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OPERATIONS REPORT (continued)



DIRECTORS’ REPORT for the period ended 30 June 2010

The directors of Bridgeport Energy Limited (Bridgeport or Company) present their report on the consolidated accounts
for the financial period ended 30 June 2010.
I. Principal Activities

The principal activities of the consolidated entity were that of oil and gas exploration, development and production and

investment in the resources industry.

2. Operating results
Consolidated comprehensive loss for the financial period ended 30 June 2010 was $994,158.

3. Dividends

No dividends have been paid or declared during the period.

4. Corporate Structure

The corporate structure of Bridgeport and its subsidiaries is shown below:

Bridgeport
Energy Limitd
100%
Oilwells, Bridgeport Energy
Inc. of Kentucky (Qld) Pty Ltd

60% interest in
production permit

90% (beneficial)
interest in
exploration
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DIRECTORS’ REPORT for the period ended 30 June 2010 (continued)

5. Review of Operations
A review of operations of the consolidated entity during the financial period and the results of those operations are
included ahead of this Operations Report contained in the Financial Report. Significant events, which occurred during the

period under review included:

* During the period, the Company successfully raised approximately $17.2 million by way of equity placements and a
rights issue;

e On 31l August 2009, the parent entity acquired 100% of the share capital of Oilwells Inc of Kentucky (a US incorporated
company), which owns the two key assets of the Company, PL 214 (producing asset) and ATP 560P (exploration
permit);

¢ In December 2009/February 2010, the Company changed its name from Newport Energy to Bridgeport Energy as
well as its status from a private company to a public company; and

*  Successful drilling programme in December 2009/January 2010 of the Utopia-7, 8,and 9 wells.

6. State of Affairs
In the opinion of the directors there were no significant changes in the state of affairs of the consolidated entity that

occurred during the financial period under review, not otherwise disclosed in this report or the consolidated accounts.

7. Events Subsequent to Balance Date

Subsequent to balance date, the following material events have occurred:

The consolidated entity has planned/commenced the following programmes in its petroleum tenements:

Well Name/Other programme  Permit Status

Ubute-1 ATP 560P Commence drilling November 2010
Utopia-10 PL 214 Expected drilling: November 2010
Ufouria-1H PL 214 Expected drilling: November 2010
3D Seismic PL 214 December 2010/January 201 |

2D Seismic (60km) ATP 560P November 2010

8. Likely Developments
Likely developments in the operations of the consolidated entity constituted by Bridgeport and the entities it

controls include:

a) Production and development of oil and natural gas and exploration for oil and gas will continue, consistent with the

income and available cash reserves of the consolidated entity.
b) Those operations will be conducted principally in Australia.

9. Environmental Regulations
The parent entity is subject to significant environmental regulation in respect of its operated joint venture interests
in petroleum exploration, development and production. Its oil production interests are in the State of Queensland,

Australia.

10. Proceedings on Behalf of the Company
No person has applied to the Court under Section 237 of the Corporations Act for leave to bring proceedings on behalf
of the company or to intervene in any proceedings to which the company is a party, for the purpose of taking responsibility

on behalf of the company for all or part of those proceedings.



No proceedings have been brought or intervened in on behalf of
the company with leave of the Court under Section 237 of the

Corporations Act.

I 1. Information on Directors
The Directors of the parent entity in office during the whole
or part of the financial period and up to the date of this report

are:

Mr Pat Handley
Non-Executive Chairman

Appointed to the Board: |0 September 2009

Pat brings to Bridgeport over 30 years of international financial services experience. Pat was appointed a director of
Vantage Private Equity Growth Limited in 2005. He was an Executive Director and Chief Financial Officer of Westpac
Banking Corporation, Chairman and CEO of Country Savings Bank (USA), Chief Financial Officer of BancOne Corporation
(USA), Chairman of Calliva Group Holdings Pty Ltd and a director of Suncorp-Metway Limited, AMP Limited (2003 to
2004) and HHG plc. In addition, Pat is currently a strategic adviser to PriceWaterhouseCoopers. Chairman of One Capital
Pty Ltd and CEO of 2020 Funds Management Ltd.

Mr Chris Way
Managing Director and Chief Executive Officer
Appointed to the Board: 2 June 2009

Chris has over 28 years experience in worldwide oil and gas upstream operations, production and drilling, offshore and

onshore, most recently as General Manager Operations, Roc Oil Company Limited.

Key achievements include leading technical and operations teams at various phases from exploration to development,
including setup of producing operations, on significant upstream oil & gas projects throughout the world. Projects include
North Ben Nevis, Chebucto, Kupe South, Esso Bass Strait, Patricia Baleen, Maari, Cliff Head, onshore Otway Basin and the
Saltfleetby gas field (UK). Operating areas of expertise include Australia, New Zealand, West Africa, onshore UK, Canada,
China, India and Asia.

Formerly Offshore Operations Manager with Cultus Petroleum, Chris has held senior positions with Oil Search, Ampolex,
Esso, Trans Canada Pipeline and Husky Oil. Chris is a 25 year member of the Society of Petroleum Engineers, and
a member of the Institute of Engineers Australia. He holds degrees in Geology (Acadia University) and Mechanical

Engineering (Technical University of Nova Scotia).

Mr Michael Arnett
Non-Executive Director
Appointed to the Board: 26 June 2009

Michael has more than 20 years experience in the areas of capital-raising, corporate, commercial, banking and finance,
mergers and acquisitions and securities. He is a consultant to and former partner of the international firm Deacons
(Norton Rose) predominantly consulting on mining, resources and oil and gas. His current directorships include Archipelago
Metals Limited, Cloncurry Metals Limited, New Guinea Energy Limited, Nexus Energy Limited, NRW Holdings Limited and
Queensland Energy Resources Limited. Previously Mr Arnett held the position of chairman for Anzon Energy Limited and

was a director of Anzon Australia Limited.
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DIRECTORS’ REPORT for the period ended 30 June 2010 (continued)

Vincent Hua BEc (Macquarie) MEc (Macquarie) FIAA
Non Executive Director
Vincent is currently the Chief Investment Officer of 2020 Fund Management Ltd, a boutique fund

management and distribution company based in Syndey.

Vincent is a highly experienced trading and portfolio manager with over |7 years experience in the
Australian and Asian markets. He has held senior positions at several financial organisations including
Managing Director and Head of Liquid Market Trading for Lehman Brothers (Australia), Deputy
Treasurer and General Manager of Trading and Products at the Global Markets & Treasury division
of the Commonwealth Bank of Australia (“CBA”), General Manager of Markets Division for Shinsei
Bank in Tokyo, Japan and Head of Asset & Liability Management as well as Management Science Group

at Westpac.

Vincent has had extensive experience trading fixed income, equities, credit, commodity and foreign

exchange. In the past 3 years,Vincent has been involved extensively in the private equity sector.




Mr Tony Strasser
Chief Financial Officer and Company Secretary
Appointed to the Board: 2 June 2009

Tony brings a broad base of corporate and financial experience to Bridgeport having focused on financial management,

mergers and acquisitions, due diligence assignments and both private and public capital raisings.

Tony was formerly Chief Financial Officer and Company Secretary for the Anzon Group where he oversaw the growth
of the company to in excess of $700 million market capitalisation. During this period Tony was responsible for the
financial management and strategic direction of the Group from a financial perspective, including initiating and managing
the company’s listings on both the ASX and AIM stock exchanges, as well as managing significant M&A corporate activity,
resulting in the takeover of the Group in October 2008 by Roc Oil.

Prior to this, Tony held senior executive positions in taxation and corporate finance divisions at Arthur Andersen and
Coopers & Lybrand. He has also worked with various boutique corporate advisory firms in Sydney, Australia and is

currently a non- executive Director of Elk Petroleum Limited.

Tony is a member of the Institute of Chartered Accountants of Australia and holds a Bachelor of Commerce from the
University of NSWV, (Sydney).

Directors’ Interests in shares and options
The relevant interests of each director in the ordinary share capital of Bridgeport

orin a related body corporate at the date of this report are:

Director Shares Options
Mr Pat Handley 3,000,000 2,000,000
Mr Michael Arnett 1,239,965 250,000
MrVincent Hua 4,275,000 3,150,000
MrTony Strasser 4,149,942 1,700,000
‘.-rr'- Mr Christopher Way 5,504,842 1,700,000
|

Directors’ Meetings

1| During the financial period ended 30 June, 2010, twelve (12) Directors meetings and
} - one (1) Audit Committee meeting were held.The number of meetings attended by
','F | each Director was as follows:
Director Board Meetings Audit Committee Meetings
Eligible' Attended Eligible Attended
Michael Arnett 12 I | |
Pat Handley 8 8 - -
Vincent Hua 6 6
Christopher Way 12 12 - -
Tony Strasser 12 12 - -

" Number of meetings held during the time the director held office during the period
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DIRECTORS’ REPORT for the period ended 30 June 2010 (continued)

Directors’ Benefits

Since incorporation, no Director of the parent entity has received or become entitled to receive a benefit (other than a
benefit included in the aggregate amount of emoluments received or receivable by Directors shown in the Notes to the
Financial Statements) by reason of a contract made by the parent entity or an entity controlled by it with a Director or

with a firm in which he has substantial interest.

Remuneration Report

a) Remuneration of non-executive directors is determined by the Board within the maximum amount specified in the
company's Articles of Association. The remuneration structure for Executive Officers, including the Managing Director,
is based on a number of factors, including length of service, particular experience of the individual concerned, areas

of responsibility and overall performance of the Company.
b) Director's remuneration is not performance based.

c) Each directoris paid in cash. No options were granted to any director or executive as part of their remuneration.

d) Directors and Executives Remuneration is shown at Note 24 to the Financial Statements.




12. Insurance of Officers

During the financial period the parent entity insured its directors and officers
against liability and claims in connection with or arising out of their position
as directors of the parent entity or other group entities. The limit per claim

is $10 million and legal defence costs.

13. Non-Audit Services
The company may decide to employ the auditor on assignments additional
to their statutory audit duties where the auditor’s expertise and experience

with the company and/or the consolidated entity are important.

Details of the amounts paid or payment to the auditor for audit and non-
audit services provided during period are set out at Note |7 to the financial

statements.

The Board of Directors has considered the position and in accordance with

the advice received from the audit committee is satisfied that the provision of the non-audit services is compatible with
the general standard of independence for auditors imposed by the Corporations Act, 2001. The Directors are satisfied

that the provision of non-audit services by each auditor, as set out below, did not compromise the auditor independence

requirements of the Corporations Act, 2001 for the following reasons:

* All non-audit services have been reviewed by the audit committee to ensure they do not impact the impartiality and

objectivity of the auditor.

*  None of the services undermine the general principles relating to auditor independence as set out in Professional
Statement FI, including reviewing or auditing the auditor's own work, acting in a management or a decision making

capacity for the company, acting as advocate for the company or jointly sharing economic risk and rewards.

A copy of the auditor's independence declaration as required under Section 307C of the Corporations Act, 2001, is set

out at the end of the Financial Statements and forms part of this Report.

This Director's Report is signed in accordance with a resolution of Directors made pursuant to s298(2) of the Corporations

Act 2001.

On behalf of the Directors

Chris Way
Managing Director
Sydney, 28 October 2010
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
for the period ended 30 June 2010

Revenue 3 885,260
Cost of Sales (350,738)
Gross Profit 534,522
Other Income
Interest received 69,386
Expenses
Directors fees (65,400)
Employee costs (688,134)
Foreign exchange loss (28,089)
Insurance (30,700)
Legal/professional fees (182,000)
Other expenses 4 (363,818)
Rental and rates (93,940)
Royalties (36,343)
Travel (23,288)
(1511,712)
Loss before interest, tax, depreciation and amortisation (907,804)
Depreciation and amortisation (86,354)
Net loss before income tax (994,158)
Income tax (expense)/benefit 5
Net loss for the period (994,158)

Other comprehensive income/(loss)

Total comprehensive loss attributable to equity holders
Bridgeport Energy Limited (994,158)

Loss per share for loss attributable to ordinary equity
holders of the Group — cents/share

Basic loss per share 21 (1.9)c

Diluted loss per share 21 (19)c

The above consolidated statement of comprehensive income should be read in conjunction
with the accompanying notes.
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FINANCIAL STATEMENTS (continued)

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at 30 June 2010

Note $
Current assets
Cash at bank 6 7,050,352
Trade and other receivables 7 268,998
Inventory 8 16819
Total current assets 7,336,169
Non-current assets
Plant and equipment 9 265,710
Oil producing assets 10 6,356,022
Exploration and evaluation assets Il 2,316,585
Total non-current assets 8,938,317
Total assets 16,274,486
Current liabilities
Trade and other payables 12 323,421
Provisions 13 44230
Total current liabilities 367,651
Non-current liabilities
Provisions 13 246,552
Total non-current liabilities 246,552
Total liabilities 614,203
Net assets 15,660,283
Equity
Share capital 14 16,605,402
Options reserve 14 49,039
Accumulated loss (994,158)
Total equity 15,660,283

The above consolidated statement of financial position should be read in
conjunction with the accompanying notes.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
for the period ended 30 June 2010

Accumulated
Issued capital Option Reserve Loss Total

Transactions with owners in their

capacity as owners

Shares issued 10,739,649 - - 10,739,649
Capital raising costs (594,500) - - (594,500)
Rights issue 6,552,428 - - 6,552,428
Rights issue costs (92,175) - - (92,175)
Share-based payment - 49,039 - 49,039

16,605,402 49,039 - 16,654,441

Comprehensive loss for the period - - (994,158) (994,158)
Balance at 30 June 2010 16,605,402 49,039 (994,158) 15,660,283

The above consolidated statement of changes in equity should be read in conjunction with the accompanying notes.

CONSOLIDATED STATEMENT OF CASH FLOWS
for the period ended 30 June 2010

Cash flows from operating activities

Receipts from customers 660,373
Payments to suppliers and employees (1,473,627)
Interest received 68,740
Net cash used in operating activities 16 (744,514)

Cash flows from investing activities

Payments for plant and equipment (123,376)
Payments for exploration and evaluation expenditure (66,244)
Payments for oil producing assets (2,719,935)
Cash acquired upon acquisition of subsidiary 7,367
Investment in subsidiary (5,908,350)
Net cash used in investing activities (8,767,963)

Cash flows from financing activities

Proceeds from issue of shares 17,292,077
Payment of share issue costs (686,675)
Net cash used in financing activities 16,605,402
Cash and cash equivalents at end of period 6 7,050,352

The above statement of cash flows should be read in conjunction with the
accompanying notes.
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NOTES TO THE FINANCIAL STATEMENTS for the period ended 30 June 2010

I. General Information

The financial report covers Bridgeport Energy Limited (‘the Parent Entity’), a non-listed public Group, incorporated and
domiciled in Australia, and the entities it controls (the ‘Group’) for the |0 months ended 30 June 2010. Bridgeport's

operations comprise oil production, development, exploration and investment in the resources industry.
Bridgeport’s registered office is Level 7, | || Pacific Highway, North Sydney, NSW 2026 AUSTRALIA.
The financial statements are presented in English and Australian dollars.

The financial report was authorised for issue by the Directors on 28th October 2010.

2. Summary of significant accounting policies

The principal accounting policies adopted in the preparation of the financial report are set out below.

(a) Basis of preparation
This general purpose financial report has been prepared in accordance with Australian Accounting Standards, other
authoritative pronouncements of the Australian Accounting Standards Board, Urgent Issues Group Interpretations and the

Corporations Act 2001.These financial statements comply with International Financial Reporting Standards (IFRS).

Historical cost convention

These financial statements have been prepared under the historical cost convention.

Rounding of amounts

All financial information in the financial report has been rounded to the nearest dollar, unless otherwise stated.

Critical accounting estimates
The preparation of financial statements requires management to make judgements, estimates and assumptions that affect
the application of accounting policies and the reported amounts of assets, liabilities, income and expenses. Actual results

may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised
in the period in which the estimate is revised and in any future periods affected. In particular information about significant
areas of estimation, uncertainty and critical judgements in applying accounting policies that have the most significant effect

on the amount recognised in the financial statements are described in the following notes:

* intangibles;
* share based payments; and

* provisions.

Financial Statement Presentation

The Group has applied the revised AASB 101 Presentation of Financial Statements which became effective on | January
2009.The revised standard requires the separate presentation of a Statement of Comprehensive Income and a Statement
of Changes in Equity. All non-owner changes in equity must now be presented in the Statement of Comprehensive

Income. As this is the first reporting period of the Group comparative information has not been re-stated.
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Initial Reporting Period

The Parent Entity was incorporated on 29 May 2009 and acquired 100% of the issued share capital of Oilwells of Kentucky
Incorporated (a company registered in Delaware, Maryland, United States of America) (OWK’) who in turn holds a 60%
interest in the Oilwells of Kentucky Incorporated Joint Venture (‘(OWKJV’) on 31 August 2009. This reporting period is
therefore the initial reporting period of the Parent Entity and the group and covers a period of | 3 months and |0 months

respectively.

(b) Basis of consolidation
The consolidated financial statements comprise the financial statements of Bridgeport and its subsidiaries as at the

reporting date (‘the Group').

Subsidiaries are all those entities over which the Group has the power to govern the financial and operating policies so as
to obtain benefits from their activities. The existence and effect of potential voting rights that are currently exercisable or

convertible are considered when assessing whether the Group controls another entity.

The financial statements of the subsidiaries are prepared for the same reporting period as the parent Group, using

consistent accounting policies.

In preparing the consolidated financial statements, all inte~Group balances and transactions, income and expenses and

profit and losses resulting from intra-Group transactions have been eliminated in full.

Subsidiaries are fully consolidated from the date on which control is obtained by the Group and cease to be consolidated

from the date on which control is transferred out of the Group.

The acquisition of subsidiaries is accounted for using the purchase method of accounting. The purchase method of
accounting involves allocating the cost of the business combination to the fair value of the assets acquired and the liabilities

and contingent liabilities assumed at the date of acquisition.

Minority interests not held by the Group are allocated their share of net profits after tax in the Statement of Comprehensive
Income and are presented within equity in the consolidated Statement of Financial Position, separately from parent

shareholders’ equity.

(c) Segment Reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating
decision maker. The chief operating decision maker, who is responsible for allocating resources and

assessing performance of the operating segments, has been identified as the Chief

Executive Officer.

(d) Interest in jointly controlled operations
The Group accounts for its'interests in joint controlled operations
by applying the line-by-line proportionate consolidation
method. The Group's share of the assets, liabilities, revenue
and expenses of jointly controlled operations are
included in the appropriate items of the Statement

of  Comprehensive Income and Statement of

Financial Position.
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(e) Income tax

The income tax expense or revenue for the period is the tax payable on the current period's taxable income based on
the national income tax rate for each jurisdiction adjusted by changes in deferred tax assets and liabilities attributable to
temporary differences between the tax bases of assets and liabilities and their carrying amounts in the financial statements,

and to unused tax losses.

Deferred tax assets and liabilities are recognised for temporary differences at the tax rates expected to apply when the
assets are recovered or liabilities are settled, based on those tax rates which are enacted or substantively enacted for each
jurisdiction. The relevant tax rates are applied to the cumulative amounts of deductible and taxable temporary differences
to measure the deferred tax asset or liability. An exception is made for certain temporary differences arising from the
initial recognition of an asset or a liability. No deferred tax asset or liability is recognised in relation to these temporary
differences if they arose in a transaction, other than a business combination, that at the time of the transaction did not

affect either accounting profit or taxable profit or loss.

Deferred tax assets are recognised for deductible temporary differences and unused tax losses only if it is probable that

future taxable amounts will be available to utilise those temporary differences and losses.

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

asset and settle the liability simultaneously.

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

equity.

(f) Revenue recognition
(i) Sale of goods
Revenue from the sale of goods is recognised when all significant risks and rewards of ownership have been transferred

to the buyer. In most cases, this coincides with the transfer of legal title or the passing of possession to the buyer.

(i) Interest revenue

Interest revenue is recognised using the effective interest method.

(g) Cash and cash equivalents
For Statement of Cash Flows presentation purposes, cash and cash equivalents includes cash on hand, deposits held at call
with financial institutions, other short term, highly liquid investments that are readily convertible to known amounts of cash

and which are subject to an insignificant risk of changes in value and bank overdrafts.

(h) Property, plant and equipment

Property, plant and equipment is carried at cost less accumulated depreciation and impairment losses. Depreciation is
calculated on a straight line basis to write off the net cost of each item of property, plant and equipment (excluding land)
over its expected useful life to the Group. Estimates of remaining useful lives are made on a regular basis for all assets, with

annual reassessments for major items.
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The depreciation rates used for each class of depreciable assets are:

Office equipment 33%
Computer equipment 33%
Software 33%
Motor vehicles 20%
Road improvements 4%

Office improvements 50%
Field production items 10%

(i) Inventory

Inventories include petroleum products and consumables and are
valued at the lower of cost and net realisable value. Net realisable
value is the estimated selling price in the ordinary course of business,

less the estimated costs of completion and selling expenses.

Costs incurred in bringing each product to its present location and

condition are accounted for as follows:

Petroleum products
Cost is derived on an absorption costing basis and includes direct operating costs and an appropriate portion of fixed

and variable overheads.

Consumables
Consumables includes drilling and maintenance stocks, which include plant spares, consumables and maintenance and

drilling tools used for ongoing operations. They are valued at cost.

() Trade and other payables
These amounts represent liabilities for goods and services provided to the Group prior to the end of the financial period

which are unpaid. The amounts are unsecured and are usually paid within 30 days of recognition.

(k) Contributed equity
Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of the new shares or options

are shown in equity as a deduction, net of tax, from the proceeds.

(I) Goods and Service Tax (GST)
Revenues, expenses and assets are recognised net of the amount of associated GST, unless the GST incurred is not
recoverable from the taxation authority. In this case it is recognised as part of the cost of acquisition of the asset or as

part of the expense.

Receivables and payables are stated inclusive of the amount of GST receivable or payable. The net amount of GST
recoverable from, or payable to, the taxation authority is included with other receivables or payables in the Statement of

Financial Position.
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Cash flows are presented on a gross basis. The GST components of cash flows arising from investing or financing activities

which are recoverable from, or payable to the taxation authority, are presented as operating cash flow.

(m) Share-based payments
When goods or services received are acquired in a share-based payment transaction, they are recognised as expenses
or assets, as determined by the nature of the goods or services received, over the vesting period attached to the equity

instrument acquired in the transaction. A corresponding increase is recognised in equity.

The goods or services are measured by reference to the fair value of goods or services received, or where this is not
possible, indirectly, by reference to the equity instrument acquired. The fair value of the equity instrument is measured at

grant date.

(n) Exploration and evaluation assets
Exploration and evaluation expenditures incurred are accumulated in respect of each identifiable area of interest and are

carried forward in the Statement of Financial Position where:
(i) rights to tenure of the area and participating interest are current; and

(i) one of the following conditions is met:
* such costs are expected to be recouped through successful development and exploitation of the area of interest
or alternatively, by its sale; or
* exploration and/or evaluation activities in the area of interest have not, at Statement of Financial Position date, yet
reached a stage which permits a reasonable assessment of the existence or otherwise of economically recoverable

reserves and active and significant operations in, or relation to, the areas are continuing.

28




A regular review is undertaken of each area of interest to determine the appropriateness of continuing to carry forward

costs in relation to that area of interest.

Accumulated expenditure on areas that have been abandoned, or are considered to be of no value, are written off in the

period in which such a decision is made.

Expenditure relating to pre-exploration activities (such as for new venture work) is written off to the Statement of

Comprehensive Income during the period in which the expenditure is incurred.

When production commences, the accumulated costs for the relevant area of interest will be amortised over the life of

the area according to the rate of depletion of the economically recoverable reserves.

(o) Intangible assets

QOil producing assets

The costs of oil and gas assets in production are separately accounted for as tangible and intangible assets and include
past exploration and evaluation costs, pre-production development costs and the ongoing costs of continuing to develop

reserves for production and to expand or replace plant and equipment and any associated land and buildings.

Assets in development

When the technical and commercial feasibility of an undeveloped oil or gas field has been demonstrated the field enters
its development phase. The costs of oil and gas assets are transferred from exploration and evaluation expenditure and
reclassified into development phase and include past exploration and evaluation costs, development drilling and other

subsurface expenditure, surface plant and equipment and any associated land and buildings.
When full commercial operation commences, the accumulated costs are transferred into oil and gas — producing assets.

QOil and gas assets are subject to depletion in accordance with the following policy:

Depletion charges are calculated using a unit of production method which will amortise the cost of carried
forward exploration, evaluation and development expenditure over the life of the estimated proven plus probable
reserves (“2P") reserves in a cash generating unit, together with the development expenditure necessary to

develop the hydrocarbon reserves in the respective cash-generating units.

(p) Rehabilitation obligations

Provisions for future environmental restoration are recognised where there is a present obligation as a result of
exploration, development, production, or storage activities having been undertaken, and it is probable that an
outflow of economic benefits will be required to settle the obligation. The estimated future obligations include

the costs of removing facilities, abandoning wells and restoring the affected areas.

The provision for future restoration costs is the best estimate of the present value of the expenditure required

to settle the restoration obligation at the reporting date. Future restoration costs are reviewed annually and any
changes in the estimate are reflected in the present value of the restoration provision at reporting date, with a

corresponding change in the cost of the associated asset.
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The amount of the provision for future restoration costs relating to exploration, development and production facilities is

capitalised and depleted as a component of the cost of those activities.
The unwinding of the effect of discounting on the provision is recognised as a finance cost.

(q) Impairment

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 Statement of Comprehensive

Income.

(r) New standards and interpretations not yet adopted
The following standards, amendments to standards and interpretations have been identified as those which may impact
the entity in the period of initial application. They are available for early adoption at 30 June 2010 but have not been

applied in preparing this financial report:

Analysis of changes — Accounting Standards
The following standards are considered applicable to the Group and will be adopted during the first annual reporting

period after the effective date of each pronouncement.

Australian Accounting Standards

Operative Date
(Annual reporting

periods beginning

Issue Date on or after)
9 Financial Instruments Dec 2009 | Jan 2013
1053 Application of Tiers of Australian Accounting Standards | June 2010 [ Jul 2013
2009 -5 Further Amendments to Australian Accounting May 2009 | Jan 2010
Standards arising from the Annual Improvements
Project
[AASB 5,8, 101,107, 117,118,136 & 139]
2009 -8 Amendments to Australian Accounting Standards — Jul 2009 | Jan 2010
Group Cash-settled Share-based Payment Transactions
[AASB 2]
2009 - 10 Amendments to Australian Accounting Standards — Oct 2009 | Feb 2010
Classification of Rights Issues [AASB [32]
2009 — 12 Amendments to Australian Accounting Standards Dec 2009 [ Jan 2011

[AASBs 5,8, 108, 110, 112,119, 133,137,139, 1023 &
031 and Interpretations 2,4, 16, 1039 & 1052]

2010-2 Amendments to Australian Accounting Standards June 2010 [ Jul 2013
arising from Reduced Disclosure Requirements
2010-3 Amendments to Australian Accounting Standards June 2010 [ Jul 2010

arising from the Annual Improvements Project
[AASB 3, AASB 7,AASB 121,AASB 128, AASB |31,
AASB 32 & AASB 139]

2010-4 Further Amendments to Australian Accounting June 2010 [ Jul 201 1
Standards arising from the Annual Improvements
Project

[AASB |, AASB 7,AASB 101 &AASB |34 and
Interpretation 3]
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Australian Interpretations

Operative Date
(Annual reporting
periods beginning
Issue Date on or after)

19 Extinguishing Financial Liabilities with Equity Dec 2009 [ Jul 2010

Instruments

Main features of newly issued or amended Australian Accounting Standards
The following standards should be adopted by an entity during the first annual reporting period commencing after the
effective date of each pronouncement. In certain circumstances earlier adoption may be permitted, refer to the full

pronouncements for further detail.

AASB 9 Financial Instruments

AASB 9 includes requirements for the classification and measurement of financial assets resulting from the first part of
Phase | of the IASB's project to replace IAS 39 Financial Instruments: Recognition and Measurement (AASB |39 Financial
Instruments: Recognition and Measurement). These requirements improve and simplify the approach for classification and
measurement of financial assets compared with the requirements of AASB 139.The IASB plans to complete its work
on financial liabilities during 2010 and will issue requirements for financial liabilities that will be included in AASB 9 in

due course.
The main changes from AASB |39 are described below.

Financial assets are classified based on (a) the objective of the entity's business model for managing the financial assets; and
(b) the characteristics of the contractual cash flows.This replaces the numerous categories of financial assets in AASB |39,
each of which had its own classification criteria. Application guidance has been included in AASB 9 on how to apply the

conditions necessary for amortised cost measurement.

AASB 9 allows an irrevocable election on initial recognition to present gains and losses on investments in equity instruments
that are not held for trading in other comprehensive income. Dividends in respect of these investments that are a return

on investment can be recognised in profit or loss and there is no impairment or recycling on disposal of the instrument.

Financial assets can be designated and measured at fair value through profit or loss at initial recognition if doing so
eliminates or significantly reduces a measurement or recognition inconsistency that would arise from measuring assets or

liabilities, or recognising the gains and losses on them, on different bases.

Hybrid contracts with financial asset hosts are classified and measured in their entirety in accordance with the classification
criteria. Embedded derivative assets that are separated from financial liability or non-financial hosts in accordance with
AASB 39 are to be accounted for in accordance with AASB 9.

Investments in unquoted equity instruments (and contracts on those investments that must be settled by delivery of
the unquoted equity instrument) must be measured at fair value. However; in limited circumstances, cost may be an

appropriate estimate of fair value.

Investments in contractually linked instruments that create concentrations of credit risk (tranches) are classified and
measured using a ‘look through’ approach. Such an approach looks to the underlying assets generating cash flows and
assesses the cash flows against the classification criteria (discussed in (a) above) to determine whether the investment is

measured at fair value or amortised cost.
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Financial assets are reclassified when there is a relevant change in the entity’s business model changes.
Directors have been unable to determine the effect of these changes on the financial statements.

AASB 1053 Application of Tiers of Australian Accounting Standards

This Standard establishes a differential financial reporting framework consisting of two Tiers of reporting requirements for
preparing general purpose financial statements:

(a) Tier I:Australian Accounting Standards; and

(b) Tier 2: Australian Accounting Standards — Reduced Disclosure

Tier 2 comprises the recognition, measurement and presentation requirements of Tier | and substantially reduced

disclosures corresponding to those requirements.

The following entities apply Tier | requirements in preparing general purpose financial statements:
(a) for-profit entities in the private sector that have public accountability (as defined in this Standard); and

(b) the Australian Government and State, Territory and Local Governments.

The following entities apply either Tier 2 or Tier | requirements in preparing general purpose financial statements:
(a) for-profit private sector entities that do not have public accountability;
(b) all not-for-profit private sector entities; and

(c) public sector entities other than the Australian Government and State, Territory and Local Governments.

Public accountability means accountability to those existing and potential resource providers and others external to
the entity who make economic decisions but are not in a position to demand reports tailored to meet their particular
information needs. A for-profit private sector entity has public accountability if:

(a) its debt or equity instruments are traded in a public market or it is in the process of issuing such instruments for
trading in a public market (a domestic or foreign stock exchange or an over-the-counter market, including local and
regional markets); or

(b) it holds assets in a fiduciary capacity for a broad group of outsiders as one of its primary businesses. This is typically the

case for banks, credit unions, insurance companies, securities brokers/dealers, mutual funds and investment banks.

AASB 2009-5 Amendments Further Amendments to Australian Accounting Standards arising from the Annual
Improvements Project [AASB 5,8, 101, 107,117,118, 136 & 139]
AASB 2009-5 results from the International Accounting Standards Board's annual improvements project. The annual

improvements project provides a vehicle for making non-urgent but necessary amendments to accounting standards.

The amendments to some Standards result in accounting changes for presentation, recognition or measurement purposes,
while some amendments that relate to terminology and editorial changes are expected to have no or minimal effect on

accounting. The subjects of the principal amendments to the Standards are set out in the preface to the standard.

AASB 2009-8 Amendments to Australian Accounting Standards — Group Cash-settled Share-based PaymentTransactions
[AASB 2]

AASB 2009-8 clarifies the scope of AASB 2 by requiring an entity that receives goods or services in a share-based
payment arrangement to account for those goods or services no matter which entity in the group settles the transaction,

and no matter whether the transaction is settled in shares or cash.

The amendments incorporate the requirements previously included in Interpretation 8 and Interpretation || and as a

consequence these two Interpretations are superseded by the amendments.
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AASB 2009-10 Amendments to Australian Accounting Standards — Classification of Rights Issues [AASB 132]
The amendments clarify that rights, options or warrants to acquire a fixed number of an entity's own equity instruments
for a fixed amount in any currency are equity instruments if the entity offers the rights, options or warrants pro rata to all

existing owners of the same class of its own non-derivative equity instruments.

AASB 2009-12 Amendments to Australian Accounting Standards [AASBs 5,8, 108, 110, 112, 119, 133, 137,139, 1023 &
1031 and Interpretations 2,4, 16, 1039 & 1052]

The amendment to AASB 8 requires an entity to exercise judgement in assessing whether a government and entities
known to be under the control of that government are considered a single customer for the purposes of certain operating

segment disclosures.

This Standard also makes numerous editorial amendments to a range of Australian Accounting Standards and Interpretations,

including amendments to reflect changes made to the text of IFRSs by the IASB.
These amendments have no major impact on the requirements of the amended pronouncements.

AASB 2010-2 Amendments to Australian Accounting Standards arising from Reduced Disclosure Requirements
This Standard gives effect to Australian Accounting Standards — Reduced Disclosure Requirements. AASB 053 provides
further information regarding the differential reporting framework and the two tiers of reporting requirements for

preparing general purpose financial statements.

AASB 2010-3 Amendments to Australian Accounting Standards arising from the Annual Improvements Project [AASB
3,AASB 7,AASB 121,AASB 128,AASB 131,AASB 132 & AASB 139]

The subjects of the principal amendments to the Standards are set out below:

AASB 3 Business Combinations
*  Measurement of non-controlling interests
* Unreplaced and voluntarily replaced share-based payment awards

« Transition requirements for contingent consideration from a business combination that occurred before the effective
date of the revised AASB 3 (2008)

AASB 2010-4 Further Amendments to Australian Accounting Standards arising from the Annual Improvements Project
[AASB I,AASB 7,AASB 101 & AASB 134 and Interpretation 13]

The subjects of the principal amendments to the Standards are set out below:

AASB | First-time Adoption of Australian Accounting Standards
* Accounting policy changes in the period of adoption

* Revaluation basis as deemed cost

* Use of deemed cost for operations subject to rate

regulation

AASB 7 Financial Instruments: Disclosures

¢ Clarification of disclosures

AASB 101 Presentation of Financial Statements

*  Clarification of statement of changes in equity

AASB 134 Interim Financial Reporting

* Significant events and transactions

Interpretation |3 Customer Loyalty Programmes

e Fair value of award credits
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2010
$
3.Revenue
Revenue comprises the following:
Revenue from the sale of oil 731,007
Management fees 154,253
885,260
4. Expenses
The following are included in other expenses:
Accounting, audit and taxation fees 32,091
Entertainment 4178
General expenses 137,066
OWK acquisition expenses 150,648
Printing and stationery 25,718
Telephone and internet 14,118
363,818
5.Income tax
Prima facie income tax benefit calculated at 30% on the
operating (loss)/profit from ordinary activities 298,247
Expenditure claimed as deduction -
Non deductible expenses (99,794)
Tax effect of losses carried forward 198,453
Estimated Tax losses carried forward 661,510

The potential future income tax benefit arising from tax losses and timing differences has not been recognised as an
asset because recovery of tax losses is not probable and recovery of timing differences is not assured beyond reasonable

doubt.

The potential future income tax benefit will be obtained if:

i.  The relevant company derives future assessable income of a nature and an amount sufficient to enable the benefit to
be realised, or the benefit can be realised by another company in the Group in accordance with Division 170 of the
Income Tax Assessment Act 1997;

ii. The relevant company and/or Group continues to comply with the conditions for deductibility imposed by the Act;
and

iii.  No changes in tax legislation adversely affect the Company and/or the Group in realising the benefit.
Bridgeport Energy Limited and its wholly-owned subsidiaries have formed a tax consolidation Group.

On formation of the tax consolidation Group, the entities entered into a tax sharing agreement which, in the opinion of
the Directors, limits the joint and several liability of the wholly-owned subsidiaries in the case of a default by the head

entity, Bridgeport Energy Limited.
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The entities have also entered into a tax funding agreement under which the wholly-owned entities fully compensate
Bridgeport Energy Limited for any current tax payable assumed and are compensated by Bridgeport Energy Limited for
any current tax receivable and deferred tax assets relating to unused tax losses or unused tax credits that are transferred
to Bridgeport Energy Limited under the tax consolidation legislation. The funding amounts are determined by reference

to the amounts recognised in the wholly-owned entities’ financial statements.

The amounts receivable/payable under the tax funding agreement are due upon receipt of the funding advice from the

head entity, which is issued as soon as practicable after the end of each financial period.

6. Cash and cash equivalents

Cash at bank 7,050,252
Petty cash 100
7,050,352

Risk exposure
The Group's and the parent entity's exposure to interest rate risk is discussed in note 25.The maximum exposure to credit

risk at the reporting date is the carrying amount of each class of cash and cash equivalents mentioned above.

7.Trade and other receivables

Trade debtors 122,730
Deposits 35,000
GST receivable 26,150
Other receivables 60,097
Prepayments 25,021

268,998

Past due but not impaired

As of 30 June 2010 there were no trade receivables that were past due but not impaired.

Trade receivable aging analysis

0 — 3 Months 122,730

3 — 6 months -
122,730

Fair value and credit risk

Due to the short-term nature of these receivables, their carrying amounts are assumed to approximate their fair value.
The maximum exposure to credit risk at the reporting date is the carrying amount of each class of receivables mentioned
above. Refer to note 25 for more information on the risk management policy of the Group and the credit quality of the

entity's trade receivables.

8. Inventory

Stock on hand 16,819

Stock on hand relates to crude oil available for sale at the reporting date.
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9. Plant and equipment

Computer equipment at cost 26476
Accumulated depreciation (7,112)
Written down value 19,364
Software at cost 6,486
Accumulated depreciation (3916)
Written down value 2,570
Office equipment at cost 14,468
Accumulated depreciation (3,409)
Written down value 11,059
Office improvements at cost 40,535
Accumulated depreciation -
Written down value 40,535
Plant and equipment at cost 203,274
Accumulated depreciation (32,265)
Written down value 171,009
Motor vehicle at cost 10,740
Accumulated depreciation (1,846)
Written down value 8,894
Road improvements at cost 12,777
Accumulated depreciation on road improvements (498)
12,279
265,710

Reconciliation

Reconciliation of the carrying amount of fixed assets for the current financial period is set out below:

Computer Computer  Office Office Plant and Motor Road

Equipment ~ Software  Equipment Improvements Equipment  Vehicles  Improvements

Opening balance - - - - - - _ _

Additions 26,476 6,486 14,468 40,535 203274 10,740 12,773 314,756
Disposals - - - - - - - -
Depreciation 7,112y (3916)  (3,409) - (32,265)  (1,846) (498)  (49,046)
Written down value 19,364 2,570 11,059 40,535 171,009 8,894 12,279 265,710
Impairment

For the purposes of impairment assessment the carrying value of the plant and equipment above has been included in the

Utopia cash generating unit. Details of this are included in note 10.
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10. Oil Producing Assets

At cost 6,393,330
Accumulated amortisation (37,308)
Written down value 6,356,022

Reconciliation
Reconciliation of the carrying amount of oil producing assets for the current

financial period is set out below:

Opening balance -

Acquired through the acquisition of subsidiary 3,426,843

Additions at cost 2,719,935

Restoration provision 246,552

Amortisation (37,308)

Closing balance 6,356,022
Impairment

As a result of testing for indicators of impairment Management identified that the loss generated for the period was a
possible indicator of impairment. In accordance with AASB |36 the Group has calculated the recoverable amount of each
cash — generating unit, and where the recoverable amount of the cash generating unit is lower than its carrying value the
cash generating unit is written down to its recoverable amount. The Utopia field has been identified as the Group's only

cash generating unit.

The recoverable amount of the cash generating unit has been based on the higher of its fair value less costs to sell and
value in use. Fair value less costs to sell has been based on similar market transactions. Value in use has been calculated
using a discounted cash flow forecast with the following key assumptions:

»  Oil price of US$75/barrel;

* Qi price escalation 2.5%;

* Inflation 3%;

* Discount rate 12%;and

*  Exchange rate to the US$ of 0.85

Sensitivity Analysis
If the discount rate was increased to 20% and the exchange rate to 0.90 the recoverable amounts of the cash generating

units would still be in excess of their carrying values.

As a result of the above, no impairment losses were recognised in the period ended 30 June 2010.
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I 1. Exploration and evaluation assets

Opening balance

Acquired through acquisition of subsidiary 2,250,342
Additions at cost 66,234
Closing balance 2,316,585

Recoverability of the carrying amount of the exploration and evaluation assets is dependent on successful development

and commercial exploitation, or alternatively, sale of the respective areas of interest.

Management has considered whether indicators of impairment exist in relation to exploration and evaluation expenditure
with reference to AASB 6 “exploration for and evaluation of mineral resources”.Where no indicators of impairment are
identified no impairment testing is performed. Where an indicator of impairment is identified, management policy is to

impair the asset until such time as there is an indicator of reversal of impairment.

12.Trade and other payables

Trade payables 222,092
Other payables 101,329
323,421

13. Provisions

Current
Provision for employee benefits 44,230

Non current
Restoration provision 246,552

Nature and timing of provisions
Employee entitlements
Employee entitlements include accruals for annual leave. The entire obligation is presented as current, since the Group

expects all employees to take the full amount of accrued leave within the next |2 months.

Restoration provision

The restoration provision represents the present value of the future sacrifice of economic benefits that will be required to
remove equipment, abandoning wells and meeting environmental obligations for the areas under the retention leases after
production activities have been completed. The estimate has been based on current estimated costs to plug and abandon
comparative wells inflated at 3% to the date the restoration is expected to crystallise and discounted to the net present

value using the Group's discounting rate of 12%.

Reconciliation of movements in provisions
Employee entitlements
Opening balance -
Charge to profit and loss 44,230
Balance 30 June 44,230

Restoration provision

Opening balance -
Charge to oil producing assets 246,552
Balance 30 June 246,552
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14. Share Capital

Number of Value Attributable
shares $ Costs $ Net $
Opening balance - - - -
Issued on incorporation 2 2 - 2
Issued on 6 July 2009 for $0.00001/share 12,500,000 95 - 95
Issued on 3 August 2009 for $0.076930/share 6,499,415 500,000 - 500,000
Issued on |5 September 2009 for $0.157/share 21,000,000 3,300,000 - 3,300,000
Issued on |5 September 2009 for $0.20/share 15,435,000 3,087,000 (594,500)* 2,492,500
Issued on 21 October 2009 for $0.20/share 7,500,000 1,500,000 - 1,500,000
Issued on 16 November 2009 for $0.20/share 9,787,750 1,957,550 - 1,957,550
Issued on |0 December 2009 for $0.20/share 125,000 25,000 — 25,000
Issued on 10 February 2010 for $0.20/share 1,850,000 370,000 - 370,000
Issued in June 2010 for $0.30/share 21,841,428 6,552,428 (92,173) 6,460,255
On issue at 30 June 2010 96,538,595 17,292,075 (686,673) 16,605,402

*Attributable costs relate to the August and September 2009 capital raisings

Ordinary shares

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. 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.

Ordinary shares have no par value and the company does not have a limited amount of authorised capital.

Capital risk management
The Group's and the parent entity’s objectives when managing capital are to safeguard their ability to continue as a going
concern, so that they can continue to provide returns for shareholders and benefits for other stakeholders and to maintain

an optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the Group may adjust the amount of dividends paid to shareholders,

return capital to shareholders, issue new shares or sell assets to reduce debt.

Consistently with others in the industry, the Group and the parent entity monitor capital on the basis of the gearing ratio.
This ratio is calculated as net debt divided by total capital. Net debt is calculated as total borrowings (including ‘borrowings’
and ‘trade and other payables' as shown in the Statement of Financial Position) less cash and cash equivalents. Total capital

is calculated as ‘equity’ as shown in the Statement of Financial Position (including minority interest) plus net debt.

I5. Options Reserve

Number of Exercise Exercise $
Options Date $

Issued on |6 September 2009" 7,500,000 I5-Sep-14 20 cents -
Issued on |7 November 2009" 7,500,000 | 6-Nov- 14 20 cents —
Issued on | November 2009 7,500,000 31-Oct-14 20 cents -
Issued on |6 September 2009" 2,500,000 [5-Sep-13 35 cents -
Issued on 4 August 2009 5,000,000 3-Aug-13 35 cents 49,039

30,000,000 49,039

AThese options were granted to subscribers of the Group’s share capital as incentives to take up shares in the Group and have
therefore not been valued.

39



o [
I Bridgeport

EMERGY

FINANCIAL STATEMENTS (continued)

The options reserve is used to recognise:
* the grant date fair value of options issued to employees but not exercised; and

* the grant date fair value of shares issued to employees

Fair value of options granted
Fair values at grant date are independently determined using a Black-Scholes option pricing model that takes into account
the exercise price, the term of the option, the impact of dilution, the share price at grant date and expected volatility of

the underlying share, the expected dividend vield and the risk-free interest rate for the term of the option.

The model inputs for options granted during the period ended 30 June 2010 included:
a) Options are granted for no consideration;

b) Exercise price of $0.35;

c) Grant dates of 4 August 2009;

d) Expiry date of 3 August 2013;

e) The options vest immediately;

f)  Share price at grant date of $0.20;

g) Expected volatility of the company's shares [40%;

h) Expected dividend yield 0.0%

i) Risk free rate 5%; and

Expected volatility is based on comparable listed company share price volatility. Each of these assumptions has been based
on two periods’ historic volatility data. The valuation per option has been determined at $0.0251 per option. The dividend
rate is based on the past Group practice and the Risk free rate is determined with reference to medium term government
bonds.

16. Reconciliation of loss after tax to net cash flow from operating activities

Loss after taxation (994,158)
Add back:

Depreciation and amortisation 86,354
Foreign exchange loss 28,089
Interest received (69,386)
Options reserve movement 49,039

Movement in working capital:

Movement in trade and other receivables (225,532)
Movement in inventory (16,819)
Movement in provisions 44,230
Movement in trade and other payables 353,669
(744,514)
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17.Auditors’ remuneration
Audit Services

Audit of the annual financial statements -

Other Services

Other 30,000
Taxation services 67,850
97,850

18. Investment in controlled entities

Country of incorporation Percentage of INVESTMENT
equity interest held by 2010
the parent $
Oilwells of Kentucky Incorporated United States of America 100% 5,908,350
Bridgeport Energy (QLD) Australia 100% 2
5,908,352

19. Business Combinations
Bridgeport Energy Limited (“Bridgeport’) acquired 100% of the issued share capital of Oilwells of Kentucky Incorporated
(‘OWK') on 29 August 2009.

OWK's principle business is exploration for and production of oil and it's key assets were:
* a60% interest in the Oilwells of Kentucky Joint Venture (OWKJV'); and
* the exploration permit ATP 560.

Transaction costs in relation to the acquisition amounting to $150,648 have been expensed in the statement of

comprehensive income for the period.

The values of the assets acquired and liabilities assumed have been valued at acquisition date, generally using fair values. In
determining the fair value of oil producing and exploration assets Bridgeport has engaged an internally appointed expert

to determine the fair values.
No goodwill has been recognised on acquisition.

Details of the purchase price allocation for the OWK acquisition are as follows:

Carrying Fair

value value
Cash and cash equivalents 7,367 7,367
Trade and other receivables 59,987 59,987
Plant and equipment 242496 242496
Oil producing assets 3,103,697 3,426,843
Exploration and evaluation assets - 2292915
Trade and other payables (121,258) (121,258)
Net Assets acquired 5,908,350
Total purchase consideration 5,908,350
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20. Joint Venture

The Group’s share of the assets, liabilities, revenue and expenses of the OWKJV are included in the appropriate items of
the Statement of Comprehensive Income and Statement of Financial Position. The Group has a 60% interest in Petroleum
Lease 214, Queensland and associated oil production tangibles and intangibles. The principle activity of the Joint Venture is

the exploration and development for production of oil within the permit.

A summary of the financial position of the joint venture is noted below:

2010

$

60%

Current assets 220,883
Non current assets 6,103,702
Total assets 6,324,585
Current liabilities 122,618
Total liabilities 122,618
Net interest in the Joint Venture 6,201,967
Revenue 731,007
Expenses (827,842)
Net profit/(loss) (96,835)

21]. Loss per share

Basic earnings per share

Net profit / (loss) from continuing operations (994,158)
Net profit / (loss) attributable to members of Bridgeport Energy Limited (994,158)
Weighted average number of ordinary shares on issue used in the calculation of basic earnings per share 52,597,210

Diluted earnings per share
Net (loss) / profit from continuing operations (994,158)
Net (loss) / profit attributable to members of Bridgeport Energy Limited (994,158)

Weighted average number of ordinary shares on issue used in the calculation of diluted earnings per share 52,597,210

There are no instruments (e.g. share options) excluded from the calculation of diluted earnings per share that could

potentially dilute the earnings per share in the future because they are anti-dilutive.

There have been no transactions involving ordinary shares or potential ordinary shares that would significantly change
to number of ordinary shares or potential ordinary shares outstanding between the reporting date and the date of

completion of these financial statements.

22.Segments

Identification of reportable segments

The Group has identified its' operating segments from internal reports that are reviewed and used by the executive
management team (the chief operating decision maker's) in assessing performance and in the determining the allocation

allocation of resources. The Group has identified that it has a single segment being the Utopia oil fields.

42



23. Related parties
a) Subsidiaries

The consolidated financial statements include the financial statements of and its subsidiaries.

b) Ultimate parent

Bridgeport Energy Limited is the ultimate parent of the Group.

c) Key management personnel

Details relating to key management personnel, including remuneration paid, are included in note 24.

d) Transactions with related parties
Transactions with related parties are on normal commercial terms and conditions no more favourable than those available

to other parties unless otherwise stated.

24. Key management personnel
a) Details of key management personnel
The following were key management personnel of the Group at any time during the reporting period, unless otherwise

indicated individuals were employed for the entire period.

Directors

SURNAME FIRST POSITION DATE OF

NAME APPOINTMENT
Strasser Tony Executive Director — Chief Financial Officer/Company 2 June 2009
Secretary

Way Chris Executive Director — Chief Executive Officer 2 June 2009
Handley Pat Non Executive Director — Chairman of the Board 10 September 2009
Arnett Michael Non Executive Director 26 June 2009

Hua Vincent Non Executive Director 9 November 2009

b) Compensation of key management personnel
Income paid or payable, or otherwise made available in respect of the financial period, to all Directors of each entity in
the Group or Parent Entity from the entities of which they are Directors or any related party. The Directors are also the

key management personnel:

Executive Management

Short term benefits 481,989
Post-employment benefits 43,378
Other long-term benefits -
Total 525,367

Non-Executive Management

Short term benefits 60,000
Post-employment benefits 5,400
Other long-term benefits -
Total 65,400
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c) Option holdings of key management personnel (Consolidated)
The movement in the reporting period in the number of options over ordinary shares in Bridgeport Energy Limited held

directly, indirectly or beneficially by each key management person, including their related parties is as follows:

Opening Options Options Balance

Balance Granted Cancelled 30-Jun-10

Tony Strasser - 1,700,000 - 1,700,000
Chris Way - 1,700,000 - 1,700,000
Pat Handley — 2,000,000 - 2,000,000
Michael Arnett — 250,000 - 250,000
Vincent Hua - 3,150,000 - 3,150,000
- 8,800,000 - 8,800,000

d) Shareholding of key management personnel (Consolidated)

Opening Shares Shares Balance

Balance acquired disposed 30-Jun-10

Tony Strasser - 4,149,942 - 4,149,942
Chris Way - 5,504,842 - 5,504,842
Pat Handley - 3,000,000 - 3,000,000
Michael Arnett - 1,239,965 - 1,239,965
Vincent Hua - 4,725,000 - 4,725,000
- 18,619,749 - 13,894,749

25. Financial instruments

The Group's financial instruments exposure it to a variety of financial risks: market risk (including price risk), credit risk and
liquidity risk. The Group’s overall risk management program focuses on the unpredictability of the resources sector and
seeks to minimise potential adverse effects on the financial performance of the Group.The Group uses different methods
to measure different types of risk to which it is exposed. These methods include sensitivity analysis and aging analysis for

credit risk.

The Group holds the following financial instruments:

Carrying amount Fair value

Consolidated Consolidated
2010 2010

Financial assets

Cash 7,050,352 7,050,352
Receivables 243977 243977
7,294,329 7,294,329

Financial liabilities
Payables 12 323,421 323,421
323,421 323,421

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

bid price.
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The fair value of financial instruments that are not traded in an active market for example, investments in unlisted
subsidiaries is determined using valuation techniques. Techniques, such as estimated discounted cashflows, are used
to determine fair value for the remaining financial instruments. The carrying value less impairment provision of trade

receivables and payables are assumed to approximate their fair values due to their short-term nature.

a) Price Risk

The Group's market risk is the risk associated with resource sector changes in market prices, such as foreign exchange
rates notably the United States dollar and commodity prices, notably the price of oil which will affect the Group'’s income
from the sale of oil. The objective of market risk management is to manage and control market risk exposures within
acceptable parameters whilst optimising the return. The Group's current strategy is not to hedge against either currency

or commodity risk.

Sensitivity Analysis

The Group is directly affected by changes in foreign exchange rates and changes in the oil price. The Group is currently
heavily focussed on exploration and development with current revenue from operations not being significant therefore
movements within reasonable parameters of these risks would not have a material impact on the operations of

the Group.

b) Cash-flow and fair value interest rate risk

The Group's currently does not have any borrowings and is therefore not exposed to cash flow or interest rate risks.

c) Credit Risk

Credit risk is managed on a Group basis. Credit risk arises from cash and cash equivalents, favourable derivative financial
instruments and deposits with banks and financial institutions, as well as credit exposures, including outstanding receivables
and committed transactions. If w customers are independently rated, these ratings are used. Otherwise, if there is no
independent rating, risk control assesses the credit quality of the customer; taking into account its financial position, past

experience and other factors.

The following table summarises the aging profile of the Group’s financial assets

Total Neither

Total gross carrying past due or 30-60 60 -90 Individually
amount value impaired <30 days days days >90 days impaired

Consolidated

2010

Cashand cash 750357 7,050,352 - - - - - -
equivalents

Receivables 243977 243977 243977 243977 - - - -
Total 7294329 7294329 243,977 243,977 - - - -

d) Liquidity Risk

Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, the availability of funding
through an adequate amount of credit facilities. The Group manages liquidity risk by continuously monitoring forecast
and actual cash flows and matching the maturity profiles of financial assets and liabilities. Surplus funds are generally only

invested in instruments that are tradeable in highly liquid markets.

The following table summarises the maturity profile of the Group’s financial liabilities at 30 June 2010 based on contractual

undiscounted payments.
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FINANCIAL STATEMENTS (continued)

Weighted
Non Floating Average

Interest | Period or Over | to 5 More than 5 Interest Interest
Bearing Less Periods Periods Rate rate

Consolidated
2010

Financial Liabilities
Payables 12 323,421 323,421 - - - 323,421 -
323,421 323,421 - - - 323,421 -

26. Contingent liabilities
The Group has no contingent liabilities to report as at 30 June 2010.

27. Commitments
2010
$
Within one period:

Operating lease commitments

Office lease 93,054

Capital lease commitments

Expenditure requirements for ATP560 1,529,456
1,622,510

28. Subsequent events

Subsequent to balance date, the following material events are planned:

The consolidated entity has planned/commenced the following programmes

in its petroleum tenements:

Well Name/Other Permit Status

programme

Ubute- | ATP 560P Commence drilling November 2010
Utopia-10 PL214 Expected drilling: November 2010
Ufouria-1H PL214 Expected drilling: November 2010
3D Seismic PL214 December 2010/January 201 |

2D Seismic (60km) | ATP 560P November 2010
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29. Parent entity information

Information relating to Bridgeport Energy Pty Limited, trading as Bridgeport Energy (the Parent Entity):

2010
$

Current assets 7,171,575
Non-current assets 8,859,135
Total assets 16,030,710
Current liabilities 227,944
Total liabilities 227,944
Net assets 15,802,766
Share capital 16,605,402
Options reserve 49,039
Accumulated loss (851,674)
Total equity 15,802,766
Loss of the parent entity (851,674)
Comprehensive Loss of the parent entity (851,674)

Details of any guarantees entered into by the parent entity in relation to the debts of its subsidiaries

Details of any contingent liabilities of the parent entity

Details of any contractual commitments by the parent entity for the acquisition of property, plant or
equipment.

None
None

None
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DIRECTORS’ DECLARATION

The Directors declare that the financial statements and notes set out on pages 20 to 47:

a) comply with Accounting Standards, the Corporations Regulations 2001 and other mandatory professional reporting

requirements, and

b) give a true and fair view of the Group’s financial position as at 30 June 2010 and of its performance, as represented

by the results of its operations and its cash flows, for the financial period ended on that date.
In the Directors’ opinion:
a) the financial statements and notes are in accordance with the Corporations Act 2001; and

b) there are reasonable grounds to believe that Bridgeport Energy Limited will be able to pay its debts as and when they

become due and payable.

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

Chris Way
Chief Executive Officer
Dated: 28 October 2010
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INDEPENDENT AUDITORS® REPORT
To the members of Bridgeport Energy Limited
Report on the Financial Report

We have audited the accompanying financial report of Bridgeport Emergy Limited, which comprises the
statemnent of financial position as al 20 June 2010, and the statement of comprenensive income,
statemant of changas in aguity and statamant of cash flows for ihe panod anded on that date salsctad
explanatory notes and the directors’ declaration of Bridgeport Energy Limited (the consolidated entity).
The consolidated entity comprises Bridgeport Enaergy Limited and the antities it controlled at the years end
o Trom time Lo time during the linancial year.

Direclors’ Responsibility for the Financial Reporl

The directors of the Bridgepart Energy Limited are responsible for the preparation and fair presertation of
the financial report in accordance with Australian Accounting Standards (including the Australan
Accounting Interpretations) and the Corporations Act 2001. This responsibility includes establishing and
maintaining irternal contrals relevant to the preparation and fair presantation of the financial report that is
frea from material misstaternant, whether dus o frauwd or aerror; selecting and apphing appropriate
accounting policies; and making accounting estimates that are reasonable in the circumstances. In Note
1, the direclors also state, in accordance with Accounting Standard AASE 101 Prasentation of Financial
Staterments, that compliance with Australian Equivalents to Intarnational Financial Reporting Standards
ensures that the financial report, comprising the financial statements and notes, complies with
International Financial Reporting Standards.

Auditors’ Responsibility

Our responsibility is to exprass an opinion on the financial report based on our audit. We conducted our
audit in aceardance with Australian Auditing Standards. Thess Auditing Standards require that we comply
with relevant athical requirements ralating to audit engagements and plan and perform the audit 1o abtain
reasonable assurance whether the financial repor is fres from material misstatement.

An audit invohias parforming procedures to obtain awdil evidence about the amounis and disclosuras in
the financial raporl. The procedwres selacted depand on the auditors’ judgament, including the
assassment of the risks of material misstateamant of the financial report whether dus to fraud or error. In
making those risk assessments, the audior considers internal control relevant to the entity's preparation
and far presantation of the financial report in ordar to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinicn on the effectiveness of the entity's
intarnal control. An audit also includes evaluating the appropristaness of accounting policies used and the
reasonableness of accounting estimates made by the direciors, as well as evaluating tha overall
presantation of the financial report.

We beliave that the audit evidance we have obtainad s sufficient and appropriata to provida a basis for
our audit opinion.

Tel 61 20251 4100 | Fax 61 2 9240 9621 | waww. D, com.au
FHF | AEN 83 236 985 726

Lavel 10, 1 Mangarel Strest | Sydney | Mew Scuth Wales 2000 | Australia
DX 10173 | Syoney Stock Exchanga | New South Wales

Thiy FHF Easi Coast Praciion b o mamber of the PEF niemaional Limied network of iegally independent membes finmes. The PEF Bt Coasi Practoe b sl & membes of fhe
PHF Ausraiia Limited rakoral revsork of kegally indepsndent o sach iadng as PHF. PHF Basi Coast Practios has offices in MW, Wiarda and Brisbane. FHF Easi Coerst
Prosotiod oS not 000t sospoe bty of Babifty for D Doore of inootons on e part of any oiner indisideal mesmier S or s

Lizbilty vitod by a schome opproved undion Profiessional Etandonds Legiskaion.
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Independence

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

Auditors” Opinion

In our opinicn the financial report of Bridgepor Enengy Limited is in accordance with the Corporalions Act
2001, nchudmng:

(a)  giving a true and fair view of consolidated entity’s financial position as at 30 June 2010 and of its
parformance for the pariod ended on that date; and

1] comphing with Australian  Accounting Standards  (including the Australian  Accounting
Interpretations) and the Corporations Regulations 2001.
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AUDITORS' INDEPEMDENCE DECLARATION

Az auditor for the audit of Bridgeport Energy Limited for the period ended 30 June 2010, | declare that o
the best of my knowledge and belief there have been:

(a) no confraventions of the auditor independence requirements of the Corporations Act 2001 in relation
to the awdit; and

by no contraventions of any applicable code of professional conduct in relation t© the audit

This declaration is in respect of Bridgeport Enargy Limited and the entities it coniralled during the period.

Za

PKF

( ﬂ‘—-—-d’é—____ -
Bruce Gordon
Partner

Sydnay, 28 Dctober 2010
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