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ChAIRMAN’S
REpORT

Dear Shareholder

The year under report has been one characterized by a growing
anticipation that a number of the company’s projects are on

the cusp of signifcant advance. The downturn in the global
economic climate meant that the investigation of all our projects
had to proceed cautiously with the Board ensuring a strict and
responsible expenditure restraint applied to all operations.

To fnish the year with no debt and still approximately

$5 million in the bank is a tribute to responsible fnancial and
operational management.

The company’s fagship geothermal project, the Geelong
Geothermal Power Project (GGPP) has successfully advanced
to a stage whereby, subject to Government and Investor
funding, will see the drilling of two deep geothermal wells
during the second half of 2010. The Company has secured the
services of a suitable geothermal drilling rig and grant funding
from the Australian Government has been sought for the proof
of concept stage, while grant funding for the demonstration
stage has been sought from the Victorian State Government.
With the outstanding encouragement of the Geelong
community, including the Committee for Geelong and the City
of Greater Geelong, we have proactively sought private sector
funding and are confdent that the opportunity to make Geelong
a model renewable energy hub for South Eastern Australia is
too good not to ultimately succeed.

The creation of PT Geo Power Indonesia, within which
Greenearth Energy Ltd. has a 40% ownership, offers the
company the opportunity to participate in geothermal power
production projects (as distinct from exploration projects) in
proven geothermal felds in Indonesia. The “Ring of Fire” in
our near geographical region of South Eastern Asia and the
Pacifc Rim offers the Company extraordinary opportunities
to participate in conventional geothermal power production
projects, with none better than in Indonesia, the world’s third
most populated nation.

The Company has determinedly been alert to the opportunity
to secure strategic stakes in innovative technology in the
renewable energy sector. This is demonstrated by our
investment in Pacifc Heat & Power Pty Ltd. The Company
secured a one third ownership in the opportunity to beneft from
the uptake of technology producing energy from industrial heat
processes. Consistent with our approach to be at the cutting
edge of research and development, our partnership with RMIT
University by investing in its research in new renewable energy
technology has ensured that the brightest and best minds are
working with us in partnership to deliver a greener future while
simultaneously ensuring that shareholder investment will grow
exponentially with each new breakthrough.
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When companies reach the stage of development that
Greenearth Energy Ltd. now fnds itself, their priority must

be to secure funding for the next stage of development.

The Company’s Board frmly believes that the future could
not be better for Greenearth Energy Ltd., in the imnmediate
future with its fagship GGPP and its 40% ownership of

PT Geo Power Indonesia. Our medium term perspective of
substantial strategic opportunities in the Latrobe Valley and

in the company’s investment in innovative technologies, we
believe value of shareholder investment in the Company is
likely to progressively and signifcantly grow. | encourage all
shareholders and potential investors to consider whether they
believe they have a suffcient investment in Greenearth Energy
Ltd. today so as to be part of our exciting future.

Finally, | acknowledge with appreciation the invaluable
contribution of all members of our Greenearth Energy Ltd. team
and sincerely thank all Greenearth Energy Ltd. shareholders for
their ongoing support.

SIMON R. MOLESWORTH AM QC
Chairman

15 October 2009



DIRECTORS’
REpORT

The Directors present their report together with the fnancial report
of Greenearth Energy Ltd. for the fnancial year ended 30 June
2009 and Auditors Report thereon.

This Financial Report has been prepared in accordance
with Australian Equivalents of International Financial
Reporting Standards.

Directors

The names and details of the Directors in offce during the
fnancial year and until the date of this Report are set out below.
The directors have been in offce for the entire period unless
otherwise stated.

Names, qualifcations, experience and special
responsibilities

Simon R. Molesworth AM QC

BA, LL.B, FEIANZ, FAIM, FAICD, FVPELA, PIA(Hon.F), C.Env.P,
M.ICOMOS Queen’s Counsel

(Non Executive Chairman)

Mr Molesworth was appointed to the Board on 31 July 2007,

as non-executive Chairman. He is one of Australia’s most
experienced Queens Counsel specializing in environmental and
resource law. He is a fellow of fve professional institutes and
has been a member of numerous government advisory bodies at
both State and Federal levels, including having once served as
Victoria’s Mining Warden. Mr Molesworth has served on many
boards, mainly as chairman, including a number of publicly listed
corporations in the resource feld. He is currently a director of
Alison Hunter Memorial Foundation Limited, Australian Council
of National Trusts, and Rippon Lea Endowment Fund Ltd. Mr
Molesworth is also the Chairman of the ME/Chronic Fatigue
Syndrome Society of Victoria Inc. During the past three years Mr
Molesworth has sat on the boards of the Environment Institute
of Australia and New Zealand, the Earth Foundation Australia
Limited and the National Trust of Australia (Victoria).

Mark Miller
B.Sc (Managing Director)

Mr Miller was appointed to the Board on 3 September 2008.
He has had extensive senior management experience across

a number of industries both domestically and internationally
including downstream oil marketing, consumer products
manufacturing and distribution, banking and fnance as well as
environmental technology. During the past three years, Mr Miller
has not served on any other boards.
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Robert J. Annells
CPA, FFin. (Non Executive Director)

Mr Annells was appointed to the Board on 13 July 2006. He is
a former member of the ASX with over forty years experience
in the securities industry and is a qualifed accountant. His
experience includes provision of corporate and investment
advice to the business and resources industries. During the
past three years Mr Annells has also served as Executive
Chairman of ASX listed oil and gas exploration company Lakes
Oil N.L., Chairman of ASX listed mining company Minotaur
Exploration Limited, Non Executive Director of Gippsland
Offshore Petroleum Limited, Rum Jungle Uranium Limited and
London based company Xtract Energy Plc.

John T. Kopcheff B.Sc (Hons) (Geology and Geophysics),
SPE, AIMM (Non Executive Director)

Mr Kopcheff was appointed to the Board on 13 July 2006. He is

a geologist and geophysicist, and holds a Bachelor of Science
(Honours) from the University of Adelaide (1970). He has
extensive petroleum experience in Australia, South East Asia, USA,
South America and the North Sea, both in feld operations and
management. Mr Kopcheff is the managing Director of Victoria
Petroleum N.L., and is a director both of Kestrel Energy Inc and
Great Panther Resources Limited.

Robert L. King
B.Sc. Dip Ed. M Env. Studies (Executive Director)

Mr King was appointed to the Board on 13 July 2006. He has 25
years experience working for the Geological Survey of Victoria.

In 1985 he led a team that reviewed the geothermal potential

of Victoria and produced a report that formed the basis for the
current geothermal legislation and managed the Geological
Mapping and Basin Studies Section in the Geological Survey.

Mr King was the Director of Minerals and Petroleum Regulation
Branch that administered licensing, occupational health and safety
and environmental law covering offshore and onshore petroleum
operations, oil and gas transmission pipelines, mines and quarries.
Mr King was a member of a Federal Government team that formed
to establish the National Offshore Petroleum Safety Authority and
from 2005 he has been a member of its board.

Company Secretary

Vicki M. Kahanoff
B Bus, CPA

Mrs Kahanoff is a qualifed accountant (CPA) who has spent the
majority of her career in the resources sector. Mrs Kahanoff spent
eight years in the forestry sector. She assisted in the successful
sale of Victorian Plantations to Hancock Plantations, now known as
Hancock Victorian Plantations. During the last fve years, she has
been the corporate accountant and chief fnancial offcer of Lakes
Oil N.L. These roles have involved overseeing all of the accounting
functions as well as assisting in company secretarial functions.
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Directors’ Meetings

During the year ended 30 June 2009 the Directors of the company met six times. The names of those individuals who served as
Directors of the company during the period, together with the number of meetings which they attended and those for which they
were eligible to attend, are detailed below:

Board Meetings Audit Committee Meetings
Attended Eligible to attend Attended Eligible to attend
Simon R. Molesworth 6 6
Mark Miller 5 5
Robert J. Annells 6 6
John T. Kopcheff 6 6
Robert L. King 6 6

Directors’ Interests in Shares or Options

The interests in securities of the company and related entities which are held by each Director as at the date of this Report, either
directly or indirectly through entities or parties related to him, are:

Securities held in Greenearth Energy Ltd.

Ordinary shares Options
2009 2008 2009 2008
S.R. Molesworth D 366,667 366,667 600,000 600,000
I 636,667 636,667 1,733,334 2,067,779
M Miller* D - - 3,000,000
| - - -
R.J Annells D - - 1,000,000 1,000,000
[ 1,099,999 1,099,999 666,666 1,033,332
J.T. Kopcheff D - - -
I 2,350,000 2,083,333 3,083,333 3777777
R.L. King D - - -
I 683,334 683,334 1,583,334 1,811,112
Note:
D = direct ownership.
| = indirect ownership.

* M Miller was employed during the year - 2008 comparatives not applicable.
Directors’ Interests in Contracts

Directors’ interests in contracts are disclosed in Note 21 to Financial Statements.
Auditors’ Independence Declaration

The directors have received a declaration of independence from our auditors, Pitcher Partners, which is attached to the
Directors’ Report.
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DIRECTORS’ REpORT (CONTINUED)
Non-Audit Services

Non audit services are approved by resolution of the Board of Directors. The directors are satisfed that the provision of non-audit
services is compatible with the general standard of independence for auditors imposed by the Corporations Act. The nature and

scope of each type of non-audit service provided means that auditor independence was not compromised.

The following fees for non-audit services were paid or payable to the external auditors during the year ended 30 June 2009:

2009 2008

$ $

Tax compliance 5,100 3,505
Accounting advice and assistance 14,735 7,000
Investigating accountants’ report (IPO Process) - 21916
19,835 32,421

Corporate Information

Corporate Structure

Greenearth Energy Ltd. is a company limited by shares, incorporated and domiciled in Australia. It is the ultimate parent entity and as
such has prepared a consolidated fnancial report incorporating the entities it controlled during the fnancial year, which are outlined
in the following illustration of the group’s corporate structure. The group has two Associates.

Greenearth Energy Ltd. Pacific Heat
and Power (PHP)
GEP10  GEP12 GEP13 (38.06% Equity)

100% 100% 100%

Greenearth

Greenearth Energy Greenearth Power Geothermal Ener Greenearth Heat Greenearth Solar
Limited (NZ) Pty Ltd. T 8y Energy Pty Ltd. Energy Pty Ltd.
9 ; o ; 9 ; 9 f
(100% Equity) (100% Equity) (100% Equity) (100% Equity) (100% Equity)

PT Geo Power
Indonesia

(40% Equity)

Principal Activity
The principal activity of the company during the period ended 30 June 2009 was that of geothermal exploration and investment.
Signifcant Changes in the State of Affairs

There were no signifcant changes in the state of affairs of the consolidated entity during the year.
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Results and dividends

The operating loss of the company for the year ended 30 June 2009 was:

2009 2008
Operating loss before income tax 1,759,557 1,794,848
Income tax attributable to operating loss - -
Operating loss after income tax 1,759,557 1,794,848

During the year ended 30 June 2009, no dividends were paid or declared by the company and the directors do not recommend
payment of a dividend.

Indemnifcation and Insurance of Directors’ and Offcers

The company has during and since the end of the fnancial year, in respect of any person who has, is or has been an offcer of the
company or a related body corporate, paid a premium in respect of Directors and Offcer liability insurance which indemnifes Directors,
Offcers and the Company of any claims made against the Directors, Offcers of the Company and the Company, subject to conditions
contained in the insurance policy. Further disclosure required under section 300(9) of the Corporations Act 2001 is prohibited under
the terms of the contract.

proceedings on behalf of the company

No person has applied for leave of Court to bring proceedings on behalf of the entity.

Share Options

Unissued Shares

As at the date of this report 44,333,333 unissued ordinary shares under options (63,593,449 at 30 June 2008). Refer note 15 of the

fnancial statements for further details of the options outstanding.

Option holders do not have any right, by virtue of the options, to participate in any share issue of the company or any related body
corporate.

Shares Issued as a Result of the Exercise of Options

There have been 68,198 shares issued during this fnancial year as a result of exercising of bonus options raising a total of $20,675.
Refer note 15.

Environmental Regulation and performance

The company holds interests in geothermal exploration permits and licences in Victoria. All of these permits and licences impose
regulations regarding environmental issues. There have been no known breaches of the environmental regulations during the year.
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Review of Operations
CORPORATE DEVELOPMENTS

During the 12 months to 30 June 2009, the Company

made signifcant and substantial progress across its three
domestic Geothermal Exploration Permit (GEP) areas as
well as strategically from a technology innovation perspective
and Internationally.

September 2008 commenced with the appointment of a new
Managing Director and the move to new premises followed
by the Bellarine Peninsula (GEP10) Magnetotelluric (MT)
survey commencing in early November. Later the same month
Greenearth Energy Ltd. in collaboration with the University of
Auckland commenced a Micro Earthquake (MEQ) Monitoring
pilot trial in the Lakes Oil N.L. Loy Yang-2 well onshore
Gippsland (GEP13).

December 2008 represented a milestone for the Geothermal
Energy Industry in Australia with Greenearth Energy Ltd.,
publishing Victoria’s frst statement of Inferred Geothermal
Resource for the Anglesea area (GEP10).

Following on from the company’s GEP10 statement of Inferred
Resource for the Anglesea area, Greenearth Energy Ltd.,
published a second Victorian Inferred Resource statement

(5 January, 2009) for the onshore Gippsland Wombat feld
area. Both inferred geothermal resource estimates led to

the company applying for two grants under the Federal
Governments Geothermal Drilling Program (GDP). The
company was subsequently advised that its applications had
not met with success however was encouraged to apply for
second round funding later in 2009.

In March 2009 the company reached agreement with Pacifc
Heat and Power (PHP) which established Greenearth Energy
Ltd., as a key shareholder. The investment of $300,000 made
via cash injection and shares in Greenearth Energy Ltd., has
given Greenearth Energy Ltd. a 33.06% stake and a seat on
the Board of Directors. PHP provide technology solutions that
deliver increased energy productivity and reliability, operational
savings and lower greenhouse gas emissions. Utilisation of
waste heat from industrial processes is emerging as a key
market focus for PHP going forward.

In April 2009 Greenearth Energy Ltd., by way of its 100%
wholly owned subsidiary Greenearth Power Pty Ltd., and in
partnership with Melbourne based Geo Energy Pty Ltd., North
American based International Investment Resources LLC

and Indonesia’s Santini Group established Jakarta based,
Indonesian geothermal exploration and development entity,

PT Geo Power Indonesia. Greenearth Power Pty Ltd’s initial
holding in PT Geo Power Indonesia is 40% with the balance
split equally between the partner companies. PT Geo Power
Indonesia’s mission is to establish a suite of geothermal
exploration and development opportunities across the
Indonesian archipelago. PT Geo Power Indonesia is assessing
several potential downstream geothermal development
opportunities, that if commercially and technically viable will be
the subject of further future announcements.
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Bonus Options which were granted to Shareholders shortly
after Greenearth Energy Ltd's initial public offering (IPO) in
recognition of their support, expired on 15 April 2009. A small
number of loyal supporters exercised their options prior to the
expiration date, generating a small amount of capital.

In May 2009 the company applied for funding under the
Federal Government's Renewable Energy Demonstration
Program (REDP) for their Geelong Region 10.7MW Hot
Sedimentary Aquifer (HSA) Geothermal Demonstration Project.
That same month Greenearth Energy Ltd. was advised by the
Federal Government that its application had been checked

for completeness and eligibility against the REDP eligibility
criteria and as such would undergo a full merit assessment. It
is anticipated that successful applications will be announced in
the last quarter 2009.

May 2009 also saw Greenearth Energy Ltd. release details of
its heat fow modelling work in the Latrobe Valley which predict
temperatures of 150°C at 2,900 m in close proximity to the Loy
Yang power generation facilities. This work in concert with the
company'’s ongoing work programs for the GEP 12 and GEP
13 permit areas continues to build confdence in the regions
prospectively for geothermal resource development.

Rounding out the fnancial year ended 30 June 2009,
Greenearth Energy Ltd. and RMIT University confrmed their
research partnership aimed at generating electricity and drinking
water from geothermal resources. An Australian Research
Council (ARC) grant has been offered to Greenearth Energy
Ltd. and RMIT University for the development of this exciting
new energy technology.

Post reporting period, Greenearth Energy Ltd. confrmed the
strategic appointments of Sinclair Knight Merz (SKM) and
KPMG Corporate Finance (Aust) Pty Ltd. (KPMG) as technical
and corporate/commercial advisors to assist the company
successfully develop its prime Victorian geothermal permit
areas; the Greater Geelong region, onshore Gippsland and the
Latrobe Valley.

Further work conducted by Greenearth Energy Ltd. and
consultants SKM resulted in the development of the company’s
Geelong Geothermal Power Project strategy and, the securing
of a 2,000 HP Geothermal Drilling Rig (828) from Weatherford
Drilling International Australia Pty Ltd. (WDI) and company’s
application to the Federal Government’s second round
Geothermal Drilling Program (GDP) for $7M for proof-of-
concept drilling north of the township of Anglesea, Victoria.

Greenearth Energy Ltd. has been notifed by the Federal
Government that its second round application to the GDP has
met all required initial assessment criteria and will undergo a full
assessment. GDP grants are expected to be announced mid
November 2009.

Finally understanding and recognising the impact of the

current global fnancial crisis the company took measures
during the year, where possible, to reduce spend and conserve
cash reserves. The company ended the reporting period holding
$5.4 million in cash.
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RESERVES AND RESOURCES

Greenearth Energy Ltd., announced Inferred Geothermal
Resources for two distinct areas, Geelong/Anglesea Region
and the onshore Gippsland Wombat Geothermal play situated
near Seaspray, during the Financial year. Additional work was
also undertaken to a specifc area of the Geelong/Anglesea
Area, which has been defned as the Geelong Geothermal
Power Project (GGPP).

Inferred Geothermal Resource Estimation —
Geelong /Anglesea Area (GEP10) — (100% GER)

GEP10 is located west and south-west of Melbourne and
includes the industrial City of Geelong. The southern portion
of GEP10 covers the northern-eastern onshore portion of the
Otway Basin.

The Otway Basin is a Mesozoic age rift basin and has been

the target of signifcant petroleum exploration (offshore and
onshore) and a number of operating gas felds exist outside of
GEP10, mainly reservoired within the Early Cretaceous Crayfsh
Group sandstones or Late Cretaceous sandstones.

The Crayfsh Group largely represents a fuvial depositional
system, and the basal component consists of the Pretty Hill
Formation, which in part comprises coarse clastic quartzose
sands and is likely to have considerable viability as a
sedimentary geothermal reservoir in deeper/hotter parts

of the basin.

Interpretation of the sedimentary sequence is from a
combination of drilling, assisted by interpretation of a number
of seismic lines by Hot Dry Rocks Pty Ltd. (HDRPL) for
Greenearth Energy Ltd., and other work previously performed
by hydrocarbon explorers and developers. By analogy and
stratigraphic matching to other parts of the Otway Basin, and
seismic interpretation, the lower part of the Crayfsh Group
includes some potentially permeable sandy units in the area.

Beneath the area of potential Hot Sedimentary Aquifers,
Palaeozoic basement rock occur, such as granite and sediment.

Greenearth Energy Ltd. released a geothermal inferred resource
on three reservoir targets within GEP10 for the area between
Anglesea and Geelong at the end of 2008 (GER ASX release
of 04 December 2008). The estimate was prepared for
Greenearth Energy Ltd. by HDRPL and is compliant with the
Geothermal Reporting Code 2008 published by the Australian
Geothermal Energy Association.
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The targets fall into two categories of geothermal reservoirs:

. Hot Sedimentary Aquifer (HSA), targeting sandstone
units in the Crayfsh Group (E1 and F reservoir)

. Enhanced Geothermal System (EGS), targeting
Palaeozoic basement rocks

The HSA targets were defned via sequence stratigraphic
methods that incorporated good quality 2D seismic data with
local and regional well data from the Otway Basin.

The EGS target has been defned by the seismic data and
constitutes the basement beneath the insulative Otway Basin
sediments. HDRPL used a ‘stored heat’ method to estimate the
Inferred Geothermal Resource.
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The following table summarizes critical inputs of the GEP10 Inferred Resource estimate.

hSA Reservoir

| E1 Reservoir | F Reservoir | EGS Basement Reservoir

Cut-off Temperature . 125°C . 125°C . 150°C

: Rejection Temperature 70°C 70°C 70°C
Bottom E1 Reservoir Bottom F Reservoir

Cut Off Depth (Top F Reservoir) (Top Casterton Formation) 5.0 km
‘ Heat Flow ' 90 £+ 9 mW/m? ' 90 + 9 mW/m? ' 90 + 9 mW/m?
‘ Reservoir Volume ' 73 km? ' 34 km? ' 549 km?®
| Density ' 2,523 kg/m?3 ' 2,253 kg/m?® ' 2,900 kg/m3
| Specifc Heat @ 192°C 1,074 J/kgK 1,074 J/kgK 964 J/kgK

The Inferred Resource stored heat estimates for the range of heat fows are presented in the following table.

Inferred Geothermal Resource (100% GER)

Heat Flow 81 mW/m? 90 mW/m? 99 mW/m?
Crayfsh Group

Reservoir E1 22,000 PJ 27,000 PJ 33,000 PJ
Crayfsh Group

Reservoir F 11,000 PJ 13,000 PJ 16,000 PJ
Basement EGS 180,000 PJ 220,000 PJ 260,000 PJ
Total 210,000 pJ 260,000 pJ 310,000 pJ

The resource is split between 40,000 PJ, in HSAs and 220,000 PJ, in Basement EGS. Having a dual geothermal system present,
provides the opportunity to target the HSA in the short term and potentially develop the EGS geothermal prospect in the longer term.

Inferred geothermal resource estimation - Geelong Geothermal Power Project (100 % GER)

Further resource estimation work was completed on a portion of the initial inferred resource area which is the focus of the
Company’s Geelong Geothermal Power Project (GGPP). The project is located 9 km northwest of Anglesea which is to the
southwest of the City of Geelong.

Seismic sequence stratigraphic studies undertaken by HDRPL for Greenearth Energy Ltd. identifed a number of possible HSA
reservoir sequences within the Pretty Hill Formation using available 2D seismic data and well logs. The specifc target zone within GEP
10 (Figures 2 & 3) was selected to maximize the chances of encountering a productive geothermal reservoir during exploratory drilling.
Based upon work by HDRPL in 2009 for Greenearth Energy Ltd., locations where the potential reservoir (units E1 and F of the Pretty
Hill Formation) is inferred to be the thickest and shallowest based on seismic data interpretation were determined. Figure 1 shows the
depth to the top of Unit E1 in the Project area of GEP 10 and Figure 2 shows the interpreted thickness of Units E1 and F. The depth
to the top of the target zone is estimated to be about 3,450 m and the maximum thickness of the potential reservoir exceeds 1,000 m
in the target zone. The target zone is also located within 10 km of the Hindhaugh Creek-1 well which provides good confdence in the
temperature gradients to medium depth in this area, and their extrapolation to the target depth.

The resource assessment work by HDRPL was supplemented by Sinclair Knight Merz (SKM), for Greenearth Energy Ltd.

with further sensitivity analysis of possible temperatures at depth and a probabilistic stored heat estimate of the target zone using
a Monte Carlo method.

10



DIRECTORS’ REPORT (CONTINUED)

Figure 1

Depth to Top of Unit E1 of Crayfsh Formation (based on seismic data
interpretation by HDRPL, 2009). Solid black lines are bounding faults; dashed
black lines are possible faults. Approximate area of target zone is encircled in red.
Note that coordinates are in UTM Zone 54H.
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Figure 2

Thickness of Units E1 and F of Crayfsh Formation (based on seismic data inter-
pretation by HDRPL, 2009). Solid black lines are bounding faults; dashed black
lines are possible faults. Approximate area of target zone is encircled in red.
Note that coordinates are in UTM Zone 54H.
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As a frst approximation at the current level of accuracy, it is considered suffcient to extrapolate a linear temperature gradient
downwards from the BHT of 114°C measured at a depth of 2,139 m in Bellarine-1 well. Based on this and other temperature
measurements and the 1D model the temperature gradient above the target zone (upper 3,450 to 3,700 m) is estimated to be 43°C/
km + 10%. The temperature gradient within the target zone is assumed to be same as the overlying sediments (43°C/km) based on

extrapolation of the 1D model (Figure 3).

In the “Most Probable” case, starting with an estimated temperature of 177°C at 3,450 m (the top of the target zone), extrapolation
suggests the temperature will be 200°C at 4,100 m. The “Low Range” would result in a temperature of 181°C at 4,100 m and the
“High range” would result in 215°C at 4,100 m, allowing for a range of thicknesses for the target zone.
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Figure 3
Estimates of temperature versus depth.
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The results of the work produced an estimation of a HSA
inferred geothermal resource of approximately 17,000 petajoules
(PJ) in a target geothermal reservoir within GEP10 for the

GGPP.

The Inferred Resource estimate of “stored heat energy” covers
an area of approximately 100 square kilometres (km2). The
target reservoir has an estimated volume of 55 cubic kilometres
(km3). This resource estimation has the potential to host a

signifcant producing geothermal feld.
Recoverable and converted energy

At this stage there is no sound basis for predicting the

percentage of the stored energy which may be recovered.
Given the fact that the reservoir temperature has not been

measured is there a good basis for determining the net

conversion effciency. Nevertheless, it is instructive to consider
what the Inferred Resource estimate could imply should certain

assumptions apply.

The following is purely a hypothetical case, and

noting that this does not comprise part of the Inferred

Resource estimate under the Code.

In order to estimate the possible size of a power development, it
is necessary to apply some additional factors to the total stored

heat in place estimate.

12
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These include:

. A recovery factor to determine the amount of stored
heat that can be extracted. The recovery factor in this
case is assumed to be 5%.

. A conversion effciency for converting the recovered
heat to electricity. This is a function of ambient and
average reservoir temperature. For this resource, the
net conversion effciency is estimated to be between
12 and 14%.

. The economic life of the project. This is used to
divide the energy content from the previous step by
time to give an average output in MWe. We have
assumed 30 years.

. A plant factor, which combines both plant availability
and plant capacity. This allows for:

—  planned maintenance activities;

— unforeseen problems that cause a plant
shutdown, and;

—  whether the plant will be base load or load
following.

We have assumed that the plant factor will range between 85
and 92%.

Converting the distribution to electricity generation capacity
using the above assumptions, the cumulative probability
distribution shows that on this basis there is a 90% probability
(P90) that suffcient energy to generate 120 MWe can be
recovered and converted for 30 years and the P50 value is 140
MWe for 30 years.
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Figure 4
Schematic interpretative cross section showing relationships within the
Wombat Geothermal Play.
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The Wombat Geothermal Play lies within the northeast portion of
GEP 13, approximately 200 km East South East of Melbourne,
and is within the Gippsland Basin.

Lakes Oil N.L., has completed an extensive array of activities
within the area known as the Wombat Field. They conducted
a 3D seismic refection survey over the area in 2008 and

have drilled three exploration wells to varying depths. The co-
ordination agreement between Lakes Oil N.L., and Greenearth
Energy Ltd. enabled Greenearth Energy Ltd. to utilize the data
for its assessment of the Wombat geothermal resource.

The Early Cretaceous rifting event led to the accumulation

of thick deposits of terrestrial quartzose and volcaniclastic
sediments, the Strzelecki Group of the Gippsland Basin.
Greenearth Energy Ltd. is targeting a HSA geothermal play
within the basal units of the Strzelecki Group—the Tyers River
Subgroup (Figure 4). The company considers the Tyers River
Subgroup prospective for permeability and porosity parameters
suffcient to support geothermal development and the
company’s geothermal consultants, SKM and HDRPL believe
this to be a reasonable expectation.

Seismic data through the Geothermal Play area defne an Early
Cretaceous syn-rift succession thickening towards the Wombat
and Macalister Faults. Seismic data quality deteriorates at depth
due to signal attenuation by the Latrobe Coal Measures, but

the data are of suffcient quality to enable the interpretation of
Basement and the top of the Tyers Sub-group in the hanging

Potential Hot Sedimentary

Tertiary | |

-

Cretaceous

Thick Insulating
Sediments

Rintouls Creek
* =] Sandstone

wall of the Wombat Fault. Although not well imaged by the
Wombat 3D seismic survey (conducted by Lakes Oil N.L.,

and available to Greenearth Energy Ltd., by way of the existing
co-ordination agreement between the two companies) due

to noise, there is reasonable evidence, based on refection
characteristics, to suggest that the Rintouls Creek Formation is
present at a depth of approximately 300m beneath the top Tyers
Sub-group unconformity.

The HSA target reservoir for this model comprises the Rintouls
Creek Formation in the hanging wall of the Wombat Fault. The
fault defnes the edge of an Early Cretaceous half graben with a
thickening succession towards the southwest. The interpreted
Rintouls Creek Formation is therefore a wedge shape that
ranges from a thickness of approximately 1,000 m in the
southwest to steadily pinch out in the northeast (Figure 4).

HDRPL used a ‘stored heat’ method to estimate the geothermal
resource in the sedimentary reservoir units that make up the
geothermal play. This is a technique for estimating the total heat
energy contained within a target volume, for which a realistic
chance exists for economic extraction. The method requires the
estimation of the volume, density, specifc heat capacity and
temperature of the target reservoir units, a consideration of the
realistic lowest economically extractable temperature (‘cut-off
temperature’) and the amount of thermal energy that might be
extracted from the resource fuids (related to the

‘rejection temperature’).

13
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Interpretation of the Wombat 3D seismic data provided the framework for a 3D numerical geological model. A 3D view of the EGS

reservoir geological model is shown in Figure 5:

Greenearth Energy Ltd. released an estimated Inferred
Geothermal Resource early 2009 in the southern part of GEP
13 (GER ASX release 05 January, 2009). The Inferred Resource
is confned to approximately 28 km 2area which corresponds
with the Wombat 3D seismic survey conducted early in 2008,
by Lakes Oil N.L. The Inferred Resource estimation of 3,600
petajoules (PJ,) is based on a HSA geothermal system.

The assessment indicated the heat-fow in the Wombat
Geothermal Play is 70+- 7 mW/m? The average reservoir
temperature is estimated to be 157°C at around 4,100m depth.
No estimate has been made of extractable or recoverable
energy. However, by way of illustration only 2.8% of the stored
heat would have to be recovered over a 30 year project life to
generate a constant fow of 10 MWe electricity.

Figure 5
Example output from the reservoir 3D geological model, looking
north-east, showing as solid the Rintouls Creek formation.

The Inferred Resource estimation area covers less than 1% of
the permit area. Greenearth Energy Ltd. considers the target
HSA to be regionally extensive, including in the Latrobe Valley
area and to be prospective for permeability and porosity
parameters suffcient to support geothermal development.

14
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Competent Persons

Anglesea (Geelong) and Wombat regions

The information in this report that related to Geothermal Resources in the
Geelong Anglesea (GEP 10) and the Wombat Geothermal Play near Seaspray,
Gippsland (GEP 13) has been compiled by Dr Graeme Beardsmore, an employ-
ee of Hot Dry Rocks Pty Ltd. (HDRPL). The resource estimate for the Geelong
Geothermal Power Project, just north of Anglesea draws upon a series of reports
for Greenearth Energy by HDRPL.

Dr Beardsmore has over 15 years experience in the determination of crustal
temperatures relevant to the style of geothermal play under consideration, is a
member of the Australian Society of Exploration Geophysicists and abides by the
Code of Ethics of that organization.

Dr Beardsmore qualifies as a Competent Person, as defined in the Australian
Code for Reporting of Exploration Results, Geothermal Resources and Geother-
mal Reserves (2008 Edition). Dr Beardsmore consents to the public release of
this report in the form and context in which it appears.

Geelong Geothermal Power Project

The information in this report that relates to Geothermal Resource estimation

for the Geelong Geothermal Power Project (GGPP) is based upon a report
compiled by James Vincent Lawless, an employee and Principal of Sinclair Knight
Merz Limited (SKM). He is a Fellow of the Australasian Institute of Mining and
Metallurgy and holds Chartered Geologist status with that body. SKM has been
engaged as Consultant by Greenearth Energy but holds no financial interest in
the project or in Greenearth Energy.

Mr Lawless is a Competent Person as defined by the Australian Code for
Reporting of Exploration Results, Geothermal Resources and Geothermal
Reserves (2008 Edition), and consents to the public release of this report in the
form and context in which it appears.

$ Greenearth Energy Ltd.

GEP 10 - GEELONG AREA

An extensive program continued during the year primarily
focussed on the Geelong Geothermal Power Project (GGPP),
the company’s fagship commercial project near Geelong,
Victoria.

Seismic sequence stratigraphic mapping identifed a number of
areas of Hot Sedimentary Aquifer (HSA) potential near Geelong
where sandy horizons were mapped in the temperature-depth
widow of 3.0 km - 4.5 km. These HSA areas are located
proximate to a number of industries in the Geelong area who
have signifcant greenhouse gas footprints and provide a strong
commercial basis for the commercial development of these
HSA resources as they potentially represent a lower cost and
more rapid path to commercialisation compared to the deeper
Enhanced Geothermal System (EGS) potential in the area.

Formal Inferred Resource estimates were released to the

ASX and a concept plan for the GGPP was prepared for the
commercialisation of the part of the HSA inferred resource just
north of Anglesea. The detailed assessments underpinned the
company’s application for $7m from the Federal Government’s
Geothermal Drilling Program (GDP) and $20 m from the
Federal Government’s Renewable Energy Demonstration
Program (REDP).

heat fow mapping

The second phase of heat fow mapping was concluded in

this permit. The company contracted HDRPL to carry out

this program. The temperature measurement and thermal
conductivity analysis was designed to validate and build

upon the frst phase of heat fow mapping carried out in 2007.
Results of the work confrmed the high heat fows in the region
southwest of Geelong, and were used in the estimation of the
Inferred Resource announced during the year.

Magnetotelluric Survey

A 50 km magnetotelluric (MT) survey was conducted in
November 2008 running from the Lake Modewarre area along
the Bellarine Peninsula to St Leonards. The MT survey was
conducted in this region to assist in mapping the shape of the
basement and the location of the overlying potential target hot
sedimentary aquifers. The survey was tied into two existing
seismic refection lines at the eastern and western ends of

the survey. The central part of the MT survey traversed the
Bellarine Peninsula which has no previous seismic information
to determine the applicability of this technique as a geothermal
exploration tool. The data retrieved from the survey is currently
being analysed, and is being modelled together with other data
inputs which are relevant to the region.
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Figure 6

Interpreted depth to inter-Crayfsh group (Pretty Hill equivalent) in the Waurn
Ponds area on the outskirts of the industrial city of Geelong. The grey line is the
future Armstrong Creek Urban Growth corridor and abutting industrial precinct.
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Waurn ponds Review

An additional review of existing seismic data was carried out in
the Waurn Ponds area, adjacent to the south-western margin
of the City of Geelong, to further map the extent of potential
HSAs. The interpretation for this study has confrmed the
presence of a wedge geometry which may relate to potentially
sandy sequences within the Crayfsh Group continuing to the
east from the previous interpretations (Figure 6) indicating

the potential to expand the area of the company’s previously
announced inferred resource estimate. Further work is being
planned to explore the commercial attractiveness of this location
for the development of geothermal energy.

GEp 10 Forward program

Work in the next year will focus on detailed aspects of the
Company’s Geelong Geothermal Power Project (GGPP).
Further resource characterisation work will be conducted in
relation to permeability and potential well fow, together with
a numeric reservoir stimulation study. This work will lead to a
refned geothermal inferred resource estimate for the GGPP
development area followed by a prefeasibility study on the
project.

In relation to the regional program in GEP 10 it is proposed to
model existing gravity and magnetic data to better understand
the regional geologic framework. The current assessment of the
2008 MT survey data will be concluded and will be included in
the overall regional modelling.
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GEP 12/13 — GIPPSLAND AND LATROBE VALLEY

Exploration Activities have steadily progressed in the Gippsland/
Latrobe Valley permits, GEP 12 and 13. An Inferred resource
estimate was calculated for the Wombat Geothermal Play,
which is situated near Seaspray in GEP 13. The resource was
announced to the ASX in January 2009. This Inferred resource
covers a very small portion of the permit and further work is
being conducted to advance the identifcation of other resource
areas.

heat fow mapping

The second phase of heat-fow mapping concluded in this
permit during the year. The company contracted HDRPL to
carry out this program.

The results confrmed that there is a trend of elevated heat fow
through the Latrobe Valley from Moe towards Sale. The heat
fow investigation, across 10 wells, returned estimates ranging
up to 101 + 26 mW/m? (Figure 7). Such values are signifcantly
higher than the 60 mW/m? that is regarded as the global
average for heat fow, which confrms the high level

of prospectivity throughout major areas of both Greenearth
Energy Ltd!s Latrobe Valley and Gippsland geothermal
exploration permits.
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One of the most signifcant temperature projections is that

of the Petroleum Well, Loy Yang 2. Loy Yang 2 was drilled in
2005 by Lakes Oil N.L., and is situated within the grounds

of the Loy Yang A brown coal fred power station. Due to the
strategic alliance with Lakes Oil N.L., Greenearth Energy Ltd.
was able to gain access and complete precision temperature
logging to a depth of 713 m. This combined with log data,
original temperature readings, stratigraphic information and
thermal conductivity measurements assigned to the sandy and
silty sedimentary sequences in the Cretaceous rocks of the
area, enabled a reliable estimate of heat fow of 90 mW/m? for
this location. Based on this information a heat fow model was
used to predict the temperature beneath the well. The geology
is known to 1,736 m from the nearby Loy Yang 1A well and
below 1,736m, a scenario was modelled down to 3,500 m. An
estimated temperature of 150°C, was achieved considering the
geological scenario presented, at a projected depth of 2,900 +
400 m (Figure 8).

Figure 7

Summary of heat fow investigations; red dots show heat fows well above the
global average are recorded in the Latrobe Valley Area.

Figure 8
Modelled temperature of Loy Yang 2 Well (*Thermal Conductivity)
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This modelling shows excellent temperatures at around 3km
beneath the Latrobe Valley. Any porous sandy sediment at
that depth in the Latrobe Valley area should exhibit suffcient
permeability to yield adequate fuid fow for the generation
of electricity utilising an Organic Rankine Cycle (ORC)
Geothermal Power Plant.
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Micro Earthquake (MEQ) Monitoring — pilot Trial

Greenearth Energy Ltd. commenced work for a trial of
monitoring micro-earthquakes as a technique to indentify
prospective geothermal areas. This technique (which is

used overseas) records earthquakes. Small earthquakes are
numerous in the Gippsland area. From the recordings indicative
patterns may be discernable that can help delineate major
fracture zones and key sedimentary layers. Also, the use of
shear wave splitting may help defne potential permeable zones.
Micro-earthquake monitoring while creating artifcial fractures

is common place, however, the use of monitoring natural micro
earthquakes as an exploratory tool in this context is believed to
be a frst within Australia.

The coordination agreement with the concurrent petroleum
explorer, Lakes Oil N.L., enabled Greenearth Energy Ltd. to gain
access to the Loy Yang 2 petroleum well. A geophone (sonde)
was placed at 1,350 m in the Loy Yang-2 well in November
2008. Another geophone has been placed at the surface. The
sonde is continuously monitoring the occurrence of natural
sub-surface activity which will be collated and interpreted. By
November 2009 there will be over 6 months of data, suffcient
to fully review and assess the ability of this technique to
accurately map the subsurface.

Latrobe Valley Forward program

Greenearth Energy Ltd. has been planning a forward program to
better understand the geology beneath the Latrobe Valley. The
very thick brown coals in the area tend to obscure geophysical
signals and makes mapping detail beneath the coals diffcult.
Greenearth Energy Ltd. has to date focused on understanding
heat fow and temperature at depth. The next phase is to
commence mapping of the subsurface layering in this area
which is key to advancing its geothermal potential.

Greenearth Energy Ltd. has devised a comprehensive program
of investigation which will commence in the coming 2009-
2010 permit year. However, given the Latrobe Valley’s large
greenhouse gas footprint and the area’s potential to contain
both geothermal resources and reservoirs for greenhouse

gas sequestration, Greenearth Energy Ltd. regards the better
characterisation of the subsurface in the Latrobe Valley area
as an issue of national importance. Accordingly, Greenearth
Energy Ltd. will continue discussions with both the Victorian
and Federal Government, universities and industry on potential
collaborative efforts to accelerate this important program.
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Signifcant events after balance date

On 28 July 2009 Greenearth Energy Ltd., appointed strategic
advisers Sinclair Knight Merz (SKM) and KPMG Corporate
Finance to assist in achieving its strategic objectives in
particular with regards to the Geelong Geothermal Power
Project (GGPP). The appointments engage SKM as technical
adviser on a project by project basis and KPMG Corporate
Finance will act as Corporate and Finance Advisor to assist in
raising the necessary capital for the GGPP.

Greenearth Energy Ltd., secured the services of the
Weatherford Drilling International Australia Pty Ltd., 2,000HP
Drilling Rig 828 on 29 July 2009. A non-refundable deposit
of $407,000 (including GST) was paid to secure two drilling
slots on the drilling schedule. Drilling is planned to commence
mid 2010.

On 4 August 2009, Greenearth Energy Ltd., submitted a
grant application for the Federal Governments Geothermal
Drilling Program (GDP). The application was for a maximum
grant amount of $7 million to assist in the drilling of a proof-of-
concept couplet as the frst stage of the Geelong Geothermal
Power Project which is located in GEP10. Successful
applicants are expected to be notifed in mid November 2009.

On 31 August 2009, an application was submitted for the
Victorian Governments Energy Technology Innovation Strategy
(ETIS). This grant focusses on the commercial development of
demonstration projects. Greenearth Energy Ltd., applied for a
$20 million grant to upscale the Geelong Geothermal Power
Project (GGPP). Successful applicants are anticipated to be
announced in early 2010.

No other events of signifcance have occurred since
30 June 2009.
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Figure 9

GGPP proposed location of wells (dashed red line) and 12 MW, power plant.
The thickness of the target zone is shown at 400 m (yellow), 800 m (orange),
and 1,000 m (red) contours.

Y Cafbept 12MWe
ORE Power Plasi

Likely developments and expected results

Greenearth Energy Ltd. has been active in applying for
government grants to fast track geothermal development in its
permit areas, especially GEP 10 for its Geelong Geothermal
Power Project (GGPP).

An application was made to the Federal Government’'s $435m
Renewable Energy Demonstration Program (REDP). This
program is designed to accelerate the development and
commercialisation of new renewable energy technologies by
demonstrating these on a commercial scale. Funding is on a
$2 private to $1 Government monies basis. Greenearth Energy
Ltd. lodged an application in mid April 2009 and the Federal
Government has indicated that an announcement will be made
in relation to successful applications in the last quarter 2009.

The company has also made application in early August 2009
to the Federal Government’'s Geothermal Drilling Program
(GDP) for a $7m grant towards the cost of the drilling a
geothermal well couplet near Anglesea, Victoria. This represents
the company’s frst phase of its Geelong Geothermal Power
Project (GGPP). It is expected that the Federal Government will
announce successful applications in mid November 2009.

The company’s third application for funding is to the Victorian
State Government’s Energy Technology Innovation Strategy
(ETIS) Sustainable Energy Large Scale Demonstration Program
(SELSDP). The State Government has provided $72m in
funding for large scale, pre-commercial demonstration of
sustainable energy technologies. Applications closed at the end
of August 2009 and Greenearth Energy Ltd’s application for
funds is to up-scale the GGPP from Proof-of-Concept stage
(GDP) to Demonstration Stage (ETIS) effectively leveraging
Federal and State Government funding into the one renewable
energy project. A decision by the State Government on ETIS
funding is anticipated frst quarter 2010.

& Greenearth Energy Ltd.

Figure 10

Resource at the GGPP. Depth to Top of potential HSA (Unit E1 of Crayfsh
Formation- based on seismic data interpretation by HDRPL). Solid black lines
are bounding faults; dashed black lines are possible faults. Approximate area of
target zone is encircled in red.
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The extensive and rigorous technical and commercial modelling
undertaken by Greenearth Energy Ltd. and its consultants, that
underpins the three applications mentioned above, have placed
the company in the best possible position to achieve success in
the various government grants applied for.

GEELONG GEOTHERMAL POWER PROJECT (GGPP)

Greenearth Energy Ltd’s fagship commercial development
opportunity is the Geelong Geothermal Power Project (GGPP).
This is a staged project development that lends itself to a
multiple modular installation approach over time that will lead, in
stages, to the construction of a geothermal power generation
capacity in the Geelong area and the delivery of renewable
energy into the Victorian energy grid. The major focus for the
company in the upcoming fnancial year, will be to attract the
necessary funding and to commence Proof of Concept drilling.

Stage 1: Geothermal resource

Greenearth Energy Ltd. has previously made a release to the
ASX in relation to its Hot Sedimentary Aquifer (HSA) inferred
geothermal resource at its GGPP location 10 km northwest of
Anglesea, where an inferred resource of approximately 17,000
petajoules (PJ) has been estimated (see ASX release of 17
August 2009).
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Figure 11
Close up view of proposed production and injection wells (in yellow)
and ORC 12 MW, power plant

oncepd for 12 MW
DRC Power Plant

Stage 2: proof of Concept Drilling

The company has identifed where two wells (a well couplet -
one production and one injection well) will be initially drilled and
has secured the 2,000 HP Drilling Rig 828 from Weatherford
Drilling International Australia Pty Ltd. (see ASX release of 04
August 2009). Greenearth Energy Ltd. expects to spud its
Geelong Geothermal Well No.1 mid 2010, followed by Geelong
Geothermal Well No.2 upon successful completion of the

frst well.

The proposed project location, approximately 9 km from
Anglesea brown coal fred Power Station, allows targeting of
the hottest and thickest part of the target reservoir formation
(>1,000 m thick) (Figures 9 & 10).

The production and injection reservoir horizon is assumed to

be between 3,500 m and 4,000 m vertical depth. Within the
reservoir, it is intended to gain as much separation as practically
possible between wells drilled from multi-well pads. By
deviating the wells (Figure 12) it is possible to have horizontal
separation between wells in the reservoir of 1,500 m.

The drilling of the Proof-of-Concept couplet is to demonstrate
the capability of producing geothermal fuid from a single
production well at a temperature and fow rate suitable for
geothermal power production, and reinjection of fuid via

an injection well into the same hot sedimentary geothermal
reservoir (Figures 12 & 13). Having two wells will enable long
term fow testing to fully characterise the resource.

20
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Figure 12
GGPP deviated well concept intersecting aquifer.

Stage 3: Demonstration power plant

The frst stage drilling of a well couplet will enable long

term fow testing to fully characterise the resource. Present
indications of permeability imply that such a couplet may be
possible of delivering suffcient fuid to achieve production of 4
to 6 MW, Nett (depending on the temperature and permeability
actually achieved), and hence may be practical for power
generation as a single modular unit.

Successful Proof-of-Concept drilling will be followed by the
drilling of a further two wells (one production and one injection
well, including the potential deepening of the proof of concept
wells) (Figure 13). It would be practical to drill two or three
production wells and the same number of injection wells

from one well pad. If the reservoir has suffcient permeability

to provide gross power generation of 5 MW, or more per
production well (as analysis of the available data suggests),
then this concentrated location of production and injection
wells would suit supplying typical binary plant modules that are
now available in the 10 to 15 MW, range (Figure 16). Such a
plant can be located on a site that is only slightly greater than is
required for a modern deep drilling rig, while tapping about 3 to
4 km? of reservoir area (Figures 13 & 14).
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Figure 13 Figure 14
Modular plant concept, with two production and two injection wells drilled from Proposed frst 12 MWe power plant location.
one location that serves to also host future modular-scale power plants
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Figure 15 Figure 16
Possible larger development using multiple module installations each of 10 to 15 Simple Organic Rankine Cycle (Binary cycle).

MW, gross provides a suitable distribution of wells to match the energy density of
the HSA resource.
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Stage 4: Multiple Modular installations

This modular development approach lends itself to replication
across the geothermal resource as an alternative to larger
centralised power plant. A pre-feasibility study of the intended
Geelong Geothermal Power Project has been undertaken by
SKM which has developed the concept of 12 modular 12 MW,
plants being developed across the reservoir to form a total of a
140 MW, geothermal power plant. Even with deviated drilling,
well pads will need to be distributed across the resource

area to achieve desirable spacing between wells (Figure 15).
Either each pad will also host a modular plant, or fuids from a
few adjacent pads will be piped to a more central plant. This
modular approach therefore reduces the number and length

of above ground hot geothermal fuid pipe runs and hence
reduces above ground foot print. Final decisions on the balance
between modularity and centralisation will be made on the basis
of further evaluation of economic, cultural, environmental and
technical factors in the selected location.
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Indonesia

In April 2009 Greenearth Energy, by way of its 100% wholly owned subsidiary Greenearth Power Pty Ltd., and in partnership with
Melbourne based Geo Energy Pty Ltd., North American based International Investment Resources LLC and Indonesia’s Santini
Group established Jakarta based, Indonesian geothermal exploration and development entity, PT Geo Power Indonesia. Greenearth
Power Pty Ltd’s initial holding in PT Geo Power Indonesia is 40% with the balance split equally between the partner companies.

PT Geo Power Indonesia’s mission is to establish a suite of geothermal exploration and development opportunities across the
Indonesian archipelago. PT Geo Power Indonesia is assessing several potential downstream geothermal development opportunities,
that if commercially and technically viable will be the subject of further future announcements.

Remuneration Report
Directors’ Remuneration

Remuneration policy

The board of directors of Greenearth Energy Ltd. is responsible for determining and reviewing compensation arrangements for the
directors, and the executive team. The board assesses the appropriateness of the nature and amount of emoluments of such offcers on
a periodic basis by reference to relevant employment market conditions with overall objective of ensuring maximum stakeholder beneft
from the retention of a high quality board and executive team. Such offcers are given the opportunity to receive their base emolument in
a variety of forms including cash and fringe benefts such as expenses payment plans. It is intended that the manner of payment chosen
will be optimal for the recipient without creating undue cost for the company.

For directors and staff, the company provides a remuneration package that incorporates both cash—based remuneration and share—
based remuneration. Bonuses are issued when Key Performance Indicators, which are stipulated within services agreements, are met
in part or full, as assessed appropriate by Board. Bonuses can be taken as cash, shares or a combination of both. The contracts for
services between the company and specifed directors and executives are on a continuing basis the terms of which are not expected
to change in the immediate future. Share-base remuneration is conditional upon continuing employment thereby aligning director and
shareholder interests. The remuneration policy is not directly related to company performance. The board considers a remuneration
policy based on short-term returns may not be benefcial to the long-term creation of wealth by the company for shareholders.

The company determines the maximum amount for remuneration, including thresholds for share-based remuneration for directors by
resolution.

Named directors and executives
The names and positions of each person who held the position of director at any time during the fnancial period is provided above. The
position of Managing Director was flled on 3 September 2008 by Mr Mark Miller. Prior to his appointment the position of Managing

Director was vacant. There was only one executive in the company who received remuneration for the fnancial period

Executive Position
Vicki Kahanoff Company Secretary

Compensation by Category

CONSOLIDATED PARENT ENTITY
2009 2008 2009 2008
$ $ $ $

Short term employment benefts 752,550 865,423 752,550 865,423
Post employment benefts 73,551 26,757 73,551 26,757
Termination benefts - 125,001 - 125,001
Share based payments 76,000 323,000 76,000 323,000
902,101 1,340,181 902,101 1,340,181
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Directors’ Remuneration

Primary Benefts

Post Employment

Salary Cash Non Termination Equity Other
& Fees Bonus Monetary Superannuation Benefts Options* Benefts Total
S.R. Molesworth 2009 85,000 - - 7,650 - - - 92,650
2008 77918 - - 7,012 - 90,000 - 174,930
M Millerc 2009 225,000 20,000 1,895 41,667 - 76,000 - 364,562
2008 - - - - - - - -
R.J. Annells® 2009 74,109 - - 4,500 - - - 78,609
2008 207,665 - - 3,749 - 60,000 - 271,414
J.T. Kopcheff 2009 50,000 - 4,500 - - - 54,500
2008 41,665 - - 3,750 - 60,000 - 105415
R.L. King® 2009 177,280 - - 4,500 - - - 181,780
2008 170,834 - - 3,749 - 60,000 - 234,583
Total Directors 2009 611,389 20,000 1,895 62,817 - 76,000 - 772,101
remuneration 2008 498,082 - - 18,260 - 270,000 - 786,342
* The values shown in the column headed ‘equity options’ represents the non-cash notional value of the options.
AThe values shown represent payment made as a director and as a consultant (paid to Arc de Triomphe Securities Pty Ltd.)
& The Values shown represent payment made as a director and as chief geologist (paid to Rob King and associates).
¢ M Miller commenced employment during the year - 2008 comparatives not applicable.
Executives’ Remuneration
Primary Benefts Post Employment
Salary Non Termination Equity Other
& Fees Monetary Superannuation Benefts Options* Benefts Total
E. Bombardieri® 2009 - - - - - - -
2008 272,922 - - 125,001 - - 397,923
V. Kahanoff 2009 119,266 - 10,734 - - - 130,000
2008 94,419 - 8,497 - 53,000 - 155,916
Total Executives 2009 119,266 - 10,734 - - - 130,000
remuneration 2008 367,341 - 8,497 125,001 53,000 - 553,839
* The values shown in the column headed ‘equity options’ represents the non-cash notional value of the options.
© £ Bombardieri resigned on the 11 April 2008
Remuneration as options and options with no performance criteria
The percentage of each director and executive remuneration which comprises options is shown in the table below:
2009 2008
Directors’ and Executives’ % of Remuneration from % of Remuneration from
Options Options
Directors
S.R. Molesworth - 51.5%
M Miller® 20.8% -
R.J. Annells - 22.1%
J.T. Kopcheff - 56.9%
R.L. King - 25.6%
Executives
E. Bombardieri ® - -
V. Kahanoff - 34.0%

€M Miller commenced employment during the year - 2008 comparatives not applicable.

P E. Bombardieri resigned on 11 April 2008.
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DIRECTORS’ REpORT (CONTINUED) @& Greenearth Energy Ltd.

Options granted as remuneration that have been exercised or lapsed during the fnancial period

2009 Directors and 1July Value granted Value Value lapsed 30 June 2009
Executives 2008 exercised
Directors
S.R. Molesworth 90,000 - - - 90,000
M Miller® - 76,000 - - 76,000
R.J. Annells 60,000 - - - 60,000
J.T. Kopcheff 60,000 - - - 60,000
R.L. King 60,000 - - - 60,000
Executives
E. Bombardieri ® - - - -
V. Kahanoff 53,000 - - - 53,000
Total 323,000 76,000 - - 399,000
2008  Directors and 1July Value granted Value Value lapsed 30 June 2008
Executives 2007 exercised
Directors
S.R. Molesworth - 90,000 - - 90,000
M Miller® - - - - -
R.J. Annells - 60,000 - - 60,000
J.T. Kopcheff - 60,000 - - 60,000
R.L. King - 60,000 - - 60,000
Executives
E. Bombardieri © - - - - -
V. Kahanoff - 53,000 - - 53,000
Total 323,000 - - 323,000

€ M Miller commenced employment during the year - 2008 comparatives not applicable.
P E. Bombardieri resigned on 11 April 2008.
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Directors’ and Executives’ Equity holdings

(@) Compensation options: granted and vested during the year

During the fnancial period 3,000,000 options were granted as equity compensation benefts to directors and executives. Each
option entities the holder to subscribe for one fully paid ordinary share in the entity at an exercise price of 20 cents. One million
options vest 6 months after commencement and expire 30 September 2010 and 2 million options vest on successful renewal of
employment contract and expire on 30 September 2012.

2009 Terms and Conditions for each grant
Grant Grant Valge per E>§ercise Fi_rst L{:lst
Number Date Option at price per Exercise E_xerC|se
Grant Date Share Date Expiry Date
Directors
S.R. Molesworth -
M Miller® 1,000,000 3 Sep 2008 0.025 0.20 3 Mar 2009 30 Sep 2010
M Miller® 2,000,000 3 Sep 2008 0.025 0.20 1 Jul 2009 30 Sep 2012
R.J. Annells - -
J.T. Kopcheff - -
R.L. King - -
Executives
E. Bombardieri® - -
V. Kahanoff - -
2008 Terms and Conditions for each grant
Grant Grant Valge per E)fercise Fi_rst Lgst
Number Date Option at price per Exercise E_xermse
Grant Date Share Date Expiry Date
Directors
S.R. Molesworth 1,500,000 1 Oct 2007 0.06 0.45 1 Oct 2007 30 Sep 2012
M Miller® - - - -
R.J. Annells 1,000,000 1 Oct 2007 0.06 0.45 1 Oct 2007 30 Sep 2012
J.T. Kopcheff 1,000,000 1 Oct 2007 0.06 0.45 1 Oct 2007 30 Sep 2012
R.L. King 1,000,000 1 Oct 2007 0.06 0.45 1 Oct 2007 30 Sep 2012
Executives
E. Bombardieri® - - - - - -
V. Kahanoff 1,000,000 18 Mar 2008 0.053 0.45 18 Mar 2008 30 Sep 2012

€ M Miller commenced employment during the year - 2008 comparatives not applicable.
P E. Bombardieri resigned on 11 April 2008.
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DIRECTORS’ REpORT (CONTINUED) & Greenearth Energy Ltd.

(b) Share issued on exercise of compensation options
No shares have been issued on exercise of compensation options by any director or executive specifed.

(¢) Number of Options held by Key Management Personnel

2009 Balance Granted as Options Net Change Balance Total vested Total Total
1July Remuneration Exercised Other 30 June 30 June exercisable unexercisable
2008 (purchases/ 2009 2009 30June 30June
Expired) 2009 2009
Directors
S.R. Molesworth 2,667,779 - - (344,445) 2,323,334 2,323,334 2,323,334 -
M Miller® - 3,000,000 - - 3,000,000 3,000,000 3,000,000 -
R.J. Annells 2,033,332 - - (366,666) 1,666,666 1666666 1,666,666 -
J.T. Kopcheff 3771777 - - (694,444) 3,083,333 3,083,333 3,083,333 -
R.L. King 1,811,112 - - (227778) 1,583,334 1,583,334 1,583,334 -
Executives

E. Bombardieri® - - - - - - - R

V. Kahanoff 1,111,110 - - (27777) 1,083,333 1,083333 1,083,333 -
Total 11,401,110 3,000,000 - (1,661,110) 12,740,000 12,740,000 12,740,000 -
2008 Balance Granted as Options Net Change Balance Total Total Total
1July 2007 Remuneration Exercised Other 30 June vested exercisable unexercisable
(purchases/ 2008 30 June 30 June 30 June
Expired) 2008 2008 2008
Directors

S.R. Molesworth - 1,500,000 - 1167779 2667779 2667779  2,667779 -
M Miller® - - - - - - - -
R.J. Annells 333,333 1,000,000 (333,333) 1,033,332 2,033,332 2033332 2,033,332 -
J.T. Kopcheff 416,667 1,000,000 (416,667) 2777777 3777777 3777777 3777777 -
R.L. King 166,667 1,000,000 (166,667) 811,112 1,811,112 1,811,112 1,811,112 -

Executives
E. Bombardieri® - - - - - - - -
V. Kahanoff - 1,000,000 - 111,110 1,111,110 1,111,110 1,111,110 -
Total 916,667 5,500,000 (916,667) 5,901,110 11,401,110 11,401,110 11,401,110 -

€ M Miller commenced employment during the year - 2008 comparatives not applicable.
D E. Bombardieri resigned on 11 April 2008.
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(d)

Number of shares held by key management personnel

Balance Granted as On Exercise of Net Change Other Balance
2009 1 July 2008 Remuneration Options (purchases) 30 June 2009
Ord Pref Ord Pref Ord Pref Ord Pref Ord Pref
Directors
S.R. Molesworth 1,003,334 - - - - - - - 1,003,334 -
M Miller® - - - - - - - - - -
R. J. Annells 1,099,999 - - - - - - - 1,099,999 -
J.T. Kopcheff 2,083,333 - - - - - 266,667 - 2,350,000 -
R.L. King 683,334 - - - - - - - 683,334 -
Executives
E. Bombardieri ® - - - - - - - - - -
V. Kahanoff 83,333 - - - - - - - 83,333 -
Total 4,953,333 - - - - - 266,667 - 5,220,000 -
Balance Granted as On Exercise of Net Change Other Balance
2008 1 July 2007 Remuneration Options (purchases) 30 June 2008
Ord Pref Ord Pref Ord Pref Ord Pref Ord Pref
Directors
S.R. Molesworth - - - - - - 1,003,334 - 1,003334 -
M Miller® - - - - - - - - -
R.J. Annells 333,333 - - - 333,333 - 433333 - 1,099,999 -
J.T. Kopcheff 416,667 - - - 416,667 - 1,249,999 - 2083333 -
R.L. King 166,667 - - - 166,667 - 350,000 - 683334 -
Executives
E. Bombardieri ® - - - - - - - - - -
V. Kahanoff - - - - - - 83,333 - 83,333 -
Total 916,667 - - - 916,667 - 3,119,999 - 4,953,333 -

€ M Miller commenced employment during the year - 2008 comparatives not applicable.
P E. Bombardieri resigned on 11 April 2008.

All equity transactions with specifed directors and executives other than those arising from the exercise of remuneration options
have been entered into under terms and conditions no more favourable than those the entity would have adopted if dealing at

arms length.

Signed in accordance with a resolution of the directors

AL

MARK MILLER
Managing Director

\/\/

Signed at Melbourne, Victoria on 25 September 2009

27



AUDITOR'S INDEpPENDENCE DECLARATION & Greenearth Energy Ltd.

PITCHER PARTNERS

An independent Victorian Partnarship
ABM 2T 975 255 196

To the Directors of Greenearth Energy Ltd.

In relation to the independent audit for the year ended 30 June 2009, to the best of my knowledge and belief
there have been:

(i) Mo contraventions of the auditor independence requirements of the Corporations Act 2001

(ii) No contraventions of any applicable code of professional conduct

MW PRINGLE “ PITCHER PARTNERS

Partner Melbourne
ArSeptember 2009
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INCOME STATEMENT

17

3 Greenearth Energy Ltd.

For the year ended 30 June 2009

Revenue
Other income

Employee benefts expense

Loss on Fair Value of Investments
Depreciation expenses

Finance costs

Exploration Expenditure Written Off
Accounting and audit expenses
Professional fees

Marketing and promotion expenses
Rent and occupancy expenses
Consulting expenses

Share of Associate Loss

Impairment loss on Investments
in Associates

Administrative expenses
Total expenses
(Loss) before income tax

Income tax expense

(Loss) from continuing operations

(Loss) for the year

(Loss) attributable to the members

of the parent

Basic loss per share (cents per share)

Diluted loss per share (cents per share)

Note

5(a)

5(b)
5(d)
12
20

24

24(iv)
5(c)

6(a)

18
18

CONSOLIDATED

PARENT ENTITY

2009 2008 2009 2008
$ $ $ $
520,986 293,274 520,986 293,274

(596,815) (564,343) (596,815) (564,343)

(39,252) (50,000) (39,252) (50,000)
(65,606) (5,053) (65,606) (5,053)
(2,393) (14,164) (2,393) (14,164)
(8,747) (8,747)
(65,405) (35,505) (65,405) (35,505)
(7,148) (6,131) (7,148) (6,131)
(82,733) (60,864) (82,733) (60,864)
(124,178) (28,188) (124,178) (28,188)
(408,101) (801,953) (408,101) (801,953)
(60,951) (26,597)

(224,346) (224,346)

(594,868) (521,921) (594,868) (521,921)
(2,280,543) (2,088,122) (2,246,189) (2,088,122)
(1,759,557) (1,794,848) (1,725,203) (1,794,848)
(1,759,557) (1,794,848) (1,725,203) (1,794,848)
(1,759,557) (1,794,848) (1,725,203) (1,794,848)
(1,759,557) (1,794,848) (1,725,203) (1,794,848)

(2.63) (3.67)
(2.63) (3.67)
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BALANCE ShEET & Greenearth Energy Ltd.

As at 30 June 2009

Note CONSOLIDATED PARENT ENTITY
2009 2008 2009 2008
$ $ $ $
CURRENT ASSETS
Cash and cash equivalents 17(b) 5,468,551 8,310,446 5,468,551 8,310,446
Receivables 7 68,168 81,119 125,001 81,119
Financial assets at fair value through
proft or loss 8 78,510 150,000 78,510 150,000
Other fnancial assets 10 805,622 45,000 805,622 45,000
Other current assets 9 23,964 99,834 23,964 99,834
TOTAL CURRENT ASSETS 6,444,815 8,686,399 6,501,648 8,686,399
NON-CURRENT ASSETS
Investment in Associate 24 71,536 - 49,057
Property, Plant and equipment 11 163,823 5417 163,823 5,417
Exploration, evaluation and
development 12 1,830,889 1,313,599 1,830,889 1,313,599
TOTAL NON-CURRENT ASSETS 2,066,248 1,319,016 2,043,769 1,319,016
TOTAL ASSETS 8,511,063 10,005,415 8,545,417 10,005,415
CURRENT LIABILITIES
Trade and other payables 13 226,372 167,315 226,372 167,315
Provisions 14 34,665 15,133 34,665 15,133
TOTAL CURRENT LIABILITIES 261,037 182,448 261,037 182,448
NON-CURRENT LIABILITIES
Provisions 14 22,308 32,367 22,308 32,367
TOTAL NON-CURRENT LIABILITIES 22,308 32,367 22,308 32,367
TOTAL LIABILITIES 283,345 214,815 283,345 214,815
NET ASSETS 8,227,718 9,790,600 8,262,072 9,790,600
EQUITY
Share capital 15(a) 11,366,786 11,246,111 11,366,786 11,246,111
Other Reserves 16 545,500 469,500 545,500 469,500
Accumulated Losses 16 (3,684,568) (1,925,011) (3,650,214) (1,925,011)
TOTAL EQUITY 8,227,718 9,790,600 8,262,072 9,790,600
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STATEMENT OF ChANGES IN EQUITY

& Greenearth Energy Ltd.

For the year ended 30 June 2009

TOTAL EQUITY AT ThE BEGINNING
OF ThE YEAR

Share based payments for third parties
Employee share options
Net Income recognised directly in equity

(Loss) for the year

Total recognised expense
for the period

Attributable to:
Members of the parent

Transactions with equity holders in
their capacity as equity holders:

Contributions

Capital Raising Costs

TOTAL EQUITY AT ThE END
OF ThE YEAR

CONSOLIDATED PARENT
2009 2008 2009 2008
$ $ $ $
9,790,600 619,837 9,790,600 619,837
- 120,000 - 120,000
76,000 349,500 76,000 349,500
76,000 469,500 76,000 469,500
(1,759,557) (1,794,848) (1,725,203) (1,794,848)
(1,683,557) (1,325,348) (1,649,203) (1,325,348)
(1,683,557) (1,794,848) (1,649,203) (1,794,848)
(1,683,557) (1,794,848) (1,649,203) (1,794,848)
120,675 11,284,228 120,675 11,284,228
- (788,117) - (788,117)
120,675 10,496,111 120,675 10,496,111
8,227,718 9,790,600 8,262,072 9,790,600
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STATEMENT OF CASh FLOWS & Greenearth Energy Ltd.
For the year ended 30 June 2008
Note CONSOLIDATED PARENT ENTITY
2009 2008 2009 2008
$ $ $ $
CASh FLOWS FROM OpERATING
ACTIVITIES
Receipts 74,079 9,338 74,079 9,338
Payments to suppliers and employees (1,632,386) (1,708,790) (1,632,386) (1,708,790)
Payments for exploration and
evaluation costs (544,989) (1,223,153) (544,989) (1,223,153)
Interest received 390,816 247731 390,816 247731
NET CASh FLOWS USED BY
OpERATING ACTIVITIES 17(a) (1,712,480) (2,674,874) (1,712,480) (2,674,874)
CASh FLOWS FROM INVESTING
ACTIVITIES
Purchase of listed securities - (200,000) - (200,000)
Purchase of unlisted securities (1,014,409) - (1,014,409)
Purchase of Property, plant and
equipment (198,622) (6,920) (198,622) (6,920)
Payments for bonds and deposits (48,046) (45,000) (48,046) (45,000)
Proceeds from matured bonds
and deposits 45,000 - 45,000
Proceeds from sale of shares
In listed company 65,987 59,764 65,987 59,764
NET CASh FLOWS USED BY
INVESTING ACTIVITIES (1,150,090) (192,156) (1,150,090) (192,156)
CASh FLOWS FROM FINANCING
ACTIVITIES
Proceeds from issues of ordinary
shares 20,675 11,284,228 20,675 11,284,228
Payment of share issue costs - (668,117) - (668,117)
NET CASh FLOWS pROVIDED BY
FINANCING ACTIVITIES 20,675 10,616,111 20,675 10,616,111
NET (DECREASE) / INCREASE IN
CASh hELD (2,841,895) 7,749,081 (2,841,895) 7,749,081
Add opening cash brought forward 8,310,446 561,365 8,310,446 561,365
CLOSING CASh CARRIED
FORWARD 17(b) 5,468,551 8,310,446 5,468,551 8,310,446
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3 Greenearth Energy Ltd.

Note 1: Basis of preparation

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

The fnancial report covers Greenearth Energy Ltd. as an individual parent entity and Greenearth Energy Ltd. and controlled entities
as a consolidated entity. Greenearth Energy Ltd. is a company limited by shares, incorporated and domiciled in Australia.

The fnancial report was authorised for issue by the Directors as at the date of the Directors’ report.

The following is a summary of material accounting policies adopted by Greenearth Energy Ltd. in the preparation and presentation of
the fnancial report. The accounting policies have been consistently applied, unless otherwise stated.

(@)

Basis of preparation of the fnancial report

Compliance with IFRS

Australian Accounting Standards include Australian equivalent to International Financial Reporting Standards. Compliance with
Australian equivalent International Financial Reporting Standards, ensures compliance with International Financial Reporting
Standards (IFRS).

Historical Cost Convention
The fnancial report has been prepared under the historical cost convention, as modifed by revaluations to fair value for certain
classes of assets as described in the accounting policies.

Principles of Consolidation

The consolidated fnancial statements are those of the consolidated entity, comprising Greenearth Energy Ltd., the parent entity
and all entities which Greenearth Energy Ltd., controlled from time to time during the year and at balance date.

Information from the fnancial statements of subsidiaries is included from the date the parent company obtains control until
such time as control ceases. Where there is loss of control of a subsidiary, the consolidated fnancial statements include the
results for the part of the reporting period during which the company has control. Details on the controlled entities are detailed
in note 21.

The fnancial statements of subsidiaries are prepared for the same reporting period as the parent company, using consistent
accounting policies. Adjustments are made to bring into line any dissimilar accounting policies that may exist.

All intercompany balance and transactions, including unrealised profts arising from intra-group transactions, have been
eliminated in full.

Cash and cash equivalents

For the purposes of the Statement of Cash Flows, cash includes cash on hand and at banks, short term deposits with an
original maturity of three months or less held at call with fnancial institutions.

Investments

Financial assets at fair value through profit or loss

Investments in listed securities are carried at fair value through proft and loss. They are measured at their fair value at each
reporting date and any increment or decrement in fair value from the prior period is recognised in the proft and loss of the
current period. Fair values of listed investments are based on current bid prices.

Financial assets at cost
Unlisted investments are carried at cost less impairment.

Impairment of assets

Assets with an indefnite useful life are not amortised but are tested annually for impairment in accordance with AASB 136. Assets
subject to annual depreciation or amortisation are reviewed for impairment whenever events or circumstances arise that indicates
that the carrying amount of the asset may be impaired. Exploration and evaluation assets are tested for impairment when facts

and circumstances suggest that the carrying amount of an exploration and evaluation asset may exceed its recoverable amount

in accordance with AASB6. An impairment loss is recognised where the carrying amount of the asset exceeds its recoverable
amount. The recoverable amount of an asset is defned as the higher of its fair value less costs to sell and value in use.
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3 Greenearth Energy Ltd.

Note 1: Basis of preparation (continued)

(f)

34

Property, Plant and equipment
Each class of Property, plant and equipment are stated at cost less depreciation and any accumulated impairment loss.

The carrying amount of Property, plant and equipment is reviewed annually for impairment by directors to ensure it is not in
excess of the recoverable amount from those assets. Refer to note 1(e).

Depreciation
The depreciable amounts of Property, plant and equipment are provided on a diminishing value basis and straight line basis.

The useful lives for each class of assets are:

2009 2008
Computer equipment 3 years 3 years
Offce equipment 6 years 6 years
Leasehold improvements the lease term the lease term

Exploration and evaluation costs

Costs arising from exploration activities are carried forward provided such costs are expected to be recouped through
successful development or sale, or exploration activities have not reached a stage which permits a reasonable assessment
of the existence or otherwise of economically recoverable reserves. AASB 6 “Exploration for and Evaluation of Mineral
Resources” requires that the company perform impairment tests on those assets when facts and circumstances suggest
that the carrying amount may be impaired. However, the directors believe the impairment testing has been aligned with the
factors that must currently be satisfed for capitalisation of exploration and evaluation costs.

Exploration expenses are recognised on a net basis.

Costs carried forward in respect of an area of interest that is abandoned are written off in the year in which the decision to
abandon is made.

Amortisation
Costs on production areas are amortised over the life of the area if interest to which such costs relate on the production
output basis. The entity does not currently have any production areas.

Restoration costs

Restoration costs that are expected to be incurred are provided for as part of the cost of the exploration, evaluation,
development, construction or production phases that give rise to the need for restoration. Accordingly, these costs are
recognised gradually over the life of the facility as these phases occur. The costs include obligations relating to reclamation,
waste site closure, platform removal and other costs associated with the restoration of the site. These estimates of the
restoration obligations are based on anticipated technology and legal requirements and future costs that have been
discounted to their present value. Any changes in the estimates are adjusted on a retrospective basis. In determining the
restoration obligations, the entity has assumed no signifcant changes will occur in the relevant Federal and State legislation
in relation to restoration of such wells in the future.

Leases

Leases are classifed at their inception as either operating or fnance leases based on economic substance of the agreement so
as to refect the risks and benefts incidental to ownership.

Operating Leases
The minimum lease payments of operating leases, where the lessor effectively retains substantially all of the risks and benefts of
ownership of the leased item, are recognised as an expense in the period in which they are incurred.

Finance leases
The group currently has no fnance leases.
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3 Greenearth Energy Ltd.

Note 1: Basis of preparation (continued)

(i)

(m)

Payables

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

Payables to related parties are carried at the principal amount.
Contributed equity
Issued and paid up capital is recognised at the fair value of the consideration received by the company.

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

Revenue Recognition

Revenue is recognised to the extent that it is probable that the economic benefts will fow to the entity and that the revenue
can be reliably measured. The following specifc recognition criteria must also be met before revenue is recognised.

Interest
Control of the right to receive the interest payment.

Sale of Investment
In respect of sales of fxed assets or investments, the proceeds arising from their sale are recognised when control of
the asset is passed to the buyer.

All revenue is stated net of the amount of goods and services tax (GST).
Taxes

Income tax losses
Current income tax expense or revenue is the tax payable on the current period’s taxable income based on the applicable
income tax rate adjusted by changes in deferred tax assets and liabilities.

A balance sheet approach is adopted under which deferred tax assets and liabilities are recognised for temporary
differences between the tax bases of assets and liabilities and their carrying amounts in the fnancial statements. No
deferred tax asset or liability is recognised in relation to temporary differences arising from the initial recognition of an asset
or a liability if they arose in a transaction, other than a business combination, that at the time of the transaction did not affect
either accounting proft or taxable proft or loss.

Deferred tax assets are recognised for temporary differences and unused tax losses only when it is probable that future
taxable amounts will be available to utilise those temporary differences and losses.

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

Liabilities arising in respect of wages and salaries, annual leave, and any other employee benefts expected to be settled within
twelve months of the reporting date are measured at their nominal amounts based on remuneration rates which are expected to be
paid when the liability is settled. All other employee beneft liabilities are measured at the pres