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DIRECTORS’ REPORT
Your directors submit the financial report of the consolidated entity for the half-year ended 31 December 2006.
Directors

The names of directors who held office during or since the end of the half-year:

Name Directorship

Mr £ddie Smith Director since 27 January 2005

Mr Geoff Gander Lirector since 27 January 2005

Mr David Quintivan Director since 3 March 2005

Mr Geoff Clifford Appoirited 27 July 2006 and Resigned B November 2006

The directors have been in office since the begirining of the interim period uniess otherwise stated.

Review of Operations

Jupiter Energy Limited {ASX: JPR} presents the following report on activities for the six months ending 31
December 20086. Also included in this report are details of any significant subseguent events that have faken
place in January and February 2007,

Biodiesel Activities

The main focus of the Company for the six months to 31 December 2006 was on developing its bicdiesel
project in Malaysia. A decision was made by the Board to focus on the biodiese! secior as it was seen as a fast
growing verlical within the energy sector and an area that was alfracling a large degree on interest from the
capital markets in Ausiralia, as evideniced by a number of successful Initial Public Offerings on the Australian
Stock Exchange {ASX) during 2005 and first half of the 2006 calendar year. The Board took the view that a
successfully, internally developed, project in this sector could add great value to JPR shareholdsr value.

The key slements of the development of the project were:

+ Retaining Australian and Malaysian based consultants fo assist in the development of the underlying
Business Plan.

+« The compietion of detailed due diligence on potential sites for the plant, appropriate technology for using
palm oil feedstock and the identification of suitably experienced organisations to assist in the construction
of the plant.
The development of a detaited financial mode! and supporting Prospecius for the planned capitat raising.
The development of an appropriate Board for the newly listing entity {Jupiter Biofuels Limited).
The todgement of a Prospectus with ASIC on 22 September 2006, The Prospectus sought fo raise $75m
via the issue of 150 million shares @ $0.50 per share. The furids were be used to build the biodiese! plant
in Kuantan, Malaysia.

+« The promotion of a comprehensive business model that the Board believed would be supporied by the
capital markets in @ manner consistent with earlier Frospectus’s that had seen far smaller projects given
greater implied values pre cash. The key features on which the project was promoted to Institutional
investors were:

1. A 30 year lease of a strategic 8.75 (22 acre) site in Kuantan, Mataysia on which the bicdiesel facility
wouid be builf.

2. Al the necsssary Malaysian government licences and approvals to develop the facility including a
licence from the Malaysian Industrial Development Authority {MIDA} and the granting of tax pioneer
status for five (5} years from production of biodiesel. This status meant that income from the facility will
be free of tax for a minimum of 5 years.

3. A coniract with the European based Desmet Ballestra to acquire the technology required to build a
250,000 Tonnes Per Annum {TPA} biodiesel plant.

4. Coniracts with Merit Engineers and SMEC {(Malaysia) Sdn Bhd fo build the plant, which would produce
280 million litres of biodiese! per annum when running at 100% of name plate capacity.

5. Contracts o provide enough crude andfor refined palm oil feedstock to the plant for three {3) years of
production.

6. An off take agreement to sell 100% of the Plant's 250,000 TPA capacity for five (5} years after the
commencement of production.
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7. A detailed Financial Model that supported the financial projections outlined in the Prospectus showing
that Jupiter Biofuels Limited producing an NPAT of $13.5 million for the first half year of full planned
production {1 July 2008 to 31 December 2008}

Urnfortunately the release of the Prospectus coincided with & number of factors that had a dramatic impact oni
sentiment fowards the funding of biodiese! projects within the Australian capital markets. The keay issues the
Prospectus faced when release wers:

+ Disappointing Y 20086 resulis from already established biodiesel facilities in Australia. Issues faced by
these facilities varied from under performing plant technology fo quality of feedstock but the underlying
ouicome was that the capital markets began fo reassess the risk associated with funding these types of
projects from the start up phase and the high implied values that had been given to these projecis.

+ A reduction in the price of crude oil from over $UST5 per bamel to under $3US60 per barrel with a
corresponding rise in the cost of palm oit feedstock. 1t is the view of the bicdiesel industry that, in gensral,
there is a discorinect between the sell price of crude oil and the sell price of biodiese!, created by the
envirorimental demand factor that has resulied from governmenis mandating the use of biodiess! for
environmental reasons rather than as an alternative to highly priced fossit based alternatives. However, the
capital markets saw this reduction in crude oit coupled with the rise in feedstock prices as making biodiesel
facilities tess viable and therefore a more risky invesiment when compared to alternatives in other energy
verticals.

« The lacklustre performance of an Initial Public Offering of a similar biodiese! project in Malaysia that took
place just as the Jupiter Biofuels Limited Prospectus was being circulated.

A combinigtion of all of these factors meant that the Board decided to, after a comprehensive roadshow, a visit
by potential invesiors fo Malaysia to review the project as well as consultation with potential institutional
investors and the Lead Broker to the issue, withdraw the Jupiter Biofuels Prospectus. The Company annourniced
this decision oni 16§ October 2006 and at that time the Board felt that it would still be possible to funid the project
through a fund raising within the JPR sfructure. It was fell that the project was still extremely viable at that the
issues that had impacted the reaction to the Prospectus were short term in nature.

The share price of the Company, not surprisingly, fell after news of the withdrawal of the Jupiter Biofuels
Limited Prospectus. However, the ultimate fall in the JPR share price was more dramatic that had been initially
anticipated and it scon became apparent that a substantial raising within the JPR structure would have a major
ditutionary effect on existing JPR shareholders and that this was probably not in shareholders best interssts.

The 2006 Annual General Meeting {AGM)} was held on 10 November 2006 and there was an opporiuriity for
shareholders that atended to discuss the varicus alternative approaches to funding the project. Soon after this
mesting, the Board resolved to focus on finding a new partner fo work with JPR to fund the project through fo a
point in time when a substantiatl raising could be compleied and this raising would see the plarnit built with JPR
still havinig a significant interest in the project.

During the fast guarter of 2006, discussions were held with a variety of local and international organizations
regarding involvement with the Company in taking the project forward. Discussions were also held with parties
interested in purchiasing the project in total from the Company.

As at 31 December 2008, discussioris were still continuing with several organisations regarding involvement
and investmerit in the project.

Oil & Gas Activities
The Company has an interest in PEP 163 and an option fo take an inferest in PEP 154,

PEP 163 and PEP 164 cover a fotat area of 3,888 square kilometres of the eastern Otway Basin and are
located 10 kilometres from the city of Geelong and 50 kilometres from Meibourne. The proximity fo established
markets and infrastruciure suggest that even modest discoveries of gas and/or oil could be commercially
devetoped

Unider the terms of an agresmert signed on 26 Aprit 2005 with Lakes Ol NL., JPR agreed to fund the first $1.2
mitlion of the drilling and completion costs of the Bellarine No. 1 welt fo earn 50% interest in PEP 183 and took
an oplion fo acquire a 33.3% interest in the adjacent PEP 184 by the further expenditure of $1.2 million.

Thie 50% interest in PEP 163 has been eamed.

The Operator of the drilling at PEP 163 {Lakes Oil NL} subsequently presented detailed findings of the drilling
program to JPR and concluded that there was strong evidence of gas shows fo 1,000 metres and using
technologies that are available including Formation Micro Image and Sonic Scanner, it would be prudent to re
examine the hote to 1,000 metres 1o ascertain whether economic gas quantiies are available. As & resuit,
further seismic work has been carried out on PEP 163 and JPR is awaiting the resulis of this work.
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in relation to PEP 164, Lakes Oil NL, who hold 180% of the permit, informed JPR that based on the seismic
work carsied out on PEP 164 by the Victorian Government in the 1970's, it would be commercially prudent o
complete a more targeled seismic project which would enable a closer analysis of the areas within PEP 164
alraady expected 1o show poteritial. JPR has now funded that seismic work and awaits the resuits. Lakes O NL
has afready agreed fo extend the current option on PEP 164 o continue to allow JPR to eam a 33.33%
interested in PEP 164 through the expenditure of $1.2m less the cost of the seismic work. JPR will make a final
decision on whether to proceed with the option over PEP 154 once the seismic data has been fully analysed.

Over the past six months, JPR has made a number of investments in relation to its Oil & Gas activities:

1. JPR has carried out further detailed seismic work on PEP 163 of which JPR has eamed a 50%
interest.

2. JPR has carried out initial seismic work on the adjacent permit PEP 164 and has agreed terms with
Lakes Gil NL regarding the opportunity for JPR o earn a 33.3% interest in PEP 164 shiould the resulis
of the seismic work suggest opportunities for commercial quantities of oil andfor gas. The 33.3%
interest in the permit would require the expenditure by JPR of $1.2m less the cost of the seismic work
already carried out on PEP 164,

3. The Company is awaiting a report from Lakes Oil NL regarding the resulis of the seismic work carried
out and the JPR Board will make a decision on the future of PEP 163 and the option on PEP 164 at
that fime. The report is expected in March 2007,

Capital Structure

The Company finished the December 2006 half year with 117,861,388 fully paid ordinary shares on issue and
with approximately $3.2% miltion in cash.

As at 31 December 2006, alt 22,326,338 listed 20 cent options with an expiry date of 31 Oclober 2006 had
expired with rio funds raised. As at 31 December 2006, there were also 8,250,000 unfisted 12 cent options on
issue. These options expire on 30 June 2008. There were also 3,002,800 unlisted 8 cent options cn issue and
these have an expiry date of 31 December 2008.

Subsequent Events

The JPR Boeard anniounced on 25 January 2007 that the Company had entered into a letfer of intent with FEI
Resources {M} Sdn Bhd (FE!) whereby FE! would purchase 100% of the issued capital of Jupiter Biofuels Sdn
Bhd. Jupiter Biofuels Sdn Bhd is a 100% owned subsidiary of JPR and holds all the various licences and
contracts pertaininig to the Malaysian biodiese! project.

JPR alse announced that i had terminated its contracts with SMEC Malaysia Sdn Bhd, Desmet Engineering
{Sea} Pte Ltd, Masefield AG and Merit Engineers Pty Lid. All these contracts were subject to a successful
capital raising by Jupiter Bicfuels Limited and therefore terminated without penally. As part of this process, FE!
would take over the MIDA licence and the lease on the B.75 hectare site in Kuantan held within Jupiter Biofuels
Sdn Bhd.

FE! has agreed to pay JPR $A1,000,000 for 100% of the issued capital of Jupiter Biofuels Sdn Bhd and this
amount will be paid as follows:

. 5 monthly payments of $A50,000 ($A250,000) with the 1% payment already paid.
. $A750,000 on or before 21 July 2007.

As a result of this sale, the Board is actively seeking new projects and the Company has {taking into account
full setlement by FE! cash reserves/receivables of approximately $A4 million as at the date of this report.

Auditor's Independence Declaration

In accordance with section 307C of the Corporations Act 2001, the Directors have obtained a declaration of
independenice from RSM Bird Cameron Partners, the consolidated entity's audilors. The independence
declaration is included at page 4 of the finanicial report.

Dated at West Perth on 26 February 2007.

This report is sigried in accordarice with a resolution of the Board of Directors.

G A Gander
Director

www _jupiterenergy.com.au 3




RSM Bird Cameron Partners

Chartered Accountants

8 51 Georges Terrace Perth WA 8300
GPO Box B1253 Perth WA 6844

T+81 89281 8100 F +81 8 9261 8101
WL PSSO A0

AUDITOR’'S INDEPENDENCE DECLARATION
TO THE BOARD OF DIRECTORS OF
JUPTTER ENERGY LIMITED

Ag lead audit pariner for the review of the financial report of Jupiter Energy Limited for the halt-year ended 31
December 2006, 1 declare that to the best of my knowledge and belief, there have been no contraventions of:

(i) the auditor independence requirements of the Corporations Act 2001 in relation to the review; and

(i} any applicable code of professional conduct in relation to the review.

This declaration is in respect of Jupiter Energy Limited and the entities it controlled during the period.

Perth, WA
Dated: 26 February 2807

Lishifity limiteciby &
scharre approved under
Professional Stardards
Legisiation

Rort €l Coviorern (Brdvicro

R5M BIRD CAMERON PARTNERS
Chartered Accountants

Partner
4 .
Bejor Cficess in: R Bird Cameron Pariners is an
Perth, Sydney, Melboume, i rervber frmof RS . 4
Adeteide ard Carbena Iresmationsl, an affifation of independent Eom@Z

ABN 36 055 185 036 accorting st consulting frms.



RSM Bird Cameron Partners

Chartered Accountants

8 51 Georges Terrace Perth WA 8300
GPO Box B1253 Perth WA 6844

T+81 B 9281 8100 F +81 8 9261 101
A CtH R T

INDEPENDENT AUDITOR’S REVIEW REPORT
TO THE MEMBERS OF
JUPITER ENERGY LIMITED
The Financial Reporr

We have reviewed the accompanying half-year financial report which comprises the income statement, balance
sheel, statement of changes in equity, cash flow statement, accompanying notes (o the financial statements and
directors’ declaration Tor Jupiter Energy Limited (the consolidated entity), for the half-year ended 31 December
2006. The consolidated entity comprises both Jupiter Energy Limited fthe company) and the entities it
controtled during the half-year.

Directors’ Responsibiiiry for the Half-Year Financicad Report

The directors of Jupiter Energy Limited are responsibie for the preparation and fair presentation of the half-year
financial report in accordance with Awstralian Accounting Standards (including the Ausiralian Accounting
interpretations) and the Corporations Act 2007, This responsibility includes designing, implementing and
maintaining internal controt relevant to the preparation and fair presentation of the hal{-year financial report that
is free from material misstatement, whether due 1o fraud or error; selecting and applyving appropriate accounting
policies; and making accounting estimates that are reasonable in the circumstances.

Auditor’s Responsibility

Cur responsibility is 1o express a conclusion on the half-year financial report based on our review. We
conducted our review in accordance with Auditing Standard on Review Engagements ASRE 2410 Review of an
Interim Financial Report Performed by the Independent Auditor of the Entity, in order to state whether, on the
hasis of the procedures described, we have become aware of any matter that makes us believe that the {inancial
report is not in accordance with the Corporations Act 2001 including:

— giving a true and fair view of consclidated entity’s financial position as at 31 December 2006 and its
performance for the half-year ended on that date; and

—  complying with Accounting Standard AASB 134 Jaterim Financial Reporting and the Corporations
Regutations 2001

As the auditor of Jupiter Energy Limited, ASRE 2410 requires that we comply with the ethical requirements
relevant to the audit of the annual financial report.

A review of a half-year financial report consists of making enquiries, primarily of persons responsible for
financial and accounting matters, and applying analyiical and other review procedures. A review is substantiafly
less in scope than an audit conducted in accordance with Australian Auditing Standards and consequently does
not enable us to obtain assurance that we would become aware of all significant matters that might be identified
in an audit. Accordingly, we do not express an audit opinion.

5 .
Lishifity limiteciby & Mejor Officas in: R Bird Cameron Pariners is an

scharre approved under Perth, Sydney, Melboume, i rervber frmof RS . 4
Professional Stardards Adeteide ard Carbena Iresmationsl, an affifation of independent Eom@é

Legisiation ABN 36 055 185 036 accorting st consulting frms.



Independence

in conducting our review, we have followed applicable independence requirements of Australian professional
ethical proncuncements and the Corporarions Act 2001.

Conciusion
Based on our review, which is not an audit, we have not become aware of any maiter that makes us believe that
the half-year financial report of Jupiter Energy Limited is not in accordance with the Corporations Act 2001

inchuding:

{a) giving a true and fair view of the consolidated entity’s financial position as at 31 December 2006 and
of its performance for the half-year ended on that date; and

{b} complying with Accounting Standard AASB 134 Interim Financial Reporting and Corporations
Regulations 2001,

1S Gerdd Covtoren (rtriero

RSM BIRD CAMERON PARTNERS
Chartered Accountants

Perth, WA J A KOMNINOS
Dated: 26 February 2807 Partner
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DIRECTORS’ DECLARATION

Thie directors of the company declare that:

1. The financial statemenis and notes thereto set out on pages 8 fo 17 are in accordance with the
Corporations Act 2001, and:

{a} comply with Accounting Standard AASE 134 “Interim Financial Reporiing” and the Corporations
Reguiations 2001; and

) giving a true and fair view of the financial position of the conisolidated entity as at 31 December
2006 and of its performance, as represented by the results of #s operations and cash flows for the

half-year ended on that date.

2. There are reasonable grounds fo believe that the company will be able to pay its debts as and when they
become due and payable.

Dated at West Perth on 26 February 2007,

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

G A Gander
Director
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INCOME STATEMENTS
FOR THE HALF-YEAR ENDED 31 DECEMBER 2006

Consolidated

31.12.06 31.12.05
$ $
Other revenues from ordinary activities 85,204 65,502
Total Revenue 85,204 65,502
Admiristration expenses 146,416 166,664
Borrowing expenses 894 -
Depreciation expenses 3,823 5,293
Directors fees 165,910 63,220
Leasing expenises - Malaysia 88,550 .
Occupancy expenses 14,571 13,763
Share based payments 120,412 -
Writedown in Biodiesel development expenses 1,882,281 -
Total Expenses 2,422 B57 248,940

Loss from ordinary activities before related income tax
expense {2,337,653) {183,438}

income tax expense relating to ordinary activities - -

Loss from ordinary activities after income tax expense {2,337,653) {183,438}
Basic loss per share (cents per share} {2.100) {0.253}
Diuted loss per share {cerits per share) {2.100) {0.293}

The accompanying notes form part of this interim financial report.
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BALANCE SHEETS
AS AT 31 DECEMBER 2006

Consclidated

31.12.06 30.6.06
$ $

Current Assets
Cash and cash equivatents 3,294,764 1,861,883
Trade and other receivables 138,401 12,387
Bonds 32,220 32,220
Total Current Assets 3,465,385 1,806,200
Non Current Assets
Plant and equipment 21,945 25,362
Exploration expenditure 58,086 50,000
Biodiesel development expenditure 1,000,000 312,548
Total Non Current Assets 1,078,035 387,910
Total Assets 4,543,420 2,294,110
Current Liabilities
Trade Payables 438,637 113,738
Total Current Liabilities 438,637 113,738
Total Liabilities 438,637 113,738
Net Assets 4,164,783 2,180,372
Equity
Contributed equity 15,225,722 10,963,658
Accumulated losses {11,120,939) (8,783,286}
Total Equity 4,104,783 2,180,372

The accompanying notes form part of this interim financial report.
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STATEMENTS OF CHANGES IN EQUITY
FOR THE HALF-YEAR ENDED 31 DECEMBER 2006

Issued Accumulated Total Equity
Capital Losses
$ $ $
As at 1 July 2005 9,006,329 {6,566,398) 2,529,931
Loss for the period - {183,438) {183,438)
Shares |lssued 257,578 - 257,578
Optionis Issued 5,000 - 5,000
As at 31 December 2005
9,358,907 {6,745,836) 2,609,071
Issued Accumulated Total Equity
Capital Losses
$ $ $
As at 1 July 2006 10,963,658 {8,783,286) 2,180,372
Loss for the period - {2,337.,653) {2,337,653)
Optionis issued 120,412 - 120,412
Shares Issued 4,141,652 - 4,141,652

As at 31 December 2006
15,225,722 (11,120,939} 4,104,783

The accompanying notes form part of this interim financial report.
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CASH FLOW STATEMENTS
FOR THE HALF-YEAR ENDED 31 DECEMBER 2006

Consclidated

31.12.06 31.12.05
$ $

Cash flows from operating activities

Receipis from customers - 15,817
Payments to suppliers and employees {480,598) {280,750}
Interest received 85,204 35,363
interest paid (894} -
Net cash {used in} operating activities {396,688} {229,570}
Cash flows from investing activities

Payments for biodiese! devetopment expenditure {2,300,256) -
Payments for exploration expenditure {6,086} (1,490,293}
Payments for plarit and equipment {2,438} -
Proceeds from environmental bond - B64,000
Net cash {used in} investing activities (2,308,780} (626,293)
Cash flows from financing activities

Proceads from issue of shares 4,355,089 269,870
Transaction costs from issue of shares {213,407} {12,292}
Net cash provided by financing activities 4,141,652 257,578
Net increasef{decrease} in cash held 1,436,184 (598,285)
Cash at the beginning of the financial period 1,861,593 1,667,247
Foreign exchange gain/{loss} {3,013} -
Cash at the end of the financial period 3,294,764 1,068,962

The accompanying notes form part of this interim financial report.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED 31 DECEMBER 2006

NOTE 1. BASIS OF PREPARATION OF HALF-YEAR FINANCIAL STATEMENTS

The half-year financial report is a general purpose financial report prepared in accordance with the
Corporations Act 2001 and AASB 134 “Interim Financial Reporting”. Compllance with AASB 134 ensures
comptliance with International Financial Reporting Standard 1AS 34 “Interim Financial Reporting”.

The haif-year financial report should be read in conjunction with the Annual Financial Report of Jupiter Energy
Limited as at 30 June 20086. It is also recommended that the half-year financial report be considered fogether
with any public announcements made by Jupiter Energy Limited and Controlled Entities during the half-year
ended 31 December 2006 in accordance with the conlinuous disclosure obligations arising under the
Corporations Act 2001.

{a} Basis of accounting

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

The financial report covers the consolidated entity of Jupiter Energy Limited and controlled entities. Jupiter
Energy Limited is a listed public company domiciled in Australia.

The financial report has been prepared on an accruals basis and is based on historical costs and does not take
info account changirig money values or, current valuations of non-current assets. Cost is based on the fair
vaiues of the consideration given in exchange for assets.

The following is a summary of the material accounting policies adopted by the consolidated entity in the
preparation of the financial report. The accounting policies have been consistently applied, unless otherwise
stated.

NOTE 2. SIGNIFICANT ACCOUNTING POLICIES
(a} Principles of Consolidation

A controlled entity is any enfity controlled by Jupiter Energy Limited. Confrol exists where Jupiter Energy
Limited has the capacity to dominate the decision-making in relation to the financial and operating policies of
another entity so that the other enfity operates with Jupiter Energy Limited to achieve the obiectives of Jupiter
Energy Limited.

All inter-company balances and transactions between entities in the consolidated entity, including any unrealised
profit or losses, have been eliminated on consolidation.

Where conirolled entities have entered or left the consolidated entity during the period, their operating results
have been included from the date control was obtairied or until the date control ceased.

{b} Income Tax

The consolidated entity adopts the liability method of tax-effect accounting whereby the income tax expense is
hased on the profit from ordiniary activities adjusted for any norni-assessabte or disallowsd items.

Deferred tax is accounted for using the balance sheet liability method in respect of temporary differences
arising between the tax bases of assets and Habilities and their carrying amounts in the financial statements.
No deferred income tax will be recognised from the initial recognition of an asset or liability, excluding a
husiness combination, where there is rio effect on accounting or taxable profit or loss.

Deferred tax is calculated at the tax rates that are expected fo apply to the period when the asset is realised
or ligbility is setiled. Deferred tax is credited in the income statement except where il relates to tems that may
be credited directly fo equity, in which case the deferred tax is adjusted directly against equity.

Deferred income tax asseis are recogrised io the extent that it is probable that future tax profits will be
available against which deductible temporary differences can be utilised.

The amount of benefits brought to account or which may be realised in the future is based on the assumption
that no adverse change will occur in income taxation legislation and the anticipation that the consolidated
entity will derive sufficient future assessable income fo enable the benefit to be realised and comply with the
conditions of deductibility imposed by the law.

www _jupiterenergy.com.au 12



Jupiter Energy Limited 31 December 2008 interim Financial Report

NOTES TO THE FINANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED 31 DECEMBER 2006

NOTE 2. SIGNIFiCANT ACCOUNTING POLICIES {Continued)

Jupiter Energy Limited and its whoily-owned Austratian subsidiaries have formed an income tax consolidated
group under the Tax Consolidation Regime. Jupiter Energy Limited is responsible for recognising the current
and deferred tax assets and liabilities for the tax consolidated group.

{c} Plant and Equipment

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

Frant and equipment
Plant and equipment are measured ori the cost basis less depreciation arnid impairmenit losses.

The carrying amount of plant and equipment is reviewed annually by directors fo ensure it is riot in excess of
the recoverabie amourit from these assets. The recoverable amount is assessed on the basis of the expected
net cash flows that will be received from the assets employment and subsequent disposal. The expected net
cash flows have been discounted to their present values in determining recoverable amounts.

Depreciation
The depreciable amount of all plant and equipment is depreciated on a straight line basis over their useful
lives to the consolidated entity commencing from the time the asset is held ready for use.

Thie depreciation rates used for each class of depreciable assets are:
Class of Fixed Asset Depreciation Rate
Plant and Equipment 10-33%

The assets’ residual values and useful ives are reviewed, and adjusted if appropriate, at each balance shest
date.

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

Gains and losses on disposals are determined by comparing proceeds with the carmrying amount. These gains
and losses are included in the income statement. When revalued assels are sold, amounts included in the
revaluation reserve relating o that asset are transferred to retained earnings.

{d) Exploration and Development Expenditure

Exploration, evaluation and development expenditure incurred is accumulated in respect of each identifiable
area of interest. These cosis are only carried forward to the extent that they are expected fo be recouped
through the successiul development of the area or where activities in the area have niot vet reached a stage
that permits reasonable assessmerit of the existence of economically recoverable reserves.

Accumutated costs in relation o an abandoned area are written off in full againist profit in the year in which the
decision to abandon the area is made.

When production commences, the accumulated costs for the retevant area of interest are amortised over the
life of the area according to the rate of depletion of the economically recoverable reserves.

A regular review is undertaken of each area of interest to determine the appropriateness of continuing fo carry
forward costs in relation to that area of interest.

Costs of site restoration are provided over the life of the faciliy from when exploration commences and are
included in the cosis of thal stage. Site restoration costs include the dismantling and removal of mining plarnt,
equipment and buiiding structures, waste removal, and rehabilitation of the site in accordance with clauses of
the mining permits. Such costs have been determined using estimates of future costs, current legal
requirements and techrnology on an undiscounied basis.

Any chianges in the estimates for the costs are accounted on a prospective basis. In determining the costs of
site restoration, there is unceriainty regarding the nature and extent of the restoration due to community
expectations and fulure legisiation. Accordingly the costs have been determined on the basis that the
restoration will be completed within one year of abandorniing the site.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED 31 DECEMBER 2006

NOTE 2. SIGNIFICANT ACCOUNTING POLICIES {Continued)
(e} Biodiesel Development Expendifure

Development costs are carried forward in relation to the feasibility costs on the biodiesel project. The net
carrying value of the expenditure is regularly reviewed and to the extent fo which this values exceeds its
recoverable amourd. That excess is fully provided against in the financial year in which it is determined.

(f} Share-based payments
Share-based compensation benefits are provided to directors and executives.

The fair value of options granted to directors and execulives is recognised as an employee benefit expense
with a corresponding increase in contributed equity. The fair value is measured at grant date and recognised
over the period during which the directors and/or executives becomes unconditionally entitied fo the options.

The fair value at grant date is independently determined using an option pricing model that takes into account
the exercise price, the term of the option, the vasting and performance criteria, the impact of dilution, the non-
tradeable nature of the option, the share price at grant date and expected price volatility of the underlying
share, the expected divided yield and the risk-free interest rate for the term of the option.

(o) Cash and Cash Eguivalents

Cash and cash equivalenits includes cash on hand, deposits hield at call with banks, other shori-term highly
liguid investments with original maturities of three moriths or less, and bank overdrafis.

{h} Revenues

interest revenue is recogrised on a time proportionate basis that takes info account the effective yield on the
financial asset.

All revenue is stated net of the amount of goods and services tax (GST).
(i} Foreign Currency Transactions and Balances

Functional and presentation currency

The functional currency of each of the controlled entities is measured using the currency of the primary
economic environment in which that entity operates. The consolidated finaricial statemerits are presentaed in
Australian doflars which is the parent entity’'s functional and presentation currency.

Transaction and balances

Foreign currency transactions are translated into funclional currency using the exchange rates prevailing at
the date of the transaction. Foreign currency monetary items are translated at the year-end exchange rate.
Non-mornietary items measured at historical cost continue io be carried at the exchange rate at the date of the
transaction. Non-monetary items measured at fair value are reported at the excharnige rate at the date when
fair values were deiermined.

Exchange differerices arising on the translation of monetary items are recognised in the income statemenit,
except where deferred in equity as a qualifying cash flow or net nvestment hedge. Exchange differences
arising on the translation of non-monetary items are recognised direclly in equity to the extent that the gain or
loss is directly recognised in equity, othierwise the exchange difference is recognised in the income statement.

(i} Controlled entities

The financial resulis and position of foreign operations whose functional currency is different from the parent
entity’s presentation cusrency are franslated as follows:

- assets and liabilities are translated at year-end exchange rates prevailing at that reporting date;
-iricome and expenses are translated at average excharnge rates for the period; and
- retained earnings are transiated at the exchange rates prevailing at the date of the fransaction.

Exchange differences arising on translation of foreign operations are transferred directly to the foreign
currenicy translation reserve in the balance sheet. These differences are recognised in the income statement
in the period in which the operation is disposed.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED 31 DECEMBER 2006

NOTE 2. SIGNIFICANT ACCOUNTING POLICIES {Continued)
(k} Earnings per share

Basic Earnings per share

Basic earnings per share is determined by dividing the operating profit/{loss} affer income tax atiributable fo
members of Jupiter Energy Limited by the weighted average number of ordiriary shares outstanding durinig
the financial year.

Diluted Earnings per Share

Diuted eamings per share adjusts the amounts used in the determination of basic eamings per share by
taking into account unpaid amounts on ordinary shares and any reduction in earnings per share that will
probably arise from the exercise of optionis ouistaniding during the financial year.

{1} Goods and services tax

Revenues, expenses and assels are recognised net of the amount of GST, except where the amount of GST
incurred is not recoverable from the Australian Tax Office. In these circumstances the GST is recognised as part
of the cost of acquisition of the asset or as part of an item of the expense. Receivables and payables in the
batarice sheet are shown inclusive of GST.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED 31 DECEMBER 2006

Consolidated

31.12.68 30.6.08
NOTE 3. CONTRIBUTED EQUITY $ $
a} Paid up capital
117,861,389 {30.6.08: 81,250,523} ordinary shares 15,021,112 10,879 480
Optionis
11,312,800 {30.6.06: 29,005,804) options 204,810 84,198
18,225,722 10,983,658

b} Movemenits — ordinary shares

No of Shares Paid Up Capital

$
Balance 1 July 2006 81,250,523 10,879,460
{ssue shares — Placement 31,662,000 3,957,750
Exercise of Options — 31 October 2008 11,666 2,333
Exercise of Options — 31 December 2008 4,937 200 394,576
Transaction costs ffom issue of shares - {213,407
117,861,385 15,021,112

Movemerits — options

No of Options Paid Up Capital

$

Balance 1 July 2006 25,005,604 84,198
{ssue Options — 30 June 2008 3,250,000 120,412
{ssue Options — 31 December 2008 6,332,400 -
Exercise of Options — 31 October 2008 {11,666} -
Exercise of Options — 31 December 2008 {4,937,200) -
Lapsing of Options — 31 October 2006 {22,326,338) -

11,312,800 204,610

NOTE 4. ACQUISTION AND DISPOSAL OF CONTROLLED ENTITIES

31.12.06

There were no controlied entities acquired/disposed of during the half-ysar.

31.12.05

The consolidated entily acquired 100% of Jupiter Biofuels Pty Lid (JBF} on 9 December 2005 for a
corisideration of $1. Jupiter Bicfuels Pty Lid became & public company on 16 June 2006 and is now known as
Jupiter Biofuels Limited. Subsequent documents have been lodged with the ASIC to convert JBF back to a
proprietary limited comparniy.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED 31 DECEMBER 2006

NOTE 5. SEGMENT REPORTING

Business Segments

The consotidated entity has the following two business segments:

. it and gas exploration near Geelong, Victoria, and

. Thie development of a Biodiese! plant in Kuantan Port, Malaysia.

Primary Reporting — Business Segments

O and Gas Biodiesel
31.12.06 31.12.05 31.12.06 31.12.05
$ $ $ $
Reveriue “ 65,502 85,204 -
{Loss} {24,0086) {183,438} (2,313,647} -

NOTE &. CONTINGENT LIABILITIES

There has been no change in contingent liabiliies since the last annual reporting date.

NOTE 7. EVENTS SUBSEQUENT TO REPORTING DATE

Thie JPR Board annouriced on 25 January 2007 that the Company had entered into a letter of intent with FEI
Resources {M} Sdn Bhd {FEI} whereby FEI would purchase 100% of the issued capital of Jupiter Biofuels Sdn
Bhd. Jupiter Biofuels Sdn Bhd is a 100% owned subsidiary of JPR and holds all the various licerices and
contracts pertaining to the Malaysian biodiese! project.

JPR also announced that it had terminated its contracts with SMEC Malaysia Sdn Bhd, Desmet Engineering
{Sea) Ple Lid, Masefield AG and Merit Engineers Pty Lid. All these contracts were subject to a successiul
capital raising by Jupiter Biofuels Limited and therefore terminated without penalty. As part of this process,
FE! would take over the MIDA licerice and the lease on the 8.75 hectare site in Kuantan held within Jupiter
Biofuels Sdn Bhd.

FE! has agreed to pay JPR $A1,000,000 for 100% of the issued capitat of Jupiter Biofuels S8dn Bhd and this
amiount will be paid as foliows:

. 5 mionthly payments of $A50,000 ($A250,000) with the i payment already paid.
. $A750,000 on or before 21 July 2007.

As a result of this sale, the Board is actively seeking new projects and the Company has {taking into account
full setlement by FED cash reservesfreceivables of approximately $A4 million as at the data of this report.
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