law.

() Goods and Services 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 Tax Office. In these circumstances the GST is recognised as part of
the cost of acquisition of the asset or as part of an item of the expense. Receivables and payables in the balance
sheet 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, which are disclosed as operating cash flows.

(h) Foreign Currency Translation
Functional and Presentation Currency

The functional currency of each of the Group's entities is measured using the currency of the primary economic
environment in which that entity operates. The Group’s Financial Statements are presented in Australian dollars
which is the parent entity’s functional and presentation currency.

Transactions 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. Non-monetary
items measured at historical cost continue to be carried at the exchange rate at the date of the transaction. Non-
monetary items measured at fair value are reported at the exchange rate at the date when fair values were
determined.
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Empire Oil & Gas NL
ABN: 55 063 613 730
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2008

Exchange differences arising on the translation of monetary items are recognised in the income statement, except
where deferred in equity as a qualifying cash flow or net investment hedge.

Exchange differences arising on the translation of non-monetary items are recognised directly in equity to the extent
that the gain or loss is directly recognised in equity, otherwise the exchange difference is recognised in the income
statement.

Group Companies

The financial results and position of foreign operations whose functional currency is different from the Group's
presentation currency are translated as follows:

e assets and liabilities are translated at year-end exchange rates prevailing at that reporting date;
e income and expenses are translated at average exchange rates for the period; and
e retained profits are translated at the exchange rates prevailing at the date of the transaction.

Exchange differences arising on translation of foreign operations are transferred directly to the Group's foreign
currency translation reserve in the balance sheet. These differences are recognised in the income statement in the
period in which the operation is disposed.

(i) Trade and Other Payables

Liabilities for trade creditors and other amounts are carried at cost which is the fair value of the consideration to be
paid in the future for goods and services received, whether or not billed to the Group.

Payables to related parties are carried at the principal amount. Interest, when charged by the lender, is recognised
as an expense on an accrual basis.

()] Employee Benefits

Provision is made for employee benefits accumulated as a result of employees rendering services up to the reporting
date. These benefits include wages and salaries, annual leave, and long service leave.

Liabilities arising in respect of wages and salaries, annual leave and any other employee benefits expected to be
settled within twelve months of the reporting date are measured at their nominal amounts based on remuneration
rates which are expected to be paid when the liability is settled. All other employee benefit liabilities are measured at
the present value of the estimated future cash outflow to be made in respect of services provided by employees up to
the reporting date. In determining the present value of future cash outflows, the market yield as at the reporting date
on national government bonds, which have terms to maturity approximating the terms of the related liability, are
used.

Share-Based Payments

The Group provides benefits to employees (including Directors) of the Group in the form of share-based payment
transactions, whereby employees render services in exchange for shares or rights over shares (‘equity-settled
transactions’).

The cost of these equity-settled transactions with employees is measured by reference to the fair value at the date at
which they are granted. The fair value is determined by an internal valuation using a Black-Scholes option pricing
model.

The cost of equity-settled transactions is recognised, together with a corresponding increase in equity, over the
period in which the performance conditions are fulfilled, ending on the date on which the relevant employees become
fully entitled to the award (‘vesting date’).

The cumulative expense recognised for equity-settled transactions at each reporting date until vesting date reflects (i)
the extent to which the vesting period has expired and (ii) the number of options that, in the opinion of the Directors
of the Group, will ultimately vest. This opinion is formed based on the best available information at balance date. No
adjustment is made for the likelihood of market performance conditions being met as the effect of these conditions is
included in the determination of fair value at grant date.
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No expense is recognised for awards that do not ultimately vest, except for awards where vesting is conditional upon
a market condition.

Where an equity-settled award is cancelled, it is treated as if it had vested on the date of cancellation, and any
expense not yet recognised for the award is recognised immediately. However, if a new award is substituted for the
cancelled award, and designated as a replacement award on the date that it is granted, the cancelled and new award
are treated as if they were a modification of the original award.

(k) Revenue Recognition

Interest revenue is recognised when receivable.

Revenue from sale of crude oil is recognised upon delivery to the customer. All revenue is stated net of Goods and
Services Tax.

() Issued Capital
Ordinary shares are classified as equity

Any transaction costs arising on the issue of ordinary shares are recognised directly in equity as a reduction of the
share proceeds received

(m) Earnings per Share (EPS)

Basic Earnings per Share

Basic EPS is calculated as the profit attributable to equity holders of the Company, excluding any costs of servicing
equity other than ordinary shares, divided by the weighted average number of ordinary shares outstanding during the
Financial Year, adjusted for any bonus elements in ordinary shares issued during the year.

Diluted Earnings per Share

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

(n) Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, deposits held at call with banks, other short-term highly liquid
investments with original maturities of three months or less, and bank overdrafts. Bank overdrafts are shown within
short-term borrowings in current liabilities on the balance sheet.

(o) Comparative Figures

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

(p) Interests in Joint Ventures

The Group's share of the assets, liabilities, revenue and expenses of joint venture operations are included in the
appropriate items of the consolidated income statement and balance sheet. Details of the Group's interests are
shown in note 28.

The Group's interests in joint venture entities are brought to account using the equity method of accounting in the

Consolidated Financial Statements. The Parent Entity’s interests in joint venture entities are brought to account using
the cost method.
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(q) Provisions

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

(n Financial Instruments

Recognition

Financial instruments are initially measured at cost on trade date, which includes transaction costs, when the related
contractual rights or obligations exist. Subsequent to initial recognition these instruments are measured as set out
below.

Financial assets at fair value through profit and loss

A financial asset is classified in this category if acquired principally for the purpose of selling in the short term or if so
designated by management and within the requirements of AASB 139: Recognition and Measurement of Financial
Instruments. Realised and unrealised gains and losses arising from changes in the fair value of these assets are
included in the income statement in the period in which they arise.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in
an active market and are stated at amortised cost using the effective interest rate method.

Held-to-maturity investments

These investments have fixed maturities, and it is the group’s intention to hold these investments to maturity. Any
held-to-maturity investments held by the group are stated at amortised cost using the effective interest rate method.

Available-for-sale financial assets

Available-for-sale financial assets include any financial assets not included in the above categories. Available-for-
sale financial assets are reflected at fair value. Unrealised gains and losses arising from changes in fair value are
taken directly to equity.

Financial liabilities

Non-derivative financial liabilities are recognised at amortised cost, comprising original debt less principal payments
and amortisation.

Fair value

Fair value is determined based on current bid prices for all quoted investments. Valuation techniques are applied to
determine the fair value for all unlisted securities, including recent arm’s length transactions, reference to similar
instruments and option pricing models.

Impairment

At each reporting date, the group assess whether there is objective evidence that a financial instrument has been
impaired. In the case of available-for-sale financial instruments, a prolonged decline in the value of the instrument is
considered to determine whether an impairment has arisen. Impairment losses are recognised in the income
statement.

(s) Critical accounting judgements, estimates and assumptions

The carrying amounts of certain assets and liabilities are often determined based on estimates and assumptions of

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

The Group measures the cost of equity-settled transactions with employees by reference to the fair value of the
equity instruments at the date at which they are granted. The fair value is determined by an internal valuation using a
Black-Scholes option pricing model, using the assumptions detailed in note 27.

Exploration and evaluation costs
Exploration and evaluation costs are carried forward where right to tenure of the area of interest is current.

These costs are carried forward in respect of an area that has not at balance sheet date reached a stage that permits
reasonable assessment of the existence of economically recoverable reserves.

Impairment of Assets

At each reporting date, the Group 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.

3. REVENUE FROM CONTINUING OPERATIONS
Notes Consolidated Parent Entity
2008 2007 2008 2007
$ $ $ $
Revenues from Operating & Non -
Operating activities
Interest 377,908 93,466 142,868 34,232
Rough Range Crude Oil sales 101,618 307,043 - -
Other Income - 50,930
Total Revenues from Continuing
Operations 479,526 451,439 142,868 34,232
4. Loss Before Income Tax

The loss before income tax has been arrived at after charging the following expenses:

Employee Benefit Expense 10,640 14,372 - -
Provision for Diminution of Loans to

Controlled Entities - - 2,694,365 1,380,985
Finance Costs — Interest payable 28,676 39,405 - -
Operating Lease Expense 65,310 54,612 65,310 54,612
5. INCOME TAX

(a) Income Tax Expense
Current tax - - - -
Deferred tax - - - -
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5. Income Tax — (Contd.)

Consolidated Parent Entity
2008 2007 2008 2007
(b) Numerical Reconciliation of Income $ $ $ $
Tax Expense to Prima Facie Tax payable
Loss from Ordinary Activities before Income
Tax Expense (3,854,602) (2,848,617) (4,188,241) (2,219,396)
Prima Facie Tax Benefit on Loss From
Ordinary Activities at 30% (2007:30%) (1,156,381) (854,585) (1,256,472) (665,819)
Tax Effect of Amounts Which are Not
Deductible (taxable) in Calculating Taxable
Income:
Share-Based Payments 265,778 - 265,778 -
Movements in Unrecognised Temporary
Differences (551,422) (61,649) 812,623 417,525

(1,442,025) (916,234) (178,071) 248,294
Tax Effect of Current Year Tax Losses for
Which No Deferred Tax Asset Has Been
Recognised 1,442,025 916,234 178,071 248,294

Income Tax Expense - - - -

(c) Unrecognised Temporary Differences
Deferred Tax Assets (at 30%)
On Income Tax Account

Provision for Diminution - - 4,609,442 3,801,133
Provisions 6,171 - - -
Carry Forward Tax Losses 8,154,816 6,712,794 2,283,326 2,105,255
Total Deferred Tax Assets 8,160,987 6,712,794 6,892,768 5,906,388

Deferred Tax Assets (at 30%) - - - -

6. Cash and Cash Equivalents comprises:

— Cash at Bank and in Hand 1,037,800 721,289 - -
— Receipt of Share Application Proceeds -

June 2008 Share Purchase Plan 1,162,500 -- 1,162,500 -
— Short-Term Deposits 2,025,609 1,222,846 2,025,605 1,139,997
Closing Cash and Cash Equivalents Balance 4,225,909 1,944,135 3,188,105 1,139,997

Cash at Bank earns interest at Floating Rates based on Daily Bank Deposit Rates.
Short-Term deposits are made for varying periods of between one day and one month depending on the immediate
cash requirements of the Group, and earn interest at the respective short-term deposit rates.

7. OTHER RECEIVABLES (CURRENT)

Other Receivables 574,913 419,313 27,714 18,136
Deposits 153,844 95,346 49,575 36,768
728,757 514,659 77,289 54,904
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8. OTHER FINANCIAL ASSETS

Consolidated Parent Entity
2008 2007 2008 2007
$ $ $ $
Amounts Owing From Controlled Entities
Empire Oil Company (WA) Limited - - 6,684,504 5,896,189
Rough Range Oil Pty Ltd - - 9,180,042 8,934,510
Empire Services Pty Ltd - - 1,910,616 1,577,353
Gulliver Productions Pty Ltd - - 1,376,427 226,440
EP 104 & R1 JV - - - 3,000
EP 389 JV - - 400,000 -
EP 416 JV 195,000
EP 426 JV - - (166,686) -
EP 432 3V - - 556,893 -
EP 435 — Dune 1 JV - - - (69,732)
EP 435 — Parrot Hill 3V - - - (36,373)
- - 20,136,796 16,531,387
Less: Provision for Diminution Of Loans - (15,364,808) (12,670,443)
- - 4,771,988 3,860,944
Shares in Controlled entities at cost (9 - - 8 8
Total Other Financial Assets 4,771,996 3,860,952

(i) The loans to subsidiaries are non-interest bearing, unsecured and repayable on demand.

(i) An allowance for impairment is recognised when the net assets of the controlled entity (excluding the loan
payable to the Company) falls below the carrying value of the loan. An allowance for impairment is reversed
when the net assets of the controlled entity (excluding the loan payable to the Company) exceed the carrying
value of the loan. An impairment loss of $2,694,365 (2007: $1,380,985) has been recognised by the Company
as in the income statement in the current year.

9. SUBSIDIARIES

Name Country of Class of Holding Book Value of Investment
Incorporation Share Percentage (Parent Entity)
2008 2007 2008 2007
% % $ $

Empire Services Pty Ltd Australia  Ordinary 100 100 2 2
Empire Oil Company (WA) Limited
and its Controlled Entity New Zealand Ordinary 100 100 4,771,722 4,771,722
Gulliver Productions Pty Ltd Australia  Ordinary 100 100 350,000 350,000
Rough Range Oil Pty Ltd Australia Ordinary 100 100 2 2
St. George Petroleum Limited * Australia Ordinary 100 100 2 2
Provision for Investment Diminution (5,121,720) (5,121,720)

8 8

*The Company was acquired on 5 January 2006 and has not operated until the balance date.
There is uncalled capital of NZ 20 cents (totalling approximately A$54,000) on 300,000 ordinary shares in

Empire Oil Company (WA) Ltd. The cost of the investment in Rough Range Oil Pty Ltd is $2.
All Controlled Entities are unlisted companies.

70



10.

11.

PLANT AND EQUIPMENT

Plant and Equipment - at cost
Accumulated Depreciation

Motor Vehicle - at Cost
Accumulated Depreciation

Camp and Accessories — at Cost
Accumulated Depreciation

Carrying Amount at End of the Year

Movements for Year in Plant and
Equipment

Opening Balance

Purchases / Additions

Depreciation for the Year

Carrying Amount at End of the Year

Plant and Equipment to the Value of

Empire Oil & Gas NL
ABN: 55 063 613 730
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2008

Consolidated

Parent Entity

2008 2007 2008 2007
$ $ $ $
2,115,460 2,115,460 89,445 89,445
(1,990,275)  (1,361,300) (88,761) (87,853)
125,185 754,160 684 1,592
57,414 10,000 10,000 10,000
(13,951) (9,589)  (10,000) (9,589)
43,463 411 - 411
392,953 392,950 - -
(170,694) (93,104) - -
222,259 299,846 - -
390,007 1,054,417 684 2,003
1,054,417 1,757,192 2,003 6,645
47,416 7,524 - -
(710,926) (710,299)  (1,319) (4,642)
390,007 1,054,417 684 2,003

$671,555 (2007 $671,555) has been Secured

by Registered Mortgage.

A Motor Vehicle to the value of $57,414 (2007
$Nil) has been secured by Registered

Mortgage during the year.

CAPITALISED PETROLEUM EXPLORATION AND ACQUISITION COSTS

Consolidated

Parent Entity

2008 2007 2008 2007
$ $ $
Exploration, Production and Evaluation Costs 2,239,101 2,455,955 - -
Exploration Expenditure incurred during the 3,465,970 871,077 - -
year
Capitalised Exploration Costs Written Off (1,592,207) (1,087,931) - -

4,112,864 2,239,101

Distribution of Capitalised Petroleum

Expenditure:

Exploration and Evaluation Costs
Production Phase Costs

Total

Recoverability of the carrying amount for Exploration Assets depends upon the successful exploration and sale

of oil and gas.

4,112,864 2,239,101

4,112,864 2,239,101
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Parent Entity
Consolidated

TRADE AND OTHER PAYABLES

(CURRENT) 2008 2007 2008 2007
$ $ $ $
Trade Payables 550,718 81,269 32,464 36,735
Other Payables and Accruals 180,568 171,414 17,000 36,199
731,286 252,683 49,464 72,934
PROVISIONS (CURRENT)
Employee Benefits 20,571 9,931 - -
20,571 9,931 - -

INTEREST BEARING LIABLITIES

CURRENT

Unsecured Liabilities

Bank Overdraft* 17(b) 43,456 52,982 33,579 26,071
Secured Liabilities**

Rough Range Production Facility Financing 194,339 179,469 - -
Less: Unexpired Charges (17,510) (26,657) - -
Net Secured Liabilities 176,829 152,812

Total Current Liabilities 220,285 205,794 33,579 26,071

NON CURRENT
Secured Liabilities

Rough Range Production Facility Financing 114,178 246,325 - -
Less: Unexpired Charges (11,030) (15,803) - -
Total Non-current 103,148 230,522 - -

*Bank Overdrafts are subject to variable interest rates
**These liabilities are secured over plant and equipment of Rough Range Oil Pty Ltd and guaranteed
by the Parent Entity.

15. ISSUED CAPITAL

Consolidated and Consolidated and
(a) Issued and Paid Up Capital Parent Entity Parent Entity
2008 2007
Number of $ Number of $
Shares Shares
Ordinary Shares Fully Paid 15(b) 2,455,860,285 35,895,238 1,916,360,285 30,738,541

Share Application Proceed — June
2008 Share Purchase Plan Less
issue Expenses ($20,755) 15(b) 58,125,000 1,141,745 -- -

2,513,985,285 37,036,983 1,916,360,285 30,738,541
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15 Issued Capital — (Contd.)

(b) Movement in Ordinary Share Capital 2008 2007
Number of $ Number of $
Shares Shares
Beginning of the Financial Year 1,916,360,285 30,738,541 1,405,921,843 27,822,179

Issued During the Year:

— August 2006 -Shares issued for cash @

0.56 cent per share -
— December 2006 -Shares issued for cash @

0.050 cent per share -

— January 2007 — Shares issued for cash @
0.70 cent per share - - 86,900,000 608,300

February 2007 — Shares issued for cash @
0.65 cent per share — Share Purchase Plane -

— February 2007 — Share Purchase Plan —

Shares issued for cash @ 0.65 cent per share - - - -
— August 2007 -Director’s Exercise of Options

for cash @1 cent per share 28,000,000 280,000 - -
— August 2007 — Director's Exercise of Options

for cash @ 1.5 cents per share 15,500,000 232,500

— August 2007 Shares issued for cash @ 0.80

cent per share 287,000,000 2,296,000

— February 2008 — Shares issued for cash @

0.013 cents per share 100,000,000 1,300,000

— April 2008 — Shares issued for cash @ 0.013

cents per share 100,000,000 1,300,000

— June 2008 — Director’s exercise of Options

@ 1.5 cents 6,500,000 97,500

— June 2008 — Employees exercise of Options

@ 1 cent 2,500,000 25,000

— June 2008 — Share Purchase Plan — Share
Application Proceeds 58,125,000 1,162,500

less transaction costs - (395,058) - (138,638)
End of the Financial Year 2,513,985,285 37,036,983 1,916,360,285 30,738,541

107,000,000 599,200

140,000,000 700,000

176,538,442 1,147,500

(c) Movements in Options On Issue Consolidated and Parent Entity
Number of Options
2008 2007
Beginning of the Financial Year 65,000,000 65,000,000
— Exercised During The Year
— August 2007 -Director’s Exercise of
Options for cash @1 cent per share (28,000,000)
— August 2007 -Director’s Exercise of
Options for cash @1.5 cent per share (15,500,000)
— June 2008 -Director’s Exercise of
Options for cash @1 cent per share (6,500,000)
— June 2008 -Director’s Exercise of
Options for cash @1 cent per share (2,500,000)
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Consolidated and Parent Entity
Number of Options

(c) Movements in Options On Issue — (Contd.)
Issued During the Year

2008 2007
December 2007- New Options issued to Directors,
Employees and Consultants exercisable at @ 2.5 cents
per share on or before 28 November 2010. 37,500,000
December 2007- New Options issued to Director’s,
Employees and Consultants exercisable at @ 3 cents
per share on or before 28 November 2010. 37,500,000

End of the financial year 87,500,000 65,000,000

(d)

Ordinary Shares entitle the holder to participate in dividends and the proceeds on winding up of the Company in
proportion to the number of and amounts paid on the shares held.

Ordinary Shares

On a show of hands every holder of ordinary shares present at a meeting in person or by proxy, is entitled to one
vote, and upon a poll each share is entitled to one vote.

16. RESERVES AND ACCUMULATED LOSSES
Consolidated Parent Entity
2008 2007 2008 2007
$ $ $ $
(a) Reserves
Share-Based Payments Reserve 1,158,365 272,440 1,158,365 272,440
1,158,365 272,440 1,158,365 272,440

Consolidated Parent Entity

2008 2007 2008 2007
Movements $ $ $ $
Share-Based Payments Reserve
Balance at Beginning of Year 272,440 272,440 272,440 272,440
Option Expense 885,925 - 885,925 -
Balance at End of Year 1,158,365 272,440 1,158,365 272,440

Accumulated Losses

(b)

Consolidated

2008 2007
Number of $
Shares

Parent Entity

2008 2007
Number of $
Shares

Balance at Beginning of Year

Net loss Attributable to Members of Empire Oil &
Gas NL

(25,927,599) (23,078,982)

(3,854,602)  (2,848,617)

(26,052,076)

(4,188,241)

(23,832,680)

(2,219,396)

Balance at End of Year

(29,782,201) (25,927,599) (30,240,317)

(26,052,076)

()

Share-Based Payments Reserve

Nature and Purpose of Reserves

The share-based payments reserve is used to recognise the fair value of options issued.
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17. CASH FLOW STATEMENT

(@) Reconciliation of the Net Loss after
Income Tax to Net Cash Flows from
Operating Activities

Consolidated Parent Entity
2008 2007 2008 2007

$ $ $ $
Net loss for the Year (3,854,602) (2,848,617) (4,188,241) (2,219,396)
Non-Cash Items
Depreciation 710,926 710,299 1,319 4,642
Share based payment 885,925 - 885,925 -
Impairment of Exploration Expenditure 1,592,207 1,087,931 - -
Impairment of loans to Controlled Entities - - 2,694,365 1,380,985
Changes in Operating Assets and
Liabilities
(Increase)/decrease in Trade and Other
Receivables (214,098) 87,141 (22,385) 3,263
(Decrease)/increase in Trade and Other
Payables 315,030 (195,151) (23,470) (4,435)
(Decrease) / increase in Employee
Entitlement Provisions 10,640 (5,087) - -
Net Cash Outflow from Operating Activities (553,972) (1,163,484) (652,487) (834,941)

(b) Reconciliation of Cash

Cash at the end of the Financial Year as shown in the Cash Flow Statement is reconciled to items in the Balance
Sheet as follows:

Closing Cash and Cash Equivalents Balance 6 4,225,909 1,944,135 3,188,105 1,139,997
Bank Overdraft 14 (43,456) (52,982) (33,579) (26,017)
Cash as per Cash Flow Statements 4,182,453 1,891,153 3,154,526 1,113,980
(c) Non-Cash Financing and Investing Activities

Options issued to employees and consultants for no consideration or as settlement for expenses are shown in note
23.(c)

18. EXPENDITURE COMMITMENTS

€) Exploration Commitments
The Company has certain commitments to meet minimum expenditure requirements on the Petroleum exploration
assets it has an interest in. Outstanding exploration commitments are as follows:

Not later than one year 2,090,000 765,000 - -

Later than one year and not later than five
years - - - -

Greater than five years - - - -
2,090,000 765,500 - -

These obligations may vary over time depending on the group’s exploration programme and movements. These
obligations are also subject to variation by regulation, joint venturing or relinquishing some of the relevant tenements.
The above figures include proposed commitments on permits yet to be formerly granted
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(b) Lease Expenditure Commitments
Operating leases (no cancellable):
Minimum lease payments

Consolidated Parent Entity
2008 2007 2008 2007
$ $ $ $
— not later than one year 67,137 62,190 67,137 62,190
— later than one year and not later than five
years 91,869 10,360 91,869 10,360

— Greater than Five Years - - - -

Aggregate lease expenditure contracted for
at reporting date 159,006 72,550 159,006 72,550

Terms of the Tenancy Lease for the Empire Oil & Gas NL Office situated on 154 Hampden Road, Nedlands:
Office lease renewed for the two year period from 27 October 2008 to 27 October 2010.

(c) Hire Purchase Expenditure Commitments

— not later than one year 176,829 152,812 - -
— later than one year and not later than five

years 103,148 230,522 - -

— Greater than Five Years - - - R

Aggregate lease expenditure contracted for
at reporting date 279,977 383,334 - -

19. CONTINGENT LIABILITIES AND CONTINGENT ASSETS
There are no material contingent liabilities or contingent assets at balance date.

20. SUBSEQUENT EVENTS
a) Placement of Shares

On 4 June 2008 the Company invited the Shareholders to participate in Company’s Share Purchase Plan, the Plan
closed on 4 July 2008 and on 14 July 2008 the Company allotted 161,325,000 New Shares and raised a total of
$3,226,500.

On 14 July 2008 the Company placed 25,000,000 New Shares under section 708A(5)e of the Corporation Act 2001
at an issue price of 2 cents per share to certain investors pursuant to Section 708 (8) ( ¢) without disclosure to them
under part 6D.2 of the Act.

The Placement which was fully subscribed, raised funds of $500,000 before expenses. The Placement was closed
and new Shares were allocated on 14 July 2008

On 29 August 2008 the Company placed 85,000,000 New Shares under section 708A(5)e of the Corporation Act
2001 at an issue price of 1.35 cents per share to certain investors pursuant to Section 708 (8) ( ¢) without disclosure
to them under part 6D.2 of the Act.

The Placement which was fully subscribed, raised funds of $1,147,500 before expenses. The Placement was closed
and new Shares were allocated on 29 August 2008.

21. LOSS PER SHARE

The loss and weighted average number of ordinary shares used in the calculation of basic loss per share is as
follows:

2008 2007
$ $
Loss Used in Calculating Basic Loss Per Share (3,854,602) (2,848,617)

Weighted Average Number of Ordinary Shares used 2,291,579,035  1,702,679,527
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in Calculating Basic Loss per Share
Diluted loss per shares

Diluted loss per share has not been calculated as the Company’s potential ordinary shares are not considered
dilutive and do not increase loss per share.

22. AUDITORS' REMUNERATION
Amounts received or due and receivable by the Auditors for an audit or review of the financial report of the Group
including Audit of the Company’s New Zealand registered Subsidiary Company

Consolidated Parent Entity

2008 2007 2008 2007
Judge Constable - 11,996 - 9,397
Ord Partners 32,915 18,920 29,915 15,920
32,916 30,916 29,915, 25,317
Auditors received no fees for any other services.
23. KEY MANAGEMENT PERSONNEL DISCLOSURES
a) Details of Key Management Personnel
The following persons were key management personnel of the Group during the financial year:
J L C Marshall Managing Director
B J Warris Executive Director
N K Joyce Non-Executive Director and Company Secretary
(b) Compensation of Key management Personnel by Category
Consolidated Parent Entity
2008 2007 2008 2007
$ $ $ $
Short-term 498,525 536,768 61,415 67,241
Post employment 5,678 6,636 - -
Other long-term - - - -
Termination benefits - - - -
Share-based payment 885,925 - 885,925 -
Related party payments 277,320 267,548 - -
1,667,448 810,952 947,340 67241

(c) Option Holdings of Key Management Personnel
The Company has taken advantage of the relief provided by Corporations regulation 2m 6.04 and has
transferred the detailed remuneration disclosures required under AASB 124 — Related Party Disclosure to the
Directors’ Report. The relevant information can be found in sections A to D of the remuneration report on
pages 41 to 46.

The number of options over ordinary shares in the Company held during the financial year by each director
of Empire Oil & Gas NL of the Group including their personally related parties are set out below:

Balance Granted / Exercise of Balance
Year 2008 1 July 2007 Vested Options Lapsed 30 June 2008
Directors
JL C Marshall 28,000,000 30,000,000 (22,000,000) - 36,000,000
BJ Warris 15,000,000 20,000,000 (15,000,000) - 20,000,000
N K Joyce 13,000.000 10,000,000 (13,000,000) - 10,000,000
Total 56,000,000 60,000,000 (50,000,000) - 66,000,000
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(d) Shareholdings of Key Management Personnel
The number of options over ordinary shares in the Company held during the financial year by each Director of

Balance Granted / Exercise Balance
Year 2007 1 July 2006 Vested of Options Lapsed 30 June 2007
Directors
JL C Marshall 28,000,000 - - - 28,000,000
BJ Warris 15,000,000 - - - 15,000,000
N K Joyce 13,000,000 - - - 13,000,000
Total 56,000,000 - - - 56,000,000

Empire Oil & Gas NL of the Group including their personally related parties are set out below:

2008 Balance Granted On Net Change Balance
1 July 2007 Exercise Other 30 June 2008
of Options
Ord Ord Ord Ord
Directors
JL C Marshall 8,283,334 - 6,000,000 - 14,283,334
BJ Warris 40,000,000 - - (10,000,000) 30,000,000
N K Joyce 100,000 - 6,500,000 (6,580,769) 19,231
Total 48,383,334 - 12,500,000 (16,580,769) 44,302,565
2007 Balance Granted On Net Change Balance
1 July 2006 Exercise Other 30 June 2007
of Options
Ord Ord Ord Ord
Directors
JL C Marshall 8,283,334 - - - 8,283,334
BJ Warris 40,000,000 - - - 40,000,000
N K Joyce 100,000 - - - 100,000
Total 48,383,334 - - - 48,383,334

(e) Loans to Key Management Personnel

There were no loans to key management personnel during the year.
(f) Other Transactions With Key Management Personnel

There were no other transactions with key management personnel other than as disclosed in section A to D of
the Remuneration Report and note 24.

24. RELATED PARTY DISCLOSURES

(& The Company

The ultimate Parent Entity within the Group is Empire Oil & Gas NL.
(b) Wholly-Owned Group Transactions

Loans

The balance of unsecured, interest free loans provided by Empire Oil & Gas NL to its various wholly owned
subsidiary companies as of the balance date amounts to $20,136,796 (2007: $16,531,387). There were no
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repayments made during the year (2007: Nil). Please refer to note 8 of the Financial Statements for details of
amount owing by individual wholly owned subsidiary companies.

For the year ended 30 June 2008 the Company has made acumulative provision for impairment relating to the
amounts owed by its subsidiary companies of $15,364,808 (2007: $12,670,443). An impairment assessment is
undertaken each financial year by examining the financial position of the subsidiary and the market in which the
subsidiary operates to determine whether there is objective evidence that the subsidiary is impaired. When such
objective evidence exists, the Company recognises an allowance for the impairment loss described as
impairment of loss to controlled entities in the financial statements.

(c) Key Management Personnel

There were no other transactions with key management personnel other than as disclosed in section A to D
of the Remuneration Report and note 23 except for the following balance being recorded in Financial
Statements under Accounts Payable against Demandem Holdings Pty Ltd, a Company associated with Mr
Neil Joyce for the Consulting and Company Secretarial Services and Stanton Partners, a Partnership in
which NK Joyce is a Partner for Accounting and Taxation Services.

Consolidated Parent Entity
2008 2007 2008 2007
$ $ $ $
Demandem Pty Ltd 4,750 4,750 4,750 4,750
Stanton International 27,850 28,265 16,350 17,975
32,600 33,015 21,100 22,725

25. SEGMENT INFORMATION

Description of Segments
The Group’s operations are in the area of oil and gas production and exploration in Australia.

26. FINANCIAL INSTRUMENTS, RISK MANAGEMENT OBJECTIVES AND POLICIES
Financial Risk Management

The Group’s principal financial instruments comprise receivable, payables, bank overdrafts, finance leases, cash
and short term deposits.

The Group manages its exposure to key financial risks including interest rate and currency risk in accordance
with the Groups financial risk management policy. The objective of the policy is to support the delivery of the
Groups financial targets whilst protecting future financial security.

At balance date the Group had the following mix of financial assets and liabilities, only assets exposed to
variable interest rates being the Cash and Cash equivalent and the bank overdrafts. Finance leases being on
fixed interest rate have no financial exposure.

The board reviews and agrees policies for managing each of these risks as summarised below:
() Interest Rate Risk

The Group is exposed to movements in market interest rates on short-term deposits. The policy is to monitor the
interest rate yield curve out to 120 days to ensure a balance is maintained between the liquidity of cash assets
and the interest rate return

(b) Capital Management

Board'’s policy is to maintain a strong capital base so as to maintain investor, creditor and market confidence
and to sustain future development of the business. The Board of Directors monitors the return on capital,
which the consolidated entity defines as net operating income divided by total shareholders’ equity. The
Board of Directors also monitors the level of dividends to ordinary shareholders.
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There were no changes in the Consolidated Entity’s approach to capital management during the year.

Neither the Company nor the Consolidated Entity are subject to externally imposed capital requirements.
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FOR THE YEAR ENDED 30 JUNE 2008

Fixed Interest Rate Maturing in:

Total Carryin Weighted Average
Financial Instruments Floating Interest Rate | 1 year or less Overlto5  Morethan5 Non-interest Amount as ger?he Effect?ve Interest F%ate
years years Bearing Balance Sheet
2008 2007 2008 2007 2008 2007 2008 2007 2008 2007 2008 2007 2008 2007
$ $ $ $ $ $ $ $ $ $ $ $ % %
(i) Financial Assets
Cash 4,225,909 1,944,135 - -| 4,225,900 1,944,135 6.98 55
Trade and Other
Receivables - - 728,757 514,659| 728,527 514,659 - -
Total Financial Assets 4,225,909 1,944,135 728,757 514,659 | 4,954,427 2,458,794
Fixed Interest Rate Maturing in:
. . Floating Interest Over 1to 5years More than 5 Non-Interest Total Carrying Weighted .
Financial Instruments Rate 1 year or less years Bearing Amount as per [Average Effective
the Balance Sheet| Interest Rate
2008 2007 2008 2007 2008 2007 2008 2007 2008 2007 2008 2007 2008 2007
$ $ $ $ $ $ $ $ $ $ $ $ % %
(i) Financial Liabilities
Trade Creditors - - - - - - - -1731,286 252,683| 731,286 252,683 6.98 5.3
Interest bearing liabilities 43,456 52,982 (176,829 152,812 103,148 230,522 - - - -1323,433 436,316 - -
Total Financial Liabilities 43,456 52,982|176,829 152,812 103,148 230,522 - -| 731,286 252,683]1,054,719 688,999
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NOTES TO FINANCIAL STATEMENTS
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Fixed Interest Rate Maturing in:
Total Carryin Weighted Average
Financial Instruments Floating Interest Rate | 1 year or less Overlto5  More than 5 Non-Interest Amount as ger?he Effect?ve Interest F%ate
years years Bearing Balance Sheet
2008 2007 2008 2007 2008 2007 2008 2007 2008 2007 2008 2007 2008 2007
$ $ $ $ $ $ $ $ $ $ $ $ % %
(i) Financial Assets
Cash 3,188,105 1,139,997 - -1 3,188,105 1,139,997 6.98 55
Trade and Other
Receivables - - 77,289 54,904 77,289 54,904 - -
Total Financial Assets 3,188,105 1,139,997 77,289 54,904 | 3,265,394 1,194,901
Fixed Interest Rate Maturing in:
. . Floating Interest Over 1to 5years More than 5 Non-Interest Total Carrying Weighted .
Financial Instruments Rate 1 year or less years Bearing Amount as per [Average Effective
the Balance Sheet| Interest Rate
2008 2007 2008 2007 2008 2007 2008 2007 2008 2007 2008 2007 2008 2007
$ $ $ $ $ $ $ $ $ $ $ $ % %
(i) Financial Liabilities
Trade Creditors - - - - - - -| 49,464  72,934| 49,464 72,934 6.98 5.3
Interest bearing liabilities 33,579 26,071 - - - - - - -] 33,579 26,071 - -
Total Financial Liabilities 33,579 26,071 - - - - -| 49,464 72,934| 83,043 99,005
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26. FINANCIAL INSTRUMENTS, RISK MANAGEMENT OBJECTIVES AND POLICIES
(cont'd)
(b) Net Fair Values

All financial assets and liabilities have been recognised at the balance date at amounts
approximating their carrying value.

(c) Credit Risk Exposures

The Group has no significant concentrations of credit risk. The maximum exposure to credit
risk at balance date is the carrying amount (net of provision of doubtful debts) of those assets
as disclosed in the Balance Sheet and Notes to the Financial Statements.

As the Group presently have no significant debtors, lending, significant stock levels or any
other credit risk, a formal credit risk management policy is not maintained.

(d) Liquidity Risk

The Group currently does not have major funding in place. However the Group continuously
monitors forecast and actual cash flow and the maturity profiles of financial liabilities to
manage its liquidity risk.

(e) Foreign Currency Risk

The Group is exposed to fluctuations in foreign currencies arising from exploration
commitments in currencies other than the group’s measurement currency.

The Crude Oil Sales from the Company’s Rough Range Oil Field is billed and received in US
Dollars however during the year total crude oil sale amount s to $101,618 as the Well Rough
Range 1b has been shut in for maintenance since December 2007. The foreign currency
exposure therefore has been very limited during the year.

The Group has not formalised a foreign currency risk management policy, however it monitors
its foreign currency expenditure in light of exchange rate movements.

(f) Sensitivity Analysis

The following tables summarise the sensitivity of the Group’s financial assets to interest rate
risk. Had the relevant variables, as illustrated in the tables, moved, with all other variables held
constant, post tax loss and equity would have been affected as shown. The analysis has been
performed on the same basis for 2008 and 2007.

Consolidated Entity & Parent Entity Interest Rate Risk Interest Rate Risk
30 June 2008 -1% +1%
Carrying \et Loss Equity Net Equity
Amount $ $ Loss $
$ $

Financial assets
Cash and cash equivalents 4,225,909 (42,259) (42,259) 42,259 42,259

4,225,909 (42,259) (42,259) 42,259 42,259

None of the Group’s financial liabilities are variable interest bearing.
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Consolidated Entity & Parent Entity Interest Rate Risk Interest Rate Risk

30 June 2007 -1% +1%
Carrying \et Loss Equity Net Equity
Amount $ $ Loss $
$ $
Financial assets
Cash and cash equivalents 1,944,135 (19,441) (19,441) 19,441 19,441
1,944,135 (19,441) (19,441) 19,441 19,441

27. SHARE-BASED PAYMENTS

Employees and Consultants Options

The Group provides benefits to employees (including Directors) and consultants of the Group
in the form of share-based payment transactions, whereby employees or consultants render
services in exchange for options to acquire ordinary shares. The exercise price of the options
granted during the year range from 2.5 cent to 3 cents per option. All options granted to
Directors, Employees and Consultants are exercisable at any time from the date of issue until
28 November 2010.

Options granted carry no dividend or voting rights. When exercisable, each option is
convertible into one ordinary share in the capital of The Company with full dividend and voting
rights.

Set out below are summaries of granted options:

2008 2008 2007 2007
$ $
Weighted
Average Weighted
Exercise Average
Number of Price Number of  Exercise price
Options Cents Options Cents
Outstanding at the beginning of the year 65,000,000 1.25 65,000,000 1.25
Granted 75,000,000 2.75 - -
Forfeited - - - -
Exercised (52,500,000) 1.25 - 1.25
Expired - - - -
Outstanding at year-end 87,500,000 2.50 65,000,000 1.25
Exercisable at year-end 87,500,000 2.50 65,000,000 1.25

The weighted average remaining contractual life of share options outstanding at the end of
the period was two years (2007: three), and the exercise prices range from 1 cent and 3 cent.

84



Empire Oil & Gas NL

ABN: 55 063 613 730

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2008

Expenses Arising from Share-Based Payment Transactions

During the Year 75,000,000 options were issued to the following Directors, Staff and

Consultants:

Key Number Tranche Grant date | Expiry date | Exercis | Fair
Management | granted e price | value at
Personnel %) grant
date (%)
JLC Marshall 15,000,000 | A (i) 28 Nov 2007 | 28 Nov 2010 | 0.025 187,500
JLC Marshall 15,000,000 | B (i) 28 Nov 2007 | 28 Nov 2010 | 0.030 180,150
BJ Warris 10,000,000 | A (i) 28 Nov 2007 | 28 Nov 2010 | 0.025 125,000
BJ Warris 10,000,000 | B (i) 28 Nov 2007 | 28 Nov 2010 | 0.030 120,100
NK Joyce 5,000,000 A (i) 28 Nov 2007 | 28 Nov 2010 | 0.025 62,500
NK Joyce 5,000,000 B (i) 28 Nov 2007 | 28 Nov 2010 | 0.030 60,050
Staff & 28 Nov 2007
Consultants 2,500,000 A (i) 28 Nov 2010 | 0.025 31,250
Staff & 28 Nov 2007
Consultants 2,500,000 B (i) 28 Nov 2010 | 0.030 30,025
Staff & 12 Dec 2007
Consultants 5,000,000 A (i) 28 Nov 2010 | 0.025 45,700
Staff & 12 Dec 2007
Consultants 5,000,000 B (ii) 28 Nov 2010 | 0.030 43,650

The options were valued using a Black and Scholes model with the following inputs:

() Fair value per option is $0.0125
(i) Fair value per Option is $0.009

Tranche | Tranche
A B

Grant date share price 0.018 0.018
(%)
Exercise price ($) 0.0250 0.030
Expected volatility 124.00% | 124.00%
Option life (years) 3.00 3.00
Dividend paid Nil Nil
Risk free interest free 6% 6%

The number of Options issued as share based payments during the period totals 75,000,000.

Total expenses arising from share based transactions recognised during the year were as

follows:

Consolidated
2008

$

2007

Parent Entity
2008

$

Options issued to directors, employees and

consultants

$

885,925

$

885,925
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28. JOINT VENTURE

The principal activity of the Joint Ventures is the exploration for oil and gas. Further details on
these activities are discussed in the Directors Report under Review of Operations.

Equity details of Joint Ventures in place as of the balance date are as follows:

Permit Empire

EP389 62.50%

EP426 40.00%

EP432 62.50%

EP416 75.00%

EP430 87.5%

EP440 87.5%

EP454 87.5%

EP435 38.00%

EP412 35.00% with the right to earn a further 45%
interest (Post Farmin 50%)

EP359 33.36%

EP439 30.356%

EP460 22.856%

EP461 30.356%

EP434 20.00%

EP 104 14.80%

R1 14.8%

L98-1 49.00%

EP438 80.00% (Post Famin 20%)

EP448 70.00% (Post Farmin 17.5%)

Joint Venture accounts incorporated in the consolidated financial statements based on above
equities to 30 June 2008 are disclosed as follows:
Consolidated

JV Equity
$
Assets
Cash 37,101
Receivables 505,911
Capitalised Exploration Costs 1,345,826
Total Assets 1,888,838
Liabilities
Creditors (193,842)
Amount payable to Empire Oil & Gas NL and / or its
controlled entities (2,579,125)
Total Liabilities (2,772,967)
Net Assets / Liabilities (884,129
Accumulated Losses (884,129)
29. COMPANY DETAILS

Registered Office of the Company Principal Place of Business
1 Havelock Street, West Perth Suite 7, 154 Hampden Road
Western Australia Nedlands, Western Australia
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Directors’ Declaration
In accordance with a resolution of the Directors of Empire Oil & Gas NL, | state that:
(1) In the opinion of the Directors

(a) the Financial Statements and Notes of the Company and of the Consolidated
Entity are in accordance with the Corporations Act 2001: including:

(i) giving a true and fair view of the Company's and the Consolidated
Entity’s Financial Position as at 30 June 2008 and of their
performance for the year ended on that date; and

(i) comply with Accounting Standards and Corporations Regulations
2001and other mandatory requirements; and

(b) there are reasonable grounds to believe that the Company will be able to pay
its debts as and when they become due and payable and
(c) the Remuneration Disclosure set out on pages 41 to 46 of the Directors’

Report comply with Accounting Standards AASB124 Related Party
Disclosures and the Corporations Regulation 2001

(2) This Declaration has been made after receiving the declarations required to be made
to the Directors in accordance with section 295A of the Corporations Act 2001 for the
Financial Year ended 30 June 2008.

JL Craig Marshall
Managing Director

Perth, 30" day of September 2008
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Additional shareholder information

Additional information required by Australian Securities Exchange and not shown elsewhere
in this Report is as follows. The information is made up to 9 September 2008.

€) 20 Largest Shareholders — Ordinary Shares

The following information is extracted from The Company’s Register of Substantial
Shareholders as at 9 September 2008.

The substantial shareholders pursuant to the provisions of the Corporations Law are as

follows:

Name of Shareholders Ordinary
Shares

Mr Brian Lesleigh Williams & 36,800,000
Mrs Valerie Ruby Dawn Williams
(Williams Superannuation Account)
National Nominees Limited 26,492,300
Citi Corp Nominees Pty td 22,676,122
Dr Bevan Jon Warris 20,250,000
Tyche Investments Pty Ltd 20,000,000
Canberra Nominees Pty Ltd 18,250,000
M B Anderson Nominees Pty Ltd 14,550,000
(MB Anderson Super Fund Account)
Canberra Nominees Pty Ltd 12,000,000
Mr Austin John Murray 11,250,000
Brownward Pty Ltd 10,250,000
Mrs Maureen Adele Warris 10,250,000
Mr Chris Christakos 10,200,000
Mr Richmond Yuan-Rong Hua 10,000,000
Mr Peter Mcloughney 10,000,000
Mr William Douglas Goodfellow 9,788,462
Mr Ross Douglas Shield 8,900,000
Linden-O Ostriches Pty Ltd 8,475,000
Seaville Pty Ltd 8,250,000
Mr Joaquin Eastban 8,000,000
Mr Ben Kurzer & 8,000,000

Mrs Sara Kruzererrill Lynch (Australia)

(b) 20 Largest Option holders

Nil outstanding Listed Options as at the balance date.

Please refer to the Directors’ Report for the details of the non-listed Directors’ and Staff

Options outstanding as of the balance date.

88



Empire Oil & Gas NL
ABN: 55 063 613 730

(b) Distribution of Shareholders as at 9 September 2008

The distribution of ordinary fully paid shares in the Company is as follows:

Shares held Number of Fully Paid

Holders Ordinary Shares
100,001 plus 4,166 2,482,884,106
10,001 to 100,000 4,363 240,815,200
5,001 to 10,000 311 2,793,626
1,001to 5,000 178 667,126
lto 1,000 55 25,227
9,073 2,727,185,285

(d) Directors' Shareholding

The Directors’ interests in the shareholding of The Company (direct and indirect combined) at
12 September 2008 are follows:

Shares Options
BJ Warris 30,000,000 20,000,000
JLC Marshall 14,283,334 36,000,000
NK Joyce 19,231 10,000,000

(e) Taxation

The Company is taxed as a public company.
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EMPIRE OIL & GAS NL
TENEMENT SCHEDULE

As at 12 September 2008
PERTH BASIN
Permit No. Drilling Prospects Permit Holders Equity Programme Status Potential
Held Reserves
EP 389 Gingin West Empire Oil Company (WA) Limited 62.5% 45 km? Gingin West 3D Seismic Survey acquired April- | Gas — 212 BCF
Wharf Resources Plc 25% May 2008. Option well planned 1% half 2009.
Gingin Gasfield ERM Gas Pty Ltd 12.5% Planned 3D Seismic Gas — 150-200 BCF
Eclipse West 3D Seismic planned Gas — 226 BCF
Yeal 2D seismic planned Oil - 25 MMBO
Gingin Brook Gas - 633 BCF
EP 426 Moriary-1 Empire Oil Company (WA) Limited 40% Drilled February 2008
Allied Oil & Gas Plc 25%
ERM Gas Pty Ltd 25% To earn 10% by paying 13.33% of Moriary-1
Black Fire Energy Limited 10%
EP 432 Mullering/Cataby Empire Oil Company (WA) Limited 62.5% 53 km? Mullering 3D Seismic Survey acquired April
Anticlinorium Allied Oil & Gas Plc 25% 2008. Option well planned 1% half 2009. Oil - 5-10 MMBO
ERM Gas Pty Ltd 12.5%
EP 416 Wellesley Empire Oil Company (WA) Limited 75% 50 km 2D Seismic Survey acquired March-April, 2008 Gas - 150 BCF
Allied Oil & Gas Plc 20% Option well planned 1% half 2009.
ERM Gas Pty Ltd 5%
EP 430 Empire Oil Company (WA) Limited 87.5% Seismic reprocessing and interpretation
ERM Gas Pty Ltd 12.5%
EP 440 Yeal/Cataby Oil Trend Empire Oil & Gas N.L. 87.5% Seismic reprocessing and interpretation
ERM Gas Pty Ltd 12.5%
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EP 454 Northern Dandaragan Empire Oil Company (WA) Limited 87.5% Seismic reprocessing and interpretation
Trough ERM Gas Pty Ltd 12.5%
CARNARVON BASIN
Permit No. Drilling Prospects Permit Holders Equity Programme Status Potential
Held Reserves
EP 435 Rainbow-1 Rough Range Qil Pty Ltd 38% Planned 4™Q 2008 if Bee-Eater-1 successful. QOil -3 MMBO
Phoenix Resources Plc 25%
Australian Oil Company Limited 17%
Bounty Oil & Gas N.L. 10%
Black Fire Energy Limited 10%
EP 412 Thornbill-1 Rough Range Oil Pty Ltd 35% Empire has right to go to 80% by drilling one well Gas - 50 BCF
Sandalwood Prospect Bounty Oil & Gas N.L. 65%
Jurassica Oil & Gas Paying $120,000 to earn 6%
EP 359 Bee-Eater Prospect Rough Range Qil Pty Ltd 33.36% Bee-Eater-1 planned 4™Q 2008. Qil - 4.7 MMBO
Paterson East Lansvale Oil & Gas Pty Ltd 63.30%
Nabalgee Prospect Pace Petroleum Pty Ltd 3.34%
EP 444 Amethyst Rough Range Oil Pty Ltd 100% New farminees to pay 100% of costs of drilling two Qil - 17 MMBO
Opal wells to earn 50% Qil - 12 MMBO
Topaz South
EP 439 and Lake MacLeod Prospect Rough Range Qil Pty Ltd 30.356% Farmed out to Jurassica Oil & Gas Plc to earn 35% Qil - 30 MMBO
EP 461 Longreach Oil Limited 9.352% Farmed out to Black Fire Energy to earn 7.5%
(previously Indigo Oil Pty Ltd 4.676% Farmed out to DVM International to earn 10%
EP 6/06-7) Falcore Pty Ltd 2.596%
Vigilant Oil Pty Ltd 0.52% Lake Macleod-1 planned to be drilled September-
Jurassica Oil & Gas Plc 35.00% October 2008
DVM International Limited 10.00%
Black Fire Energy Limited 7.50%
EP 460 Star Finch-1 Rough Range Qil Pty Ltd 22.856% Farmed out to Jurassica Qil & Gas Plc to earn 40%
(previously Longreach Oil Limited 9.352% Farmed out to DVM International to earn 20%
EP 5/06-7) Indigo Oil Pty Ltd 4.676%
Falcore Pty Ltd 2.596% Star Finch-1 drilled June-July, 2008
Vigilant Oil Pty Ltd 0.52%
Jurassica Oil & Gas Plc 40.00%
DVM International Limited 20.00%
EP 434 Rough Range Qil Pty Ltd 20.00% No activity
Lansvale Oil & Gas Pty Ltd 70.00%
Pace Petroleum Pty Ltd 10.00%
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EP 10/06-7 Rough Range Oil Pty Ltd 100% Application granted subject to Native Title agreement
Two SPA Rough Range Oil Pty Ltd 100.0% One north of EP 439 and one south of EP 460
applications Applications being processed by government
Applications held in trust for EP-439, EP-460 and
EP-461 joint ventures. Equities to be determined.
CANNING BASIN
Permit No. Drilling Permit Holders Equity Programme Status Potential Reserves
Prospects Held
EP 104/R1 Stokes Bay-1 Gulliver Productions Pty Ltd 14.8% Stokes Bay-1 drilled 4thQ 2007 and encountered Gas
Indigo Oil Pty Ltd 5.5% two sands with good shows in lower Anderson. Lower Anderson: 20 BCF
First Australian Resources Limited 8.0% The well was deepened to 2777m and lost Nullara: 200 BCF
Buru Energy Limited. 37.95% circulation prevented testing. The well was Oil
Pancontinental Oil & Gas N.L. 11.0% completed and will be tested during October 2008. Lower Anderson: 2.5
Emerald Gas Limited 12.75% MMBO
Phoenix Resources Plc 10.0% Nullara: 10 MMBO
L98-1 West Kora Gulliver Productions Pty Ltd 49% Completed oil well. Put on pump upon Stokes Oil - 50-100 MBO
Workover Indigo Oil Pty Ltd 8% Bay-1 success.
First Australian Resources Limited 12% Buru Energy, Emerald Gas and Phoenix
Buru Energy Limited 19% Resources have the option to earn interests in
Pancontinental Oil & Gas N.L. 12% L98-1 via farmin agreements with Gulliver and
Indigo.
EP 438 Hedonia Prospect Gulliver Productions Pty Ltd 80% Aeromagnetic survey completed. Seismic Oil -5 MMBO
Goldwyer Prospect Indigo Oil Pty Limited 20% reprocessing in progress. ARC Energy (now Buru
Energy) has exercised its option to earn 75%
Gulliver acquired Maneroo interest
EP 448 No prospects yet Gulliver Productions Pty Ltd 70.5% Aeromagnetic survey completed. Seismic
defined Indigo Qil Pty Limited 20% reprocessing in progress. ARC Energy (now Buru
Uranium Oil & Gas Limited 10% Energy) has exercised its option to earn 75%
Gulliver acquired Maneroo interest
Legend: BCF Billion Cubic Feet

MMBO Million Barrels of Qil

MBO

Thousand Barrels of Oil

TCF Trillion Cubic Feet
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ABN 55 063 613 730

NOTICE OF ANNUAL GENERAL MEETING

EXPLANATORY MEMORANDUM

PROXY FORM

THIS DOCUMENT SHOULD BE READ IN ITS ENTIRETY. IF AFTER READING THIS NOTICE OF MEETING,

YOU HAVE ANY QUESTIONS OR DOUBTS AS TO HOW YOU SHOULD VOTE, YOU SHOULD CONTACT

YOUR STOCKBROKER, SOLICITOR, ACCOUNTANT OR PROFESSIONAL ADVISER.
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NOTICE OF ANNUAL

GENERAL MEETING

NOTICE IS HEREBY GIVEN THAT THE 2008
ANNUAL GENERAL MEETING OF
SHAREHOLDERS OF

EMPIRE OIL & GAS NL

WILL BE HELD AT

THE UNIVERSITY CLUB

UNIVERSITY OF WESTERN AUSTRALIA

35 STIRLING HIGHWAY

CRAWLEY

WESTERN AUSTRALIA

(ENTER VIA HACKETT DRIVE, ENTRANCE NO.1,

CARPARK 3)

ON WEDNESDAY
26 NOVEMBER 2008

AT 10.00 AM



NOTICE OF ANNUAL GENERAL MEETING
AND EXPLANATORY NOTES

AGENDA

ORDINARY BUSINESS:

1 FINANCIAL STATEMENTS AND REPORTS
FOR 2008

To receive and consider the Annual Financial
Statements (including the Directors’ Declaration) and
reports of the Directors and Auditors for the financial
year ended 30 June 2008.

TO CONSIDER AND IF THOUGHT FIT TO PASS
WITH OR WITHOUT AMENDMENTS THE
FOLLOWING RESOLUTIONS AS ORDINARY
RESOLUTIONS.

2 ORDINARY RESOLUTION - ADOPTION OF
REMUNERATION REPORT

"That for all purposes, Shareholders adopt the
Remuneration Report set out in the Directors’ Report
for the year ended 30 June 2008’

Please note that the vote on this resolution is advisory
only, and does not bind the Directors or

the Company.

3 ORDINARY RESOLUTION - RE-ELECTION OF
DIRECTOR

"That Mr N K Joyce being a Director of the Company
retires in accordance with rule 74.2 of the Company's
Constitution and being eligible for re-election is

hereby re-elected as a Director of the Company.’

4 RATIFICATION OF ISSUE OF SHARES ON
29 AUGUST 2008

"That pursuant to and in accordance with Listing Rule
7.4 of the Listing Rules of the ASX, the Shareholders
approve and ratify the prior issue and allotment by
the Company of 85 million ordinary shares ranking
pari passu with the Company’s existing shares, on or
about 29 August 2008 at an issue price of $0.0135
(1.35 cents) per share to the investors listed in [tem 4

of the Explanatory Memorandum.’
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VOTING EXCLUSION STATEMENT

The Company will disregard any votes cast on this
resolution by:

« the persons listed in Ordinary Resolution 4 of the
Explanatory Memorandum; and

- any associate of that person or those persons.
However, the Company need not disregard a vote if:
. it is cast by person as proxy for a person who is
entitled to vote, in accordance with the directions on
the proxy form; or

. it is cast by the person chairing the meeting as
proxy for a person who is entitled to vote, in
accordance with a direction on the proxy form to

vote as the proxy decides.

‘SNAP-SHOT' TIME

The Corporations Act permits the Company to
specify a time, not more than 48 hours before the
meeting, at which a ‘snap shot' of Shareholders will be
taken for the purposes of determining Shareholder

entitlement to vote at the meeting.

The Company's Directors have determined that all
shares of the Company that are quoted on ASX at
5.00 pm WST Monday 24 November 2008 shall for
the purposes of determining voting entitlements at
the Annual General Meeting, be taken to be held by
the persons registered as holding the shares at that

time.

PROXIES

Please note that:

(a) A member of the Company entitled to attend and
vote at the Annual General Meeting is entitled to
appoint a proxy;

(b) A proxy need not be a member of the Company;
and

(c) A member of the Company entitled to cast two or
more votes is appointed to exercise , but where the
proportions is not specified each proxy may exercise
half of the votes.
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NOTICE OF ANNUAL GENERAL MEETING
AND EXPLANATORY NOTES

The enclosed proxy form provides further details on EXPLANATORY MEMORANDUM

appointing proxies and lodging proxy forms, RELATING TO THE RESOLUTIONS
TO BE PUT TO THE
By order of the Board SHAREHOLDERS OF THE

COMPANY AT ITS ANNUAL
GENERAL MEETING TO BE HELD
ON 26 NOVEMBER 2008 AT
10.00 AM

This Explanatory Memorandum has been prepared for

NK Joyce the information of the Company Shareholders in

Company Secretary
Empire Oil & Gas NL
29 September 2008

relation to the business to be conducted at the
Company's Annual General Meeting to be held at The
University Club, The University of Western Australia,
Crawley, Western Australia on 26 November 2008

commencing at 10.00 am.

This Explanatory Memorandum has been prepared for
the information of Shareholders in relation to the
business to be conducted at the Company's 2008
Annual General Meeting.

The purpose of this Explanatory Memorandum is to
provide Shareholders with all information known to
the Company which is material to a decision on how
to vote on the resolutions in the accompanying
Notice of Annual General Meeting. This Explanatory
Statement is to be read in conjunction with the

Notice of Annual General Meeting.
DEFINITIONS

In this Explanatory Memorandum, the following

terms have the following meanings:

'ASX' means Australian Securities Exchange Limited;
'‘Board’ means the directors of the Company;
‘Company’ means Empire Oil & Gas NL (ABN 55 063
613 730);

‘Directors’ means each of Mr ] L Craig Marshall, Dr
Bevan Warris and Mr Neil Joyce;

'Listing Rules’ mean the Listing Rules of the ASX;
‘Meeting’ means the meeting of Shareholders
convened by the Notice;

'‘Notice' means the notice of meeting dated the 29th
of September 2008 to which this Explanatory
Memorandum is attached;

‘Share’ means a fully paid ordinary share in the
Company; and

‘Shareholder’ means a person registered in the

Company's register as the holder of a Share.
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FINANCIAL STATEMENTS AND REPORTS FOR 2008

The Annual Financial Report, Directors' Report and
Auditor’s Report for the Company for the year ending
30 June 2008 will be laid before the meeting.

There is no requirement for Shareholders to approve
these reports. However, the Chairman will allow a
reasonable opportunity for Shareholders to ask
questions or make comments about those reports and
the management of the Company. Shareholders will
also be given a reasonable opportunity to ask the
auditor questions about the conduct of the audit and

the preparation and content of the Auditor's Report.

In additions to taking questions at the meeting,
written questions may be submitted to the Chairman
about the management of the Company, or to the

Company's Auditor about:

« The preparation and content of the Auditor’s Report
« The conduct of the audit

« Accounting policies adopted by the Company in
relation to the preparation of the financial statements;
and

« The independence of the auditor in relation to the

conduct of the audit,

no later than 5 days before the meeting date to:
N K Joyce
Company Secretary

Suite 7, 154 Hampden Road,
Nedlands WA 6009

Or email or fax to the Company offices on:

email address: info@empireoil.com.au

Fax number: 08 9386 6812
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ORDINARY RESOLUTION 2: ADOPTION OF
REMUNERATION REPORT

Section 298 of the Corporations Act requires that the
Annual Directors' Report contain a Remuneration
Report prepared in accordance with Section 300A of
the Corporations Act.

The Remuneration Report of the Company for the
financial year ending 30 June 2008 is set out in the
Directors’' Report on pages 41 to 46 of the Company’s
remuneration arrangement for the Directors and

seniors executives of the Company.

Section 250R(2) of the Corporations Act requires
companies to put a resolution to their members that
the Remuneration Report be adopted. Pursuant to
section 250R(3), the vote on this resolution is
advisory only and does not bind the Board or the
Company.

A reasonable opportunity will be given for the
discussion of the Remuneration Report at the

meeting.

ORDINARY RESOLUTION 3 - RE-ELECTION OF
DIRECTOR

In accordance with Listing Rule 14.4 and the
Company's Constitution, at every Annual General
Meeting, one third of the Directors for the time being
must retire from Office and are eligible for re-
election. The Directors to retire are to be those who
have been in office for 3 years since their
appointment or last re-appointment or who have been
the longest in office since their appointment or last
re-appointment or, if the Directors have been in

office for an equal length of time, by agreement.

Resolution 4 seeks approval for the re-election of Mr
N K Joyce as Director of the Company with effect

from the end of the meeting.
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ORDINARY RESOLUTION 4 - RATIFICATION OF
ISSUE OF SHARES ON 29 AUGUST 2008

On 29 August the Company allotted and issued
85,000,000 ordinary shares in Empire at a price of
$0.0135 (1.35 cents) to the following investors (none
of whom are Related Parties of the Company),
pursuant to Section 708(8) (c) of the Corporation Act
2001 to raise $1,147,500. The per share Investors are:

Applicant New Shares
I Mr Stephen John Miller 1,200,000
2 RF Management Pty Ltd <Super Fund A/C> 1,500,000
3 Mr Richard King & Mrs Diane King 2,000,000
<King Super Fund A/C>
4 Greenbak Pty Ltd <Green Family A/C> 2,500,000
5 Winphil Pty Ltd 3,000,000
6  Mr Matthew Matthews 2,000,000
7 Mallum Trading Pty Ltd 2,000,000
8  Leymar International Pty Ltd 3,000,000
9  Mr Michael Hughes & Mrs Prudence Hughes 2,500,000
<The Hughesy Super Fund A/C>
10 DS Sharp Pty Ltd <Sharp Family A/C> 800,000
11 Bonarc Pty Ltd 12,000,000
12 Mr Ying Wang 3,000,000
13 Mr Pasquale Parrottino 4,000,000
14 Mr Mark Stollery 3,000,000
15 Mr Gary Forrester & Mrs Belinda Forrester 3,000,000
16 Mr Lawrence Angelo Buono 11,000,000
17 Mrs Jeanette Green 2,500,000
18  Mr Philip Lumb & Mrs Beverley Lumb 2,000,000
<Lumb Family Super Fund A/C>
19 Ravenhill Investmentes Pty Ltd 3,000,000
<House of Equity A/C>
20 Biset Holdings Pty Ltd 3,000,000
<Kelf & Tactum Super Fund A/C>
21 Mr Stephen Brett Peruch & 3,500,000
Mrs Sharon Sylvia Peruch
22 Mr Leo Rufus & Mrs Denise Rufus 2,000,000
<The Fox Super Fund A/C>
23 Mr Nicholas Koreneff & Mrs Linda Koreneff 3,000,000
24 Amazing Grace Holdings Pty Ltd 3,000,000
<The GMR Family A/C>
25 Ms Angela Hayward 2,000,000
26 Saberline Pty Ltd <JPR Investment A/C> 2,000,000
27 Pareto Nominees Pty Ltd <The Damelle A/C> 2,500,000
Total 85,000,000

97

The funds raised were used for administration and
working capital expenses, additional exploration
expenditure and capital raising expenses. The shares
issued were fully paid ordinary shares in the capital of

Empire ranking parri passu with all existing shares.

Resolution 3 seeks ratification of the issue of these
securities pursuant to Listing Rule 7.4 of the ASX for
the purpose of effectively reinstating the maximum
limit under the Listing Rules of the ASX on the
number of securities that the Company may issue in

any 12 month period without shareholder approval.

The issue of Securities in Resolution 3 did not breach
Listing Rule 7.1 being the maximum limit of Securities
the Company was permitted to issue without the

Shareholders approval.
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HOW TO COMPLETE THE PROXY FORM

1. YOUR NAME AND ADDRESS

This is your name and address as it appears on the
Share Register of Empire Oil & Gas NL. If this
information is incorrect, please mark the box and
make the correction on the form. Security holders
sponsored by a broker should advise their broker of
any changes. Please note, you cannot change

ownership of your securities using this form.
2. APPOINTMENT OF A PROXY

If you wish to appoint the Chairman of the Meeting
as your proxy, mark the box. If the person you wish to
appoint as your proxy is someone other than the
Chairman of the Meeting, please write the name of
that person. If you leave this section blank, or your
named proxy does not attend the meeting, the
Chairman of the Meeting will be your proxy and vote
on your behalf. A proxy need not be a security holder
of Empire Oil & Gas NL.

3. VOTES ON ITEMS OF BUSINESS

You may direct your proxy how to vote by placing a
mark in one of the three boxes opposite each item of
business. All your securities will be voted in
accordance with such a direction unless you indicate
only a portion of voting rights are to be voted on any
item by inserting the percentage or number of
securities you wish to vote in the appropriate box or
boxes. If you do not mark any of the boxes on a given
item, your proxy will vote as he or she chooses. If you
mark more than one box on an item your vote on that

item will be invalid.
4. APPOINTMENT OF A SECOND PROXY

If you wish to appoint a second proxy, an additional
Proxy Form may be obtained by telephoning the
Share Registry of Empire Oil & Gas NL or you may

copy this form.
To appoint a second proxy you must:

. indicate you wish to appoint a second proxy by
marking the box.

« on each of the first Proxy Form and the second
Proxy Form state the percentage of your voting rights
or number of securities applicable to that form.

« return both forms together in the same envelope.
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5. AUTHORISED SIGNATURE(S)

You must sign this form as follows in the spaces

provided:

Joint Holding - where the holding is in more than one
name, all of the securityholders must sign.

Power of Attorney - to sign under Power of Attorney,
you must have already lodged this document with the
registry. If you have not previously lodged this
document for notation, please attach a certified
photocopy of the Power of Attorney to this form
when you return it.

Companies - where the Company has a Sole Director
who is also the Sole Company Secretary, this form
must be signed by that person. If the company
(pursuant to section 204A of the Corporations Act
2001) does not have a Company Secretary, a Sole
Director can also sign alone. Otherwise this form
must be signed by a Director jointly with either
another Director or a Company Secretary. Please
indicate the office held by signing in the

appropriate place.

If a representative of the corporation is to attend the
meeting the appropriate ‘Certificate of Appointment
of Corporate Representative’ should be produced
prior to admission. A form of the certificate may be
obtained from the Share Registry of Empire

Oil & Gas NL.

LODGEMENT OF A PROXY

This Proxy Form (and any Power of Attorney under
which it is signed) must be received not later than 48
hours before the commencement of the meeting. Any
Proxy Form received after that time will not be valid
for the schedule meeting.

Documents are to be lodged by posting or faxing to:
Empire Oil & Gas N.L.

Suite 7, 154 Hampden Street
Nedlands

Western Australia

6009

Telephone 08 6389 2687
Facsimile 08 9386 6812

email info@empireoil.com.au
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ABN 55 063 613 730
TELEPHONE 08 6389 2687
FACSIMILE 08 9386 6812

PROXY FORM
APPOINTMENT OF PROXY
I/We.... ...(name of sharebolder)

OF (address)
being a shareholder of Empire Oil & Gas NL are entitled to attend and vote hereby appoint

D The Chairman of the Meeting (mark box with an 'X') OR..............................
(Write bere the name of the person you are appointing if this person is someone other than the Chairman of the Meeting)

Or failing the person named, or if no person is named, the Chairman of the Meeting, as my/our proxy and to vote in
accordance with the following directions (or if no directions have been given, as the proxy sees fit) at the Annual
General Meeting of Empire Oil & Gas NL to be held at The University Club, University of Western Australia,

35 Stirling Highway, Crawley WA 6009 on Wednesday 26 November 2008 and at any adjournment of that meeting.

IMPORTANT
[f the Chairman of the Meeting is to be your proxy and you do not wish to direct your proxy how to vote on the
following items below, please place a mark in this box

D By marking this box, you acknowledge that the Chairman may exercise your proxy even if he has an interest in
the outcome of that item and that votes cast by him, other than as proxy holder, would be disregarded because of
that interest. If you do not mark this box, the Chairman will not cast your votes on that Item and your votes will not
be counted in computing the required majority if a poll is called on this Item. The Chairman intends to vote
undirected proxies in favour of that item.

VOTING DIRECTIONS TO YOUR PROXY - PLEASE MARK ‘X’ TO INDICATE YOUR DIRECTIONS

FOR AGAINST ABSTAIN™
1 ADOPTION OF REMUNERATION REPORT D D D
2 APPOINTMENT OF THE AUDITOR D D D
3 RE-ELECTION OF MR N K JOYCE D D D
[] []

4 RATIFICATION OF THE ISSUE OF 85,000,000 NEW SHARES AT AN ISSUE PRICE D
OF $0.0135 (1.35 CENTS) EACH. ISSUED PURSUANT TO SECTION 708 (8) (C)
OF THE CORPORATIONS ACT 2001 ON 29 AUGUST 2008.

* If you mark the Abstain box for a particular item, you are directing your proxy not to vote on your behalf on a show
of hands or on a poll, or if your voting entitlement cannot be voted by the Chairman of the Meeting, your votes will

not be counted in computing the required majority on a poll.
APPOINTING A SECOND PROXY

D [/We wish to appoint a second proxy (Mark with an ‘X" if you wish to appoint a second proxy).
AND.......... % OR....ooooi (State the percentage of your voting rights or the

number of securities for this Proxy Form)

PLEASE SIGN IN THE APPROPRIATE SPACE This section must be signed in accordance with the instructions over-

leaf to enable your directions to be implemented.

Security holder 1 (Individual)  Joint Security holder 2 (Individual) Joint Security holder 3 (Individual)

Individual/Sole Director and Director/Company Secretary Director

Sole Company Secretary (Delete One)

Contact

NI





