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DIRECTORS’ REPORT

Your directors submit their report for the half-year ended 31 December 2009.

DIRECTORS

The names of the company’s directors in office during the half-year and until the date

of this report are as below. Directors were in office for this entire period unless otherwise
stated.

Dennis Gee (Non-Executive Chairman)
John Canaris (Executive Director)

David Eiszele (Non-Executive Director)
Marcus Gracey (Non-Executive Director)

Howard McLaughlin (Non-Executive Director) (appointed 1 September 2009)
REVIEW AND RESULTS OF OPERATIONS

The principal activity of Torrens Energy Limited (‘the Company’ or ‘Torrens’) during the
period was geothermal exploration and evaluation. The operating loss after income tax
for the half-year ended 31 December 2009 was $307,664 (2008: $290,172).

HIGHLIGHTS

e $7m GDP Grant Awarded to Torrens Energy, Parachilna Project, SA

e Additional seismic acquisition and intermediary driling completed, Parachilna
e Robert Hodby appointed as Company Secretary

e Jerome Randabel appointed as Exploration Manager

suMARY

~
)

Torrens Energy Limited (Torrens Energy) was
delighted to report the successful award of $7m
Geothermal Drilling Program (GDP) Round 2 funding
during the December quarter 2009.

) ) 1 The $7m “matched” funding will be directed toward
achieving proof-of-concept at the Company’s

outstanding Parachilna Geothermal Play in South
* Australia (left).

During the December quarter Torrens Energy
completed addition driling and seismic acquisition
at the Parachiina Geothermal Play to improve

i geological understanding, and reduce technical risk
m for the driing of the Company’s first deep
. Y geothe_rmal well, Elendil 1, scheduled to commence
’:}, later this year.
if —
wn g g 4 SZ. Elendil 1 is planned to be completed as part of the
Torrens GELs joint development and commercialisation of
% Dril site geothermal in South Australia, with AGL having the
Al A W Towns first right to earn a 50% interest in the geothermal
oy Power Grid resource by sole funding the completion of the Well
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to approximately 4,000 -5,000m at an estimated
cost of approximately $15m.

Nazgull Final results are yet to be returned from heat flow
(120mW/m?) A driling and seismic reported here.

DRILLING
Parachilna Project - Validation Drilling to 1,007m

During the quarter Torrens Energy contracted
Watson Drilling Pty Ltd to complete additional

| (120mW/m) intermediary depth validation drilling at the
L | Parachilna Project. Diamond drill hole Melkor 1 was
‘ o, positioned on the seismic line completed in early
Py 2009, to test heat producing basement occurring at
-\ e hecid N depth ranging from 3,300m to 4,000m (ASX
(91mW/m3) 1. Announcement 15 July 2009)

Melkor 1 was driled with a combination of rotary
mud to drill through the soft Tertiary overburden and
cored through the underlying Cambrian rocks. The
hole was cased with 4” oil-field steel casing to a
depth of 423m. Melkor 1 was driled to the target
Parachina  Geothermal  Play depth of 1,00/m and recorded a promising
location diagram. preliminary temperature of 66.9°C.

Stratigraphic and petrographic data collected from
the drill core are being analysed and will be used to
update the 3D-TFM (3D Temperature Field Model) for
the Play. Temperature measurements were
conducted at the end of drilling using third-party
contract downhole loggers as well as the
Company’s temperature probe.

SEISMIC
Nilpena Project Seismic Survey

Torrens Energy completed data acquisition for its
third separate 2D seismic survey at Parachilna in
November 2009. The survey was conducted by
Terrex Seismic and the data processed by Valseis Pty
Ltd.

The 30 kilometre seismic line lies 40 kilometres north of
Parachilna township, following existing access tracks
and roads extending from the foothills of the Flinders
Ranges to the shores of Lake Torrens (left).

Terrex Seismic operations 2009.
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The work was fast-tracked following the outstanding
result returned from the Nazgul 1 heat flow drill hole
(ASX Announcement 20t August 2008) and the
addition of the seismic data to reduce the technical
risk associated with the siting of the deep
confirmation well planned for later in 2010.

The results of the 09TE-03 Nilpena survey will be
reported once final processing and interpretation of
the data is complete, however preliminary
interpretation of the seismic has confirmed target
‘basement’ rocks at optimal depths of between
3,500 and 4,000m.
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Watson Driling diamond core drill rig
during operations at Melkor 1

CORPORATE

New Appointments

During the period the Company appointed Jerome Randabel as Exploration Manager.
Mr Randabel is a geologist with 18 years experience in the fields of mining production
and minerals exploration. He holds a Bachelor of Science with Honours in Geology from
the University of Adelaide.

He has worked extensively in uranium mining and exploration for Heathgate Resources
Pty Ltd and subsequently for Uranium Equities Ltd, and most recently Monaro Mining NL
where he was the Chief Geologist responsible for designing and implementing
exploration strategies both in Australia and overseas.

Mr Randabel’s range of expertise includes 3D resource modelling and resource
estimation, project evaluation and exploration management.

Robert Hodby joined Torrens Energy. Mr Hodby is an accountant with over fifteen years
experience in various finance roles with a number of Western Australian based private
entities and listed companies.

He is an experienced Company Secretary having worked across a range of publicly
listed Australian and international private companies covering a range of sectors
including energy and resources. He has extensive management and corporate
governance experience.
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Financial Position
The cash at bank at 31 December 2009 is $2.61m.

Torrens Energy has spent $7.95m on geothermal activities, of which $2.78 million has
been received back from the Federal Government $3m REDI grant for work carried out
in relation to the 3D Temperature Field Modelling, resulting in net expenditure activities
of $5.17m at 31 December 2009.

SUMMARY

The additional information collected in drill hole Melkor 1 and geophysical data
acquired in the Nilpena seismic line will undoubtedly provide important geological
information, enabling the refinement of the Company’s first deep geothermal
confirmation well at the Play - Elendil 1.

Elendil 1 is planned to be spudded in 2010 as part of the joint development and
commercialisation of geothermal in South Australia, with development partner AGL
Energy Limited (AGL).

Torrens Energy entered into a binding agreement with AGL in 2008, where it has first right
to earn a 50% interest in the geothermal resource by sole funding the completion of this
well to approximately 4,000-5,000m for an estimated cost of approximately $15m.

AGL is Australia’s largest integrated renewable energy company and largest private
owner, operator and developer of renewable generation. As part of the arrangement
AGL acquired a 9.99% cornerstone position in Torrens Energy.

The December quarter saw the Company further define what is already the best tested
geothermal play in Australia. Since driling commenced in 2007 Torrens Energy has put
into practice world’s best practice to measure and model heat flow to 5,000m depth at
Parachilna.

The temperature structure of the Parachilna Geothermal Play is now understood with
background heat flows consistently well above national averages over a large area,
peaking at around 120mW/m2 enabling temperature modelling consistently well above
200°C at relatively shallow depths.

With the completion of Melkor 1 and the Nilpena seismic line Torrens Energy believes the
nature of the reservoir rocks at depth is now the primary geological uncertainty which
must be tested with an appraisal well into the target rock.

AUDITOR'’S INDEPENDENCE DECLARATION

We have obtained an independence declaration from our auditor’s, PKF Chartered
Accountants, which is included on page 8.

Signed in accordance with a resolution of the directors

John Canatris
Director
16 March 2010



Chartered Accountants
& Business Advisers

AUDITOR'S INDEPENDENCE DECLARATION

As lead auditor for the review of Torrens Energy Limited for the half year ended 31 December 2009, |
declare that to the best of my knowledge and belief, there have been:

€) no contraventions of the auditor independence requirements of the Corporations Act 2001 in
relation to the review; and

(b) no contraventions of any applicable code of professional conduct in relation to the review.

PKF

Chartered Accountants

Chris Nicoloff
Partner

Dated at Perth, Western Australia this 16" day of March 2010.

Tel: 61 8 9278 2222 | Fax: 61 8 9278 2200 | www.pkf.com.au

West Australian Partnership | ABN 39 542 778 278

Level 7, BGC Centre | 28 The Esplanade | Perth | Western Australia 6000 | Australia
PO Box 25066 | St Georges Terrace | Perth | Western Australia 6831

PKF Perth is a member of the PKF International Limited network of legally independent member firms. PKF Perth is also a member
of PKF Australia Limited, a national network of legally independent firms each trading as PKF. PKF Perth does not accept

responsibility or liability for the actions or inactions on the part of any other individual member firm or firms.

Liability limited by a scheme approved under Professional Standards Legislation. 8
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CONDENSED STATEMENT OF COMPREHENSIVE INCOME
FOR THE HALF-YEAR ENDED 31 DECEMBER 2009

31 December 31 December

Notes 2009 2008
$ $

Continuing Operations
Revenue
Interest Revenue 5 54,732 214,093
Other Income 112,045 -
Employee benefits expense (241,433) (57,215)
Depreciation expense (12,534) (11,733)
Other expenses (220,474) (435,317)
Loss from continuing operations before income tax (307,664) (290,172)
Income tax expense - -
Loss from continuing operations after tax (307,664) (290,172)
Other comprehensive income: - -
Total comprehensive income for the year (307,664) (290,172)
Earnings per share (cents per share)
- basic; for profit for the half-year (0.55) (0.52)
- diluted; for profit for the half-year (0.55) (0.52)

The accompanying notes form part of the financial statements
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CONDENSED STATEMENT OF FINANCIAL POSITION

AS AT 31 DECEMBER 2009

31 December 30 June
Notes 2009 2009
$ $
ASSETS
Current Assets
Cash and cash equivalents 6 2,614,055 5,361,474
Trade and other receivables 71,043 132,174
Other financial assets 127,100 172,940
Total Current Assets 2,812,198 5,666,588
Non-Current Assets
Property, plant and equipment 82,421 91,085
Exploration and evaluation expenditure 5,174,954 3,400,073
Total Non-Current assets 5,257,375 3,491,158
TOTAL ASSETS 8,069,573 9,157,746
LIABILITIES
Current liabilities
Trade and other payables 331,252 1,116,296
Provisions 35,418 30,882
Total Current Liabilities 366,670 1,147,178
TOTAL LIABILITIES 366,670 1,147,178
NET ASSETS 7,702,903 8,010,568
EQUITY
Contributed equity 9 8,543,943 8,543,943
Retained earnings (1,091,572) (783,907)
Reserves 250,532 250,532
TOTAL EQUITY 7,702,903 8,010,568

The accompanying notes form part of the financial statements
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CONDENSED STATEMENT OF CASH FLOWS
FOR THE HALF YEAR ENDED 31 DECEMBER 2009

31 December 31 December

Notes 2009 2008
S S

Cash flows from operating activities
Receipts from customers - -
Payments to suppliers and employees (1,366,473) (317,503)
Interest Received 54,732 218,191
Payments for Exploration and Evaluation (1,774,881) (920,647)
Receipt of government grants 358,073 914,713
Net cash flows from/(used in) operating activities (2,728,549) (105,246)
Cash flows from investing activities
Proceeds from sale of property, plant and
equipment
Purchase of property, plant and equipment (3,870) (44,290)
Payment of Security deposit (15,000) (12,100)
Net cash flows from/(used in) investing activities (18,870) (56,390)
Cash flows from financing activities
Proceeds from issue of shares - 2,225,326
Other cash flows used in financing activities
Net cash flows from/(used in) financing activities - 2,225,326
Net increase/(decrease) in cash and cash
equivalents (2,747,419) 2,063,690
Cash and cash equivalents at beginning of period 5,361,474 4,629,206
Cash and cash equivalents at end of period 6 2,614,055 6,692,896

The accompanying notes form part of the financial statements
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CONDENSED STATEMENT OF CHANGES IN EQUITY
FOR THE HALF YEAR ENDED 31 DECEMBER 2009

Ordinary Option Accumulated Total
shares Reserve Losses Equity
$ $ $ $

At 1 July 2009 8,543,942 250,532 (783,907) 8,010,567
Total comprehensive income for the period,
net of tax - (307,664) (307,664)
Issue of share capital - - -
Share-based payments - -
At 31 December 2009 8,543,942 250,532 (1,091,571) 7,702,903
At 1 July 2008 6,318,617 214,688 (179,726) 6,353,579
Total comprehensive income for the period,
net of tax - (290,172) (290,172)
Issue of share capital 2,225,326 - 2,225,326
Share-based payments - 34,854 - 34,854
At 31 December 2008 8,543,943 249,542 (469,898) 8,323,587

The accompanying notes form part of the financial statements

12
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED 31 DECEMBER 2009

1. CORPORATE INFORMATION

The financial report of Torrens Energy Limited (the company) for the half-year ended
31 December 2009 was authorised for issue in accordance with a resolution of the
directors on 12 March 2010.

Torrens Energy Limited is a company incorporated in Australia and limited by shares
which are publicly traded on the Australian Stock Exchange.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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 2009.

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 2009 in accordance with the continuous disclosure obligations arising
under the Corporations Act 2001.

(a) Basis of Preparation

The half-year consolidated 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. The half-year financial report
has been prepared on a historical cost basis, except where stated.

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

(b) Significant 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 2009, except for the adoption of amending standards mandatory for annual
periods beginning on or after 1 July 2009, as described above in Note 2(c).

13
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HALF YEAR REPORT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED 31 DECEMBER 2009

(c) Changesin accounting policies

From 1 July 2009 the Company has adopted all standards and interpretations,
mandatory for annual reporting periods beginning 1 July 2009. Adoption of these
standards and interpretations did not have any effect on the financial position or
performance of the Company. Significant new and revised standards and
interpretations affecting the company are:

(i) AASB 2 Revised Vesting Conditions and Cancellations;

(i) AASB 8 Operating Segments;

(i)  AASB101 Revised Presentation of Financial Statements;
The company has also reviewed all other new standards and interpretations issued by
the AASB that are relevant to its operations and effective for annual reporting periods
beginning on or after 1 January 2010. It has been determined by the company that
there is no impact, material or otherwise, of the new or revised standards and
interpretations on its business and, therefore, no change to the accounting policy is
expected when these standards and interpretations are adopted.

The Company has not elected to early adopt any new standards or amendments.

3. FINANCIAL RISK MANAGEMENT

The Company'’s financial risk management objectives and policies are consistent with
that disclosed in the consolidated financial report as at and for the year ended
30 June 20089.

4. SEGMENT INFORMATION

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

5. REVENUE, INCOME AND EXPENSES

(a) Revenue, Income and Expenses from Continuing Operations

31 December 31 December

2009 2008
$ $

Breakdown of finance revenue

Bank interest receivable 54,732 214,093

Otherincome

Government grants released 112,045 -

14



TORRENS ENERGY LIMITED

HALF YEAR REPORT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED 31 DECEMBER 2009

6. CASH AND CASH EQUIVALENTS

For the purposes of the half-year condensed cash flow statement, cash and cash
equivalents are comprised of the following:

31 December 31 December

2009 2008
$ $
Cash at bank and in hand 110,541 738,023
Short term deposits 2,503,514 5,954,873

2,614,055 6,692,896

7. COMMITMENTS

Under the terms of the geothermal exploration licences held by the Company, there is
commitment to spend $1,137,376 on exploration and evaluation over the coming
12 months.

8. CONTINGENCIES

Since the last annual reporting date, the Company has lease new corporate premises.
This lease is for an initial 2 year period with total commitment of $111,718 over the term
of the lease. Other than this there have been no material changes to any contingent
liabilities or contingent assets.

15
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HALF YEAR REPORT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED 31 DECEMBER 2009

9. CONTRIBUTED EQUITY

31 December 30 June
2009 2009
$ $
Ordinary shares (i) 8,543,943 8,543,943

(i) Ordinary shares
Full paid ordinary shares carry one vote per share and carry the right to dividends.

Movement in ordinary shares on issue $ No. Shares
At 1 July 2009 8,543,943 55,887,964
At 31 December 2009 8,543,943 55,887,964
Options

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

Date of Expiry Exercise Price Options Issued Number Balance
31/03/2010 $0.25 27,145,244 27,145,244
31/03/2010 $0.20 10,000 10,000
30/06/2010 $0.70 80,000 80,000
30/06/2010 $1.00 200,000 200,000
30/06/2010 $1.50 400,000 400,000
11/03/2011 $0.44 300,000 300,000
11/03/2011 $0.66 350,000 350,000
11/03/2011 $0.99 400,00 400,00
11/03/2011 $0.44 480,000 480,000
11/03/2011 $0.66 635,000 635,000
11/03/2011 $0.99 790,000 790,000

10. EVENTS AFTER THE BALANCE SHEET DATE

No matters or circumstances have arisen since the end of the half year which have
significantly affected or may significantly affect the operations or the state of affairs of
the consolidated entity in the future financial years.

16
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DIRECTORS’S DECLARATION

In accordance with a resolution of the directors of Torrens Energy Limited, | state that:

In the opinion of the directors:

(a) the financial statements and notes of the company are in accordance with the
Corporations Act 2001, including:

i. give a true and fair view of the financial position as at the 31 December
2009 and the performance for the half-year ended on that date of the
company; and

i comply with Accounting Standard AASB 134 Interim Financial Reporting
and the Corporations Regulations 2001; and

(b) there are reasonable grounds to believe that the company will be able to pay
its debts as and when they become due and payable.

On behalf of the Board

- e
- . ’
i ’_/,:f_
Ao -~
L .

John Canatris
Director

Subiaco, 16 March 2010
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INDEPENDENT AUDITOR’S REPORT

TO THE MEMBERS OF TORRENS ENERGY LIMITED

Report on the Half-Year Financial Report

We have reviewed the accompanying half-year financial report of Torrens Energy Limited, which
comprises the condensed statement of financial position as at 31 December 2009, and the condensed
statement of comprehensive income, condensed statement of changes in equity and condensed
statement of cash flows for the half-year ended on that date, other selected explanatory notes and the
directors’ declaration.

Directors’ Responsibility for the Half-Year Financial Report

The directors of the company are responsible for the preparation and fair presentation of the half-year
financial report in accordance with Australian Accounting Standards (including the Australian Accounting
Interpretations) and the Corporations Act 2001. This responsibility includes establishing and maintaining
internal control relevant to the preparation and fair presentation of the half-year financial report that is free
from material misstatement, whether due to fraud or error; selecting and applying appropriate accounting
policies; and making accounting estimates that are reasonable in the circumstances.

Auditor’s Responsibility

Our responsibility is to 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 basis of the procedures described, we have become aware of any matter that
makes us believe that the financial report is not in accordance with the Corporations Act 2001 including:
giving a true and fair view of the company’s financial position as at 31 December 2009 and its
performance for the half-year ended on that date; and complying with Accounting Standard AASB 134
Interim Financial Reporting and the Corporations Regulations 2001. As the auditor of Torrens 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 analytical and other review procedures. A review is
substantially 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.

Tel: 61 8 9278 2222 | Fax: 61 8 9278 2200 | www.pkf.com.au

West Australian Partnership | ABN 39 542 778 278

Level 7, BGC Centre | 28 The Esplanade | Perth | Western Australia 6000 | Australia
PO Box Z5066 | St Georges Terrace | Perth | Western Australia 6831

PKF Perth is a member of the PKF International Limited network of legally independent member firms. PKF Perth is also a member
of PKF Australia Limited, a national network of legally independent firms each trading as PKF. PKF Perth does not accept

responsibility or liability for the actions or inactions on the part of any other individual member firm or firms.

Liability limited by a scheme approved under Professional Standards Legislation. 18
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Independence

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

Conclusion
Based on our review, which is not an audit, we have not become aware of any matter that makes us
believe that the half-year financial report of Torrens Energy Limited is not in accordance with the

Corporations Act 2001 including:

(a) giving a true and fair view of the company’s financial position as at 31 December 2009 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.

PKF
Chartered Accountants

Chris Nicoloff
Partner

Dated at Perth, Western Australia on this 16" day of March 2010.
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