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14. Investments 16. Exploration and evaluation expenditure
( ) 4 )
Consolidated Company
2008 2007 2008 2007 Consolidated Company
AUD AUD AUD AUD 2008 2007 2008 2007
AUD AUD AUD AUD
Investments in controlled entities - at cost = - 7,450,193 7,450,193
Livingstone Energy Inc Exploration expenditure 6,437,035 12,110,670 - -
Solimar Australia Energy Pty Ltd 6,437,035 12,110,670 = =
. . Al JaBtles (a) Reconciliation of movement in exploration expenditure
k J/ Balance at the beginning of the period 12,110,670 - - -
Additions 1,835,390 1,905,332 = =
Additions - Equity Settled - 2,316,318 - -
15. Property, Plant and Equipment Acquired through Acquisition = 8,440,251 = =
Transfer to Development assets (278,478) - - -
( \ Impairment (5,818,908) (551,231) - -
Consolidated Company Impact of FX movements (1,411,639) = = =
2008 2007 2008 2007 Balance at the end of the period 6,437,035 12,110,670 = =
AUD AUD AUD AUD Carrying amounts
Plant & equipment at cost 59,414 - 6,030 - Balance at the beginning of the period 12,110,670 = = =
Less: Accumulated depreciation (942) - (942) - Balance at the end of the period 6,437,035 12,110,670 = =
58,472 - 5,088 - - , , : :
The recoverability of the carrying amounts of exploration and evaluation assets is dependent on the successful development and
(a) Reconciliation of movement in property, plant and equipment commercial exploitation or sale of the respective area of interest. During the course of the financial year $5,818,908 in exploration
Balance at the beginning of the Period . . . . prendlture was impaired (2007: $551,231). y
Additions 59,414 - 6,030 -
Depreciation (942) = (942) =
Balance at the end of the Period 58,472 - 5,088 -
Carrying Amounts
Balance at the beginning of the Period = = = =
Balance at the end of the Period 58,472 - 5,088 -
G ,
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17. Development assets 19. Borrowings
é ) e : ~\
Consolidated Company Gelellealss Company
2008 2007 2008 2007 2008 2007 2008 2007
AUD AUD AUD AUD AUD AUD AUD AUD
Development assets 278,478 - - - Borrowings - Current = 655,110 = 655,110
278,478 - - - - Non Current - - 4,763,514 -
(a) Reconciliation of movement in development assets . ges 1 LA el
Balance at the beginning of the period - - - - The Company borrowed funds from its Australian subsidiary at the beginning of the financial year. The loan is non-interest bearing
Additions -~ . . - and repayable on demand subject to the availability of cash in the Company. The loan is classified as non current as the Australian
Transfers from exploration and evaluation 278,478 . - - Qubsidiary does not have a current intent to demand repayment. )
Depreciation - - - -
Impairment - - - -
Other amounts expensed during year - - - -
Balance at the end of the period 278,478 - - - 20. Provisions
Carrying amounts
Balance at the beginning of the period - - - - 4 \
Balance at the end of the period 278,478 - - - Consolidated Company
2008 2007 2008 2007
G ,
AUD AUD AUD AUD
Provision for income tax
Balance at the commencement of the period 5,980 - 6,364 6,364
18. Trade and other payables Provision made during the period = (384) = =
Provision from acquisition - 6,364 - -
4 ) Provision reversed during the period (5,980) - (6,364) -
Consolidated Company Balance at 30 June - 5,980 : 6,364
2008 2007 2008 2007 k )
AUD AUD AUD AUD
Trade Payables 449,033 459,530 108,027 459,147
Other payables and accrued expenses 317,184 31,869 317,184 31,869
766,217 491,399 425,211 491,016
\_ Trade and other payables are non-interest bearing liabilities stated at amortised cost and settled within 30 days. )
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21. Contributed equity 22. Reserves
( Number of securities Value in AUD ) é Consolidated Company )
Shares on issue: AUD AUD AUD AUD
Ordinary shares 1 62,666,661 1 62,666,661 VAN 6,666 17,11 6,666 Share based payments 1 93,060 > 227'095 34[035
Share Issue costs . . (13,372) (13,372) Foreign Currency Translation Reserve (1,488,358) (71,286) - -
162,666,661 162,666,661 17,103,294 17,103,294 Option Premium Reserve > > 1,329,520 1,329,520
(1,295,298) (71,286) 1,556,615 1,363,555
Company Entity Reconciliation of movement in reserves
Movement in share capital for the year ended 30 June 2007 Share-based payments reserve
Balance at the beginning of period - - 34,035 27,075
2007 Ordinary shares Number of shares Issue price AUD Equity settled share-based payment transactions 193,060 = 193,060 6,960
1 July 2006 Opening balance 56,000,001 9,503,390 Balance at 30 June 193,060 - 227,095 34,035
11 July 2006 Allotment of shares 10,000,000 $0.360 3,600,000 Forei :
oreign currency translation reserve
29 June 2007 Issue of fully paid shares for acquisition of Solimar 96,666,660 $0.068 6,600,000 el e e ed (71,286) . . .
30 June 2007 Closing balance 162,666,661 19,703,390 . . :
Effect of translation of foreign currency operations to group
Less: presentation currency (1,417,072) (71,286) - -
Share issue costs (160,950) Balance at 30 June (1,488,358) (71,286) - -
19,542,440 Option Premium reserve
Balance at the beginning of period - - 1,329,520 479,520
Company Entity Issue of Options relating to Acquisition - - - 850,000
Movement in share capital for the year ended 30 June 2008 Balance at 30 June - - 1,329,520 1,329,520
(1,295,298) (71,286) 1,556,615 1,363,555
2008 Ordinary shares Number of shares Issue price AUD
1 July 2007 Opening balance 162,666,661 19,542,440
30 June 2008 Closing balance 162,666,661 19,542,440 Share based payments reserve
The reserve represents the value of options and shares issued under the compensation arrangement that the Group is required to
There is a difference between the contributed equity of the Company and that of the Group as a result of accounting for the reverse include in the consolidated financial statements. This reserve will be reversed against share capital when the underlying options
acquisition which occurred in the 2007 financial year. Per AASB 3‘Business Combinations, Solimar Australia Energy Proprietary Limited vest and are exercised by the employee or consultant.
was deemed to acquire Livingstone Petroleum Limited (now known as Solimar Energy Limited) which was shown at fair value in the T lati
consolidated balance sheet. L I S
: - - . : : : . The translation reserve comprises all foreign exchange differences arising from the translation of the financial statements of foreign
From the perspective of the Company, Livingstone Petroleum Limited acquired all the shares in Solimar Australia Energy Proprietary : . : 0 : : .
- : : ”' : : : operations where their functional currency is different to the presentation currency of the reporting entity, as well as from the
Limited as the legal parent. This transaction was accounted for at the cost of the acquisition per the issue of shares to Solimar Australia . o lFs p : . : o
. _, translation of liabilities that hedge the Company’s net investment in a foreign subsidiary.
Gnergy Proprietary Limited. Yy
Option Premium reserve
The reserve represents the value of options issued that the Company is required to include in the consolidated financial statements.
This reserve will be reversed against share capital when the underlying options vest and are exercised.
J
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23. Accumulated losses

é )
Consolidated Company

2008 2007 2008 2007
AUD AUD AUD AUD
Balance at beginning of financial year (1,084,376) (177,366) (6,005,996) (1,260,927)
Net loss attributable to equity holders (6,715,547) (907,010) (7,084,986) (4,745,069)
(7,799,923) (1,084,376) (13,090,982) (6,005,996)

G ,

24. Financial instruments

Exposure to credit risk

The carrying amount of the Group's financial assets represents the maximum credit exposure. The Group's maximum exposure to credit risk at
the reporting date was:

Consolidated Company
Carrying amount Carrying amount
2008 2007 2008 2007
Cash and cash equivalents 1,525,280 4,818,720 1,311,255 19,440
Trade and other receivables 382,600 145,389 4,403,049 8,557,514

The Group's maximum exposure to credit risk for trade receivables at the reporting date by geographic region was:
Carrying amount
2008 2007
United States 27,167 -

The Group's maximum exposure to credit risk for trade receivables at the reporting date by type of customer was:
Carrying amount
2008 2007
Wholesale customers 27,167 -

The Company’s maximum exposure to credit risk for receivables at the reporting date by geographic region was $4,403,049 (2007: $8,557,514)
with the United States. All receivables are with subsidiaries or relate to prepayments and GST.

Past Due

None of the Company's receivables are past due (2007 Nil) and no impairment allowance is necessary. All trade receivables at this time are
with one customer.

The ageing of the Group's trade receivables at the reporting date was:

((a) Credit Risk \

24. Financial Instruments (continued)

2008 2007
Gross Impairment Gross Impairment
Not past due (0-30 days) 27,167 - - -
27,167
G J

Solimar Annual Report 2008

((b) Liquidity Risk )
The following are the contractual maturities of financial liabilities, including estimated interest payments and excluding the impact
of netting agreements.
Consolidated
30 June 2008
Girying amount Contractual 6 months 6-12 12+
Cashflows or less months months
Non-derivative financial liabilities
Trade and other payables 449,033 449,033 449,033 - -
Consolidated
30June 2007
T Contractual 6 months 6-12 12+
Cashflows or less months months
Non-derivative financial liabilities
Trade and other payables 459,147 459,147 459,147 - -
Borrowings 655,110 655,110 655,110 - -
Company
30 June 2008
e T T Contractual 6 months 6-12 12+
Cashflows or less months months
Non-derivative financial liabilities
Trade and other payables 108,027 108,027 108,027 - -
Loans from subsidiaries * 4,763,514 4,763,514 - - 4,763,514
4,871,542 4,871,542 108,027 = 4,763,514
Company
30 June 2007
T Contractual 6 months 6-12 12+
Cashflows or less months months
Non-derivative financial liabilities
Trade and other payables 459,530 459,530 459,530 - -
Borrowings 655,110 655,110 655,110 = =
1,114,640 1,114,640 1,114,640 = =
*The loans from subsidiaries relates to debt with no fixed repayment terms and no interest payable. D
52

Solimar Annual Report 2008




,,u'!' .
\
e / 1
! ¥ -
FINANCIAL STATEMENTS (Contd)
24. Financial Instruments (continued)
(c) Currency Risk ) 24. Financial Instruments (continued)
Exposure to currency risk e \
. . . : . (d) FairValues
The Group's exposure to foreign currency risk at balance date was as follows, based on notional amounts:
2008 2007 Fair veTIues versus carryhlng amounts - : : :
AUD USD AUD USD The fair values of financial assets and liabilities, together with the carrying amounts shown in the balance sheet, are as follows:
Cash and cash equivalents 21,304 20,507 139 118 il 2
Tradelpayables . . (169,590) (143,031) Consolidated Carrying Amount Fair Value Carrying Amount Fair Value
Cash and cash equivalents 1,525,280 1,525,280 4,818,720 4,818,720
The Company's exposure to foreign currency risk was as follows, based on notional amounts: Loans and receivables 382,601 382,601 145,389 145,389
2008 2007 Trade and other payables (449,033) (449,033) (459,530) (459,530)
AUD usb AUD usb Borrowings - - (655,110) (655,110)
Cash and cash equivalents 21,304 20,507 139 118 1,458,848 1,458,848 3,849,469 3,849,469
Loans and receivables 4,403,049 4,238,375 8,557,514 7,262,762
Trade payables - - (169,590) (143,931)
The following significant exchange rates applied during the year: 2008 2007
Average Rate Spot Rate at Report Date Company Carrying Amount Fair Value Carrying Amount Fair Value
2008 2007 2008 2007 Cash and cash equivalents 1,311,255 1,311,255 19,440 19,440
AUD 0.8968 0.7859 0.9626 0.8487 Loans and receivables 4,403,049 4,403,049 8,557,514 8,557,514
UsD 1.1151 1.2724 1.0389 1.1783 Trade and other payables (108,027) (108,027) (459,147) (459,147)
Borrowings (4,763,514) (4,763,514) (655,110) (655,110)
Sensitivity Analysis 842,763 842,763 7,462,697 7,462,697
A 10% weakening of the Australian dollar (AUD) against the US dollar (USD) at 30 June would have increased (decreased) equity and profit : - - .
or loss by the amounts shown below. This analysis assumes that all other variables, such as interest rates, remain constant. The analysis is \ _The basis for determining fair values is disclosed in note 4. Y,
performed on the same basis for 2007.
Consolidated Company
Equity Net Income Equity Net Income
2008 25. Capital and other commitments
usD = 2,367 = 491,595
2007 ( \
UsD 0 (18,828) - 932,007 Consolidated Company
2 2007 p 2007
A 10% strengthening of the Australian dollar (AUD) against the US dollar (USD) at 30 June would have increased (decreased) equity and profit Ll L Ll L
or loss by the amounts shown below. This analysis assumes that all other variables, such as interest rates, remain constant. The analysis is AUD AUD AUD AUD
performed on the same basis for 2007. Capital Expenditure commitments
Consolidated Company Exploration expenditure within one year 935,000 900,000 - -
Equity Net Income Equity Net Income 935,000 900,000 . -
2008
USD . (1.937) . (402,214) Lease commitments
2007 Rental Property lease within one year 41,960 16,600 23,760 -
kUSD . 15,405 . (762'551)) \ 41,960 16,600 23,760 J
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26. Consolidated entities 28. Key Management and Personnel Compensation
4 e : : : : : : : ~
2008 2007 The following were key management personnel of the consolidated entity at any time during the reporting period and unless
Ownership interest otherwise indicated were key management personnel for the entire period:
Name of entity Country of Class of shares Non-executive directors Executive directors Executives
Incorporation Frank Petruzzelli Craig Burton Chris Bowyer
Parent Entity Mark Elliott Steve McLean
Solimar Energy Ltd Australia Ordinary Michael Fry (resigned 24/09/07) Andrew Gould
Controlled Entities
Hiiingiieis Anstapyling tnited States Weling g LhLe 2 The key management personnel compensation included in‘personnel expenses'and ‘contractor expenses'are as follows:
Solimar Australia Energy Pty Ltd Australia Ordinary 100% 100%
Solimar Energy LLC United States Ordinary 100% 100% Key management personnel compensation
k ) Consolidated Company
2008 2007 2008 2007
AUD AUD AUD AUD
27. Reconciliation of cash flows from operating activities LIS ST DR AL 409,113 - 209,039 i)
Directors Fees 75,000 - 75,000 -
f \ Post employment benefits - - - 2,746
Consolidated Company Equity compensation benefits 185,550 - 185,550 6,960
2008 2007 2008 2007 669,663 - 469,589 133,559

AUD AUD AUD AUD

g il e EpEE T eE e Information regarding individual directors and executives compensation and some equity instrument disclosures as permitted

Profit/(loss) for the period (6,715,547) (907,010) (7,084,986) (4,745,069) by Corporations regulation 2M.3.03 and 2M.6.04, is provided in the Remuneration Report section of the Directors'report on

Adjustments for: pages 15to 17.

Impairment charge on intercompany loan - - 5,974,763 4,318,920 Apart from the details disclosed in this note, no director has entered into a material contract with the Company or the Group since
Impairment on assets 5,818,908 551,231 - - the end of the previous financial year and there were no material contracts involving directors'interests existing at year-end.
Interest Income (178,268) (60,605) (178,268) (45,186)

Interest Paid - - - 8,723 Loans to key management personnel and their related parties (consolidated)

Depreciation 942 : 942 s No loans have been made during the reporting period and at the reporting date there were no loans outstanding to key

Foreign exchange expense (unrealised) 2316 . 121,293 . management personnel and their related parties (2007: nil).

Equity Seme,d share based payment expenses SS080 BR800 SSE80 o=e8 Loans from key management personnel and their related parties (consolidated)
Income received (515,791) - - - . . . . .
No loans have been made during the reporting period and at the reporting date there were no loans outstanding from key
Tax expense 9399 - (6,364) - management personnel and their related parties (2007: $655,110).
Operating profit before changes in working capital and provisions (1,384,981) (241,384) (979,560) (455,652) At 30 June 2007 there was a balance owed to Craig Burton of $655,110. It included interest charged at 8% per annum.
(Increase) / decrease in trade and other receivables (36,116) - (1,871) (5,292) The amount has been paid in full in the current financial year. No interest was incurred in the current financial year.
(Decrease) / increase in trade and other payables 241,020 - (11,978) 236,471 k J
(1,180,077) (241,384) (993,409) (224,473)
Income taxes paid (15,379) - - -
Net cash from operating activities (1,195,456) (241,384) (CEER)] (224,473)
G J
55 56
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28. Key Management and Personnel Compensation (continued)

~\

Other key management personnel transactions with the Company or its controlled entities

A number of key management persons, or their related parties, hold positions in other entities that result in them having control or
significant influence over the financial or operating policies of those entities.

A number of these entities transacted with the Company or its subsidiaries in the reporting period. The terms and conditions of
the transactions with management persons and their related parties were no more favourable than those available, or which might
reasonably be expected to be available, on similar transactions to non-director related entities on an arm’s length basis.

The aggregate amounts recognised during the year relating to key management personnel and their related parties were as follows:

Consolidated Company
2008 2007 2008 2007
Specified Directors :\)») AUD AUD AUD
Craig Burton 0] 3,761 - 3,761 27,509
Frank Petruzzelli (D] 142,324 4,589 142,324 -

(i) During the period the company was charged $3,761 for the recharge of certain costs by entities associated with Craig Burton.

(if) During the period the company was charged for accounting and corporate secretarial services and office costs by MDB, an accounting
practice of which Frank Petruzzelli is a partner of.

Assets and liabilities arising from the above transactions

Consolidated Company
2008 2007 2008 2007
AUD .\V]p) AUD AUD
Trade and other payables 24,832 14,650 24,832 14,650
Borrowings = 655,110 = 655,110
Current liabilities 24,832 669,760 24,832 669,760
G ,
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Options and rights over equity instruments granted as compensation
The movement during the reporting period in the number of options over ordinary shares in Solimar Energy Limited held, directly,
indirectly or beneficially, by each key management person, including their related parties, is as follows:
2008 Directors/ Held at Granted as Exercised * Other Held at Vested during exerci\::sbtleed:’:
Executives 1July 2007 compensation Changes 30 June 2008 the Year 30 June 2008
Craig Burton 3,000,000 = = = 3,000,000 = 3,000,000
Frank Petruzzelli 2,375,000 = = = 2,375,000 = 2,375,000
Mark Elliott 500,000 = = = 500,000 = 500,000
Chris Bowyer o 500,000 = ® 500,000 500,000 500,000
Steve McLean = 2,000,000 = = 2,000,000 1,500,000 1,500,000
Andrew Gould = 1,000,000 = = 1,000,000 1,000,000 500,000
5,875,000 3,500,000 = = 9,375,000 3,000,000 7,875,000
* Other changes represent options that expired or were forfeited during the year.
2007 Directors/ Held at Granted as : Issueq per Held at Vested during Yested -
Executives 1July 2006 compensation SXEICISed Solimar 30 June 2007 the Year SXCICSABIE St
Acquisition 30 June 2007
Craig Burton 3,000,000 = = = 3,000,000 = 3,000,000
Frank Petruzzelli o o @ 2,375,000 2,375,000 2,375,000 2,375,000
Mark Elliott - - - 500,000 500,000 500,000 500,000
Jim Malone ' 500,000 = = = 500,000 240,000 500,000
Michael Fry 2 500,000 = = = 500,000 240,000 500,000
Brett Mitchell ! 250,000 = = = 250,000 = 250,000
4,250,000 = = 2,875,000 7,125,000 3,355,000 7,125,000
C Resigned 29 June 2007 2 Resigned 24 September 2007 Y.

28. Key Management and Personnel Compensation (continued)
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28. Key Management and Personnel Compensation (continued) 29. Employee benefits
d ! ) 4 )
Movement in shares Share-based payments
The movement during the reporting period in the number of ordinary shares in Solimar Energy Limited held, directly, indirectly or a) Option Plans
beneficially, by each key management person, including their related parties, is as follows: . ‘ : , : _
4 Y 9 P 9 P The Company has issued options to Directors and Executives as part of their remuneration.
i The terms an nditions of th ions are as follows, wher [l options ar | hysical delivery of shares:
2008 - Directors / Held at Recelvgdon Issuecfper Held at e terms and conditions of the options are as follows, whereby all options are settled by physical delivery of shares
: Purchases exercise of Sales Solimar
Executives 1 July 2007 : o 30 June 2008
Options Acquisition
Craig Burton 4,550,000 - - - - 4,550,000 g;z:re\t Employee Entitled inl::rr:r:ee:\:: Vesting conditions Expiry Date
Frank Pet i 8,845,827 = = = = 8,845,827 . : .
(SRS 17 December 2004 Craig lan Burton 3,000,000 Fully vested on incorporation 18 December 2009
Mark Elliott 9,925,000 - - - = 9,925,000 .
29 June 2007 Frank Petruzzelli 2,375,000 Fully vested on grant 18 December 2009
Chris Bowyer - - - - - - .
. el 29 June 2007 Mark Elliott 500,000 Fully vested on grant 18 December 2009
t = = = = = =
N e;/e CGeaTd 17 December 2007 Chris Bowyer 500,000 Fully vested on grant 18 December 2009
ndrew Go = = = = = =
S 17 December 2007 Andrew Gould 1,000,000 Fully vested on grant 18 December 2009
23,320,827 = = = = 23,320,827
1,000,000 vest on grant.
. 500,000 vest upon achieving one month
2007 - Directors / Held at . Received 0'; I Issueﬁ [ Held at of continuous sustainable commercial
Executives 1July 2006 Purchases SECEESE Sales Solimar 55 | ine 2007 20 May 2008 Steve McLean 2,000,000 production at Maricopa. 18 December 2010
options Acquisition
500,000 vest upon achieving one month
Craig Burton 4,525,000 25,000 = s = 4,550,000 of continuous sustainable commercial
Frank Petruzzelli - 512,507 - - 8,333,320 8,845,827 production at South East Lost Hills.
Mark Elliott - 425,000 - - 9,500,000 9,925,000 Total share options 9,375,000
Jim Malone' 40,000 - - - - 40,000
Michael Fry2 100,000 100,000 - s s 200,000 Set out below are the summaries of options granted / on issue at 30 June:
Brett Mitchell ! 120,000 = = = = 120,000
4,785,000 1,062,507 - - 17,833,320 23,680,827
1 Resigned 29 June 2007 2 Resigned 24 September 2007 Consolidated and company entity - 2008
: : , , Grant date Expiry Exercise Balance at Granted Exercised Forfeited Balance at Vested and
No shares were granted to key management personnel during the reporting period as compensation. date price  startof the during the during the during the el cedEbherare
period period period period the period the period
CI:\a:ges |r'\ ll(ey man.agemhent' pzr:on'nel in the period after the reporting date and prior to the date when 17/12/2004  18/12/2009 30 cents 3,000,000 . . . 3,000,000 3,000,000
the financial report s authorised forissue 01/06/2005 18/12/2009 20 cents 500,000 : : : 500,000 500,000
There were no changes in key management personnel in the period after the reporting date and prior to the date when the financial 01/06/2005 18/12/2009 20 cents 500,000 . > . 500,000 500,000
report is authorised for issue. 01/06/2005 18/12/2009 20 cents 250,000 : : : 250,000 250,000
oth lated : 29/06/2007  18/12/2009 25 cents 2,875,000 = = = 2,875,000 2,875,000
ther related party transactions 17/12/2007  18/12/2009 25 cents = 1,500,000 = = 1,500,000 1,500,000
Loans are made between the Company and its wholly owned subsidiaries. Loans outstanding between the Company and its 20/05/2008  18/12/2010 25 cents . 2,100,000 . . 2,100,000 1,600,000
subsidiaries have no fixed date of repayment and are non-interest bearing. As at 30 June 2008, the net loans to subsidiaries, net of 7,125,000 3,600,000 > . 10,725,000 10,225,000
impairment charges, totalled $4,403,049 (2007: $8,557,514). \ )
J
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29. Employee benefits (continued) 31. Interest in joint venture operation
(Consolidated and company entity - 2007 ) (Solimar Energy Limited holds a 50% interest through one of its US subsidiaries in the output of a joint venture operation named )
S T Forbes Project Joint Venture. A review was undertaken during the year of the joint venture's operations, planned activities and their
fit with the Company’s other oil and gas interests. As a result of the review a decision was made by the company to discontinue its
Grant date Expiry Exercise Balance at Granted Exercised Forfeited Balance Vested and . . - . - - - : - :
: : : : . involvement in the joint venture's activities. The majority of the company’s interest in the joint venture assets was also written off
date price  startofthe  duringthe  duringthe  duringthe at end of exercisable . . - - !
period period period period  the period atend of reflecting the company’s decision to cease activity at the Forbes Project.
the period Included in the assets and liabilities of the consolidated entity are the following items which represent the Company’s and the
17/12/2004 18/12/2009 30 cents 3,000,000 . . . 3,000,000 3,000,000 cohsglidated @tity’s INEEN infhe assets and liabilities employed in the joint venture, recorded in accordance with the accounting
01/06/2005 18/12/2009 20 cents 500,000 - - - 500,000 500,000 pelieies s Eoms i\ Gt e
01/06/2005 18/12/2009 20 cents 500,000 = = = 500,000 500,000
01/06/2005 18/12/2009 20 cents 250,000 - - - 250,000 250,000 Consolidated Company
29/06/2007 18/12/2009 25 cents - 2,875,000 - - 2,875,000 2,875,000 2008 2007 2008 2007
4,250,000 2,875,000 - - 7,125,000 7,125,000 AUD AUD AUD AUD
: . . - : . Current assets
The options outstanding at 30 June 2008 have an exercise price in the range of $0.20 to $0.30 and a weighted average contractual life of 2.9 years. Trade and other receivables 58134 117,840 . .
During the financial year, no options issued to Directors or Executives were exercised (2007: nil). Non-current assets
Exploration and development expenditure - 1,674,481 - -
b) Expenses arising from share-based transactions
Total Net Assets 58,134 1,792,321 - -
Consolidated Company k J
2008 2007 2008 2007
AUD AUD AUD AUD
Share options granted - equity settled 185,550 = 185,550 6,960
Total expense recognised as consulting costs 185,550 - 185,550 6,960
G ,
30. Subsequent events
For the period between balance date and the signing of the financial statements there has been no item, transactions or event/s
of a material and unusual nature, likely, in the opinion of the Directors to affect significantly the operations of the Group and
Company, the results of those operations, or the state of affairs of the Company, in future financial years.
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CORPORATE GOVERNANCE STATEMENT

CORPORATE GOVERNANCE
STATEMENT

OVERVIEW

In March 2003, the Australian Securities
Exchange (ASX) Corporate Governance
Council published its Principles of Good
Corporate Governance and Best Practice
Recommendations (“Recommendations”).

In August 2007, the ASX Corporate
Governance Council published a revised
Principles and Recommendations (2nd
Edition) to ensure that these remain relevant
to the Australian business and investment
communities. These revised Principles and
Recommendations reflect the contributions
of more than 100 public submissions and
took effect from 1 January 2008.

The ASX Corporate Governance Council's
Recommendations are not mandatory and
cannot, in themselves, prevent corporate
failure or poor corporate decision-making.
They are intended to provide a reference
point for companies about their corporate
governance structures and practices. There
is no single model of good corporate
governance. The document articulates
eight core principles (“the Principles”).

The ASX Corporate Governance Council
encourages companies to use the
guidance provided by this document as

a focus for re-examining their corporate
governance practices and to determine
whether and to what extent the company
may benefit from a change in approach,
having regard to the company’s particular
circumstances. There is little value

in a checklist approach to corporate
governance that does not focus on the
particular needs, strengths and weaknesses
of the company. The ASX Corporate
Governance Council recognises that the
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range in size and diversity of companies
is significant and that smaller companies
from the outset may face particular issues
in following all Recommendations.

The Recommendations are not
prescriptions, they are guidelines, designed
to produce an outcome that is effective
and of high quality and integrity. This
document does not require a “one size fits
all”approach to corporate governance.
Instead, it states suggestions for

practices designed to optimise corporate
performance and accountability in the
interests of shareholders and the broader
economy. If a company considers that

a Recommendation is inappropriate to

its particular circumstances, it has the
flexibility not to adopt it - a flexibility
tempered by the requirement to explain
why — the “if not, why not” approach.

The Board of Directors of Solimar Energy is
committed to good corporate governance
taking into account the Company’s size
and operations. The Board has a range

of policies and processes in place to
ensure the rights of the Company and its
shareholders are protected.

The Company's Corporate Governance
Statement is structured below with
reference to the ASX Corporate
Governance Council’s Principles and
Recommendations (2nd Edition).Further
information on the Company’s Corporate
Governance policies is located at
www.solimarenergy.com.au.

PRINCIPLE 1: LAY SOLID
FOUNDATIONS FOR MANAGEMENT
AND OVERSIGHT

Companies should establish and disclose
the respective roles and responsibilities of
board and management.

« Recommendation 1.1: Companies should
establish the functions reserved to the
board and those delegated to senior
executives and disclose those functions.

- Recommendation 1.2: Companies should
disclose the process for evaluating the
performance of senior executives.

Recommendation 1.3: Companies should
provide the information indicated in the
Guide to reporting on Principle 1.

The primary role of the Board of Directors is
the protection and enhancement of long-
term shareholder value.

To fulfil this role, the Board is usually
responsible for:

« overseeing the company, including its
control and accountability systems

« appointing and removing the chief
executive officer, or equivalent where
appropriate, ratifying the appointment
and the removal of senior executives

« providing input into and final approval of
management's development of corporate
strategy and performance objectives

« reviewing, ratifying and monitoring
systems of risk management and
internal control, codes of conduct, and
legal compliance

» monitoring senior executives' performance
and implementation of strategy

 ensuring appropriate resources are
available to senior executives

« approving and monitoring the
progress of major capital expenditure,
capital management, and acquisitions
and divestitures

« approving and monitoring financial and
other reporting.

The Company’s practice:

The Board has formally adopted a new
Board Charter which sets out the role of
the Board and the Company Secretary.
This charter is published on the Company’s
website and contains many of the
responsibilities described above.

The Board is responsible to the
shareholders for the corporate
governance practices of the Company.
The management and the Company’s
consultants are expected to regularly give
written and verbal communications to
the directors on financial and operational
matters.

The process for evaluating the performance
of senior executives involves discussions

at the Board about the delivery of project
milestones, involving such key issues as
drilling, production and financial objectives.
If executives have met these objectives then
their performance will be rewarded in terms
of salary and the Company’s long term
incentive option plan.

The Vice President Operations has
responsibility for the day-to-day operations
and administration of the US subsidiaries,
Solimar Energy LLC and Livingstone
Energy, Inc. The Board also monitors the
financial budget in consultation with the
Company Secretary in Australia and the
Financial Controller in the Company’s
Ventura Office (California, USA).

PRINCIPLE 2: STRUCTURE THE
BOARD TO ADD VALUE

Companies should have a board of
an effective composition, size and
commitment to adequately discharge
its responsibilities and duties.

+ Recommendation 2.1: A majority of the
board should be independent directors.

« Recommendation 2.2: The chair should
be an independent director.

Recommendation 2.3: The roles of chair
and chief executive officer should not be
exercised by the same individual.

« Recommendation 2.4: The board should
establish a nomination committee.

+ Recommendation 2.5: Companies should
disclose the process for evaluating the
performance of the board, its committees
and individual directors.

Recommendation 2.6: Companies should
provide the information indicated in the
Guide to reporting on Principle 2.

The Company'’s practice:

Independence

The ASX Corporate Governance Council
Recommendation 2.1 requires a majority
of the Board to be independent directors.
The ASX Corporate Governance Council
defines independence as being free from
any business or other relationship that
could materially interfere with, or could
reasonably be perceived to materially
interfere with, the exercise of unfettered
and independent judgement.

Based on the above definition and

the behaviour of the board, the Board
considers Messrs Petruzzelli and Elliott to
be independent directors of the Company.
Mr Petruzzelli is an independent Chairman.
While the position of Chief Executive
Officer has yet to be filled, Solimar Energy
has an Executive Director, Craig Burton.

Composition and Experience

As at the date of this report, the directors
of the Company (and the duration of their
respective terms in office) are as follows:

Name of Position Termin
Director office
Frank Petruzzelli ~ Chairman 1 year

Craig Burton
Mark Elliott

Executive Director 1 year*

Non-executive 1 year
Director

* Prior to the merger with Solimar Energy
Limited, Craig Burton was a Director of
Livingstone Petroleum Limited since 17
December 2004.

Nomination Committee

The Company does not presently have

a nomination committee. The Board
does not believe the current size of the
Company warrants the establishment of a
nomination committee.

Monitoring Board Performance

The criteria involved in evaluating the
Board’s performance are outlined in
Section 8 of the Board's Charter which

is published on the Company’s website.
Itis expected that all Directors attend
Board Meetings and make meaningful,
constructive contributions to protect the
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interests of all shareholder and grow the
value of the Company.

The Company has a process to educate
any new Directors about the nature of
the business, current issues, the corporate
strategy and the expectations of the
Company concerning the performance
of Directors. This education process
includes site visits to the Company’s
operations in California.

Directors are given access, and encouraged,
to participate in continuing education
opportunities to update and enhance

their skills and knowledge. Examples of

this involve attendance at the Australian
Institute of Company Directors (AICD)
courses and technical training sessions with
the Australian Petroleum Production

& Exploration Association (APPEA).

PRINCIPLE 3: PROMOTE ETHICAL AND
RESPONSIBLE DECISION-MAKING

Companies should actively promote
ethical and responsible decision-making.

¢ Recommendation 3.1: Companies
should establish a code of conduct and
disclose the code or a summary of the
code as to:

- the practices necessary to maintain
confidence in the company’s integrity

- the practices necessary to take into
account their legal obligations and
the reasonable expectations of their
stakeholders

- the responsibility and accountability
of individuals for reporting and
investigating reports of unethical
practices.
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« Recommendation 3.2: Companies
should establish a policy concerning
trading in company securities by
directors, senior executives and
employees, and disclose the policy or a
summary of that policy.

» Recommendation 3.3: Companies should
provide the information indicated in the
Guide to reporting on Principle 3.

The Company’s practice:

Ethical Standards

All directors and employees of the
Company are expected to act with the
utmost integrity and objectivity, striving
at all times to enhance the reputation

and performance of the Company. The
Company has adopted a Code of Conduct
which commits it to operating in an
environment that promotes ethical and
responsible decision-making along with

a requirement to act with integrity in its
dealings with employees, consultants and
the broader outside community.

The Code of Conduct, which is published
on the Company’s website, commits
individuals associated with the Company
to the following principles:

o Respect the Law
» Manage Conflicts of Interest

 Respect our role as stewards of
the Company

« Respect the relationships we have with
others and ourselves

« Respect our relationship with
employees/consultants

« Respect our relationship with
the environment

Securities Trading Policy

The Board has adopted a new Securities
Trading Policy to guide investment
decisions. This is published on the
Company's Website.

The purpose of this policy is to provide
guidance to Directors, Management and
those who work for or are associated with the
Company. In particular this policy seeks to:

« Provide a brief summary of the law on
Insider Trading;

 Set out the restrictions on dealing in
securities; and

« Assistin maintaining market confidence
in the integrity of dealings in the
Company's securities.

Further details on the Securities Trading

Policy can be found on the Company’s

website..

PRINCIPLE 4: SAFEGUARD INTEGRITY
IN FINANCIAL REPORTING

Companies should have a structure to
independently verify and safeguard the
integrity of their financial reporting.

- Recommendation 4.1: The board should
establish an audit committee.

« Recommendation 4.2: The audit
committee should be structured so that it:

- consists only of non-executive directors

- consists of a majority of independent
directors

- is chaired by an independent chair,
who is not chair of the board has at
least three members.

« Recommendation 4.3: The audit
committee should have a formal charter.

+ Recommendation 4.4: Companies should
provide the information indicated in the
Guide to reporting on Principle 4.

The Company'’s practice:

Audit Committee

The Company does not have a separate
Audit Committee due to the small size

of the Board. However, the integrity of
the Company’s financial reporting is a
critical aspect of the Company’s corporate
governance and structures have been
implemented to verify and safeguard

the integrity of the Company'’s financial
reporting. This involves ensuring the
financial reports present a true and

fair view, in all material respects, of the
Company’s financial condition and
operational results and are in accordance
with relevant accounting standards. Itis
the policy of the Board that the Company’s
financial statements be reviewed or
audited, at a minimum each half year.

All Directors are given the opportunity to
review the budget and financial condition
of the Company at each Board meeting, or
on an informal basis with management, if
required.

The Board is of the view that the skills

of those involved in the accounting
process, coupled with the conduct of an
independent audit, is sufficient for the
audit committee function to reside within
the Board for a Company of the size of
Solimar Energy to operate effectively.

PRINCIPLE 5: MAKE TIMELY AND
BALANCED DISCLOSURE

Companies should promote timely
and balanced disclosure of all material
matters concerning the company.

+ Recommendation 5.1: Companies
should establish written policies
designed to ensure compliance with
ASX Listing Rule disclosure requirements
and to ensure accountability at a senior
executive level for that compliance and
disclose those policies or a summary of
those policies.

+ Recommendation 5.2: Companies
should provide the information
indicated in the Guide to reporting on
Principle 5.

The Company'’s practice:

Continuous Disclosure Policy

The Board promotes timely and balanced
disclosure of all material matters
concerning the Company. The Company
has adopted a Continuous Disclosure
policy which ensures compliance with

its disclosure obligations under the ASX
Listing Rules and the Corporations Act in
Australia.

The Policy sets out:

« The Principles of Continuous Disclosure
under Listing Rule 3.1;

« Delegation of responsibility to the
Company/Directors and Company
Secretary for ensuring the Company
complies with its continuous disclosure
requirements;

« Review of information to be disclosed to
the market;

« Dealing with ASX queries and market
rumours; and

¢ The Board and Company Secretary
include commentary in the half-year and
full year results to ensure that investors
can make an informed assessment of the
entity’s activities and results.

Every effort is made by the Directors to
release timely information about leasing,
exploration and production activities when
it does not compromise the competitive
position or value of the company.

Further details on the Continuous
Disclosure Policy are published on the
Company'’s website.

PRINCIPLE 6: RESPECT THE RIGHTS
OF SHAREHOLDERS

Companies should respect the rights
of shareholders and facilitate the
effective exercise of those rights.

- Recommendation 6.1: Companies
should design a communications policy
for promoting effective communication
with shareholders and encouraging their
participation at general meetings and
disclose their policy or a summary of
that policy.

« Recommendation 6.2: Companies
should provide the information

indicated in the Guide to reporting on
Principle 6.

66

Solimar Annual Report 2008



(Contd)

The Company'’s practice:

Shareholder Communication

The Board aims to ensure that the
Company’s shareholders are informed of
all information necessary to assess the
performance of the company.

Mechanisms employed by the Company
to ensure effective communication with
shareholders include:

« regular shareholder communications
such as Quarterly Activities and Cashflow
Reports, Half-Yearly Reports, Annual
Reports and exploration updates;

« shareholder access to communications,
including ASX announcements, through
the Company’s website and email alerts;

» presentations made by the Chairman
and Company’s Consultants to financial
industry professionals and shareholders;
and

 Encouraging attendance at the Annual
General Meeting.

The Company is developing a shareholder
communication plan to assist with
communicating information to the market
in a timely and efficient manner.

The Board encourages full participation

of shareholders at the Annual General
Meeting to ensure a high level of
accountability and identification with the
Company’s strategy and goals. Important
issues are presented to the shareholders as
single resolutions.

The shareholders are responsible for voting
on the appointment of Directors, approval
of the maximum amount of Directors'fees
and the granting of options and shares to
Directors.
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PRINCIPLE 7: RECOGNISE AND
MANAGE RISK

Companies should establish a
sound system of risk oversight and
management and internal control.

+ Recommendation 7.1: Companies
should establish policies for the
oversight and management of material
business risks and disclose a summary of
those policies.

- Recommendation 7.2: The board should
require management to design and
implement the risk management and
internal control system to manage the
company’s material business risks and
report to it on whether those risks are
being managed effectively. The board
should disclose that management has
reported to it as to the effectiveness
of the company’s management of its
material business risks.

- Recommendation 7.3: The board
should disclose whether it has received
assurance from the chief executive
officer (or equivalent) and the chief
financial officer (or equivalent) that the
declaration provided in accordance with
section 295A of the Corporations Act
is founded on a sound system of risk
management and internal control and
that the system is operating effectively
in all material respects in relation to
financial reporting risks.

- Recommendation 7.4: Companies
should provide the information
indicated in the Guide to reporting on
Principle 7.

The Company'’s practice:

Recognise and manage Risks

Solimar Energy recognises that the

risks which could affect the results of

the Company include: oil and gas price
fluctuations; actual demand for oil and
gas; currency fluctuations; drilling and
production results; resource estimates;
loss of market; industry competition;
environmental risks; physical risks;
legislative, fiscal and regulatory
developments; economic and financial
market conditions in the US; political risks;
project delays or advancements; approvals
and cost estimates; and drilling problems.

While Solimar Energy is aware of these
risks, detailed risk management and
internal control systems are still being
developed to manage all these risks. No
currency or oil & gas pricing hedging
policies are in place due to most of the
operating expenses being in US dollars
which provides a natural hedge with

oil and gas sales in the same currency.
However, from time-to-time the Board
may exchange A$ into US$ when it feels it
advantageous to do so.

Solimar Energy’s US subsidiaries have
policies and procedures relating to health
and safety to ensure compliance with the
US Federal Government’s Occupational
Safety and Health Act as well as the State
of California’s Occupational Safety and
Health Act.

Internal Control Framework

The Board acknowledges that it is
responsible for the overall internal control
framework, but recognizes that no cost
effective internal control system will
preclude all errors and irregularities. To

assist in discharging this responsibility, the
Board has instigated an internal control
framework that deals with:

Financial reporting - there is a
comprehensive budgeting system with an
annual budget, updated on a regular basis
and reviewed by the Board. Actual results
are reported against these budgets.

Investment appraisal - the Company

has clearly defined guidelines for: capital
expenditure including annual budgets;
levels of authority; and due diligence
requirements where businesses or assets
are being acquired or divested.

Assurances

The Executive Director has provided
in writing to the Board a statement
that meets the requirements of
Recommendation 7.3.

PRINCIPLE 8: REMUNERATE FAIRLY
AND RESPONSIBLY

Companies should ensure that the level
and composition of remuneration is
sufficient and reasonable and that its
relationship to performance is clear.

Recommendation 8.1: The board should
establish a remuneration committee.

Recommendation 8.2: Companies should
clearly distinguish the structure of non-
executive directors' remuneration from that
of executive directors and senior executives.

Recommendation 8.3: Companies should
provide the information indicated in the
Guide to reporting on Principle 8.

The Company'’s practice:

Remuneration Committee

The Company does not presently have a
remuneration committee. The Board does
not believe that the current size of the
Company warrants the establishment of a
remuneration committee.

Remuneration Structure

The Company’s objective is to establish
and maintain a Board that consists of
experienced and motivated directors who
possess appropriate skills and expertise

to promote the Company’s success. The
policy of the Company is to seek to ensure
a clear relationship between director
performance, the role they perform and
remuneration received.

In relation to the payment of bonuses,
issue of securities and other incentive
payments, discretion is exercised by

the Board having regard to both the
Company’s performance and the
performance of the director concerned.
Details of the Company’s remuneration
policy are contained in the Remuneration
Report section of the Directors'Report in
the latest Annual Report.
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SHAREHOLDER INFORMATION

EXCHANGE LISTING

Solimar Energy Limited shares are listed on the Australian Securities Exchange (ASX). The Company’s ASX code is SGY.

SUBSTANTIAL SHAREHOLDERS (HOLDING NOT LESS THAN 5%)
As at 25 September 2008

Total Number of Voting Shares in Solimar Energy
Limited in which the Substantial Shareholders
and its Associates Hold Relevant Interests

Name of Shareholder

Percentage of
Total Number of
Voting Shares (%)

Saps Overseas Ltd 13,979,160 8.59%
MC Fleet Services Pty Ltd 9,479,160 5.83%
Your Care Pty Ltd (Frank Petruzzelli) 8,479,160 521%
Mark Elliott 8,325,000 5.13%

CLASS OF SHARES AND VOTING RIGHTS

At 25 September 2008 there were 781 holders of 162,666,661 ordinary fully paid shares of the Company. The voting rights attaching to

the ordinary shares are in accordance with the Company’s Constitution being that:

(@) each Shareholder entitled to vote may vote in person or by proxy, attorney or Representative;

(b) on ashow of hands, every person present who is a Shareholder or a proxy, attorney or Representative of a shareholder has one vote; and

(c) on apoll, every person present who is a shareholder or a proxy, attorney or Representative of a shareholder shall, in respect of each
fully paid Share held by him, or in respect of which he is appointed a proxy, attorney or Representative, have one vote for the Share,
but in respect of partly paid Shares, shall, have such number of votes as bears the proportion which the paid amount (not credited)

is of the total amounts paid and payable (excluding amounts credited).’

DISTRIBUTION OF SHAREHOLDERS (AS AT 25 SEPTEMBER 2008)

Spread of Holdings Number of Holders Number of Ordinary Shares

% of Total Issued Capital

1-1,000 4 1,016 0.001%
1,001 - 5,000 65 234,347 0.14%
5,001 - 10,000 121 1,096,237 0.67%
10,001 - 100,000 415 18,447,443 11.34%
100,001 and over 176 142,887,618 87.84%
Total 781 162,666,661 100.00%

The number of shareholders holding less than a marketable parcel is 46, totalling 121,867 shares.
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ESCROWED SECURITIES

The Company does not have any securities on issue that are subject to escrow restrictions.

CASH USAGE

Since the time of listing on ASX, the entity has used its cash and assets in a form readily converted to cash that it had at the time of

admission to the official list of ASX in a manner which is consistent with its business objectives.

LISTING OF 20 LARGEST SHAREHOLDERS (AS AT 25 SEPTEMBER 2008)

Name of Shareholder Number of Shares Held Percentage of Shares Held %
1. MC Fleet Services Pty Ltd 9,479,160 5.83
2. Bob Rosenthal 8,979,160 5.52
3. Your Care Pty Ltd 8,479,160 5.21
4, Merrill Lynch (Aust.) Nominees Pty Limited 8,120,750 499
5. Ryan Moynagh 6,521,688 4.01
6. Saps Overseas Ltd 5,000,000 3.07
7. Wizzdene Pty Ltd 4,000,000 246
8. Citicorp Nominees Pty Limited 3,909410 240
9. Craig lan Burton 3,550,000 2.18
10. Intro Pty Ltd 3,525,000 217
11. Carday Holdings Pty Ltd 3,500,000 2.15
12. Raymond Jepp 3,250,000 2.00
13. A.PR. Nominees Pty Ltd 2,850,000 1.75
14. Towertun Pty Ltd 2,500,000 1.54
15. Nowald Pty Ltd 2,500,000 1.54
16. Hiles Pty Ltd 2,500,000 1.54
17. Shellbury Pty Ltd 2,250,000 138
18. Ravenhill Investments Pty Ltd 2,100,000 1.29
19. Cocoon Developments Pty Ltd 2,000,000 1.23
20. Lesdon Investments Pty Ltd 2,000,000 1.23

Total 87,014,328 53.49%
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Solimar Energy Leasehold Interest and Summary Activity Status

Project in California, USA

Solimar Energy’s Interest

Project Activities

Southeast Lost Hills (SELH)
Project, (Jack Hamar wells)
San Joaquin Basin

50% Working Interest and
Operator of the Block B Lease

Production tested the Jack Hamar 3-13 well

Signed Gas Sales Agreement with sales expected by the
end of 4Q 2008

Evaluating seismic data over the SELH area

New exploration program expected to commence early
2009%

Ventura South Flank
Prospect, Ventura Basin

16.59% Working Interest

Redrilled the Ventura South Flank #1 well and reached a
total depth of 10,100 feet

No commercial hydrocarbons were encountered and a
decision was made to plug and abandon this well

Joint Venture is reviewing the data obtained from this well
before making a decision on the future of this project

Maricopa Project,
San Joaquin Basin

50% Working Interest and
Operator

Drilled and completed two producing wells, Wellington
Maricopa #6 and #7

Additional follow-up locations in the Project have also been
identified, including up to three vertical well locations and
possibly two horizontal locations*

The leased acreage position has been increased from 40 to
120 acres across the potential oil generation area

Deer Creek Project,
San Joaquin Basin

50% Working Interest and
Operator

Leasing work continues at this Project, with approx. 200
acres already leased

Plans to drill one well by the end of the first half of calendar
2009*

Aliso Canyon Prospect,
Ventura Basin

12% Working Interest

Commenced redrilling an existing well bore on 5 Oct. 2008

Estimated potential P50 recoverable resources of approx. 3
million barrels of oil in a 1,200 acre leasehold

Forbes Joint Venture Gas
Project, Sacramento Basin

50% Working Interest in the
South Buckeye 1-18 well

100% Interests in leases
comprising the Arbuckle
and Buckeye Projects

Decision made to plug and abandon the South Buckeye
1-18 well

Leases have not been renewed at the Arbuckle and
Buckeye Projects

Aquaduct Fan Prospect,
San Joaquin Basin

10% Interest

No exploration activity has taken place at this project

Leases have not been renewed

Silverthread Project,
Ventura Basin

18.5% to 20% Working Interest

Drilled the Nesbitt #5 well to the primary zones of interest
in the deeper Upper and Lower Mohnian Sand (Monterey
Formation) and the shallow Saugus sand reservoirs

The well encountered approximately 800 feet of
potentially oil-bearing section in the Saugus Formation.
Approximately 500 feet of this potentially oil-bearing
section has been perforated and tested

Initial analysis indicates this area contains several
productive oil intervals as well as several unproductive
layers. Production testing has yielded mixed results. The
well has retrieved significantly differing qualities of oil
over the testing period, which ranged from an estimated
13°to 30° API, potentially indicating several different oil
formations.

More detailed petrophysical evaluation is being conducted
to determine further completion programs.
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* Subject to change due to rig availability, weather conditions and other operational issues.
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GLOSSARY

2D Seismic

means seismic information recorded along a
single traverse and processed to form a two-
dimensional profile of a geological subsurface

3D Seismic

means seismic information recorded
along many closely spaced traverses and
processed to form a three-dimensional
profile of a geological subsurface

AIFRS
Australian equivalents to International
Financial Reporting Standards

AASB
Australian Accounting Standards Board

bbls
barrel of oil, 42 US gallons, 35 imperial
gallons, 5.615 cubic feet, 159 litres

BCF

One billion (thousand million = 109) cubic
feet of gas at atmospheric temperature
and pressure

Boepd
barrels of oil equivalent (oil and gas)
produced per day

CALOSHA
Californian Government’s Occupational
Safety and Health Administration

EBITDA
Earnings before Interest, Tax, Depreciation
and Amortisation

Farm Out

Where one company relinquishes to another
entity a portion of its interest in an exploration
project or lease. In return, a proportion of the
exploration or development costs are paid by
the entity farming in

Field
A geographical area under which an oil or gas
reservoir lies

Financial Year
the 12 months ending 30 June 2008
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Formation
A unit in stratigraphy defining a
succession of rocks of the same type

GAAP
Australian Generally Accepted Accounting
Principles

Hydrocarbons

Compounds containing the elements of
hydrogen and carbon. They may exist as
solids, liquids or gases

mmbbls
million barrels of oil

mmboe
million barrels of oil equivalent

mcfpd
thousand standard cubic feet of gas
produced per day

mmcfpd
million standard cubic feet of gas
produced per day

NPAT
Net Profit after Tax

Permeability
A measure of the capacity of rock to
transmit fluids such as oil, water and gas

Petrophysics

Interpretation of the reservoir properties
of rocks and/or their fluid content from
measurements of their physical properties
by wireline logging

Porosity

The ratio of the pore space in a rock to
its total volume, generally expressed
as a percentage

Possible Reserves

means possible oil and gas reserves
which are unproven reserves and are an
analysis of geological and engineering
data suggesting they are less likely to be
recoverable than Probable Reserves

Probable Reserves

means probable oil and gas reserves which
are unproven reserves and are an analysis of
geological and engineering data suggesting
they are more likely than not to be recoverable

Prospect

A geological feature in the subsurface
which is a potential trap for petroleum
and is sufficiently defined by seismic data
and other surveys for drilling

Proven Reserves

means proven oil and gas reserves which
are the estimated quantities of crude oil,
natural gas, and liquids which geological
and engineering data demonstrate with
reasonable certainty to be recoverable in
future years from known reservoirs under
existing economic and operating conditions

Resource Potential

An estimate of the recoverable
hydrocarbons based on analyses only. A
speculative figure

San Joaquin Basin

Prolific hydrocarbon basin in the southern
part of California where Solimar Energy’s
Southeast Lost Hills, Maricopa and Deer Creek
Projects are located

Sandstone

Atype of sedimentary rock composed
primarily of sand sized grains, usually
composed predominantly of quartz

Solimar Energy Limited

ASX Listed entity (ABN 42 112 256 649), ASX
Code SGY, which merged with Livingstone
Petroleum Limited following shareholder
approval at a General Meeting held on 29
June 2007 in Perth

Wireline Logs

A continuous measurement up (or down) a
borehole of various physical rock properties
by instruments suspended on wire cable
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