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DIRECTORS REPORT

Your Directors present their report on the Company for the financial half year ended 31 December 2007.

DIRECTORS

The names and details of the Directors of the Company in office during the half year are set out below. Directors have
been in office for the entire period unless otherwise stated.

Dennis Gee - Non-Executive Chairman (appointed 9 February 2007, Chairman 10 July 2007)

John Canaris Non-Executive Director
David Eiszele - Non-Executive Director (appointed 10 July 2007)

Marcus Gracey

Non-Executive Director (appointed 10 July 2007)

Malcolm James - Non-Executive Chairman (resigned 10 July 2007)

REVIEW OF OPERATIONS
Highlights
e Exploration Success — Hot Rock prospectivity confirmed on the grid
e Very high modelled temperatures recorded - 248°C modelled to 5,000m

e First exploration drilling programme completed in the Torrens Project Area north of Port Augusta, South
Australia.

*  $3 million in grant matched-funding secured under Renewable Energy Development Initiative programme
*  Acquisition of GEL 293 Port Adelaide, South Australia, brings new opportunity
Summary

The second half of 2007 was a breakthrough period for Torrens Energy, with the discovery of a potential new hot rock
province in the Torrens Project Area, South Australia. The results confirm the validity of Torrens Energy’s innovative
exploration methodology, and represent a major advancement in the search for Hot Rocks in the heart of infrastructure.

The “Parachilna Discovery” is an area of high heat-flow measured in exploration drilling, indicating that viable
temperatures for power generation may be widespread, indicating the potential for a “geothermal field” on the grid.

Torrens Energy continued its aggressive land acquisition programme, securing the strategically located GEL 293 in heart
of power infrastructure at Port Adelaide, north of the Adelaide CBD. This acquisition has brought forward a range of
possible geothermal applications for geothermal energy including desalination of sea water and hybrid geothermal pre-
heating at Power Stations.

With exploration drilling continuing into 2008, supported by a $3M matched grant funding from the Federal Government’s
Renewable Energy Development Initiative, the Company is confident of delivering further “hot rock” exploration success.

Drilling Completed To Date — Outstanding Results

Exploration drilling commenced in October 2007 and was completed in early 2008. During December 2007, Torrens
Energy announced the discovery of high heat flow 15km from the National Power Grid in diamond drill hole Torrens 1,
north of Port Augusta in South Australia (ASX Release 7 December 2007). In January 2008 the Company announced
results from further exploration drilling at the Torrens Project Area, with most heat flow values well above the Company’s
stated target of 90mW/m2, with associated high temperature gradients (ASX Release 29 January 2008).
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DIRECTORS REPORT

Hole Name Current Depth Heat Flow T 5000m
Gollum #1 501m 90 mw/m? 202°C £ 5°C
Nazgul #1 600m 106 mw/m? 248°C £ 6°C
Sauron #1 375m 106 mw/m? 248°C + 6°C
Gandalf #1 585m Results to be Returned
Balrog # 1 507m Results to be Returned

These modelled results are higher than temperatures currently being exploited for “hot rock” geothermal power in Europe,
and amongst the highest being evaluated in Australia. The results confirm the existence of hot rock geothermal targets in
the Company’s wholly owned Torrens Project, located adjacent to the National Electricity Grid in South

Australia.

High modelled temperatures were recorded over a continuous area highlighting the potential for the Company to
establish a new “geothermal field” north of Port Augusta.

These values represent a significant discovery and are above averages recorded for the Cooper Basin of South
Australia, which has traditionally been the focus of geothermal exploration activity in Australia.

REDI Grant - $3 million Awarded

Torrens Energy is delighted to have been granted a $3 million facility in matched funding, under the Australian Federal
Government's Renewable Energy Development Initiative (REDI) Scheme, a forward-thinking assistance package
designed to back innovative technologies and methodologies relating to renewable energy development in Australia.

Acquisition of GEL 293 Port Adelaide, South Australia

On December 11 2007 Torrens Energy announced the granting of GEL 293 at Port Adelaide, north of the Adelaide CBD.
The acquisition of this GEL extends the Company’s wholly owned Adelaide Project into the heart of SA’s power industry
and infrastructure.

Technical studies completed overseas show that geothermal resources have the potential to be retro-fitted directly to
existing fossil-fuel powered power production. This process has been termed “hybrid geothermal pre-heating”, and
involves elevating the water temperatures prior to being injected into the steam cycle. Torrens Energy believes that the
acquisition of GEL 293 is important, not only in acquiring highly prospective hot-rock geothermal ground, but also bringing
forward direct commercial opportunities for augmenting existing power and water infrastructure in South Australia.

In addition, GEL 293 incorporates what Torrens Energy believes to be a prime site for the development of a desalination
plant. Studies completed overseas have shown that relatively moderate geothermal temperatures can be utilised to

effectively desalinate seawater, with geothermal temperatures between 75°C and 100°C used to successfully desalinate
seawater using multi-effect distillation (ASX Announcement, 25 June 2007).

AUDITORS INDEPENDENCE DECLARATION

The auditor’s independence declaration for the half year ended 31 December 2007 has been received and is set out on
page 6.

Signed in accordance with a resolution of the Board of Directors

Dennis Gee (Chairman)
Dated this day of 10 March 2008
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CONDENSED INCOME STATEMENT

FOR THE HALF YEAR ENDED 31 DECEMBER 2007

31 December

31 December

2007 2006
Notes $ $
Interest revenue 2 180,437 1,688
Other revenue 2 2,000 -
Employee benefits expense 6 (59,402) -
Depreciation expense (8,771) (1,337)
Other expenses from ordinary activities (177,015) (61,293)
LOSS BEFORE INCOME TAX (62,751) (60,942)
Income tax expense - -
LOSS FROM CONTINUING OPERATIONS (62,751) (60,942)
Basic loss per share (cents per share) 8 (0.13) (0.51)
Diluted earnings loss per share (cents per share) 8 (0.13) (0.51)

Torrens Energy Limited - Half Year Financial Report 31 December 2007



CONDENSED BALANCE SHEET
AS AT 31 DECEMBER 2007

31 December 30 June
2007 2007
Notes $ $
CURRENT ASSETS
Cash and cash equivalents 5,695,115 5,881,425
Trade and other receivables 45,373 58,026
Other - 59,488
TOTAL CURRENT ASSETS 5,740,488 5,998,939
NON-CURRENT ASSETS
Property, plant and equipment 63,369 28,202
Exploration and evaluation expenditure 1,037,824 394,580
TOTAL NON-CURRENT ASSETS 1,101,193 422,782
TOTAL ASSETS 6,841,681 6,421,721
CURRENT LIABILITIES
Trade and other payables 184,026 65,717
Accruals 305,000 -
TOTAL CURRENT LIABILITIES 489,026 65,717
TOTAL LIABILITIES 489,026 65,717
NET ASSETS 6,352,655 6,356,004
EQUITY
Issued Capital 6,273,678 6,273,678
Reserves 190,534 131,132
Retained Losses (111,557) (48,806)
TOTAL EQUITY 6,352,655 6,356,004
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CONDENSED STATEMENT OF CHANGES IN EQUITY
FOR THE HALF YEAR ENDED 31 DECEMBER 2007

Share Capital Accumulated Option
Ordinary Losses Reserve Total
$ $ $ $
BALANCE AT 1 JULY 2007 6,273,678 (48,806) 131,132 6,356,004
Cost of Share Based Payment B - 59,402 59,402
Loss for period ) (62,751) - (62,751)
BALANCE AT 31 DECEMBER 2007 6,273,678 (111,557) 190,534 6,352,655
BALANCE AT 1 JULY 2006 325,000 (786) - 324,214
Shares Issued during the half year 25,000 - - 25,000
Transaction Costs (1,021) - - (2,021)
Loss for period B (60,942) - (60,942)
BALANCE AT 31 DECEMBER 2006 348,979 (61,728) - 287,251
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CONDENSED CASH FLOW STATEMENT
FOR THE HALF YEAR ENDED 31 DECEMBER 2007

31 December

31 December

2007 2006
$ $

CASH FLOWS FROM OPERATING ACTIVITIES
Payments to suppliers and employees (192,905) (59,414)
Interest received 206,379 1,688
Payments for exploration and evaluation (155,846) (68,908)
NET CASH FLOWS USED BY OPERATING ACTIVITIES (142,372) (126,634)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment (43,938) (8,951)
NET CASH FLOWS USED BY INVESTING ACTIVITIES (43,938) (8,951)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issue of shares - 23,979
NET CASH FLOWS RECEIVED FROM FINANCING ACTIVITIES - 23,979
NET DECREASE IN CASH HELD (186,310) (111,606)
Cash at beginning of financial year 5,881,425 266,074
CASH AT END OF FINANCIAL YEAR 5,695,115 154,468
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED 31 DECEMBER 2007

1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

The half year financial report of Torrens Energy Limited was authorised for issue in accordance with a resolution of the
directors on 7 March 2008.

The financial report covers Torrens Energy Limited as an individual listed public company, incorporated and domiciled in
Australia.

The half-year financial report does not include all of the notes of the type normally included within the annual financial
report and therefore cannot be expected to provide as full an understanding of the financial performance, financial
position and financing and investing activities of the consolidated entity as the full financial report.

The half-year financial report should be read in conjunction with the annual Financial Report of Torrens Energy Limited
as at 30 June 2007.

It is also recommended that the half-year financial report be considered together with any public announcements made
by Torrens Energy Limited during the half-year ended 31 December 2007 in accordance with the continuous disclosure

obligations arising under the Corporations Act 2001.

The following is a summary of the material accounting policies adopted by the entity in the preparation of the financial

report. The accounting policies have been consistently applied, unless otherwise stated.

Basis of Preparation

The half-year financial report is a general purpose financial report, which has been prepared in accordance with the
requirement of the Corporations Act 2001, applicable Accounting Standards, including AASB 134 “Interim Financial

Reporting” and other mandatory professional reporting requirements.

For the purpose of preparing the half-year financial report, the half-year has been treated as a discrete reporting

period.

The accounting policies set out below have been consistently applied to all years presented.
Reporting Basis and Conventions

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

Accounting Policies

The half-year consolidated financial statements have been prepared using the same accounting policies as used in

the annual financial statements for the year ended 30 June 2007 other than as described below.

a) Government Grants

Government grants are recognised when there is reasonable assurance that the grant will be received and all
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED 31 DECEMBER 2007

attaching conditions will be complied with.

During the half year the entity made an early adoption of AASB 2007-04 ‘Amendments to Australian Accounting
Standards arising from ED 151 and other amendments’ which was otherwise effective for financial years
beginning 1 July 2007. The adoption of this standard has resulted in a change in the entity’s accounting for
government grants under AASB 120 ‘Accounting for Government Grants and Disclosure of Government
Assistance’, in that the entity has take the option now available to present exploration and evaluation assets net
of the government grant received. This presentation is considered to better reflect the purpose of the government
funding and shows the impact of the receipt of the grant in the appropriate financial year. Under AASB 108
Accounting Policies, Changes in Accounting Estimates, and Errors the change has been accounted for with effect
from 1 July 2006.

Changes in Accounting Policies

Since 1 July 2007, the Group has adopted the following standards and interpretations, mandatory for financial

reporting periods beginning on and after 1 July 2007. Adoption of these Standards and Interpretations did not have

any material effect on the financial position or the performance of the Group.

AASB 101 (revised October 2006) Presentation of the financial statements
AASB 7 Financial Instruments: Disclosures

AASB 2005-10 Amendments of Australian Accounting Standards (AASB 132, 101, 114, 117, 133, 139, 1, 4,
1023, and 1038)

AASB 2007-1 Amendments of Australian Accounting Standards arising from the Interpretation 11 (AASB 2)
AASB 2007-4 Amendments of Australian Accounting Standards arising from ED 151 and Other Amendments

AASB 2007-7 Amendments of Australian Accounting Standards (AASB 1, AASB2, AASB 4, AASB5, AASB107, &
AASB 128)

Interpretation 10 Interim Financial Reporting Impairment

Interpretation 11 AASB 2- Group and Treasury Share Transactions

31 December 31 December
2007 2006
$ $
REVENUE
Interest Received 180,437 1,688
Other Income 2,000 -
Total Revenue 182,437 1,688

DIVIDENDS

The Company has not paid or provided for dividends during the period.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED 31 DECEMBER 2007

4. SEGMENT INFORMATION

The Company operates predominately in one geographical segment, being Australia and industry being
geothermal exploration.

5. CONTINGENT LIABILITIES

There have been no changes in contingent liabilities since 30 June 2007.

6. SHARE BASED PAYMENTS

In determining the number of options issued to directors and their terms, consideration was given to the relevant
experience and role of each of the director, their respective overall remuneration terms, the current market price

of the shares and the terms of option packages granted to directors of other companies within the resources
industry.

The following share-based payment arrangements existed at 31 December 2007:

On 15 October 2007, 40,000, 100,000 and 200,000 share options were granted to each of David Eiszele and
Marcus Gracey, to take up ordinary shares at an exercise price of $0.70, $1.00 and $1.50 cents respectively. The
options are exercisable on or before 30 June 2010 and are not quoted on the ASX.

The fair value of the options each granted to David Eiszele and Marcus Gracey during the year was calculated
using the Black Scholes option pricing model applying the following inputs :

Weighted average exercise price $1.26
Weighted average life of option 3 years
Underlying share price $0.48
Expected share price volatility 65%
Risk free interest rate 6.64%

Volatility has been determined by reviewing the market sector and comparing those company’s operating in the

same sector. Share price volatility assumed that this is indicative of future tender which may not eventuate.

7. ISSUED CAPITAL

Ordinary Shares:

A reconciliation of the movement in capital and reserves for the Company can be found in the Statement of
Changes in Equity

31 December 30 June
2007 2007
$ $
50,125,000 (2007: 50,125,000) fully paid ordinary shares 6,273,678 6,273,678
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED 31 DECEMBER 2007

Options:

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

Grant Date Date of Expiry Exercise Price Optif)ns iSS_UEd Num?er Balance
during period Exercised
01/02/2007 31/03/2010 $0.25 27,250,000 125,000 27,125,000
15/02/2007 31/03/2010 $0.20 100,000 (i) - 100,000
15/02/2007 31/03/2010 $0.25 200,000 (i) - 200,000
19/12/2007 30/06/2010 $0.70 80,000 (ii) - 80,000
19/12/2007 30/06/2010 $1.00 200,000(ii) - 200,000
19/12/2007 30/06/2010 $1.50 400,000 (i) - 400,000
TOTAL 28,230,000 125,000 28,105,000

(i) On 15 February 2007, 300,000 options over unissued ordinary shares of Torrens Energy Limited were issued to a

Director.

(ii) On 19 December 2007, 680,000 options over unissued ordinary shares of Torrens Energy Limited were issued to

Directors.

8. LOSS PER SHARE

The following reflects the income and share data used in the calculations of basic and diluted loss per

share:
31 December 31 December
2007 2006
$ $
a) Reconciliation of earnings to profit or loss
Net loss used in calculating basic and dilutive loss per share (62,751) (60,942)
b) Weighted average number of ordinary shares
outstanding during the half year
Weighted average number of ordinary shares used in calculating
50,125,000 11,826,087

basic loss and dilute loss per share

Effect of dilutive securities:

Share options are not considered dilutive as the conversion of options to ordinary shares will result in a
decrease in the net loss per share.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED 31 DECEMBER 2007

9. EVENTS SUBSEQUENT TO REPORTING DATE

In the opinion of the Directors there were no significant events occurring after the reporting date, other than:

e On 25 February 2008, Torrens Energy announced that final temperature results returned from the recently
completed “hot rock” exploration drilling were higher than preliminary results released on 29 January 2008, with
modelled temperatures at 5,000m depth being upgraded to 247-248°C. Drilling was conducted just 230 metres
from the National Power Grid. High modelled temperatures were recorded over a continuous area of at least
500 square kilometres, highlighting the potential for the Company to establish a new “geothermal field” north of

Port Augusta.

e On 11 February 2008, Torrens Energy announced that it had been awarded $100,000 for seismic work under

the South Australian Governments Plan for Accelerating Exploration (PACE) Scheme.
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DIRECTORS DECLARATION

The Directors of the Company declare that:

1. the financial statements and notes, as set out on pages 7 to 15:

a. comply with Accounting Standard AASB 134: Interim Financial Reporting and the Corporations Regulations;
and

b. give atrue and fair view of the Company’s financial position as at 31 December 2007 and of its

performance for the half year ended then ended.

2. in the Directors opinion there are reasonable grounds to believe that the Company will be able to pay its debts as
and when they become due and payable.

This declaration is made in accordance with a resolution of the Board of Directors, made pursuant to s.303(5) of the
Corporations Act 2001.

On behalf of the Board

John Canaris

Director

Perth, 10 March 2008
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