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OUR MISSION AND VISION

VISION

Enriching lives by changing the way
the world is powered.

MISSION

Creating an integrated world-class provider
of renewable energy using innovative
processes, best-in-class people and
sustainable supply chain to deliver
superior value to our stakeholders.

| OUR CORE VALUES...
+ THE T.L.LE.S. THAT BIND US

; TEAMWORK e, it i

We trust, respect and support each other to achieve corporate I f r{_ﬁ,; _

objectives without self-interest. ] \ '_ o
INTEGRITY i’::f g

|" £
We are committed to act in an ethical, honest, fair and transparent f
manner.

ENTREPRENEURIAL

We encourage calculated risk taking, over-delivering, a bias for
action and creating win-win relationships.

SOCIALLY RESPONSIBLE

We have an over-riding commitment to safety, community
development and the environment.
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CHAIRMAN'S OVERVIEW

Dear Valued Shareholder,
On behalf of the Board of Directors, | present to you Mission
NewEnergy’s annual report for 2010.

It has been another tough year for the industry. Production of
biodiesel all over the world has been almost at a standstill given
the high commodity prices and legislative issues introduced in the
United States and soon to be introduced in Europe. The fifth annual
report of our company reveals the impact of the tough business
environment. New accounting requirements have also meant that
the company has had to re-evaluate the carrying value of its assets,
most notably the 2 biodiesel plants owned by the company in
Malaysia. It is a non cash event, although it has the impact of
balooning the company's net operating loss from $20.5 million to
$93.5 million. The entire amount could be reversed sometime in
the future if the board is convinced that the carrying value of the
assets has been restored.

In spite of the challenges faced by the industry and the business,
Mission remains focussed; with its strategy and roll out of action
plans to become the lowest cost producer of biodiesel in the world.
I highlight some positive actions that will support the business:

* Successfully negotiating and securing a a 10 year sales contract
with Valero Energy Corporation, the largest, independent fuel
refiner and distributor in North America, estimated at over
USD 3.5 billion.
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CHAIRMAN'S OVERVIEW (contp)

* Focusing on enhancing feedstock delivery from our
Jatropha operations and also streamlining acreage
and agronomy practices to maximise yields. During
the year, Mission shipped its maiden consignment of
crude Jatropha oil to its refineries in Malaysia.

* Achieving ISO 9001:2008 certification reflecting the
company’s dedication to world-class management
systems and processes.

* Active involvement and participation in sustainability
objectives resulting in Mission being invited to sit
on the Board of the International Sustainability and
Carbon Certification which today remains as the only
certification recognised by the German government.

* Refinery operations delivering above spec biodiesel
to the European market and the successful
commissioning of our 2nd Axens esterification
H 250,000 tpa biodiesel refinery.

Corporate Governance

| am pleased to state that the Board, through the work of
its sub-committees, has continued to ensure compliance
with ASX Principles of Good Corporate Governance and
Best Practice Recommendations.
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It is a privilege to be an integral part of the Board and
being part of the team dedicated to delivering within a
global environment. This drives value to the shareholders
especially as renewable energy solutions gain importance
and momentum on a global scale to address the
environmental, social and economic issues that continue
to descend upon us. We are at the forefront of the effort
to positively affect our world and | am very confident that
Mission will become a leader in this industry.

Once again, | would like to express my sincere thanks to
all our valued employees and management and fellow
directors for outstanding contributions, support and
guidance. We certainly recognize the hard work and
commitment that has been demonstrated time and again.

And a special thanks to all our shareholders, business
partners and associates for all your support and | do look

forward with enthusiasm to a bright future ahead.

Yours sincerely,

Dario Amara
Chairman




MANAGING DIRECTOR'S REPORT

Dear Valued Shareholders,
| am delighted to present Mission’s fifth Annual Report to
all of you.

We have just completed a very challenging twelve months.
As | always say to my colleagues, “in problems, we find
opportunities”, Mission has tried very hard to overcome
many of these problems in our path...one hurdle at a
time, to position the company to take advantage of the
turnaround in the industry which we believe is imminent.

Reviewing 2010

We entered FY 2010 with well constructed strategies that
enabled us to achieve some of the key milestones outlined
below so as to ensure that your company is poised to
become a reputable global producer of low cost and
environmentally compliant biodiesel.

New Business:

In my last AGM address | outlined several strategies that
Mission was putting in place for a successful 2009/2010.
| had said "Mission's strategy would be to form longer
term off-take partnerships where both parties can leverage
on their individual strengths to create a mutually beneficial
co-existence. Such partnerships could also be strategic...
where producers and customers get into 5 to 20 year
supply arrangements. However, certain attributes are
necessary for this to happen, chief among which is long
term access to captive and cheap feedstock ". Many in
the industry thought that | was stating the obvious and
quickly dismissed the notion that a biodiesel producer
could secure a contract longer than a year as was (and
still is) the norm in the industry. Some even wondered
how we were going to get a contract in the first place
when refining spreads were in negative territory.

So it was "surprises galore" when we announced that
Mission had entered into a binding five-year (plus another
buyer option to extend by5 years) biodiesel supply
agreement with Valero Marketing and Supply Company,
a subsidiary of Valero Energy Corporation, a fortune 500
hundred company and one of the largest independent
crude-oil refiner and marketer in North America. The
agreement was for an annual supply of up to 200,000
tonnes (60 million gallons) of biodiesel per year. Valero
also have the right to double that amount to 400,000
tonnes per year. The agreement represented gross
revenue potential to Mission of over US$3.5 billion based
on then prevailing market prices.

Nathan with newly completed
Axens refinery in the background.
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MANAGING DIRECTOR'S REPORT (contp)

Both Valero and Mission were well aware that the
introduction of the United States Renewable Fuels
Standard 2, which would mandate an increased use of
biodiesel in the USA, was imminent. Mission was aware
that Valero would be one of the largest parties obligated
under the RFS2 to blend biodiesel and would need to
purchase biodiesel in excess of what Mission could supply
with its existing facility. In addition, Valero acknowledged
that Mission is a leader in Jatropha plantations and could
be the most affordable long term supplier of biodiesel in
the market, thereby creating "a mutually beneficial
co-existence".

The RFS2 was implemented by the USA in the middle of
2010. However, when announced, much to everyone's
disappointment, the rules only allowed Soy oil, used
cooking oil and tallow as eligible feedstock in producing
biodiesel for sale in the US while other vegetable oils
such as rape seed, palm oil and Jatropha oil had to meet
certain environmental and green house gas requirements.
At this point in time, the detailed analysis required to
demonstrate that Palm and Jatropha will meet these
requirements is in progress.

In addition, a key subsidy in the USA, called the Biodiesel
blending credit (being US$1 per gallon), lapsed on
31 December 2009. The extension of this subsidy, although
in principle supported by Congress, is being widely
debated by the US government, and has at this date still
not been formally extended. Therefore, even the soy
biodiesel industry in the USA was at a standstill with very
little production in 2010.

A determination on Palm is expected by the end of 2010.
Mission is hopeful that it will be able to begin supplying
Valero shortly after that.

ISO Certification:

| am pleased to say that one of our key refineries, Mission
Biotechnologies Sdn Bhd, which operates the 100,000
tpa biodiesel refinery, has received the renowned
1ISO9001:2008 certification. ISO9001 is by far the world’s
most established quality framework and achievement of
this certification demonstrates the top-class quality of
Mission’s management systems, processes, operating
standards and procedures that are employed. This
certification is recognition of dedication to best practices
and | can proudly say that Mission is one of only a few
biodiesel refiners in the world to have achieved this
certification.

Sustainability:

On our target towards sustainable production of biodiesel,
our ongoing association with International Sustainability
& Carbon Certification (ISCC) will enable us to achieve a
first mover advantage to access the 2010 and beyond EU
Renewable Energy Directive (RED) governed biofuels
market, through full German Government accredited
certification under ISCC.
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This achievement is also a testimony of Mission's
commitment and leadership in delivering sustainable
biofuels to the global market. Through active involvement
in the development of the ISCC system, another
achievement for Mission is the appointment of our
company as a member of the ISCC Board.

Refinery:

During the course of the last 12 months, our biodiesel
refinery (100,000 tpa) continued to successfully produce
and deliver biodiesel for sales contract entered into by
Mission. | am very happy to say that all biodiesel delivered
met and exceeded the European specifications to which
it was required to comply with. Mission operated at
13% production capacity despite a negative commodity
spread for biodiesel refining during most of 2010. The
refining unit continues to make a positive contribution
from biodiesel production and by-product sales. However,
the lower than expected volumes due to poor demand
fuelled by uncertainties in the requirements for sustainable
biodiesel and the unfavourable margins between the
input price of CPO and the possible sales prices of
biodiesel, prevented sufficient contribution towards
covering the refineries overheads.




Feedstock:

The year has been a period of consolidation - strengthening
our resources within Mission’s Indian operations and
reviewing and streamlining of the operations in the
feedstock business with a focus on yield improvement
and receivables collection. To further boost the farming
model, Mission had organised its contract farmers in a
diverse manner spanning large geographical areas of
India. It is extremely encouraging to note that approximately
50% of its acreage is performing to targets and we attribute
this to the deep and consistent contact with our contract
farmers, further enabled by Mission’s proprietary agronomy
hardware and software. This, together with focused
leadership provides Mission with a very clear understanding
of the performance of its contract farming system.
Additional positive developments in the Indian sector sees
the Indian Government (Ministry of Finance) approving
further capital investment by Mission into its Indian
feedstock business and to carry on with the original
approved activity of being engaged in the contract farming
of Jatropha Curcas and utilization of the Jatropha oil for
domestic or export markets.

Commissioning of Mission 2:

Mission recently achieved commissioning of its second
250,000 tpa (approximately 75 million gallons per annum)
Axens 2nd Generation biodiesel transesterification refinery.
During the performance tests, the plant achieved its
nameplate capacity and met all guaranteed performance
parameters. The biodiesel produced during the
performance test has been evaluated by an internationally
renowned external laboratory and the results exceed the
European EN14214 specification for Biodiesel. Additionally,
a new process capable of producing different esters of
biodiesel is being incorporated into Mission’s refinery
operations. This stand-alone unit will serve both Mission’s
refineries, and enable Mission to become one of the few
biodiesel producers in the Asian region who can meet
the Cold Soak Filter Test (CSFT) requirements under the
revised ASTM D6751:2009 biodiesel specification.
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MANAGING DIRECTOR’S REPORT (contp)

2011 and beyond:
Our efforts in 2011 will focus on several areas:-
1. delivering into the Valero contract,

2. becoming a supplier of choice to the Malaysian oil
companies when the Malaysian mandate kicks off in
June 2011,

3. becoming one of the select few compliant palm
biodiesel suppliers to the EU market,

4. putting in more effort into our plantation activities in
India towards achieving the desired yields at the lowest
possible cost, and

5. gaining access to working capital facilities. Working
capital (or the lack of it) has become a big barrier to
entry in this business. Many biodiesel plants that
completed construction could not be commissioned
and many more who have been in shut down mode
will not be able to start up for lack of working capital.

We have developed detailed action plans for each of
these strategies and will be steadfast in implementing
them. | look forward to update you as we progress through
the year.
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Conclusion

The company, though embattled, is in a good position
to take advantage of the opportunities that are emerging
in the market place. We have a substantial contract with
a reputable buyer that we can deliver into as soon as the
RFS2 rules allow us to do so. We are way ahead in meeting
the sustainability requirements that come into force in
Germany and EU by year end. We have an unencumbered
balance sheet which will provide us access to working
capital financing which is proving to be a big barrier to
entry and we are working towards a listing on the NASDAQ
Global Market which will provide us with a better profile
and access to capital.

In closing, once again my heartfelt thanks to colleagues
on the board for their invaluable guidance and my sincere
appreciation to Mission’s dedicated employees who
continue to contribute their best during these times. Their
grit is certainly an inspiration. To all our investors, my
gratitude for your confidence in enabling us to carry out
our Mission and to realize our dreams.

Yours sincerely,

Nl o,

Nathan Mahalingam
Group Managing Director



BOARD OF DIRECTORS

Mr Dario Amara
Non-Executive Chairman

Mr Amara is an engineer with extensive business experience gained over 29 years
in the Australian and international markets and across the resources and infrastructure
sectors.

Prior to co-founding Emerson Stewart in 2005 and for over 16 years, he occupied
senior executive roles with major construction and engineering groups. Dario
successfully led GRD Minproc as managing director/chief executive and John Holland
Asia as chief executive officer. Dario has a record of achievement in establishing,
growing and rejuvenating businesses and strategic leadership.

He is currently a non-executive director of Austal and non-executive chairman of
Mission New Energy (both ASX listed) and a board member of the Perth International
Arts Festival.

Dario has also served as chairman of the West Australian Opera Company and the
Art Gallery of Western Australia.

He is a Fellow of the Institution of Engineers Australia.

Datuk Zain Yusuf

Non-Executive Director

Datuk Zain has over 25 years experience in Shell Malaysia. From 1986 to 1988, he
was seconded to Shell International, United Kingdom and worked as Marketing
Consultant in Shell UK and Shell Caribbean. Upon his return to Malaysia, he was
made Marketing Director of Shell Malaysia. He subsequently served on the board
of Directors of Shell Group Malaysia as Executive Director, with responsibility over
a total of 18 group subsidiaries involved in both the upstream and downstream
petrochemical business.

Datuk Zain is currently chairman of the Malaysian Australia Business Council and
serves as a director of Airod Sdn Bhd , NADI Bhd, Malacca Securities Sdn Bhd,
Faber Group Bhd, and as chairman of Confoil (Malaysia) Bhd, a Malaysian - Australian
joint venture company in Malaysia.

Mr Nathan Mahalingam

Managing Director

Mr Mahalingam has over 25 years of management experience in banking and finance,
heavy industries and infrastructure development. He has successfully implemented
numerous start-up manufacturing operations in Malaysia during his tenure of service
with a large Malaysian conglomerate. Between 1995 and 2000, he served as project
director in the Westport Group, developers of one of Malaysia's largest privatised
port and transhipment facility.

Nathan has gained extensive project advisory, corporate finance, mergers and
acquisitions experience while running his own boutique corporate advisory practice
between 2000 and 2004.
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BOARD OF DIRECTORS (contp)
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Mr Guy Burnett

Finance Director

Mr Burnett, a Chartered Accountant, has had an impressive career as a Finance
Professional in several large corporations.

He first started work as a CA trainee and Audit manager in 1989 after completing
a Bachelor of Commerce-Accounting degree at the University of Natal in South
Africa. In mid 1996, Mr Burnett joined Umgeni Water, a large corporatized water
utility in South Africa, as its Financial Accountant. He was promoted to the position
of Financial Controller in mid 1999. He left Umgeni in 2004 to migrate to Western
Australia with his family.

Prior to joining the Company Mr Burnett was Manager, Corporate Accounting & Tax
with Western Power where he had 27 direct and indirect reports. Prior to this Guy
worked as Acting Financial Accountant for Water Corporation on a one year contract
and served as a Manager with KPMG for 15 months where he played a key role in
assisting KPMG's clients in rolling out their IFRS accounting implementations.

Admiral (Ret) Tan Sri Dato' Seri Mohd Anwar bin Haji Mohd Nor

(Tan Sri Anwar)
Independent Non-Executive Director

Tan Sri Anwar made history in April 2005 when he became the first naval chief in
the Malaysian Armed Forces (MAF) to ascend to its highest military office, the Chief
of Defence Force, commanding a strength of nearly 100,000. With nearly 40 years
of military experience with the Royal Malaysian Navy (RMN) and MAF, he has
acquired a massive portfolio of achievements.

His outstanding performance extends to the academic arena as well inclusive of
stints at the Naval Staff College (Rhode Island, USA), Navigation and Direction
Course and Principal Warfare Officers, Course (HMS DRYAD, United Kingdom). He
also holds a Master of Science in Engineering Business Management from the
University of Warwick, United Kingdom.

Tan Sri Anwar has received numerous commendations, awards and accolades in
recognition of his talents, and was bestowed the Panglima Mangku Negara (PMN),
which carries the title of “Tan Sri’, by His Majesty the Yang Di-Pertuan Agong (the
King of Malaysia). He has also received distinguished medals from foreign
governments such as the Ordre National De La Legion D’"Honneur from France and
the Command of the Legion of Merit from the US.

Amongst the varied positions he holds in the corporate sector, Tan Sri Anwar is
also a Corporate Advisor to Sime Darby Bhd, the largest plantation company in the
world. He also chairs the board of the Armed Forces Fund Board (LTAT), a multi
billion dollar fund with investments in banking, plantations, petrol retail and hotels.

Mr Arun Bhatnagar

Independent Non-Executive Director

Mr Bhatnagar first joined the company as Chairman of our Indian subsidiary, Mission
Biofuels India Pvt Ltd in June 2008. Mr. Bhatnagar is currently the chairman of the
Government of India owned television and radio broadcaster, Prasar Bharti (likened
to the BBC of India).

Prior to this, he was the Secretary of the National Advisory Council, a body tasked
with the implementation of the National Common Minimum Program and to provide
inputs in the formation of policy and support to the government in its legislative
business.

During his long tenure with the government since 1966, Mr Bhatnagar has served
as head or in senior positions in various ministries, amongst others the Ministries
of Rural Development, Energy, Irrigation and Personnel. He also served as Minister
(Economics) in the Indian High Commission in UK.
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Your directors present their report on the company and its controlled entities for the year ended 30 June 2010.

Corporate governance statement

The Board of Directors of Mission New Energy Limited (Mission) is responsible for the corporate governance of
the Company. The Board guides and monitors the business and affairs of the Company on behalf of the
shareholders by whom they are elected and to whom they are accountable.

In accordance with the Australian Stock Exchange (ASX) Corporate Governance Council’s (“CGC") “Principles of
Good Corporate Governance and Best Practice Recommendations” the Corporate Governance Statement must
contain certain specific information and must disclose the extent to which the Company has followed the guidelines
during the period. Where a recommendation has not been followed, that fact must be disclosed together with
the reasons for the departure.

The Company’s corporate governance practices were in place throughout the year and are compliant, unless
otherwise stated, with the Corporate Governance Council’s principles and recommendations, which are noted
below.

Principle 1. Lay solid foundations for management and oversight
Principle 2. Structure the Board to add value

Principle 3. Promote ethical and responsible decision making
Principle 4. Safeguard integrity in financial reporting

Principle 5. Make timely and balanced disclosure

Principle 6. Respect the rights of shareholders

Principle 7. Recognise and manage risk

Principle 8. Remunerate fairly and responsibly

The Board has developed policies and practices consistent with the ASX Recommendations, with such adjustments
as the Board believes are appropriate for the particular circumstances of the Company. Consistent with these
policies, a summary of the corporate governance policies and practices adopted by Mission is set out below.

Role of the Board of Directors

The Board of Mission is responsible for setting the Company’s strategic direction and providing effective governance
over Missions’ affairs in conjunction with the overall supervision of the Company’s business with the view of
maximising shareholder value. The Board's key responsibilities are to:

* chart the direction, strategies and financial objectives for Mission and monitor the implementation of those
policies, strategies and financial objectives;

* monitor compliance with regulatory requirements, ethical standards and external commitments;

e appoint, evaluate the performance of, determine the remuneration of, plan for the succession of and, where
appropriate, remove the Managing Director; and

e ensure that the Board continues to have the mix of skills and experience necessary to conduct Missions'
activities, and that appropriate directors are selected and appointed as required.

The Board has adopted a Board Charter, which sets out in more detail the responsibilities of the Board. The Board
Charter sets out the division of responsibility between the Board and management to assist those affected by
decisions to better understand the respective accountabilities and contribution to Board and management.

In accordance with Missions’ Constitution, the Board delegates responsibility for the day-to-day management of
Mission to the Managing Director (subject to any limits of such delegated authority as determined by the Board
from time to time). Management as a whole is charged with reporting to the Board on the performance of the
Company.

Annual Report 2010
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DIRECTORS' REPORT (contD) .

1. Corporate governance statement (Cont’'d)
Board structure and composition

The Board currently is comprised of 6 directors, of which four are independent non-executive Directors. Details
of each director’s skills, expertise and background are contained within the directors’ report included with the
company’s annual financial statements.

Independence, in this context, is defined to mean a non-executive Director who is free from any interest and any
business or other relationship that could, or could reasonably be perceived to, materially interfere with the
Director's ability to act in the best interests of Mission. The definition of independence in ASX Recommendation
2.1 is taken into account for this purpose.

A Director cannot hold the position of both Chairman and Managing Director.

Missions’ non-executive Directors may not hold office for a continuous period in excess of three years or past
the third annual general meeting following their appointment, whichever is longer, without submitting for re-
election. Directors are elected or re-elected, as the case may be, by shareholders in a general meeting. Directors
may offer themselves for re-election. A Director appointed by the Directors (e.g., to fill a casual vacancy) will hold
office only until the conclusion of the next annual general meeting of Mission but is eligible for re-election at that
meeting.

Under Missions’ Constitution, voting requires a simple majority of the Board. The Chairman does not hold a
casting vote.

Board and management effectiveness

Responsibility for the overall direction and management of Mission, its corporate governance and the internal
workings of Mission rests with the Board, notwithstanding the delegation of certain functions to the Managing
Director and management generally (such delegation effected at all times in accordance with Mission” Constitution
and its corporate governance policies).

An evaluation procedure in relation to the Board, individual directors and Company executives was completed
during the year. The evaluation of the Board as a whole was facilitated through the use of a questionnaire required
to be completed by each Board Member, the results of which were summarised, discussed with the Chairman
of the Board and tabled for discussion at a Board Meeting. Similarly each individual director was required to self
assess his performance and discuss the results with the Chairman. Individual Directors’ performance is evaluated
by reference to the Director’s contribution to monitoring and assessing management performance in achieving
strategies and budgets approved by the Board (among other things).

A similar process for review of committees was undertaken during the 2009/2010 financial year.

To ensure management, as well as Board effectiveness, the Remuneration and Nomination Committee has direct
responsibility for evaluating the performance of the Managing Director and other executives. This process involves
a formal interview and questionnaire format with results disclosed to the Board.

Internal control, risk management and financial reporting

The Board has overall responsibility for Mission's systems of internal control. These systems are designed to
ensure effective and efficient operations, including financial reporting and compliance with laws and regulations,
with a view to managing the risk of failure to achieve business objectives. It must be recognised, however, that
internal control systems can provide only reasonable and not absolute assurance against the risk of material loss.

Annual Report 2010 | 13
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1. Corporate governance statement (Cont’d)
Internal control, risk management and financial reporting (Cont’d)

The Board reviews the effectiveness of the internal control systems and risk management on an ongoing basis,
and monitors risk through the Audit and Risk Management Committee (see the Audit and Risk Management
Committee). The Board regularly receives information about the financial position and performance of Mission.
For annual and half-yearly accounts released publicly, the Managing Director and the Chief Financial Officer sign-
off to the Board:

* the accuracy of the accounts and that they represent a true and fair view, in all material respects, of Missions
financial condition and operational results, and have been prepared in accordance with applicable accounting
standards and

* that the representations are based on a system of risk management and internal compliance and control
relating to financial reporting which implements the policies adopted by the Board, and that those systems

are operating efficiently and effectively in all material respects.

In addition, management has reported to the Board on the effectiveness of the company’s management of its
material business risks.

Internal audit
During the year, the Board employed a permanent internal auditor, who reports directly to the Audit and Risk
Committee. The Audit and Risk Committee reviews all material internal audit items and provides guidance where

appropriate or required.

The companies risk management policy is included in the Corporate Governance section of the Company’s
website.

Committees of the Board of Directors

The Board has established two permanent Board committees to assist the Board in the performance of its functions:
¢ the Audit and Risk Management Committee; and

* the Remuneration and Nomination Committee.

Each committee has a charter, which sets out the Committee's purpose and responsibilities. The Committees are
described further below.

The names of the members of the two committees are set out in the directors report contained within the
Company’s annual financial statements.

Audit and Risk Management Committee

The purpose of the Audit and Risk Management Committee is to provide assistance to the Board in its review
of:

¢ Mission' financial reporting, internal control structure and risk management systems;
¢ the internal and external audit functions; and
¢ Mission' compliance with legal and regulatory requirements in relation to the above.

The Audit and Risk Management Committee has specific responsibilities in relation to Missions' financial reporting
process; the assessment of accounting, financial and internal controls; the appointment of the external auditor;
the assessment of the external audit; the independence of the external auditor; and setting the scope of the
external audit.

14 | Annual Report 2010
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DIRECTORS' REPORT (contD) .

1. Corporate governance statement (Cont’'d)
Audit and Risk Management Committee (Cont’d)

The Audit and Risk Management Committee comprises three independent non-executive Directors that have
diverse and complementary backgrounds. The Chairman of the Audit and Risk Management Committee must be
an independent non-executive Director.

Remuneration and Nomination Committee

The purpose of the Remuneration and Nomination Committee is to discharge the Board's responsibilities relating
to the nomination and selection of Directors and the compensation of the Company's executives and Directors.

The key responsibilities of the Remuneration and Nomination Committee are to:

* ensure the establishment and maintenance of a formal and transparent procedure for the selection and
appointment of new Directors to the Board; and

* establish transparent and coherent remuneration policies and practices, which will enable Mission to attract,
retain and motivate executives and Directors who will create value for shareholders and to fairly and responsibly
reward executives.

The Remuneration and Nomination Committee comprises three independent non-executive Directors. The
Chairman of the Remuneration and Nomination Committee must be an independent non-executive Director.

The remuneration policy which sets out the terms and conditions for the Managing Director and other senior
executives is set out in the Remuneration Report included in the Directors Report contained within the Company’s
annual report.

Timely and balanced disclosure

Mission is committed to promoting investor confidence and ensuring that shareholders and the market have
equal access to information and are provided with timely and balanced disclosure of all material matters concerning
the Company. Additionally, Mission recognises its continuous disclosure obligations under the ASX Listing Rules
and the Corporations Act. To assist with these matters, the Board has adopted a Continuous Disclosure and
Shareholder Communication Policy.

The Continuous Disclosure and Shareholder Communication Policy allocates roles to the Board and management
in respect of identifying material information and coordinating disclosure of that information where required by
the ASX Listing Rules.

The Policy also identifies authorised company spokespersons and the processes Mission has adopted to
communicate effectively with its shareholders. In addition to periodic reporting, Mission will ensure that all relevant
information concerning the Company is placed on its website.

Ethical and responsible decision-making
Code of Conduct

The Board has created a framework for managing the Company including internal controls, business risk
management processes and appropriate ethical standards.

The Board has adopted practices for maintaining confidence in the Company's integrity including promoting
integrity, trust, fairness and honesty in the way employees and Directors conduct themselves and Missions'
business, avoiding conflicts of interest and not misusing company resources. A formal Code of Conduct has been
adopted for all employees and Directors of Mission.

Annual Report 2010 1 5
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Corporate governance statement (Cont’d)
Ethical and responsible decision-making (Cont’d)
Securities Trading Policy

A Securities Trading Policy has been adopted by the Board to set a standard of conduct, which demonstrates
Missions’ commitment to ensuring awareness of the insider trading laws, and that employees and Directors
comply with those laws. The Securities Trading Policy imposes additional share trading restrictions on Directors,
the Company Secretary, executives and employees involved in monthly financial accounting processes ("specified
persons").

Under the Securities Trading Policy, specified persons are only permitted to buy and sell securities if they do not
possess non-public price sensitive information and trading occurs outside of specified restricted periods. These
periods are the periods commencing on the first day of the month before the end of the half-year or full year
period and ending on the next business day after the announcement of the results for that period. In addition,
before a specified person can deal in Mission’ securities they must obtain clearance from the appropriate officer,
confirming that there is no reason why they cannot trade.

Other Information

Mission New Energy Limited is included on its website (www.missionnewenergy.com) full details of its corporate
governance regime.

Directors details
The names of directors in office at any time during or since the end of the year are:
Mr Dario Amara — Chairman (Non-executive)

Qualifications — Bachelor of Engineering with Distinction (Curtin University of Technology).
Fellow of the Institution of Engineers Australia.

Experience — Mr Amara is an engineer with extensive business experience gained over
30 years in the Australian and international markets and across the resources,
energy and infrastructure sectors.

Prior to co-founding Emerson Stewart in 2005 and for over 16 years, he
occupied senior executive roles with major construction and engineering
groups. Dario has a record of achievement in establishing, growing and
rejuvenating businesses and strategic leadership, and has served as
chairman of the Art Gallery of Western Australia and the West Australian
Opera Company and as a board member of the Perth International Arts
Festival.

Appointed Chairman 31 March 2006. Board member since 31 March 2006.
Interest in Shares and Options — 200,000 ordinary shares in Mission NewEnergy Limited held indirectly
(50,000 to Amara family trust account and 150,000 to Amara Superannuation

Fund account).

Special Responsibilities — Mr Amara is a member of the Audit and Risk Management Committee and
Chairman of the Nomination and Remuneration Committee.

Directorships held in other — Current director of Austal Limited (since 16 August 2005), Group CEO of
listed entities Emerson Stewart Group Ltd (since 25 June 2008)

Annual Report 2010
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Datuk Mohamed Zain Bin
Mohamed Yusuf

Qualifications

Experience

Interest in Shares and Options

Special Responsibilities

Directorships held in other
listed entities

The names of directors in office at any time during or since the end of the year are (Cont'd):

Director (Non-executive)

Bachelor of Economics (Hons.) (University of Western Australia)

Datuk Zain has over 25 years experience in Shell Malaysia. From 1986 to
1988, he was seconded to Shell International, United Kingdom and worked
as Marketing Consultant in Shell UK and Shell Caribbean. Upon his return
to Malaysia, he was made Marketing Director of Shell Malaysia. He
subsequently served on the board of Directors of Shell Group Malaysia as
Executive Director, with responsibility over a total of 18 group subsidiaries
involved in both the upstream and downstream petrochemical business.
Datuk Zain is immediate past chairman of the Malaysian Australia Business
Council and serves as a director of Airod Sdn Bhd , NADI Bhd, Malacca
Securities Sdn Bhd, Faber Group Bhd, PJ Bumi Bhd and as chairman of
Confoil (Malaysia) Bhd, a Malaysian - Australian joint venture company in
Malaysia.

Board member since 24 January 2006.

Nil

Datuk Zain is Chairman of the Audit and Risk Management Committee from
25 June 2009 and a member of the Nomination and Remuneration
Committee.

Director of Faber Group Bhd (since October 2001) and chairman of Malacca

Securities Sdn Bhd (since November 2000). Resigned as a director of PJ
Bumi Bhd during the year.

Admiral (Ret) Tan Sri Dato’ Sri
Mohd Anwar bin Haji Mohd Nor

Qualifications

Experience

Interest in Shares and Options
Special Responsibilities

Directorships held in other
listed entities

Director (Non-executive)

Master of Science in Engineering Business Management (University of
Warwick, U.K)

Tan Sri Anwar made history in April 2005 when he became the first naval
chief in the Malaysian Armed Forces (MAF) to ascend to its highest military
office of the Chief of Defence Force, commanding a strength of nearly
100,000. With nearly 40 years of military experience with the Royal Malaysian
Navy (RMN) and MAF, he has acquired a massive portfolio of achievements.

His outstanding performance extends to the academic arena as well inclusive
of stints at the Naval Staff College (Rhode Island, USA), Navigation and
Direction Course and Principal Warfare Officers Course (HMS DRYAD,
United Kingdom). He also holds a Master of Science in Engineering Business
Management from the University of Warwick, United Kingdom.

Tan Sri Anwar has received numerous commendations, awards and
accolades in recognition of his talents, and was bestowed the Panglima
Mangku Negara (PMN), which carries the title of Tan Sri, by His Majesty
the Yang Di-Pertuan Agong (the King of Malaysia). He has also received
distinguished medals from foreign governments such as the Ordre National
De La Legion D'Honneur from France and the Command of the Legion of
Merit from the US.

Board member since 25 June 2009.

Nil

Nil

South East Asia Advisory Board to Rolls Royce Plc (start date 1 July 2008).
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The names of directors in office at any time during or since the end of the year are (Cont'd):

Mr Arun Bhatnagar
Qualifications

Experience

Interest in Shares and Options
Special Responsibilities

Directorships held in other
listed entities

Director (Non-executive)
Honours Degree in Economics (St. Stephen’s College, Delhi)

Up to December 2009, Mr. Bhatnagar was the chairman of the Government
of India owned television and radio broadcaster, Prasar Bharti (likened to
the BBC of India).

Prior to this, he was the Secretary of the National Advisory Council, a body
tasked with the implementation of the National Common Minimum Program

and to provide inputs in the formation of policy and support to the
government in its legislative business.

During his long tenure with the government since 1966, Mr Bhatnagar has
served as head or in senior positions in various ministries, amongst others
the Ministries of Rural Development, Energy, Irrigation and Personnel. He
also served as Minister (Economics) in the Indian High Commission in UK.
Board member since 25 June 2009.

Nil

Chairman, Mission Biofuels India Pvt Ltd

Nil

Mr Nathan Mahalingam

Qualifications

Experience

Interest in Shares and Options

Special Responsibilities

Directorships held in other
listed entities

Annual Report 2010
Mission NewEnergy Limited and Controlled Entities

Managing Director (Executive)

Bachelor of Economics (Hons.) (University of Malaya) and MBA (Murdoch
University, Western Australia).

Mr Mahalingam has over 25 years of management experience in banking
and finance, heavy industries and infrastructure development. He has
successfully implemented numerous start-up manufacturing operations in
Malaysia during his tenure of service with a large Malaysian conglomerate.
Between 1995 and 2000, he served as project director in the Westport
Group, developers of one of Malaysia's largest privatised port and
transhipment facility.

Board member since incorporation of the Company (17 November 2005).
25,647,840 ordinary shares in Mission NewEnergy Limited held personally
and indirectly through Mission Equities Sdn Bhd, a company that
Mr Mahalingam has a 34% interest in.

Managing Director of the company.

Nil
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2. The names of directors in office at any time during or since the end of the year are (Cont'd):

Mr Guy Burnett — Finance Director (Executive)
Qualifications — Member of the Institute of Chartered Accountants Australia
Experience — Mr Burnett, a Chartered Accountant, has had an impressive career as a

Finance Professional in several large corporations. He first started work as
a CA trainee and Audit manager in 1989 after completing a Bachelor of
Commerce-Accounting degree at the University of Natal in South Africa.
In mid 1996, Mr Burnett joined Umgeni Water, a large corporatized water
utility in South Africa, as its Financial Accountant. He was promoted to the
position of Financial Controller in mid 1999. He left Umgeni in 2004 to
migrate to Western Australia with his family.

Prior to joining the Company Mr Burnett was Manager: Corporate Accounting
& Tax with Western Power where he had 27 direct and indirect reports.
Prior to this Guy worked as Acting Financial Accountant for Water Corporation
on a one year contract and served as a Manager with KPMG where he
played a key role in assisting KPMG's clients in rolling out their IFRS
accounting implementations.
Board member since 6 April 2009.

Interest in Shares and Options — 200,000 ordinary shares issued at 30 June 2010 plus eligible for a further
1,000,000 performance shares and 1,750,000 options issued under the
group’s performance share scheme. See note 30 for further details.

Special Responsibilities — Finance Director, Director of Mission Biofuels India Pvt Ltd

Directorships held in other — Nil
listed entities

3. Meetings of Directors
During the financial year, 10 meetings of directors (including committees of directors) were held.

Attendances by each director during the year were as follows:

Committee Meetings

Directors’ Audit & Risk Nomination &
Meetings Management Remuneration
Committee Committee

A B A B A B
Mr Dario Amara 6 5 4 4 2 2
Datuk Mohamed Zain Bin Mohamed Yusuf 6 4 4 4 2 2
Tan Sri Dato’ Sri Mohd Anwar bin Haji Mohd Nor 6 6 4 4 2 2
Arun Bhatnagar 6 4 4 2 2 2
Mr Nathan Mahalingam 6 6 - - - -
Mr Guy Burnett 6 5 - - - -

A Number eligible to attend B Number attended

Annual Report 2010 1 9
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Insurance premium paid for Directors and Officers

The Company has paid an insurance premium in respect of a contract insuring each of the Directors of the
Company named earlier in this report and the executive officers of the Company against liabilities and expenses,
to the extent permitted by law, arising from claims made against them in their capacity as Directors and officers
of the Company, other than conduct involving a wilful breach of duty in relation to the Company. Due to
confidentiality clauses contained in the insurance policy the Limit of Liability and Premium paid has not been
disclosed.

Company Secretary

The following person’s held the joint position of company secretary during the financial year:

Mr Peter Torre
Mr Jerry Monzu

Mr Torre holds a Bachelor of Business, is a Chartered Accountant, a Chartered Secretary and a Member of the
Australian Institute of Company Directors. He is the Company Secretary of several ASX Listed Companies and
is also a Director of ASX listed Carbine Resources Limited and ORT Limited. Mr Monzu has a Bachelor of Business
and is a Certified Practising Accountant, a Fellow of the Taxation Institute of Australia and has had extensive
corporate experience at a financial and managerial level in multinational companies.

Remuneration Report (Audited)

This report details the nature and amount of remuneration for each director of Mission NewEnergy Limited and
for the key management personnel.

Remuneration policy
The remuneration policy of Mission NewEnergy Limited is twofold:

* To create a remuneration structure that will allow Mission NewEnergy to attract, reward and retain qualified
Executives and Non-Executive Directors who will lead Mission NewEnergy in achieving its strategic objectives.

* To provide and motivate the Executives and Non-Executive Directors with a balanced and competitive
remuneration.

The specific objectives of the Executive Remuneration Policy are as follows:

* To motivate executive management to manage and lead the business successfully and to drive strong long-
term organisational growth in line with the Group’s strategy and business objectives.

* To drive successful organisational performance by incorporating an annual performance incentive and establish
longer-term performance objectives.

e To further drive longer-term organisational performance through an equity-based reward structure.
* To make sure that there is transparency and fairness in executive remuneration policy and practices.

* To deliver a balanced solution addressing all elements of total pay [base-pay, incentive pay (cash and equity)
and benefits.

Annual Report 2010
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6. Remuneration Report (Audited) (Cont’d)
Remuneration policy (Cont’'d)
* To make sure appropriate superannuation arrangements are in place for executives.
* To contribute to appropriate attraction and retention strategies for executives.
The specific objectives of the Non-Executive Director remuneration policy are as follows:
* To attract and retain appropriately qualified and experienced directors.

* To remunerate directors fairly having regard to their responsibilities, including providing leadership and
guidance to management.

* To build sustainable shareholder value by encouraging a longer-term strategic perspective, by not linking fees
to the results of the Mission NewEnergy Group of Companies.

The Board of Mission NewEnergy Limited believes the remuneration policy to be appropriate and effective in its
ability to attract and retain the best executives and directors to run and manage the Consolidated Group, as well
as create goal congruence between directors, executives and shareholders.

The Board’s policy for determining the nature and amount of remuneration for board members and senior
executives of the Consolidated Group is as follows:

The remuneration policy, setting the terms and conditions for the executive directors and other senior executives,
was developed by the Nomination and Remuneration Committee and approved by the Board after seeking
professional advice (when appropriate) from independent external consultants.

All executives are entitled to receive a base salary (which is based on factors such as length of service and
experience), superannuation, fringe benefits, options and performance incentives.

The Nomination and Remuneration Committee reviews executive packages annually by reference to the Consolidated
Group’s performance, executive performance and comparable information from industry sectors.

The directors and executives receive a superannuation guarantee contribution (or equivalent) required by the
relevant government authority and do not receive any other retirement benefits.

All remuneration paid to directors and executives is valued at the cost to the company and expensed. Shares
given to directors and executives are valued as the difference between the market price of those shares and the
amount paid by the director or executive. Options are valued using the Black-Scholes methodology.

The board policy is to remunerate non-executive directors at market rates for time, commitment and responsibilities.
The Nomination and Remuneration Committee determines payments to the non-executive directors and reviews
their remuneration annually, based on market practice, duties and accountability. Independent external advice
will be sought when required. The maximum aggregate amount of fees that can be paid to non-executive directors
is subject to approval by shareholders at the Annual General Meeting and is allocated to each non-executive
Director based on responsibility, which include the Chairman of the Board, Chairman of the Audit and Risk
Committee and Chairman of the Nomination and Remuneration Committee. Fees for non-executive directors are
not linked to the performance of the Consolidated Group.

Key Management Personnel
The Company has defined the following classes of people as key management personnel:
o Non-executive directors

o Executive directors
o Management reporting directly to the Managing Director

Annual Report 2010 2 1
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DIRECTORS" REPORT (contp)

Details of remuneration for the year ended June 2010

The remuneration for the key management personnel of the consolidated group during the year was as follows:

2010 Value of
options and
Proportion of performance
remuneration shares as a
Post performance proportion of
Shortterm Share Based employment related remuneration
Options and
Non-cash performance Super
Salary Benefits shares Contribution Total
$'000 $'000 $'000 $'000 $'000 % %
Directors
Mr Dario Amara 100 - - 9 109 -
Datuk Zain Yusuf 75 - - 1 76 -
Mr Nathan Mahalingam 344 - - 4 348 -
Admiral (Ret) Tan Sri 50 - - 1 51 -
Dato’ Sri Mohd Anwar
bin Haji Mohd Nor
Mr Arun Bhatnagar 50 10 - - 60 -
Mr Guy Burnett 240 - 403 22 665 61% 61%
Key management
personnel
Kalaiselvan a/l 87 - 14 - 101 - -
Somasundaram
(Refining COO)
Subhas Patnaik (COO of 47 - - - 47 - -
Feedstock operations)’
Mr Abu Bakar Bin Jani 20 - - - 20 - -
(non-executive Director
of Mission Biofuels Sdn
Bhd)
Datuk Azizan Bin Abd 20 - - - 20 - -
Rahman (non-executive
Director of Mission
Biofuels Sdn Bhd)
Mr James Garton 240 - 803 22 1,065 75% 75%
(Group Head of
Corporate Finance)
TOTAL 1,273 10 1,220 59 2,562 - -

" Mr Patnaik joined Mission on the 17th September 2009.
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6. Remuneration Report (Audited) (Cont’d)

2009 Value of
options and
Proportion of performance
remuneration shares as a
Post performance proportion of
Short term Share Based employment related remuneration
Options and
Non-cash performance Super
Salary Benefits shares Contribution Total
$'000 $'000 $'000 $’000 $'000 % %
Directors
Mr Dario Amara 100 - - 9 109 - -
Tan Sri Razak Ramli 2 75 - - 1 76 - -
Datuk Zain Yusuf 50 - - 1 51 - -
Mr Nathan Mahalingam 255 - - 14 269 - -
Mr Arvind Bansal 3 - - - - - - -
Admiral (Ret) Tan Sri Dato’ - - - - - - -
Sri Mohd Anwar bin Haji
Mohd Nor
Mr Arun Bhatnagar 4 33 - - - 33 - -
Mr Guy Burnett 185 - - 16 201 - -
Key management
personnel
Mr Balakrishnan Papaiah® 104 - - 13 117 - -
(Refining COO)
Kalaiselvan a/l 14 - - - 14 - -
Somasundaram (Refining
COO0) ¢
Mr Abu Bakar Bin Jani 23 - - - 23 - -
(non-executive Director of
Mission Biofuels Sdn Bhd)
Datuk Azizan Bin Abd 23 - - - 23 - -
Rahman (non-executive
Director of Mission Biofuels
Sdn Bhd)
Mr James Garton’ (Group 142 - 183 13 338 54% 54%
Head of Corporate Finance)
TOTAL 1,004 - 183 67 1,254

2 Mr. Tan Sri Razak Ramli resigned on 25/06/2009

3 Mr Bansal was remunerated as an independent contractor and resigned on 24 June 2009. He was paid A$163,000 for services
to 24 June 2009.

4 Mr Bhatagar was appointed to the Board of Mission NewEnergy Ltd on 25 June 2009. His remuneration reflected above is in
respect of his capacity as Chairman of Mission Biofuels India PL.

5 Mr. Balakrishnan Papaiah resigned on 31/01/2009.

6 Mr Kalaiselvan joined Mission on 4/5/09

7 Mr Garton was appointed from 15/10/2008
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6. Remuneration Report (Audited) (Cont’d)

Options and performance shares are issued to directors, executives and senior employees as part of their
remuneration.

During the year the following options and performance shares were issued to key executives and individuals who
have a strategic impact on the business.

Options

Balance Balance Balance

1/7/2008 Expired New issue 30/6/2009 New issue Lapsed 30/6/2010  Vested
Directors
Mr Dario Amara 1,000,000 (1,000,000) - = 5 - - -
Tan Sri Razak Ramli 750,000  (750,000) - = = - - -

Datuk Zain Yusuf 500,000  (500,000) - - - - - -

Guy Burnett® - - - - 1,750,000 - 1,750,000 1,750,000
Executive
James Garton? - - 1,750,000 1,750,000 - - 1,750,000 1,750,000

Third parties

For services - - 731,492 731,492 - (365,746) 365,746 365,746
rendered in 2009
equity raising

TOTAL 2,250,000 (2,250,000) 2,481,492 2,481,492 1,750,000 (365,746) 3,865,746 3,865,746

Performance Shares

Vested and
Balance Balance Balance unexercised
1/7/2008 New issue 30/6/2009 New issue Exercised Lapsed 30/6/2010 at 30/6/10
Director
Guy Burnett — - - - 1,500,000 (200,000) (300,000) 1,000,000 200,000
tranche!
Executives
James Garton — - 1,500,000 1,500,000 - (200,000) (300,000) 1,000,000 200,000
tranche '
James Garton — - - - 5,000,000"2 - - 5,000,000 -
tranche 2
Senior employees - 1,200,000'2 1,200,000 - (119,999) (293,334) 786,667 199,999
collectively -
tranche '
Total - 2,700,000 2,700,000 6,500,000 (519,999) (893,334) 7,786,667 599,999
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6. Remuneration Report (Audited) (Cont’d)
Tranche 1 performance criteria
40% of the performance shares vest in equal tranches at 31/12/2009, 30/06/2010 and 31/12/2010 for service, and
60% of the performance shares vest in equal tranches on;

Vesting date Performance criteria Actual result Performance criteria met;

30 June 2010 Positive Group cash Negative cash generation No. Performance shares lapse
generation from operations  of $6,902,000

Grant date was 19 October 2009, share price on grant date was 28.5 cents, exercise price is 17 cents, fair value at grant date
was 15.94 cents, volatility used was 125.35%, risk free rate used was 4.83%, option expires on 30 June 2011.

Grant date was 25 June 2009, share price on grant date was 18.5 cents, exercise price is 17 cents, fair value at grant date
was 9.68 cents, volatility used was 138.77%, risk free rate used was 4.16%, option expires on 30 June 2011.

10 Grant date was 19 October 2009, share price on grant date was 28.5 cents, fair value at grant date was 21.37 cents.

" Grant date was 25 June 2009, share price on grant date was 18.5 cents, fair value at grant date was 13.87 cents.

12 Grant date was 30 March 2010, share price on grant date was 34.5 cents, fair value at grant date was 25.88 cents.

'3 Grant date was 25 June 2009, share price on grant date was 18.5 cents, fair value at grant date was 13.87 cents.

30 June 2011 EPS of A$0.06 N/A - future dated criteria N/A future dated criteria

30 June 2012 EPS of A$0.15 N/A — future dated criteria N/A future dated criteria

Tranche 2 performance criteria
The performance shares vest in equal tranches at 1/7/2010, 31/12/2010 and 1/7/2011 for service.

The intention of the issue of the performance shares is to encourage staff retention and a financial performance
culture.

Employment contracts of directors and senior executives

The employment conditions of the Managing Director, Finance Director/Chief Financial Officer and the Head of
Corporate Finance are formalised in contracts of employment which the Directors consider to be on reasonable
and commercial terms.

The employment agreements contain the following terms and conditions:

e standard leave entitlements; fixed terms of 3 years, with Mission New Energy able to terminate the employment
prior to the expiration of the maximum term by giving 2 months notice and a payment equivalent to 12 months
salary and the

* employee able to do the same by giving 2 months notice,

* rights of summary dismissal are preserved;

e total remuneration is subject to yearly review, but an increase is not guaranteed;

* no provision for automatic bonus payments;

* no probationary periods, and

e cascading post employment restraints.

All other key personnel are on similar contracts but are not for a fixed term.
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Principal Activities

The principal activities of the consolidated group during the financial year were:
* Operations of the 1st Biodiesel Plant in Malaysia during the financial year,

e Construction and commissioning of the 2nd Biodiesel Plant in Malaysia,

* Feedstock establishment in India,

* Research and development of lingo-cellulosic ethanol.

There were no significant changes in the nature of the principal activities during the financial year.

Operating and Financial Review
Summary of results

Revenue for the consolidated group amounted to $16.5 million (2009: $55.2 million). Net cash used in operating
activities was A$6.9 million. EBIDTA loss of the consolidated group amounted to $86.2 million (2009: $12.5 million
loss) and the net loss of the consolidated group, after providing for interest, impairment, depreciation, amortisation
and income tax and eliminating minority equity interests amounted to $93.5 million (2009: $23.7 million loss).

The high level analysis of the key non-cash transactions in the 2010 financial year below illustrates the cash used
in operations by the group in the twelve months to 30 June 2010.

A$'000
Net (loss) for the period (93,479)
Add: Non-cash items
Depreciation 2,118
Impairment of biological asset 740
Impairment of Property, plant and equipment 73,089
Impairment of trade receivables 4,839
Change in fair value of biological assets (1,656)
Finance costs (non-cash) 2,293
Change in working capital 5,154
Net cash used in operating activities (6,902)

Review of Operations

Biodiesel Refining

Refining operational and financial performance

During the twelve months to June 2010, the first Biodiesel refinery (100,000 tpa) successfully produced and
delivered biodiesel into the sales contract secured by Mission in 2008. All biodiesel sold and delivered in this

period met, and exceeded, the European specifications to which it was required to comply with.

Despite a negative commodity spread for biodiesel refining during most of the twelve months, Mission operated
its refinery intermittently for the first half of the financial.

The refining unit made a positive contribution from biodiesel production and by-product sales, however the low
production volumes, due to negative margins between the input price of CPO and the possible sales prices of
Biodiesel, prevented sufficient contribution towards covering the refineries overheads.
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Review of Operations (Cont’d)

Moving forward, Mission was very pleased to have announced the sales off-take agreement with Valero, concluded
in December 2009. The contract allows Mission to supply 200,000 tpa of biodiesel for five years, with Valero
having the option to extend the contract for a further five years and double the volume to 400,000 tpa. Mission
has agreed to supply Valero with all its biodiesel produced from Mission’s captive Jatropha feedstock up to the
contracted quantity. Jatropha is an in-edible perennial oil seed plant that has been shown to grow on marginal
soil without displacing agricultural land used for food supply, making it an ecologically responsible source of fuel
oil. Subject to favourable economics and legislation matters being resolved, as Mission’s available stock of
Jatropha matures to scale, Mission will supply Valero with palm oil based biodiesel.

Under the Valero contract Mission’s capacity utilisation is capable of increasing from the current 28% up to 57%.
Missions second refinery (250,000 tpa)

Mission was pleased to announce in the fourth quarter the commissioning of its second 250,000 tons per-annum
(approximately 75 million gallons per annum) Axens 2nd Generation biodiesel trans- esterification refinery, adjacent
to the 100,000 tpa plan in Kuantan Port, Malaysia, has been completed. During the performance tests, the plant
achieved its nameplate capacity and met all guaranteed performance parameters. The biodiesel produced during
the performance test has been evaluated by an internationally renowned external laboratory and the results
exceed the European EN14214 specification for Biodiesel. Mission is in discussions with its turnkey contractor,
KNM Process Systems Sdn Bhd, to finalise the transfer of the plant to Mission. All approvals and licences required
to operate the plant have been secured.

Impairment of refinery assets

The Board reviews the carrying value of its refinery assets at each reporting date. Historically, and again at 31
December 2009, the Board was satisfied to carry the value of the refinery assets at their amortised cost ($66.8
million At 31 December 2009) because the forecast profits to be generated by the refineries exceeded the carrying
value. This assessment is based on a number of assumptions including forecast oil yields, commodity prices,
and volumes. In addition, the Directors took into account the 5 year Valero sales contract signed in December
2009.

During the second half of the 2010 financial year, the USA introduced its revised Renewable Fuels Standard 2,
which legislated, amongst other items, a significant mandate for the use of biodiesel in the USA. This in itself is
especially promising for the biofuels industry. However the revised legislation also introduced a requirement for
vegetable oil feedstock’s, such as soy, rapeseed, palm oil and Jatropha oil to meet certain environmental and
green house gas requirements. At this point in time, the detailed analysis required to demonstrate that palm and
jatropha will meet these requirements is in progress. In addition, a key subsidy, called the Biodiesel blending
credit (being US$1 per gallon), lapsed on 31 December 2009. The extension of this subsidy, although in principle
supported by Congress, is being widely debated by the US government, and has at this date not been formally
extended.

In addition, the European Union will introduce, with effect 1 January 2011, legislation that requires all biodiesel
to be based on new sustainability criteria (named the Renewable Energy Directive). Currently, there are limited
suppliers of palm oil that meet these criteria. However, numerous producers of palm oil are in the process of
getting their product certified to be in compliance with the European requirements. Mission's biodiesel refineries
are already attested under the ISCC which has been recognised as an approved certification by the German
Government.

Despite the significant efforts internationally to address these legal requirements, the Board is required, under
the accounting standards, to assess the refining cash generating unit’s ability to generate revenue based on
existing conditions. The combination of these factors at this point in time forces the Board to provide for an
impairment of the refining assets until the legislative hurdles are cleared. This NON CASH accounting write-off
is in no way an indication that the plant cannot produce biodiesel under the required specifications. The Board
is confident that the significant efforts undertaken by management and the international community will make it
possible for the refining assets to be put to productive use in the ensuing financial period; at which time the value
of these assets can be reinstated to its useful value at that point in time.

Both plants are in excellent condition and on full operational standby to produce biodiesel as and when required.
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Review of Operations (Cont’'d)
Upstream Feedstock Business

After significant growth in acreage during the calendar years 2007 and 2008, the twelve months to June 2010 was
a period of consolidation and review of operations in the feedstock business with a focus on receivable collection
and delivery of proper agronomy practices. Around 6,416 acres were planted in the twelve months to 30 June
2010 utilising existing saplings available from Mission nurseries. At June 2010 Mission had around 23,000 additional
acres signed up with new contract farmers. As the transplanting of saplings can only begin with the onset of the
rainy season in India, no new acreage had been planted at 30 June 2010.

As anticipated, not all acreage will reward equally while operating under a contract farming model. Given this
inevitability, Mission has organised its contract farmers in a geographically diverse manner spanning a large
geographical area of India. Mission employs a continuous review of the condition and success of the contract
farming across its acreage, such that it can focus its further efforts in the most productive regions. Considering
expected mortality, anticipated deviations in yield performance associated with the wide geographic spread of
our feedstock cultivation operations and the nature of contract farming in general, we estimate that we have
170,000 acres of effective acreage, resulting in an expected 170,000 tonnes per year of crude Jatropha oil and
340,000 tonnes per year of seed cake. Mission is extremely encouraged that ~50% of its acreage is performing
to targets. Mission attributes this outstanding performance to its deep and consistent contact with its contract
farmers.

Wind farm business

The two wind mills owned by the Company of 1.65 MW each, generated and sold under a Power Purchase
Agreement 5,855,621 kwh during the twelve months to 30 June 2010. An impairment review of the windmills was
undertaken. Revenues generated from these assets were found to be less than expected, thus the carrying value
of the windmill assets were written down to their value in use.

Financial Position

The Group had a loss for the year ended 30 June 2010 of $93.5 million after an impairment of $73.1 million
(2009 : $23.6 million), a current assets less current liability surplus of $20.7 million (2009 : $16.8 million) and a
net asset deficiency of $25.4 million (2009 : $51.0 million surplus) at balance date. The net asset deficiency is as
a result of the impairment of refinery assets during the current financial year (refer to note 5a).

The Directors believe that the consolidated group has sufficient financial resources at 30 June 2010 to meet its
committed financial liabilities.

The Financial Statements have been prepared on a going concern basis which has been assessed based on
detailed cash flow forecasts extending out twelve months from the date of this financial report. The cash flow
forecasts from operations are based on the forecast cash flows required to sustain the business, cash on hand
at 30 June 2010 and the ongoing receivables collection associated with historic sapling sales. At the date of this
report, the Board is exploring an opportunity to defer the payment of capital commitments (refer to note 26) of
around A$6.4 million.

The ability of the Group to continue as a going concern in the ordinary course of business and to achieve the
business growth strategies and objectives is dependent upon its ability to collect amounts owing under its
receivables, defer the capital commitment relating to the second biodiesel plant, or raise further debt or equity
to meet the capital commitments. The debt or equity funding referred to above has not been agreed to at the
date of this report.

Notwithstanding the matters mentioned above, the directors believe that the Group will be successful in the
matters discussed above and accordingly have prepared the financial report on a going concern basis in the belief
that the Group will realise its assets and settle its liabilities and commitments in the normal course of business
and for at least the amounts stated in the financial report. However, should the Group not be successful in the
matters discussed above, there is significant uncertainty whether the Group would be able to continue as a going
concern.

Dividends Paid or Recommended

No dividends have been paid or declared for payment.
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Events subsequent to reporting date

Other than the matter mentioned below, there have been no significant subsequent events up until the date of
signing this Financial Report.

Significant Changes in State of Affairs

There have been no significant changes to the state of affairs up to the date of signing this Financial Report.

Future developments, Prospects and Business Strategies

Upon achieving its first commercial scale harvest of Jatropha feedstock, the commissioning of Mission's second
biodiesel refinery and the entering into a long term biodiesel sales agreement with major oil refiner, the company
is well on its way of realising its business plan of becoming a fully integrated biodiesel producer. Mission now
intends to expand its Jatropha footprint, increase the utilisation of it's existing refining assets via additional long
term sales agreements and expand downstream into biodiesel logistics.

Based on the success of the first Jatropha harvest, Mission looks forward to expanding this business via the
planting of new acreage and possibly also through the acquisition of other Jatropha operations. This continued
expansion coupled with the maturing of existing Jatropha acreage provides the necessary scale to reduce Mission
cost. To further improve Mission's economics Mission continues to improve the realization of value from Jatropha
by-products.

Reduction of feedstock cost base through the switch from Palm to Jatropha, increased throughput scale and
continued process enhancements at it's existing refineries, position Mission well to win additional long term
biodiesel off-take agreements and improve the economics of existing long term contracts. Increasing utilization
rates and increasing margins, continue to be greatest driver to Mission's near term financial performance.

Mission intends to expand its business through the downstream expansion in the Jatropha business into oil seed
crushing, possible expansions in refining facilities in different jurisdictions and into the wholesale storage and

logistics of biodiesel. Such expansion allows Mission to capture additional margin by participating throughout
the value chain.

Rounding off

The Company is of a kind referred to in ASIC Class Order 98/100 dated 10 July 1998 and in accordance with that
Class Order, amounts in the financial report and directors’ report have been rounded off to the nearest thousand
dollars, unless otherwise stated.

Non audit services

The Groups auditors did not provide any non-audit services during the year. Refer to Note 10 for details of amounts
paid to the groups auditors during the year.

The lead auditor’s independence declaration

The lead auditor’s independence declaration, in accordance with S307C of the Corporations Act 2001 for the year
ended 30 June 2010 has been received and can be found on page 30 of the Directors’ Report.

Signed in accordance with a resolution of the Board of Directors.

Nl e,

Nathan Mahalingam
Group Managing Director
Date: 17 September 2010
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AUDITOR'S INDEPENDENCE ¥,
DECLARATION v &

&) GrantThornton

Grant Thornton Audit Pty Ltd
ABN 94 269 609 023

10 Kings Park Road
West Perth WA 6005
PO Box 570

West Perth WA 6872

T +61 8 9480 2000

F +61 89322 7787

E admin@gtwa.com.au

W www.grantthornton.com.au

Auditor’s Independence Declaration
To the Directors of Mission NewEnergy Limited

In accordance with the requirements of section 307C of the Corporations Act 2001, as lead auditor for the audit of
Mission NewEnergy Limited for the year ended 30 June 2010, | declare that, to the best of my knowledge and belief,
there have been:

a no contraventions of the auditor independence requirements of the Corporations Act 2001 in relation to the audit;
and

b no contraventions of any applicable code of professional conduct in relation to the audit.

s Tt

GRANT THORNTON AUDIT PTY LTD
Chartered Accountants

L/

M J Hillgrove
Director — Audit & Assurance
Perth, 17 September 2010

Grant Thornton Australia Limited is a member firm within Grant Thornton International Ltd. Grant Thornton International Ltd and the member firms are not a worldwide partnership.
Grant Thornton Australia Limited, together with its subsidiaries and related entities, delivers its services independently in Australia.

Liability limited by a scheme approved under Professional Standards Legislation

30 Annual Report 2010
Mission NewEnergy Limited and Controlled Entities



CONSOLIDATED GROUP INCOME ;F'» ~—
STATEMENTS FoR THE YEAR ENDED 30 JUNE 2010 ¢ 5;513

Note 2010 2009 2008

$'000 $'000 $'000

Sales revenue 7 16,189 52,809 27,611
Other income 7 271 2,368 2,322
Total revenue 16,460 55,177 29,933
Cost of sales 8a (15,021) (45,709) (10,964)
Employee benefits expense 8b (5,307) (5,117) (2,694)
Net foreign exchange gains/(losses) 568 622 194
Consultants expenses (594) (518) (1,465)
Hedging cost (95) (67) -
Impairment of trade receivables 13 (4,839) (8,334) (1,185)
Impairment of inventories and biological assets (740) (2,947) -
Impairment of assets ba (73,089) - -
Shareholder expenses (121) (106) (129)
Travel expenses (886) (1,109) (924)
Research and development (154) (367) -
Rental expenses (271) (247) (226)
Other expenses from ordinary activities 8c (2,091) (3,729) (1,042)
Earnings before interest, tax, depreciation and amortisation (86,180) (12,451) 11,498
Impairment of loans and investments 34 - - (403)
Depreciation and amortisation expenses (2,118) (2,469) (782)
Finance costs 8d (5,152) (8,401) (5,868)
Profit/(loss) before income tax (93,450) (23,321) 4,445
Income tax (expense)/benefit 9 (29) (434) (161)
Profit (loss) for the year (93,479) (23,755) 4,284
Profit/(Loss) attributable to minority equity interests - 95 (90)
Net (loss)/profit attributable to members of the parent entity (93,479) (23,660) 4,194
Basic earnings/(loss) per share (cents) 11 (39.0) (23.9) 4,527
Diluted earnings/(loss) per share (cents) 11 (39.0) (23.9) 4.526

The accompanying notes form part of this financial report.
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CONSOLIDATED GROUP STATEMENTS OF &&=
COMPREHENSIVE INCOME “""é.f

FOR THE YEAR ENDED 30 JUNE 2010 v 4
2010 2009 2008
$'000 $'000 $000

(Loss)/Profit for the period (93,479) (23,660) 4,194

Other comprehensive income

Exchange differences on translating foreign operations 286 9,806 (7,344)

Income tax relating to components of other comprehensive income - - -

Other comprehensive income/(loss) for the period net of tax 286 9,806 (7,344)

Total comprehensive (loss for the period) (93,193) (13,854) (3,150)

Attributable to owners of the parent (93,193) (13,854) (3,150)

The accompanying notes form part of this financial report.
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CONSOLIDATED GROUP STATEMENT OF
FINANCIAL POSITION as AT 30 JUNE 2010

CURRENT ASSETS

Cash and cash equivalents
Trade and other receivables
Biological assets
Inventories

Other financial assets

Other assets

Current tax assets

Total current assets

NON-CURRENT ASSETS
Trade and other receivables
Other financial assets
Property, plant and equipment
Intangible assets

Deferred tax assets

Other assets

Total non-current assets
TOTAL ASSETS

CURRENT LIABILITIES
Trade and other payables
Financial liabilities
Current tax liabilities
Short-term provisions
Total current liabilities

NON-CURRENT LIABILITIES
Other payables

Financial liabilities

Deferred tax liabilities

Total non-current liabilities
TOTAL LIABILITIES

NET ASSETS (DEFICIT)/SURPLUS

EQUITY

Issued capital

Reserves

Retained earnings (Accumulated losses)
Minority Interests

Total Equity (Deficiency)

The accompanying notes form part of these financial statements.

Note

12
13
14
15
16
20
23

13
16
18
19
23
20

21
22
23

22
23

24

e
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2010 2009 2008
$'000 $'000 $'000
17,155 16,247 24,733
4,168 2,438 16,112
1,477 1,339 7,096
1,671 4,204 2,819
26 1,242 917

457 848 2,640

53 54 s
25,007 26,372 54,317
4,321 11,5674 1,482
- 147 -
7,547 78,924 57,464
1,013 1,013 1,013
- - 293

182 - 11
13,063 91,658 60,263
38,070 118,030 114,580
3,602 8,890 6,884
624 599 3,400

£ : 95

74 61 -
4,300 9,550 10,379
109 - -
59,028 57,413 55,437
- 28 142
59,137 57,441 55,579
63,437 66,991 65,958
(25,367) 51,039 48,622
76,634 61,123 45,038
10,931 9,385 579
(112,938) (19,475) 2,904
6 6 101
(25,367) 51,039 48,622
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CONSOLIDATED GROUP STATEMENT OF &
CHANGES IN EQUITY FoR THE YEAR ENDED 30 JUNE 2010 :v;@:

Retained Share Foreign
Ordinary Earnings Based Currency Convertible
Share (Accumulated Payments Translation Notes Minority
Capital Losses) Reserve Reserve Reserve Interests Total

$'000 $'000 $'000 $'000 $'000 $'000 $'000
Balance as at 30 June 2007 40,851 (1,290) 1,406 (2,504) 9,802 398 48,663
Profit/(loss) attributable to - 4,194 - - - - 4,194
members of parent entity
Profit/(loss) attributable to minority - - - - - 90 20
interests
Other comprehensive income - - - (7,344) - - (7,344)
Pro-rata expenses of February 2009 - - (125) - - - (125)
options that lapsed during the year
Conversion of convertible notes 4,187 - - - (656) - 3,631
to equity
Minority Interest of India subsidiary - - - - - (387) (387)
companies
Balance as at 30 June 2008 45,038 2,904 1,281 (9,848) 9,146 101 48,622
Profit/(loss) attributable to - (23,660) - - - - (23,660)
members of parent entity
Profit/(loss) attributable to minority - - - - - (95) (95)
interests
Other comprehensive income - - - 9,806 - - 9,806
Pro-rata expenses of February 2009 - 1,281 (1,281) - - - -
options that lapsed during the year
Conversion of convertible notes to (87) - 281 - - - 194
equity
Issue of new shares 16,172 - - - - - 16,172
Balance as at 30 June 2009 61,123 (19,475) 281 (42) 9,146 6 51,039
Profit/(Loss) attributable members - (93,479) - - - - (93,479)
of parent entity
Profit/(Loss) attributable minority - - - - - - -
interests
Other comprehensive income - - - 286 - - 286
Pro-rata expenses of 2009 options - 16 (16) - - - -
that lapsed during the year
Pro-rata expenses for Options and - - 1,276 - - - 1,276
performance shares
Issue of New Shares 15,511 - - - - - 15,511
Balance as at 30 June 2010 76,634 (112,938) 1,541 244 9,146 6 (25,367)

34 | Annual Report 2010
Mission NewEnergy Limited and Controlled Entities



o
CONSOLIDATED GROUP STATEMENT OF L ¥ 2
CASH FLOWS . i;’"—”‘ >
RORSNRESEA EERNRER"30°JUNE 2010 >
Note 2010 2009 2008
$'000 $'000 $'000
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers 17,126 53,362 3,774
Payments to suppliers and employees (21,331) (61,552) (17,664)
Interest received 167 716 325
Finance costs (2,859) (3,248) (2,983)
Income tax paid (5) (169) =
Net cash (used in) operating activities 29 (6,902) (10,891) (16,548)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment (7,540) (14,099) (35,827)
Payments for subsidiary (net of cash acquired) - - (591)
Purchase of performance bond Investments 1,112 (1,299)
Receipt from investment in held to maturity 23 1,002 (917)
investment and deposits
Net cash (used in) investing activities (6,405) (14,396) (37,335)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from share issue (net of costs) 15,511 16,172
(Repayments)/proceeds from borrowings (574) (3,787) 7,254
Net cash provided by financing activities 14,937 12,385 7,254
NET INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS 1,630 (12,902) (46,629)
Cash and cash equivalents at beginning of the financial year 16,247 24,733 78,841
Effects of exchange rate fluctuations of cash held in (722) 4,416 (7,479)
foreign currencies
CASH AND CASH EQUIVALENTS AT END OF 12 17,155 16,247 24,733

FINANCIAL YEAR
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The accompanying notes form part of these financial statements.

Nature of operations and general information
Mission New Energy Limited is a company domiciled in Australia (ACN: 117 065 719) and:

¢ listed on the ASX with its operations in Malaysia and India;

¢ that owns and operates a 100,000 tpa (approx. 30 million gallons p.a.) biodiesel plant at Kuantan in Malaysia
producing biodiesel;

¢ that is the only non-German biodiesel producer to be certified by AGQM, the German Biodiesel production
process certification body;

e that has recently commissioned a 250,000 tpa (approx. 75 million gallons p.a.) biodiesel plant with KNM
Process Systems Sdn Bhd as a turnkey contractor which is adjacent to the 100,000 tpa plant;

e that will initially use Crude Palm Qil (CPO) as the feedstock for its biodiesel plants in Malaysia;

¢ that is rapidly developing its upstream feedstock business in India, which is focusing on a drought-resistant
perennial plant (Jatropha Curcas) that grows in marginal/poor soil. Jatropha is easy to establish, grows quickly,
produces seeds for over 40 years and importantly is inedible;

* that will ultimately replace CPO with Jatropha QOil as its feedstock for its biodiesel plants;

* that owns and operates two wind energy turbines of 1.65 MW each in India which sell electricity to a Western
Indian utility under a 13 year power purchase agreement.

Basis of preparation
Statement of compliance

The financial report is a general purpose financial report which has been prepared in accordance with Australian
Accounting Standards (AASB'’s) (including Australian interpretations) adopted by the Australian Accounting
Standards Board (AASB) and the Corporations Act 2001. The consolidated financial report of the group complies
with International Financial Reporting Standards (IFRSs) and interpretations adopted by the International Accounting
Standards Board (IASB).

Basis of measurement

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. All amounts shown are in Australian dollars ($A) unless otherwise stated.

The financial statements have been prepared on a going concern basis. The ability of the Group to continue as
a going concern and pay its debts as and when they fall due is dependent on the continued support of its bankers
and its customer base (refer note 5 (b)).

The Company is of a kind referred to in ASIC Class Order 98/100 dated 10 July 1998 and in accordance with the
Class Order, amounts in the financial report have been rounded off to the nearest thousand dollars, unless
otherwise stated.

Functional and Presentation currency

The consolidated financial statements are presented in Australian Dollars. The functional currencies of the operating
units are as follows:

* Refining operations - Malaysian Ringgit,
* Feedstock operations — Indian Rupee,

¢ Other — Australian Dollar.

This financial report was approved by the Board of Directors on 17 September 2010.
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3. Statement of Significant Accounting Policies

Except where stated, these accounting policies have been consistently applied by each entity in the consolidated
entity and are consistent with those of the previous year.

a. Principles of Consolidation

The consolidated financial statements comprise the financial statements of Mission NewEnergy Limited and
its subsidiaries, as defined in Accounting Standard AASB 127 ‘Consolidated and Separate Financial Statements’.
These include Mission Biotechnologies Sdn Bhd (MBTSB), Mission Biofuels Sdn Bhd, Mission Agro Energy
Limited and Mission Biofuels (India) Pvt Ltd.

On 13 December 2005, Mission NewEnergy Limited acquired all of the issued capital of MBTSB. In accordance
with the requirements of AASB 3 Business Combinations, MBTSB was identified as the acquirer in relation
to the combination. Accordingly, the combination has been accounted for as a reverse acquisition. This has
resulted in the consolidated statement of financial position reflecting the assets, liabilities and equity of MBTSB,
and the cost of the combination being recognised at the fair value of the equity instruments on issue in Mission
NewEnergy Limited at the date of acquisition. The application of AASB 3 Business Combinations does not
change the status of Mission NewEnergy as the legal parent entity of the Group.

Mission Agro Energy Limited (MAEL), a wholly owned subsidiary of Mission NewEnergy Limited, was
incorporated on 8 September 2006. On 28 March 2007, MAEL initially acquired 70% of the issued capital of
Mission Biofuels (India) Private Limited (MBIPL) and has incrementally increased the shareholding to 99.49%
at 30 June 2010.

MBIPL had acquired 51.01% of the issued capital of Mission Agro Diesel (India) Private Limited on 8 March
2007 with the corporate decision making process resulting in joint control. On 2 May 2008 the Board resolved
to sell Mission Agro Diesel (India) Pvt Ltd, and accordingly AASB5 “Non Current Assets held for sale discontinued
operations” is applied in accounting for this transaction. The full value of the investment in Mission Agro
Diesel (India) Private Limited has been provided for. As at Balance sheet date this company had not been sold.

A list of controlled entities is contained in Note 17 to the financial statements. All controlled entities have a
30 June financial year-end.

All inter-company balances and transactions between entities in the Consolidated Group, including any
unrealised profits or losses, have been eliminated on consolidation. Accounting policies of subsidiaries have
been changed where necessary to ensure consistency with the policies applied by the parent entity.
Where controlled entities have entered or left the Consolidated Group during the year, their operating results
have been included/excluded from the date control was obtained or until the date control ceased.

Minority equity interests in the equity and results of the entities that are controlled are shown as a separate
item in the consolidated financial report.

b. Income Tax

The charge for current income tax expense is based on the profit for the year adjusted for any non-assessable
or disallowed items. It is calculated using the tax rates that have been enacted or are substantially enacted
by the balance sheet date.

Deferred tax is accounted for using the balance sheet liability method in respect of temporary differences
arising between the tax bases of assets and liabilities 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
business combination, where there is no effect on accounting or taxable profit or loss.

Deferred tax is calculated at the tax rates that are expected to apply to the period when the asset is realised
or liability is settled. Deferred tax is credited in the income statement except where it relates to items that
may be credited directly to equity, in which case the deferred tax is adjusted directly against equity.
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FOR THE YEAR ENDED 30 JUNE 2010 (CONT'D) w -}g >

3.

Statement of Significant Accounting Policies (Cont’d)

b.

Income Tax (Cont’d)

Deferred income tax assets are recognised to 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
Group will derive sufficient future assessable income to enable the benefit to be realised and comply with
the conditions of deductibility imposed by the law.

Inventories

Inventories are measured at the lower of cost and net realisable value. The cost of work in progress includes
purchases of seeds for nursery and saplings. Development charges are applied on the basis of normal
operating capacity.

Property, Plant and Equipment

Each class of property, plant and equipment is carried at cost less, where applicable, any accumulated
depreciation and impairment losses.

The cost of fixed assets constructed within the Consolidated Group includes the cost of materials, direct
labour, borrowing costs and an appropriate proportion of fixed and variable overheads.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits associated with the item will flow to the group and the
cost of the item can be measured reliably. All other repairs and maintenance are charged to the income
statement during the financial period in which they are incurred.

Depreciation

The depreciable amount of all fixed assets including buildings and capitalised leased assets, but excluding
freehold land, is depreciated on a straight-line basis over their useful lives commencing from the time the
asset is held ready for use. Leasehold improvements are depreciated over the shorter of either the unexpired
period of the lease or the estimated useful lives of the improvements.

Class of Fixed Asset Depreciation Rate
Buildings 5%

Leasehold improvements 10%

Machinery and equipment 10%

Biodiesel Plant 5%

Computer equipment 20% - 33%

Motor Vehicles 20%

Office equipment 10%

Leased plant and equipment 10%

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

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying
amount is greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing proceeds with the carrying amount. These gains
and losses are included in the income statement.
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FOR THE YEAR ENDED 30 JUNE 2010 (CONT'D) w"% -w 3
3. Statement of Significant Accounting Policies (Cont'd)
f. Leases

Leases of fixed assets, where substantially all the risks and benefits incidental to the ownership of the asset,

but not the legal ownership that is transferred to entities in the Consolidated Group, are classified as finance

leases.

Finance leases are capitalised by recording an asset and a liability at the lower of the amounts equal to the

fair value of the leased property or the present value of the minimum lease payments, including any guaranteed

residual values. Lease payments are allocated between the reduction of the lease liability and the lease interest

expense for the period.

Leased assets are depreciated on a straight-line basis over the shorter of their estimated useful lives or the
lease term.

Lease payments for operating leases, where substantially all the risks and benefits remain with the lessor, are
charged as expenses in the periods in which they are incurred.

Lease incentives under operating leases are recognised as a liability and amortised on a straight-line basis
over the life of the lease term.

g. Financial Instruments
Recognition
Financial instruments are initially measured at fair value on trade date, which includes transaction costs, when
the related contractual rights or obligations exist. Subsequent to initial recognition these instruments are
measured as set out below.
Financial assets at fair value through profit and loss
A financial asset is classified in this category if acquired principally for the purpose of selling in the short term
or if so designated by management and within the requirements of AASB 139: Recognition and Measurement
of Financial Instruments. Realised and unrealised gains and losses arising from changes in the fair value of
these assets are included in the income statement in the period in which they arise.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market and are stated at amortised cost using the effective interest rate method.

Hedge accounting

The group uses derivatives from time to time to manage financial risk and does not apply hedge accounting.
Held-to-maturity investments

These investments have fixed maturities, and it is the group’s intention to hold these investments to maturity.
Any held-to-maturity investments held by the group are stated at amortised cost using the effective interest
rate method.

Available-for-sale financial assets

Available-for-sale financial assets include any financial assets not included in the above categories. Available-

for-sale financial assets are reflected at fair value. Unrealised gains and losses arising from changes in fair
value are taken directly to equity.
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Statement of Significant Accounting Policies (Cont’d)

g.

Financial Instruments (Cont'd)

Financial liabilities

Non-derivative financial liabilities are recognised at amortised cost.

Fair value

Fair value is determined based on current bid prices for all quoted investments. Valuation techniques are
applied to determine the fair value for all unlisted securities, including recent arm’s length transactions,
reference to similar instruments and option pricing models.

Impairment of financial assets

At each reporting date, the group assesses whether there is objective evidence that a financial instrument
has been impaired. Impairment losses are recognised in the income statement.

Impairment of non-financial Tangible and Intangible Assets

At each reporting date, the group reviews the carrying values of its tangible and intangible assets to determine
whether there is any indication that those assets have been impaired. If such an indication exists, the recoverable
amount of the asset, being the higher of the asset’s fair value less costs to sell and value in use, is compared
to the asset’s carrying value. Any excess of the asset’s carrying value over its recoverable amount is expensed
to the income statement.

Impairment testing is performed at each reporting date for goodwill and intangible assets with indefinite lives.

Where it is not possible to estimate the recoverable amount of an individual asset, the group estimates the
recoverable amount of the cash-generating unit to which the asset belongs.

Intangibles
Goodwill

Goodwill on consolidation is initially recorded at the amount by which the purchase price for a business or
for an ownership interest in a controlled entity exceeds the fair value attributed to its net assets at date of
acquisition. Goodwill is tested annually for impairment and carried at cost less accumulated impairment
losses. Gains and losses on the disposal of an entity include the carrying amount of goodwill relating to the
entity sold.

Research and development

Expenditure during the research phase of a project is recognised as an expense when incurred. Development
costs are capitalised only when technical feasibility studies identify that the project will deliver future economic
benefits and these benefits can be measured reliably.

Development costs have a finite life and will be amortised on a systematic basis matched to the future economic
benefits over the useful life of the project. As the development phase is still in progress, amortisation has not
commenced. The estimated useful life of this asset will be determined when the development stage is complete.
Foreign Currency Transactions and Balances

Functional and presentation currency

The functional currency of each of the group’s entities is measured using the currency of the primary economic

environment in which that entity operates. The consolidated financial statements are presented in Australian
dollars which is the parent entity’s functional and presentation currency.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2010 (CONT'D) if'" '-w 9
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3. Statement of Significant Accounting Policies (Cont'd)
k. Foreign Currency Transactions and Balances (Cont'd)
Transaction and balances

Foreign currency transactions are translated into functional 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-monetary items measured at historical cost continue to be carried at the exchange rate at the date of
the transaction. Non-monetary items measured at fair value are reported at the exchange rate at the date
when fair values were determined.

Exchange differences arising on the translation of monetary items are recognised in the income statement,
except where deferred in equity as a qualifying cash flow or net investment hedge.

Exchange differences arising on the translation of non-monetary items are recognised directly in equity to
the extent that the gain or loss is directly recognised in equity, otherwise the exchange difference is recognised
in the income statement.

Group companies

The financial results and position of foreign operations whose functional currency is different from the group’s
presentation currency are translated as follows:

* assets and liabilities are translated at year-end exchange rates prevailing at that reporting date;

* income and expenses are translated at average exchange rates for the period where this is not materially
different from the rate at the date of the transaction; and

* retained earnings are translated at the exchange rates prevailing at the date of the transaction.

Exchange differences arising on translation of foreign operations are transferred directly to the group’s foreign
currency translation reserve in the statement of financial position. These differences are recognised in the
income statement in the period in which the operation is disposed.

I. Employee Benefits

Provision is made for the company’s liability for employee benefits arising from services rendered by employees
to balance date. Employee benefits that are expected to be settled within one year have been measured at
the amounts expected to be paid when the liability is settled, plus related on-costs. Employee benefits payable
later than one year have been measured at the present value of the estimated future cash outflows to be made
for those benefits.

Equity-settled compensation

Equity settled share-based payments are measured at fair value at the date of grant. Fair values of options
are measured using the Binomial model. Fair value of performance shares are based on the closing share
price on the date of grant. The expected life used in the model has been adjusted, based on management's
best estimate, for the effects of non-transferability, exercise restrictions and behavioural considerations. The
fair value determined at the grant date of the equity settled share share-based payments is expensed on a
straight-line basis over the vesting period, based on the Consolidated Group's estimate of shares that will
eventually vest.

m. Payables

Trade payables and other accounts payable are recognised when the Consolidated Group becomes obliged
to make future payments resulting from the purchase of goods and services.
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3.

Statement of Significant Accounting Policies (Cont’d)

n.

Provisions

Provisions are recognised when the group has a legal or constructive obligation, as a result of past events,
for which it is probable that an outflow of economic benefits will result and that outflow can be reliably
measured.

Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, deposits held at call with banks, other short-term highly
liquid investments with original maturities of 3 months or less, and bank overdrafts. Bank overdrafts are
shown within short-term borrowings in current liabilities on the statement of financial position.

Revenue

Revenue from the sale of goods is recognised upon the delivery of goods to customers, when reasonable
certainty exists that such revenues will be realised and the risks and rewards of ownership have been
transferred.

The change in the fair value of biological assets (refer accounting policy 3w), is recognised in revenue in the
period in which the change in fair value occurs.

Interest revenue is recognised on a proportional basis taking into account the interest rates applicable to the
financial assets.

Dividend revenue is recognised when the right to receive a dividend has been established. Dividends received
from associates and joint venture entities are accounted for in accordance with the equity method of accounting
revenue from the rendering of a service is recognised upon the delivery of the service to the customers.

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

All borrowing costs are recognised in the income statement in the period in which they are incurred, except
for borrowing costs that are directly related to the construction of an asset, which are capitalised.

Goods and Services Tax (GST)

Revenues, expenses and assets 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 statement of financial position are shown inclusive of GST.

Cash flows are presented in the statement of cash flows on a gross basis, except for the GST component of
investing and financing activities, which are disclosed as operating cash flows.

Government Grants

Government grants are recognised at fair value where there is reasonable assurance that the grant will be
received and all grant conditions will be met. Grants relating to expense items are recognised as income over
the periods necessary to match the grant to the costs they are compensating. Grants relating to assets are
credited to deferred income at fair value and are credited to income over the expected useful life of the asset
on a straight-line basis.

Annual Report 2010

Mission NewEnergy Limited and Controlled Entities



1 “;-- o
NOTES TO THE FINANCIAL STATEMENTS SRR
FOR THE YEAR ENDED 30 JUNE 2010 (CONT'D) M;::ig 3
v 4

3.

Statement of Significant Accounting Policies (Cont’d)

t.

Convertible Notes

For convertible notes, the component of the convertible note that exhibits characteristics of a liability is
recognised as a liability in the statement of financial position, net of transaction costs.

On issuance of the convertible note, the fair value of the liability component is determined using a market
rate for an equivalent non-convertible bond and this amount is carried as a long term liability. The increase
in the liability due to the passage of time is recognised as a finance cost.

The remainder of the proceeds is allocated to the Convertible Notes reserve that is recognised and included
in shareholders’ equity, net of transaction costs. The carrying amount of the conversion option is not
remeasured in subsequent years.

. Rounding of Amounts

The parent entity has applied the relief available to it under ASIC Class Order 98/100 and accordingly, unless
otherwise stated, amounts in the financial report and directors’ report have been rounded off to the nearest
$1,000.

. Non-current assets held for sale

Non-current assets held for sale are measured at the lower of cost or fair value when the assets is available
for immediate sale and expected to be sold within 12 months. No depreciation is recorded over the assets
held for sale.

Biological assets
Biological assets, in the form of Jatropha Curcas saplings, are measured at fair value less estimated point of

sale costs, with the changes in fair value during the period recognised in the Income Statement. Points of sale
costs include all costs that would be necessary to sell the asset.

Annual Report 2010
Mission NewEnergy Limited and Controlled Entities

43



NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2010 (CONT'D)

‘eljesisny
ul 1oedwi ueoiubls
aAey 01 Ajdyiun

‘pdepuels siyl wouy
Buisie sabueyd Aue
8( 0} pajoadxa jou S|
alay} !Aiuas paiejal

JuswulIaAob e jou

ZL-600Z @SYV sl Amus ay) 9oulg

LLoC
Jaquiedaq Lg

‘Anied pajejau

B JO UoIHUlep 8y} pue
S91}13Ud Pale[a] JUSLIUIBAOD
10} sjuswiaiinbas 81nso|osip
By} Spuswe uoisiAal SIy |

‘v¢l gSvv woly
Buisiie spiepuelg
Bununoooy
uejjesisny
0} SJUBWPUBWY/
¢1-600¢ 9SYV
$94ns0|9sIg
Aled palejay  sainsojosiq Aued
¢l aSVYV  PSie|sd v¢l 9GSV

‘Ajuo

1509 pasijowe ie
play s1asse 01 paywii|
usaq sey bBunssel

‘an|eA Jdiey
1e p|ay S19sSe |eloueuly 10y
Juswadinbai Juswiedw
9y} seAowal pue

6€L gSVV Ul S3|NJjusiajip
Auew ay} Bujoe|dal ‘anjea

‘s}osse o|es juswuiedwy 1oy J1e} 10 1S0D pasiHowe 1e 6 9SVYV wouy
Joj a|qejiene uo Bunsay paau ay} pue anjea paJnseaw S| 19SSe |eloueuly Buisiie spiepuelg
juswuiedwi jo Buisead Jiej1e pjay a.e s}asse B 1aylaym aujwalap Bununoooy
pue saliobaled alow eyl aq [|IMm 03 yoeoudde s|buis (Hed) ueljensny
1S09 pue anjeA AllU8 8y} uo 19919 B Sasn g gSVV ‘siosse JuswaJnsesp 0} SJUBWPUBWY/
1B} UBAMIB( S1BSSE JO 2y} !s}asse |eloueuly [eloueuly JO JUSWSINSEaW  pue uoiiuboday L1-600Z 9SVV
JuswaAow uediubls JO Juswainseaw pue uoieslyIsse|d :SpUBWINIISU|

aq Aew aiay1 ‘pjay pue uonealIsse|d €10z 8y} 404 spuswalinbau |eloueuly sjuaWINJISU|
sjasse uo Buipuadaq 6 dSVV 9yl spuswe g gSvv Jaquiedeq LE MU sadnpoJiul 6 gSYV 6€1L 9SVYV  |eldueul] 6 gSVYV
joedwi Aja)1q pairdope (paydope Apea (49Ye 10 UO sjuawpuawe juawadsunouoad jJuawasunouoid
Ajiea s| paepuels jou s| piepuels ji) Buipua spouad jo uoneuejdxy papasiadng pasinal / Ma|\

siy3 Ji paydope Hodau jeldueuly Buijiodaa

Apea aq 1snw yaiym 3y} uo paepuels |enuue "a°1)

juswadsunouoad Mmau jo joeduwi jo
pajejay aunsojosip ajdwex3y

ajep annoay]

:podau |ejoueuly syl buiiedaad paijdde uaaq jou 8Aey Ing ‘L0z dunr OE 1e uondope Ajies 10} s|qejieAe aie Aay |
‘uonesijdde |eiyul Jo porad ayy ul Ayjus ay3 Joedwil Aew ydiym asoyl se paljiuapl usaaq aAey suoljelasdiaiul pue spiepuels o} sjuswipuawe buimojjo) ay |

paidope 324 jou suonejaidiajul pue spiepuels Map

44 | Annual Report 2010

Mission NewEnergy Limited and Controlled Entities



NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2010 (CONT'D)

‘1odau

|eroueuly s,Ayjus
3y} uo 10edwii

Aue aney 10U ||Im
sjuswpuawe asay}

"sjusWINJIISUl
Alnba aAneAlap

-uou S1I JO SSe|d swes

8y} JO s1oumo Bunsixs

||e 01 e1es oud sjueliem

10 suondo ‘syybi sy} s1ayo
Allus ays JI stuswinJisul
Alnba aie Aguauind

Aue ul Junowe paxiy

e 40} sjuawnuisul Alinba

sanss| sybiy
JO uoneoijisse|d

*Aouauund ubiauoy ‘sjuswinJisul Alinba UMO S,Al1US Uk JO Jaquinu — spJepuelg

ul pajeujwousp UMO J18y} aJinboe 01 paxi} e aiinboe 0} syuesiem uoleasald Bununoooy

pue paJayo usaq sjueliem Jo suondo Jo suondo ‘ybu 1eyy ‘sjuswiniisu| uejjesnsny

aAey sanssi s1ybu fi ‘syybu Aue aaey jou LLOZ AJue|d YydIlym syuswpuswe |eloueuly 0} sjuswpuawy/

ueoyiubis Ajjenusiod ZeL asyy  seop Amus ayi sy Asenuer Lg saxew 01-600Z gSVV ZeL asyy 0L-600Z gSYV
(VA [or4

‘'suolienys Jejndiied  aunr) spiepuels  sisrdopy awin-1s4i

‘J40dal |eloueuly ul ssa%0.d uolysuesy Bunioday 10} suondwax3

s,Alua ayy uo 8y} Ul 1JO}d J0 3S09 anpun |eloueul |[euonippy

1oedwi Aue aAey jou 90k} JOU [|IM B} 1S4} 8y} |euolleulalu| — spiepuels

[lIM sjuswpuawe 10} spJepuels Bununooddy 0} sjuajeAinb3 Bununoosoy

‘SYH4| 9say} ‘sSY4| uelensny BbuiAdde sannua uejjesisny ueljeJisny

BuiAjdde aie oym Jo uondope jo ueaA 0L0Z 1Byl ainsus O} sjuswpuswe jo uondope swil| 0] Sjuswpuswy

salus Joj 1oedwi oN L gSVVv 1sdlj8yilou sisiyl sy aquiadeq Lg S eW 6-600¢ dSVV 1sdi4 | gSVYV 6-600¢ dSVV

l6EL B 9L

"uonesiueblo Jiayy ‘SLL‘LLL ‘L0L “LOL

uo sjuswpuswe ‘8 ' gsVvv] 108loud

a1 Jo yoeas Jo 1oedwi spuawaAosduw|

9y} SSasse salyug |enuuy a8yl wody

"1098/0.4d sjuswaAoidul Buisiie spiepuels

‘papn|oul jou si |enuue gsvy| 8y} Bununoooy

uediiubis aq 21nso|asip s|dwexs yum aul| ul suonelaidiaiul ueljesisny

01 Aj@j1jun si 10eduwl ue ‘G-600Z 9SVYV Aq pue spiepueis Jo 0] Sjuswpuswy

Ianamoy ‘aouens|al ‘a|geoldde auaym papuswe Spiepuels 0LOZ J8gwnu e 0} SjuswpuawWe Jayun4

uo Buipuadap salep pJepuels pale|dy JO Jaquunu 8y} USAIL) 1aquieoaQ LE SNOLIBA SO B\ V/N G-6002Z dSVYV

joedwi Aj@)1q paidope (po1dope Ajiea (14934 10 Uo sjuswpuawe jusawaddunouod jJusawasunouoad

Ajiea si paepuess jou s| piepuels ji) Buipua spouad Jo uoneuejdx3y papasiadng pasinal / maN

siy} i paydope

Ajrea aq 3snw yoym
jusawssunouoad
paje|ay

1odau Jeloueuly
9y} uo piepuels
Mau jo joeduw jo
ainso|asip ajdwexy

Buiyiodaa
|enuue *a°1)
ajep aAnIayg

(p,3u0)) pardope 334 J0u suoiljelaidiajul pue spiepuels Map

Annual Report 2010 45

Mission NewEnergy Limited and Controlled Entities



i |

L]

R !
g
|

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2010 (CONT'D)

.

'sioydope awi}-1s.i4 104

10edwi
Aue aaey jou |[Im

pJepuesls syl ‘SH4|
Jo Ja1dope swiil-1s414

'spJepuels bununoosoy
ueljesnsny jo siaydope
aWI}-1SJ1} 03 SJUBWINJISU|
|eloueul 3noge
sa1nso|osiq Buinoadwi|
— spJepuels Bununodoy
ueljelisny 01
sjusWpUaWY

¢-600¢ dSVV 0
suoisinold uoisuely
ay} Buipuaixa 01

1098 aAIb Ajjediound

$21Ns0|2sIq
'sjuswinIsul
|erdueuly / gSYV

spJepuels
Bunnunodoy
ueljesisny

Jo uondope awi}
-1sdl4 1L gSVV

(L asvv

pue | gSvv

0] sjuswpuswyy)
siaydope awi}

181} 10} S2INSO|ISIP

L 9SVYV

aAneledwod wouy
uondwaxa pajwi]

S9INSO|ISIP PadNpay SUON e lou S| AJlus ayl sy LLOZ dunr o€ Sjuswpuswe asay | L0-0L0Z gSVV
‘61 uonelaidiau|

10edwli ul suoisinoad 61 uonelaidialu|
Aue aAey 10U |[IM |euonisued) ayl wouy Buisiie
pJepueis siyl ‘SH4| asn o1 Jaydope awil-1sJ14 1 gSVYV 01
‘10edw| Jueayiubis 0 Jayrdope awn-1s4l e MOo||e 0} | gSVV sjuswpuawy
aAey o1 Ajyiun SUON B ou S| AJlus a8yl sy LLOZ dunr o€ Spuswe pJepuels siy] 6L uonelaidiaiu) €1-600Z 9SVYV
Joedwi Aj@yI peidope (po1dope Apes (1934e 10 uo sjuawpuawe jusawadsunouoad jJuawasunouoid
Ajiea si paepuels jou si piepueis ji) Buipua spouiad jo uoneue|dx3y papasiadng pasinal / maN

Sy} J1 paydope Hodai jeloueuly Buijiodaia

Ajrea aq 1snw yaiym ay3} uo piepueis |enuue a°1)

juawasunouoad
paje|ay

Mmau jo 1oeduwl jo
ainsojasip ajdwex3y

ajep aAnoay]

(p,3uo)) pairdope 334 jou suoijelaidiajul pue spiepuels Map|

46 | Annual Report 2010

Mission NewEnergy Limited and Controlled Entities



NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2010 (CONT'D)

‘ue|d uoisuad
lijousq pauljsp
e sey Aljua ayi

"1iodau

|eloueuly s,Allus
3y} uo 1oeduwi Aue
a/eY 01 pa3oadxa Jou
S| | uonelaidiaiu]
0} JUsWpuUawWe siy}
ue|d uoisuad jyouaq
paulep e aAey jou

LL0c

‘ue|d uoisuad ujousq
paulep e ojul SuolNQLIU0D
aininy sAedaud Amjua

ue usym sjuswalinbau
snoiAaid a8y} wouy asue
ueo jey} seouanbasuod
papusjuiun ay}

S8sSaIppe 7| uonelasdiaiu)

(L uonelaidiaiu|
0] sjuswpuswy)
juswalinbay
Buipung wnwiul
e Jo syjuswAedald

J1 JueayiuBis Ajqissod SuOoN sa0p Ayus 8yl sy JaquwiadeQ Lg 0} Juswpuswe siy| V/N ¥1-600Z dSVV
', sdems Alnba
10} 1qap, Sse 0} pallajal
‘Jodau SOWI1OWOS dJe SUOJBSUB.}
|eloueuly s,Allus asay] "Aujiqel| [eloueuly sy}
3y} uo 1oeduwi Aue Jo ued 1o ||e ysinbunxa o1
aAey o} pajoadxa J01IpaJd e 03 SjuswnJisul
jou S| uonelaidiaiul Aunba Buinssi Ayjua ayi ul
SIY} sjuswnJisul jInsal pue pajenobaual aue spjuswinJsu|
‘sjuswinuisul Aunba Aunba ol Aljigel| |e1oueul) e Jo Swis} Anb3 yum
0} sai|iqel| |eloueuly saniigel| [eloueuly ay1 uaym Aujus ue Aq salj|Igel |eloueul
Aue pajenobauai sey Aue pajenobaua. Bunnunoooe ayl sassalppe BulysinBbunxg
Amus ayy y1 Jueoyiubis SuoN Jou sey Amus ayl sy LLOZ dunr o€ uonelaidiaiul sy V/N 61 uonelaidiaiu)
suoielaidialu] Bununoddy uejessny
Joedwi Aj@) pajdope (po1dope Apiea (493e 10 uo sjuswpuawe juswaddsunouoad jJuawasunououd
Ajiea si paepuels jou s| piepuels ji) Buipua spouad jo uoneuejdxy papasiadng pasinal / Ma|\
Sy} j1 paydope Hodai jeloueuly Buipiodaua
Ajrea aq 3snw yaiym ay3} uo piepuejs |enuue -3°1)

juawasunouoad Mau jo 1oeduwl jo
pajejay ainsojasip ajdwex3

ajep aAnoayg

(p,3uo9) pardope 1A jou suoijelaidiajul pue spiepuels Map

i 4

47

Annual Report 2010

Mission NewEnergy Limited and Controlled Entities



NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2010 (CONT'D)

$91eI00SSY 10}
Bununoody gz1 9SYv

sainso|osiq Aued
paie|dy ¢l dSvv

$180)
Buimoulog £Z1 9SVYV

$8101|0d
Bununoooy 8oL gSYV

sjuswalelg |eloueul
JO uonejussald
LOL SVYV

$94NSs0|2sI
!sjuswinJisu|
|eldueuly / gSvv

*Aldwo9 01
S@1euUIWOoU 18yl AlUD
¢ J8l] e sil JI spewl

"SJUBWIBIE]S
|etoueuly asodind |esousb
Buiiedauid Joj syuswaiinbal
Buniodal Jo sia1} oM} 8y}
pue yiomauwel) buiiodal
|ennuasayip ayl buipiebaa
uolnew.ojul Jayrny
sapinoid €601 SYV

sjuswalinbal
21Nnso|osIp
paosnpaJ wouy
Buisiie spiepuels

8q 031 palinbau aq jou ‘sjuswalinbay ainsojosig Bunnunodoy
:seale ujew Buimojjoy [lIM 1BY} S8INSO|ISIP paonpay - spiepuels ueljesisny
8y} Ul S8INS0|ISIp JueAajal 8y Ino Buinunodoy uelessny o} 0} sjuswpuawy
9]0U padnpay SUON S18s ¢-0L0C dSvV L0z unr 0g  199)48 saAIB piepuels siy | SUON ¢-0L0C gSvVv
Joedwi Aj@y pajdope (pa1dope Apies (19Ye 10 uo sjuswpuawe jusawaddsunouod jJuawasunououd
Ajiea si paepuels jou si| piepueis ji) Buipua spouad jo uoneuejdx3gy papasiadng pasinal / maN

siy3 Ji perdope Modau jerdueuly Buipiodaua

Ajrea aq 3snw yaiym 3y} uo paepuejs |enuue -3°1)

juawadsunouoid
paje|ay

mau jo joeduw jo
ainsojasip ajdwexy

alep aAnoayg

(p,3u0)) paidope 13A j0u suoijelasdiajul pue spiepuels Map\|

48 | Annual Report 2010

Mission NewEnergy Limited and Controlled Entities



NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2010 (CONT'D)

‘uonesiuebio 118yy
uo sjuswWpuUsWE
ay1 Jo yoea jo 1oedwi]
8y Ssasse sallug
‘papn|oul 10U SI

"SJUBWIISaAUI Yons
uo saouaJayip abueyoxa
ub1a10} pale|nwnooe

uo 19948 8y} sepn|aul Siy |
'6E1 SVV J9pun JuswiIsaAul
Bujuiewsal sy} 410} SJUNOIOE
Anus Buinuodal syl pue 1s0|
S| |0J1u09 juiof Jo 8duanjul
juesyiubis uaym poisad
Buniodal e uo} sjusawalels
|eIduBUl} 9)e}Sal 01
juswaiinbai sy} sajeulwig

‘paleisal jou
Sl pSsSIngY € gSVV 40 31ep
91109448 8U} 81045 PaIINII0
1Byl UoIleUIqWOD SSaulsnq
B WOJ} Uol1eIapIsuod
Juabunuod 1eyl saye|)

'sasuadxa uoneuiquod
1sod pue uol}eJapISU0d
usamiag jids ‘o'l ‘(Ajluelun|on
1o pabijqo Jayiaym)
suopoesuedy JuswAed
paseq-aJeys s,9a.1inboe ay} Jo
Juswaoe|dal 8y} J0) JUNOIJL
0} (uoneuIquuod ssauisnq

e ul) Aljus ue salinbay

"an|eA Jiey 1e painsesw
ale [N jo siuauodwod
1810 "uonepinbi|

JO 1UBA® BY} Ul S19SSe

[6€L ASVV B C€EL
asvv ‘LEL gSYY
‘821 ASVYV ‘LCL
asvv ‘L dSvv

‘e dSvyV] 108loid
sjuswaAoadw|

|enuuy ayl wouy
Buisie spiepuels

‘Jueolyiubis aq ainso|osip sjdwexs 18U Jo aueys ajeuoljyodold Bununoooy

01 Aj9yj1jun si 10eduwl ue ‘e-010Z 9SVYV Aq 1e 1saJaul Buijjoiuod-uou ueljelisny

Janamoy ‘aouens|al papuawe spiepuels JO S8910Y9 Judswainseaw 0} Sjuswpuawy

uo Buipuadap salep BUON  JO Jagquuinu 8y} UBAID) LLOZ aunr o€ ay1 Jo 8doas 8y} sHwiI BUON €-01L0Z 9SVV
joeduwi Aj@y1q paydope (poydope Apea (4934e 10 UO sjuswpuawe juswasunouoid juawasunouoid

Apiea si paepuels jou s| piepuels ji) Buipus spouad jo uoneuejdxy papasiadng pasiAal / Map

siy3 i paydope

Ajea aq 3snw yoiym
juswssunouoad
pale|ay

Hodai jeloueuly
9y} uo piepueis
Mmau jo joeduwi jJo
ainsojasip ajdwex3y

Buiiodau
|enuue a°1)
ajep aAnvayg

(p,3uo9) pardope 13A jou suoneyaidiajul pue spiepuels Map\|

Annual Report 2010 49

Mission NewEnergy Limited and Controlled Entities



‘Hodal |eoueuly s,dnolg 8y} Uo spiepuels Buipuawie sy} Jo 10848 |eirualod syl paulwislap 184 1ou sey dnoig) ay |

‘uonesjuebio J1dy}
uo SsjuUsWpUBWE
2y} Jo yoes jo 1oedwil
9y} SSosse salug

JUNOY9k Ul Uaye} aq 0} Si
‘auwIayds HpaId pJeme ay ul
Bunedioied 10u si1awo01SNI
01 paiuelb asimiaylo
S8AIJU8dUI JO SJUNOISIP

JO Junowe 8y} ‘pawsspal
aq p|nod Aays yarym

10} spleme ay] JO anjeA
9y}l Uo paseq painseawl

S| S}Pa.1d pJeme JO anjeA
Jie} 8y} usym eyl Ajuie|

'SUOI10BSUBI} pUB SJUBAD
eoyiublis 1oj yEL ASYV
ul sa|diouiid ainso|asip
Ajdde 01 moy a1ensn||i
0} 9ouepinb sapinoid

"SJUBWBIe}S
[eIouUBULY BY} O} S8j0U

ay1 ul Jo Aunba ul sebueyd
JO Juswalels ay) Ul Jayle

‘Aunbae jo Jusuodwo9d yoes
10} dwooul 8AIsuaya1dwod
18y10 Jo sisAjeue ue juasaid
[1!M Allus ue leyi saiie|)

"SjuswINJISUl
[elouBULL YlIM PalRIDOSSE

[€l uonejaidialuj
pue gl gSVV ‘LOL
asvv ‘L gSvv

‘L gSvv] 1waloid
sjuswaAoiduwiy

|[enuuy 8yl wouy
Buisue spiepuels

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2010 (CONT'D)

‘papn|oul jou si SIS JO JUBIX8 pue Bununoooy

‘Juediyubis aq ainso|osip sjdwexa aJnleu 8y} pue sainso|asIp ueljessny

01 A|@y1jun si 3oeduwi ue ‘4-010Z 9SVYV Ag [ 9SVV oAnienjenb 0] SjuUsWpuUdaWY
J9ABMOY 9oUBAd|al papuawe spiepuels LLOZ pue aAneyuenb usamiaq Jayung
uo Buipuadap saliep SUON JO Jaguinu 8y} UBAID J1aquwieds@ Lg  uonoesaiul 8yl sasiseydwiy 7-010Z dSVV
Joedwi A9y pajdope (pardope Apies (14934e 10 UO sjuswpuawe juawasunouoad juawasunouo.id

Aj1ea si paepuels
siy ji paydope

Ajrea aq 3snw yaiym
juawasunouoad
pajejay

jou si plepuejs yi)
1odal |eldueuly

9y} uo piepuels
Mmau jo 1oeduwl jo
ainsojasip ajdwex3y

Buipua spouiad

jo uoneuejdxy
Buniodaua
|enuue 3°1)
ajep aAnvayg

papasiadng

pasinal / MaN

(p,3uo)) pairdope 3aA Jou suoijelasdiajul pue spiepuels Map|

Mission NewEnergy Limited and Controlled Entities

50 | Annual Report 2010



1 “;-- o
NOTES TO THE FINANCIAL STATEMENTS SRR
FOR THE YEAR ENDED 30 JUNE 2010 (CONT'D) M;::i-g = |
v 4

Critical Accounting Estimates and Judgments

The preparation of annual financial reports requires the Board to make judgements, estimates and assumptions
that affect the application of accounting policies and the reported amounts of assets and liabilities, income and
expenses. The Board evaluates estimates and judgments incorporated into the financial report based on historical
knowledge and best available current information. Estimates assume a reasonable expectation of future events
and are based on current trends and economic data, obtained both externally and within the Group. Actual results
may differ from these estimates.

Except as described below, in preparing this consolidated financial report, the significant judgements made by
management in applying the Group’s accounting policies and the key sources of estimation uncertainty were the
same as those that were applied to the consolidated financial report as at and for the year ended 30 June 2009.
During the twelve months ended 30 June 2010 management reassessed its estimates in respect of:

a.

Impairment of assets

The Group assesses impairment of assets at each reporting date by evaluating conditions specific to the Group
that may lead to impairment. Where an impairment trigger exists, the recoverable amount of the asset is
determined.

Goodwiill

The group tests annually whether goodwill has suffered any impairment, in accordance with the accounting
policy stated in note 3(h). Goodwill has arisen as a result of the purchase of equity in Mission Biofuels India
Pvt Ltd. Where a review for impairment is conducted, the recoverable amount is assessed by reference to
the higher of ‘value in use’ (being the net present value of expected future cash flows of the relevant cash
generating unit) and ‘fair value less costs to sell’. The significant assumptions applied in this value in use
calculation are;

» aforecast of cash inflows from sale of jatropha curcas saplings,

» aforecast of expenditure to meet operational requirements,

* the forecast of seed and oil yields and, the resultant oil extracted meets expected outputs,

* an estimate of commodity sales prices for Jatropha crude oil and Jatropha seedcake, and

* that this will result in the utilisation of jatropha oil in the Groups biodiesel refineries or sold to other third
party refineries.

There is a significant risk of the actual outcomes being different from those forecast due to changes in
economic, market and agricultural conditions and/or assumptions regarding events, which may result in the
carrying value of the goodwill exceeding the recoverable amount.

The recoverable amounts of goodwill have been estimated using value in use calculations and have been
applied to the forecast cash generated from operations within the feedstock cash generating unit. Please refer
to note 19 for details on the carrying value of goodwill.

Credit risk of receivables

Malaysian operations

Credit risk for sales in the refining operations are managed with the use of “Letters of Credit” for most of the
sales, thus the risk of receivable default is negligible.

Indian Operations

Credit risk, to a carrying value of A$6.4 million (A$13.0 million at 30 June 2009) after providing for impairment
and discounting charge, arising from sales of Jatropha Curcas saplings to contract farmers (around 124,000
contract farmers) is managed through the following approach:

* The Company sells Jatropha Curcas saplings to various contract farmers in India. The contracts are
concluded after a detailed review of the suitability of the contract farmer and the proposed land to be used
for contract farming,
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5. Critical Accounting Estimates and Judgments (Cont’d)
a. Impairment of assets (Cont’d)
Indian Operations (Cont’d)

* The sales contract states that the balance owing is at call by the Company and that the Company has a
30 year agreement to buy back from the Contract Farmer the future harvest of oil seeds produced by the
Jatropha trees. The Jatropha Curcas saplings have an estimated production life in excess of 30 years.
Receivables are secured against these future contracted purchases of Jatropha Curcas seeds,

» Sales are made to a large number of geographically disbursed contract farmers, with each receivable being
for a relatively low value (around A$250 per contract farmer, depending on the contract farming acreage),

* The Company has in place memoranda of understanding with a number of leading financial institutions
in India who have agreed to finance the contract farmers to fund their upfront investment into the Jatropha
saplings.

* These financial institutions have formulated specific schemes of financing for Jatropha farming,

* In addition, the National Bank for Agriculture and Rural Development (NABARD) of India (apex body for
agricultural financing) has in place a standardised scheme of financing to farmers of Jatropha Curcas,

* Disbursement of these loans to the farmers will enable them to repay the amounts owed to the Company,

* The Company assists the farmers in their interaction with the financial institutions for availing of loan
facilities.

* |n assessing the recoverability of sapling sales receivables, the following factors are taken into account;
o actual recovery of receivables to date,
o anticipated timing of future receipts, based on;

o anticipated loan disbursal rates from the banks to the farmers, to enable the farmer to repay the
receivable to Mission,

o estimates of expected yields of oil seeds from the Jatropha Curcas saplings, and estimated mortality
of Jatropha Curcas saplings.

* The operational team in India has achieved a significant improvement in the collection of receivables
through the disbursement of bank loans to the farmers during the twelve months to June 2010,

The Directors believe that due to the systems and processes now in place and extensive effort put in by banks
and Mission staff that loans will continue to be disbursed to farmers in due course. During the period, the
leadership team in India successfully rolled out Mission's proprietary GPS mapping and agronomy management
system with a significant portion of the fields reviewed for maturity and existence of saplings, condition, stem
girth etc. The results of this review at December 2009 indicated ~50% of plantation acreage were performing
to targets. While, management has stepped up agronomy training to its currently underperforming farmers,
given the review on sapling mortality, the Board has accordingly revised its assessment of recoverability of
receivables from the sale of saplings, and thus the Directors have increased the provision for impairment to
A$14.0 million at 30 June 2010.

Further, given the run rate of cash collections achieved during the year to 30 June 2010 and the inherent
challenges in assisting the farmers in their interaction with the banks, the Directors have re-assessed the
estimate of when the Group's receivables will be settled by the farmers. Accordingly, at 30 June 2010, the
Directors have classified A$4.3 million (after providing for impairment and discounting charge) of sapling sale
receivables as non-current.
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5.

Critical Accounting Estimates and Judgments (Cont’d)

Property, Plant and Equipment

Property, plant and equipment are reviewed for impairment if there is any indication that the carrying amount
may not be recoverable. Where a review for impairment is conducted, the recoverable amount is assessed
by reference to the higher of ‘value in use’ (being the net present value of expected future cash flows of the
relevant cash generating unit) and ‘fair value less costs to sell’.

During the year, the Board was pleased to announce the commissioning of Missions new 250,000 tpa biodiesel
plant, adjacent to the 100,000 tpa plant in Kuantan Port, Malaysia. Both plants are in excellent condition and
on full operational standby to produce biodiesel as and when required. In addition, the construction of a
distillation column within the plant property is underway which will allow the refineries to meet different
specifications of biodiesel, as required by various customers.

The Board reviews the carrying value of its refinery assets at each reporting date. Historically, and again at
31 December 2009, the Board was satisfied to carry the value of the refinery assets at their amortised cost
($66.8 million At 31 December 2009) because the forecast profits to be generated by the refineries exceeded
the carrying value. This assessment is based on a number of assumptions including forecast oil yields,
commodity prices, and volumes. In addition, the Directors took into account the 5 year Valero sales contract
signed in December 2009.

During the second half of the 2010 financial year, the USA introduced its revised Renewable Fuels Standard
2, which legislated, amongst other items, a significant mandate for the use of biodiesel in the USA. This in
itself is especially promising for the biofuels industry. However the revised legislation also introduced a
requirement for vegetable oil feedstock’s, such as soy, rape seed, palm oil and Jatropha oil to meet certain
environmental and green house gas requirements. At this point in time, the detailed analysis required to
demonstrate that palm and jatropha will meet these requirements is in progress. In addition, a key subsidy,
called the Biodiesel blending credit (being US$1 per gallon), lapsed on 31 December 2009. The extension of
this subsidy, although in principle supported by Congress, is being widely debated by the US government,
and has at this date not been formally extended.

In addition, the European Union has introduced, with effect 1 July 2010, legislation that requires palm based
biodiesel to be based on new sustainability criteria (hamed the Renewable Energy Directive). There are limited
supplies of certified palm oil at this present stage. Numerous producers of palm oil are in the process of
registering their production facilities to be in compliance with the European requirements.

Despite the significant efforts internationally to address these legal requirements, the Board is required, under
the accounting standards, to assess the refining cash generating unit’s ability to generate revenue based on
existing conditions. The combination of these factors at this point in time forces the Board to provide for an
impairment of the refining assets until the legislative hurdles are cleared. This accounting write-off is in no
way an indication that the plant cannot produce biodiesel under the required specifications.

In addition to the impairment of refinery assets, an impairment review of the windmills was undertaken. In
determining value in use, future cash flows are based on;

* Forecast future revenue levels which are based on forecast electricity generation and contracted rates per
Kwh, and

* Forecast future maintenance expenses,
Value in use is calculated based on the present value of cash flow projections over the anticipated lives of
the assets, with the assets having an anticipated life of 20 years, with a discount rate based on the Companies

weighted average cost of capital, adapted for the regions in which the windmills operate.

Revenues generated from these assets were found to be less than expected, thus the carrying value of the
windmill assets were written down to their value in use.

Annual Report 2010
Mission NewEnergy Limited and Controlled Entities

53



NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2010 (CONT'D) if'" '-w 9
3 ﬁi.p

5. Critical Accounting Estimates and Judgments (Cont’d)

a. Property, Plant and Equipment (Cont’d)

2010 2009 2008
$'000 $'000 $'000

Impairment of refineries 71,252 - -
Impairment of windmills 1,837 - -
Total 73,089 - -

Investments in subsidiaries

Investments held by the parent entity, Mission NewEnergy Ltd, are reviewed for impairment if there is any
indication that the carrying amount may not be recoverable. The recoverable amount is assessed by reference
to the higher of ‘value in use’ (being the net present value of expected future cash flows of the relevant cash
generating unit) and ‘fair value less costs to sell’.

At 30 June 2010, the investments in the refining subsidiaries have been impaired in the parent entity’s financial
statements (refer to note 33).

The significant assumptions applied in the value in use calculation for the feedstock subsidiary are;

o aforecast of cash inflows from sale of jatropha curcas saplings,

a forecast of expenditure to meet operational requirements,

the forecast of seed and oil yields and, the resultant oil extracted meets expected outputs,

an estimate of commodity sales prices for Jatropha crude oil and Jatropha seedcake, and

that this will result in the utilisation of jatropha oil in the Groups biodiesel refineries or sold to other third
party refineries.

o o0o0oOo

There is a significant risk of the actual outcomes being different from those forecast due to changes in
economic, market and agricultural conditions and/or assumptions regarding events, which may result in the
carrying value of the feedstock subsidiary exceeding the recoverable amount.

No impairment has been made for the feedstock subsidiary at 30 June 2010.
b. Going Concern

The Group had a loss for the year ended 30 June 2010 of $93.5 million after an impairment of $73.1 million
(2009 : $23.6 million), a current assets less current liability surplus of $20.7 million (2009 : $16.8 million) and
a net asset deficiency of $25.4 million (2009 : $51.0 million surplus) at balance date. The net asset deficiency
is as a result of the impairment of refinery assets during the current financial year (refer to note 5a).

The Directors believe that the consolidated group has sufficient financial resources at 30 June 2010 to meet
its committed financial liabilities.

The Financial Statements have been prepared on a going concern basis which has been assessed based on
detailed cash flow forecasts extending out twelve months from the date of this financial report. The cash flow
forecasts from operations are based on the forecast cash flows required to sustain the business, cash on hand
at 30 June 2010 and the ongoing receivables collection associated with historic sapling sales. At the date of
this report, the Board is exploring an opportunity to defer the payment of capital commitments (refer to note
26) of around A$6.4 million.

The ability of the Company to continue as a going concern in the ordinary course of business and to achieve
the business growth strategies and objectives is dependent upon its ability to collect amounts owing under
its receivables, defer the capital commitment relating to the second biodiesel plant, or raise further debt or
equity to meet the capital commitments. The debt or equity funding referred to above has not been agreed
to at the date of this report.
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5. Critical Accounting Estimates and Judgments (Cont’d)

b. Going Concern (Cont'd)
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Notwithstanding the matters mentioned above, the directors believe that the Company will be successful in
the matters discussed above and accordingly have prepared the financial report on a going concern basis in
the belief that the Company will realise its assets and settle its liabilities and commitments in the normal course
of business and for at least the amounts stated in the financial report. However, should the Company not be
successful in the matters discussed above, there is significant uncertainty whether the Group would be able

to continue as a going concern.

c. Biological Asset

The fair value of the Jatropha Curcas saplings is determined by reference to independent market prices.
Subsequent movements in the fair value of the Jatropha Curcas saplings are determined through operational

reviews of the market prices.

6. Determination of fair value

A number of the Groups accounting policies and disclosures require the determination of fair value, for both
financial and non-financial assets and liabilities. Fair values have been determined for measurement and/or

disclosure purposes based on the following methods.

Biological assets

The fair value of biological assets is based on the market price of Jatropha sapling sales in India.

Share based payment transactions

The fair value of the employee share options is measured using the Black-Scholes option pricing model, with the
fair value of performance shares being based on the share price of Mission NewEnergy Ltd on the date of approval.
Measurement inputs include the share price on measurement date, exercise price of the instrument, expected
volatility, weighted average expected life of the instrument, expected dividends and the risk free interest rate.
Service and non-market performance conditions are not taken into account in determining the fair value.

7. Sales revenue

Sales Revenue

- Sales of goods
- Change in fair value of biological assets
Total revenue

Other Income
Dividend received
Interest received
Sundry income
Other income

Bt =l

S A
& K. T
v &
2010 2009 2008
$'000 $'000 $'000
14,533 43,368 9,403
1,656 9,441 18,208
16,189 52,809 27,611
- 6 126
204 387 1,914
67 1,975 282
271 2,368 2,322
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8. Expenses

Profit (loss) for the year includes the following specific expenses

8a) Cost of sales
Cost of growing the biological asset
Total

8b) Employee costs
Wages and Salaries
Contributions to defined contribution plans
Equity settled share based payments expense

8c) Other expenses:
Audit fees
Advertising
Computer maintenance & consumables
Communication expenses
Donations, ceremonies & exhibitions
Insurance costs
Legal fees
Asset maintenance
Loss on disposal of asset
Other
Total

8d) Finance Costs
External
Amortisation of liability portion of convertible notes
Amortisation of convertible note issue costs
Discounting of non-current receivables
Interest on convertible note
Total
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2010 2009 2008
$'000 $'000 $'000
13,561 44,104 8,222
1,460 1,605 2,742
15,021 45,709 10,964
3,860 4,692 2,566
170 232 128
1,277 193 -
5,307 5,117 2,694
118 204 96
31 31 -
46 33 35
211 316 163
- 2 93
121 261 128
123 51 136
320 312 45
- 2 40
1,121 2,517 306
2,091 3,729 1,042
426 964 670
1,889 1,750 1,687
404 404 404
- 2,850 674
2,433 2,433 2,433
5,152 8,401 5,868




NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2010 (CONT'D)

9.

Income tax

a. The components of tax expense comprise
Current tax
Deferred tax
Over provision in respect of prior years

b. The prima facie tax on the profit (loss) from ordinary activities
before income tax is reconciled to the income tax as follows:

Accounting profit (loss) before tax

Prima facie tax (benefit)/expense on profit/ (loss) from
ordinary activities before income tax at 30%

Adjusted for:

Tax effect of:

- overseas tax rate differential

- non-deductible entertainment

- other non-assessable items

- Deferred tax asset not recognised (tax losses)

Add:

Over provision for income tax in prior year
Income tax attributable to entity

The applicable weighted average effective current tax rates

are as follows:

14 No effective tax rate calculated due to the loss position.
15 No effective tax rate calculated due to the loss position.

10. Auditors’ Remuneration

Remuneration of the auditor of the parent entity for:
- auditing or reviewing the financial report

Remuneration of other auditors of subsidiaries for:
- auditing or reviewing the financial report of subsidiaries

gl
“} T e e
% ¥ =
D =
( #,.;?

"

2010 2009 2008
$'000 $'000 $'000
29 64 243

23 - 370 (156)
- - 74
29 434 161
(93,450) (23,321) 4,445
(28,035) (6,996) 1,334
7,218 379 511
- = 1
20,846 6,681 (1,400)
- 370 (359)
29 434 87
- - 74
29 434 161
14 15 11.5%
2010 2009 2008
$'000 $'000 $°000
75 64 42
61 83 71
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11. Earnings per share

a. Reconciliation of earnings to profit or loss

Profit/(Loss)

Profit/(Loss) attributable to minority equity interests
Earnings used in calculation of both ordinary and dilutive EPS

b. Weighted average number of ordinary shares outstanding
during the year used in calculating basic EPS

Effect of:

- Performance Shares and options

Weighted average number of ordinary shares outstanding
during the year used in calculating dilutive EPS

'
_.F -
Ai» >
2010 2009 2008
$'000 $'000 $'000
(93,479) (23,755) 4,284
- 95 (90)
(93,479) (23,660) 4,194
235,562,471 98,986,256 92,642,651
- - 14,000
235,562,471 98,986,256 92,656,651

Diluted earnings per share exclude convertible notes and options that had an exercise price above the average
market price during the period they existed. Where a loss is made, all convertible notes and options are excluded
as the impact of including them would be to reduce the loss per share. The table below reflects the entire number
of equity instruments in issue at each period end which could potentially dilute basic earnings per share (i.e.

numbers above are included in the table below):

Issued ordinary shares
Convertible notes

Employee and third party share options
Employee performance shares
Share issue options (warrants)

TOTAL

12. Cash and cash equivalents

Cash at bank and in hand
Short-term bank deposits

Reconciliation of cash

Cash and cash equivalents
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2010 2009 2008
275,007,568 194,235,155 94,221,155
46,778,845 46,778,845 46,778,845
3,865,746 2,481,492 2,250,000
7,786,667 2,700,000 -
149,747,586 100,000,000 -
483,186,412 346,195,492 143,250,000
2010 2009 2008

$°000 $'000 $000

13,428 15,524 4,316

3,727 723 20,417

17,155 16,247 24,733

17,155 16,247 24,733

17,155 16,247 24,733




NOTES TO THE FINANCIAL STATEMENTS -

FOR THE YEAR ENDED 30 JUNE 2010 (CONT'D) w '-w 9
'3 ﬁi.p

13. Trade and Other Receivables

2010 2009 2008

$'000 $'000 $'000
CURRENT
Trade receivables 3,897 1,633 16,435
Other receivables 571 1,266 836
Less: Impairment provision (300) (361) (1,185)
Other related parties - - 26
TOTAL 4,168 2,438 16,112
NON - CURRENT
Trade receivables 21,518 23,976 1,482
Less: Impairment provision (refer note 8d) (14,065) (9,183) -
Less: Discount charge (3,132) (3,219) -
TOTAL 4,321 11,574 1,482
Impairment provision
Opening Balance: 9,544 1,185 -
Charge for the year 4,839 8,334 1,185
Foreign currency translation difference (18) 25 -
Closing Balance 14,365 9,544 1,185

At financial year end, the Board reassessed the likely timing of recoverability of receivables and reallocated a
material portion to non-current, attracting a discounting charge. The value of current receivables has been based
on historical success rates of recovering receivables. Please refer to note 5, significant assumptions and estimates,
and note 32 for a detailed discussion around credit risk, provisioning and age analysis of trade and other receivables.

14. Biological Assets

Mission Biofuels India Pvt Ltd grows Jatropha Curcas saplings from seeds. The Jatropha Curcas saplings meet
the definition of a biological asset and are carried on statement of financial position at fair value, with fair value
being determined with reference to the existing arms length sales transactions with a large number of geographically
disbursed contract farmers, and other readily available market information on the fair value of these saplings. At
30 June 2010, Mission Biofuels India Pvt Ltd had an estimated 21.0 million (2009: 18.7 million) saplings on hand
in its controlled nurseries. During the 2010 financial year, the company harvested and sold approximately
6.4 million (2009: 176.2 million saplings).

2010 2009 2008

$'000 $°000 $°000
Opening Balance 1,339 7,096 -
Add: Increase in fair value due to new plantations 1,656 9,441 19,351
Less: Sale of saplings transferred to trade receivables (434) (14,569) (12,351)
Less: Impairment of biological asset (740) (1,475) -
FX adjustments (344) 846 96
Closing Balance 1,477 1,339 7,096

Regulatory and environmental risks

The Group is subject to laws and regulations in various countries in which it operates. The Group has established
environmental policies and procedures aimed at compliance with local environmental and other laws. Management
performs regular reviews to identify environmental risks and to ensure that the systems in place are adequate
to manage those risks.
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14. Biological Assets (Cont’d)

Supply and demand risk

The Group is exposed to risks arising from fluctuations in the price and sales volume of Jatropha Curcas saplings.

Where possible the Group manages this risk by aligning its harvest volume to market supply and demand.

Management performs regular industry trend analysis to ensure that the Group’s pricing structure is in line with

the market and to ensure that projected harvest volumes are consistent with the expected demand.

Climate and other risks

The Group'’s Jatropha Curcas nurseries are exposed to the risk of damage from climatic changes, diseases, fires

and other natural forces. The Group has extensive processes in place aimed at monitoring and mitigating those
risks, including regular nursery health inspections and industry pest and disease surveys.

15. Inventories

2010 2009 2008
$'000 $'000 $'000
CURRENT
Raw Material and stores 417 1,676 1,612
Finished goods 1,122 2,024 946
Work in progress 132 504 261
1,671 4,204 2,819
The above is shown at cost.
16. Other Financial Assets
2010 2009 2008
$'000 $'000 $'000
Current
Held to maturity financial assets 26 45 917
Performance bond - 1,197 -
26 1,242 917
Non-Current
Other financial assets - 147 -
- 147 -

Held to maturity investments (zero interest) relate to investments in Mutual Funds which mature within 12 months.
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17. Investments in subsidiaries

a. Controlled Entities Consolidated Country of Percentage Owned
Incorporation (%)*
2010 2009 2008
Parent Entity:
Mission NewEnergy Limited Australia
Subsidiaries of Mission NewEnergy Limited:
Mission Biotechnologies Sdn Bhd Malaysia 100 100 100
Mission Biofuels Sdn Bhd Malaysia 100 100 100
Mission Agro Energy Limited Mauritius 100 100 100
Indas Green Acquisition Corporation Cayman Islands 73.2 73.2 73.2
Subsidiaries of Mission Agro Energy Limited
Mission Biofuels India Private Ltd India 99.49 99.17 99.17
. Jointly controlled entities
Subsidiaries of Mission Biofuels India Private Ltd
Mission Agro Diesel (India) Private Limited India 51 51 51
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19. Intangible Assets

2010 2009 2008
$'000 $'000 $'000
Goodwill
Carrying amount at beginning of year 1,013 1,013 667
Additions - - 352
FX Adjustments - (6)
Carrying amount at end of year 1,013 1,013 1,013
Refer to note 5a for a discussion on impairment testing of goodwill.
20. Other Assets
2010 2009 2008
$'000 $'000 $'000
CURRENT
Prepayments 457 848 2,640
457 848 2,640
NON-CURRENT
Security Deposits 182 - 11
182 - 11
21. Trade and Other Payables
2010 2009 2008
$'000 $'000 $'000
CURRENT
Unsecured liabilities
Trade payables 2,536 686 3,907
Interest Accrued 247 247 247
Sundry payables and accrued expenses 819 7,957 2,730
3,602 8,890 6,884
22. Financial Liabilities
2010 2009 2008
$'000 $'000 $'000
CURRENT
Secured loans 624 599 3,400
624 599 3,400
NON-CURRENT
Secured loans 3,038 3,718 3,895
Convertible Notes (unsecured)
- Nominal value (excluding equity portion) 54,823 54,823 54,823
- Converted to equity (3,531) (3,531) (3,531)
- Amortisation of liability portion 5,467 3,677 1,829
- Costs of issues (2,023) (2,023) (2,023)
- Amortisation of issue costs (cumulative) 1,254 849 444
59,028 57,413 55,437
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22.

23.

Financial Liabilities (Cont’d)

#‘"3_

The secured loans above relate to financing of the windmills in india and an office in Malaysia. These assets are

held as security against these loans.

46,778,845 convertible notes were issued on 25 May 2007 at $1.30 per note.

Principal terms of the Notes are as follows:

- Final maturity date: 18 May 2012
- Conversion price: A$1.30
- Interest rate: 4.00% per annum

- Convertible into ordinary shares at the option of the Holder or the Company in the circumstances set out in

the Terms and Conditions of the Notes
- on the basis of 1 share for 1 convertible note

Tax

Liabilities

CURRENT

Current Tax liability / (asset)
NON-CURRENT

Deferred tax liability comprises:
Unrealised FX gains

Accruals

Other

Total

Assets

Deferred tax assets comprise:
Provisions

Transaction costs included in equity
Other

Reconciliations

i. Gross Movements

The overall movement in the deferred tax account is as follows:

Opening balance

(Charge)/credit to income statement
Foreign currency translation difference
Closing balance

ii. Deferred Tax Liability
The movement in deferred tax liability for each

temporary difference during the year is as follows:
Tax allowances relating to unrealised FX gains:

Opening balance

Charged to the income statement
Closing balance

Tax allowances relating to accruals:
Opening balance

Charged to the income statement
Closing balance

2010 2009 2008
$000 $°000 $000
(53) (54) 95
- - (158)
- - (2)
- (28) 18
- (28) (142)
- - 144
- - 372
- - (223)
- - 293
(28) 151 (5)
- (370) 156
28 191 -
- (28) 151
- (158) (158)
- 158 -
- - (158)
- (2) (94)
- 2 92

. = (2)
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23. Tax (Cont'd)

2010 2009 2008
$'000 $'000 $'000

Other
Opening balance (28) 18 (2)
Charge to the income statement - (237) 20
Foreign currency translation difference 28 191 -
Closing Balance - (28) 18
iii. Deferred tax assets

The movement in deferred tax assets for each temporary

difference during the year is as follows:

Provisions:

Opening balance - 144 25

Charged to the income statement - (144) 119

Closing balance - - 144

Transactions costs on equity issue:

Opening balance - 372 372

(Charged)/Credited directly to equity - (372) -

Closing balance - - 372

Other

Opening balance - (223) (148)

Charged/(Credited) to the income statement - 223 (75)

Closing balance - - (223)

Deferred tax assets on losses to a value of $8.8 million to date are not brought to account.

24. Issued Capital

2010 2009 2008
$'000 $'000 $'000
275,007,568 (2009: 194,235,155 (2008: 94,221,155) 76,634 61,123 45,038
fully paid ordinary shares
Number Number Number
Ordinary shares
At the beginning of reporting period 194,235,155 94,221,155 91,000,000
Shares issued from conversion of convertible notes
- 17 July 2007 - - 144,231
- 8 August 2007 - - 1,538,462
- 31 May 2008 - - 1,538,462
Shares issued on performance share conversion - 14,000 -
(10 November 2008)
Ordinary shares issued
- 30 April 2009 - 7,000,000 -
- 17 June 2009 - 93,000,000 -
- 17 November 2009 50,000,000 - -
- 26 February 2010 30,000,000 - -
Exercise of performance shares in February and March 2010 519,999 - -
Conversion of warrants in January 2010 252,414 - -
At reporting date 275,007,568 194,235,155 94,221,155
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24. lIssued Capital (Cont'd)

Ordinary shares participate in dividends and the proceeds on winding up of the parent entity in proportion to the
number of shares held.

At the shareholders meetings each ordinary share is entitled to one vote when a poll is called, otherwise each
shareholder has one vote on a show of hands.

The ordinary shares issued in April, June and November 2009 include a warrant (option). Each warrant entitles
the holder to acquire one ordinary share of Mission NewEnergy at an exercise price of A$0.30. The Warrants may
not be exercised on a “cashless” or “net exercise” basis. In addition, a Warrant will not entitle the holder to
participate in a new issue of ordinary shares or other securities of Mission NewEnergy unless the Warrant has
been exercised. The expiration date for exercise of the Warrants will be 30 April 2014. However, if at any time
on or after April 15, 2012 the immediately preceding 20-trading day volume weighted average price (as published
by or derived from the Australian Securities Exchange) is at least A$1.00, the Company may give written notice
to each warrant holder that if such holder does not exercise its Warrants within 15 days from the date of such
notice, then the Warrants would expire on that 15th day. The Warrants will not be listed on any stock exchange.

Shares issued on 26 February 2010 did not include a warrant.

a. Options and Performance Shares
For information relating to the Mission NewEnergy Limited option and performance share plans, including
details of options and performance shares issued, exercised and lapsed during the financial year and the
options outstanding at year-end, refer to Note 30 Share-based Payments.

b. Capital Management
Management controls the capital of the group in order to maintain an appropriate debt to equity ratio, provide
the shareholders with adequate returns and ensure that the group can fund its operations and continue as a
going concern. Due to the development stage that the business is in, managements preferred approach is

to fund the business with equity.

The group’s debt and capital includes ordinary share capital, performance shares, convertible notes and
financial liabilities, supported by financial assets.

There are no externally imposed capital requirements.
Management effectively manages the group’s capital by assessing the group’s financial risks and adjusting
its capital structure in response to changes in risks and in the market. These responses include the management

of debt levels, distributions to shareholders and share issues.

There have been no changes in the strategy adopted by management to control the capital of the group since
the prior year.

25. Reserves
1. Share based payments reserve

The share based payments reserve arose on the cumulative issue of 3,500,000 options and 9,200,000 performance
shares to various officers of the Company. Refer to note 30 for details of the share based payments.

Amounts are transferred out of the reserve and into issued capital when the options are exercised, or if lapsed,
then transferred to retained earnings.

2. Foreign currency translation reserve

The foreign currency translation reserve records exchange differences arising on translation of a foreign
controlled subsidiary.

3. Convertible Notes Reserve

The Convertible Notes reserve is used to record the equity component, less the cost of issue, of the convertible
notes.
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26.

27.

Capital and Leasing Commitments

2010 2009 2008
$'000 $’000 $'000
a. Operating Lease Commitments

Operating leases contracted for but not reflected

in the financial statements

Payable — minimum lease payments

- not later than 12 months 186 340 486

- between 12 months and 5 years 927 856 1,090

- greater than 5 years 2,786 3,369 2,989
3,899 4,565 4,565

Kuantan Port Sub-Lease

Mission Biotechnologies Sdn Bhd has entered into a lease of 2 lots totalling 24,000 sq metres of land at Kuantan
Port, Malaysia. The term of the sub-lease is from 1st March 2006 to 30th December 2027. Every 3 years,
commencing 1st January 2007, the annual rental will be increased by 10%.

Mission Biofuels Sdn Bhd has entered into a lease of 2 lots totalling 24,000 sq metres of land at Kuantan Port,
Malaysia for the 250,000 TPA plant. The term of the sub-lease is from 1st June 2007 to 31st December 2027.
Every 3 years, commencing 1st January 2013, the annual rental will be increased by 10%.

Office lease — Perth

The office lease is for a term of 1 year from 3 March 2010.

Lease Commitments - India

Mission Biofuels India Pvt Ltd. has entered into cancellable lease agreements for the office premises, godown
(warehouse), guest house, car and nurseries, renewable by mutual consent on mutually agreeable terms. The
company has entered into a number of lease agreements throughout India. Lease terms range between 3 and

36 months.

Capital Expenditure Commitments

2010 2009 2008
$'000 $'000 $'000
Capital expenditure commitments contracted for: -
Acquisition and installation biodiesel plants® 6,349 13,425 7,993
Other 1,436 28 579
7,785 13,453 8,572
Payable:
- not later than 12 months 7,785 13,453 8,672
7,785 13,453 8,572

16 Note that this value takes into account an estimate of late delivery fees eligible due to the delay in commissioning of Missions
second biodiesel refinery.

Contingent Liabilities and Contingent Assets
The company has called upon a performance bond placed by the contractor who constructed the 100,000 tpa
biodiesel plant, due to non-satisfactory performance. Both parties have agreed to the appointment of an arbitrator

to resolve this matter.

The parent entity is not aware of any other contingent liabilities or contingent assets as at 30 June 2010.
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28. Segment Reporting (Cont’d)

Segment reporting accounting Policies

The Managing Directors is the Chief operating decision maker. The reportable segments presented are in line
with the segmental information reported during the financial year to the Managing Director.

Segment revenues and expenses are those directly attributable to the segments and include any joint revenue
and expenses where a reasonable basis of allocation exists. Segment assets include all assets used by a segment
and consist principally of cash, receivables, inventories, intangibles and property, plant and equipment, net of
allowances and accumulated depreciation and amortisation. While most such assets can be directly attributed
to individual segments, the carrying amount of certain assets used jointly by two or more segments is allocated
to the segments on a reasonable basis. Segment liabilities consist principally of payables, employee benéefits,
accrued expenses and borrowings.

Segment assets and liabilities do not include deferred income taxes.

Intersegment Transfers

Segment revenues, expenses and results include transfers between segments. The prices charged on intersegment
transactions are the same as those charged for similar goods to parties outside of the Consolidated Group at an
arm’s length. These transfers are eliminated on consolidation.

Business and Geographical Segments

The Consolidated Group has three key business segments. The Consolidated Group’s business segments are
located in Malaysia, India and Mauritius (the Mauritian entity acts as a holding company for Mission Biofuels India
Pvt Ltd, and as such no operational activities occur in Mauritius) with the Consolidated Group’s head office located

in Australia.The Biodiesel Refinery segment is located in Malaysia, the Jatropha business segment which is located
in India and the Power generation segment (India).

29. Cash Flow Information

Reconciliation of Cash Flow from Operations with Profit (loss) 2010 2009 2008
after Income Tax $'000 $°000 $000
Profit / (Loss) after income tax (93,479) (23,755) 4,284
Non cash flows in profit / (loss)

Depreciation of plant and equipment 2,118 2,469 782
Amortisation of Convertible Note Costs 404 404 404
Amortisation of Liability portion of Convertible Note 1,889 1,750 1,687
Provision for employee benefits 15 22 -
(Increase)/decrease in tax assets and liabilities - 220 13
Impairment of Trade Receivables 4,839 8,333 1,185
Discounting of long term receivables - 2,850 674
Impairment of assets 73,829 2,947 403
Share based payment expense 1,276 193 (125)
Net cash provided by / (used in) operating activities before change (9,109) (4,567) 9,307

in assets and liabilities

Change in assets and liabilities

- (Increase) decrease in receivables 505 (7,610) (17,745)
- (Increase) decrease in inventories 2,442 (2,351) (2,744)
- (Increase) decrease in biological assets (912) 4,906 (7,096)
- (Increase) decrease in other assets 355 2,749 (2,581)
- (Increase) decrease in deferred tax and current tax (16)
- Increase (decrease) in creditors and accruals (166) (4,384) 4,177
Foreign Currency Adjustments (1) 366 134
2,207 (6,324) (25,855)
Cash used in operations (6,902) (10,891) (16,548)
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29. Cash Flow Information (Cont’d)

Credit Standby Facilities with Banks 2010 2009 2008
$°'000 $000 $000

Loan facilities 3,663 25,448 8,235
Amount utilised (3,663) (4,317) (7,295)
- 21,131 940

Facilities at June 2010 relate term loans for the funding of various items of Property, Plant and Equipment. The
loan terms are for a five year period with interest rates from 3.4% to 12.14%. These loans do not have an option
to extend.

30. Interests and remuneration of Key Management Personnel

2010 2009
$'000 $'000
Short term employee benefits 1,273 1,004
Post employment benefits 59 67
Share based payments 1,206 183
Total 2,538 1,254
Options
Balance Balance Balance
1/7/2008  Expired New issue 30/6/2009 New issue Lapsed 30/6/2010 Vested
Directors

Mr Dario Amara 1,000,000 (1,000,000) - - - = = -
Tan Sri Razak Ramli 750,000 (750,000) - - - = = -
Datuk Zain Yusuf 500,000 (500,000) - - - = . -

Guy Burnett?0 - - - - 1,750,000 - 1,750,000 1,750,000
Executive
James Garton?! - - 1,750,000 1,750,000 - - 1,750,000 1,750,000

Third parties

For services - - 731,49222 731,492 (365,746) 365,746 365,746
rendered

in 2009 equity

raising

TOTAL 2,250,000 (2,250,000) 2,481,492 2,481,492 1,750,000 (365,746) 3,865,746 3,865,746

20 Grant date was 19 October 2009, share price on grant date was 28.5 cents, exercise price is 17 cents, fair value at grant date
was 15.94 cents, volatility used was 125.35%, risk free rate used was 4.83%, the options expire on 30 June 2011.
21 Grant date was 25 June 2009, share price on grant date was 18.5 cents, exercise price is 17 cents, fair value at grant date was
9.68 cents, volatility used was 138.77%, risk free rate used was 4.16%, the options expire on 30 June 2011.
22 Share price on grant date was 16 cents, volatility and risk free rate used in valuation was 138.77% and 4.16% respectively,
exercise price is $1/$1.2.
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30. Interests and remuneration of Key Management Personnel (Cont’d)

Performance shares

Vested and
Balance New issue Balance New issue Exercised Lapsed Balance unexercised
1/7/2008 30/6/2009 30/6/2010 at 30/6/10
Director
Guy Burnett - - - - 1,500,000% (200,000) (300,000) 1,000,000 200,000
tranche 1
Executives
James Garton - - 1,500,000%* 1,500,000 - (200,000) (300,000) 1,000,000 200,000
tranche 1
James Garton - - - - 5,000,000% - - 5,000,000 -
tranche 2
Senior - 1,200,000% 1,200,000 - (119,999) (293,334) 786,667 199,999
employees
collectively —
tranche 1
Total - 2,700,000 2,700,000 6,500,000 (519,999) (893,334) 7,786,667 599,999

Tranche 1 performance criteria

40% of the performance shares vest in equal tranches at 31/12/2009, 30/06/2010 and 31/12/2010 for service, and
60% of the performance shares vest in equal tranches on;

* Positive Group cash generation from operations by 30 June 2010.

¢ EPS of A$0.06 by 30 June 2011, and

e EPS of A$0.15 by 30 June 2012.

Tranche 2 performance criteria

The performance shares vest in equal tranches at 1/7/2010, 31/12/2010 and 1/7/2011 for service

Refer to the Remuneration report for full details on key management personnel remuneration and benefits.

23 Grant date was 19 October 2009, share price on grant date was 28.5 cents, fair value at grant date was 21.37 cents.
24 Grant date was 25 June 2009, share price on grant date was 18.5 cents, fair value at grant date was 13.87 cents.

25 Grant date was 30 March 2010, share price on grant date was 34.5 cents, fair value at grant date was 25.88 cents.
26 Grant date was 25 June 2009, share price on grant date was 18.5 cents, fair value at grant date was 13.87 cents.
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31.

32.

Related Parties

Transactions between related parties are on a normal commercial
terms and conditions no more favourable than those available to
other parties unless otherwise stated.

Transactions with related parties:

Other Related Parties

Management fee charged to Mission Biotechnologies Sdn Bhd, a
100% owned subsidiary company

Management fee charged to Mission Biofuels Sdn Bhd,
A 100% owned subsidiary company

Sale of Jatropha crude oil between Missions controlled subsidiaries

A Bansal, an independent contract and Board member who resigned
on 24 June 2009

Short term unsecured, non-interest bearing working capital loan taken
from Nathan Mahalingam

Short term unsecured, non-interest bearing working capital loan
repayment to Nathan Mahalingam
Financial Instruments

Financial Risk Management

2010 2009 2008
$°000 $'000 $°000
668 580 440
332 290 -
121 - -

- 163 130

- 125 -

- (125) -

The group has a financial risk management policy in place and the financial risks are overseen by the Board. The
group’s financial instruments consist mainly of deposits with banks, secured loans, convertible notes, other
financial assets, accounts receivable, accounts payable, and loans to and from subsidiaries.

The principle risks the group is exposed to through its financial instruments are interest rate risk, foreign currency

risk, liquidity risk and credit risk.

Fair value of financial instruments

Financial assets

Cash and cash equivalents
Other Financial Assets
Receivables (Current)
Receivables (Non-current)
Financial liabilities

Trade and other payables
Current loans

Non-current loans

Carrying amount  Fair Value

$'000 $'000
17,155 17,155
26 26
4,168 4,168
4,321 4,321
3,602 3,602
624 624
59,028 60,856
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32. Financial Instruments (Cont’d)

The fair value of cash and cash equivalents, other financial assets, receivables, trade and other payables and
current loans are short term instruments in nature whose carrying value is equivalent to fair value.

Non-current receivables are carried at a discounted value which reflects the fair value.

Non-current loans are carried at amortised costs, with the fair value being determined using a discounted cash
flow model incorporating current commercial borrowing rates.

Interest rate risk

Interest rate risk is managed with a mixture of fixed and floating rate deposits, fixed rate convertible note debt
and floating rate debt. For further details on interest rate risk refer to the table below under liquidity risk. The
group main interest rate risk, being fair value interest rate risk, arises from the long term convertible note debt
held by the parent.

Group sensitivity

At 30 June 2010, if interest rates had changed by -/+ 25 basis points, with all other variables held constant, the
following financial impacts would have been recorded by the group;

e Effect on post tax profit — A$ Nil million lower/higher (2009: A$ Nil million lower/higher)

e Equity would have been — A$ Nil lower/higher (2009: A$ Nil million lower/higher)

¢ The fair value of convertible notes — A$ 0.28 million lower/higher (2009: A$0.4 million lower/higher)

Foreign currency risk

The group operates internationally through a number of subsidiaries and is thus exposed to fluctuations in foreign
currencies, arising from the foreign currencies held in its bank accounts, the sale of goods in currencies other
than the group’s measurement currency, and the translation of results from investments in foreign operations.
The foreign exchange exposures are primarily to the Indian Rupee, Malaysian Ringgit and the US dollar.

Foreign exchange risks arising from the sale of products are not hedged.

Foreign currency risks arising from commitments in foreign currencies are managed by holding cash in that
currency. Foreign currency translation risk is not hedged, with translation differences being reflected in the foreign
currency translation reserve.

Group sensitivity

At 30 June 2010, if foreign currencies had changed by -/+ 10%, with all other variables held constant, the following
financial impacts would have been recorded by the group;

Effect on post tax profit — A$1.0 million lower/ A$1.0 higher (2009: A$1.0 million lower/ A$1.2 higher)
Equity would have been — A$1.0 million lower/ A$1.0 higher (2009: A$1.0 million lower/ A$1.2 higher)
Credit risk

Credit risk arises from the sale of biodiesel, Jatropha Curcas saplings and cash held at period end.

Cash is only held in accredited banks and credit risk arising from the sale of biodiesel is managed through the
use of Letter of Credits.
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32. Financial Instruments (Cont’d)
Credit risk (Cont’d)

Credit risk arising from sales of Jatropha Curcas saplings is managed through the following approach:

Sales of Jatropha Curcas saplings to contract farmers are concluded after a detailed review of the suitability of
the contract farmer and the proposed land to be used for contract farming. The sale is concluded via a Demand
Cum Delivery Note, which states that the balance owing is at call by Mission Biofuels India Pvt Ltd,

A portfolio approach, where a large number of relatively low value sales (around AU$220 per contract farmer,
depending on the contract farming acreage) are made to a geographically disbursed series of contract farmers,
Contract farmers are required to incur considerable expense to prepare the land, prior to delivery of saplings by
Mission Biofuels India Pvt Ltd, and thus have significant incentive to ensure the crop is viable.

Mission Biofuels India Pvt Ltd has entered into contract farming agreements with each farmer to purchase back
the oil seeds produced by the Jatropha Curcas saplings sold to the farmers. The Jatropha Curcas saplings have
an estimated production life in excess of 30 years. Receivables are secured against these future contracted
purchases of Jatropha Curcas seeds.

Mission Biofuels India Pvt Ltd has in place memorandums of understanding with a number of leading financial
institutions in India who have expressed a desire to loan monies directly to the contract farmers to fund their
working capital requirements. Disbursement of these loans will assist the farmers in repaying monies owed to
Mission Biofuels India Pvt Ltd.

These financial institutions have formulated specific schemes of financing for Jatropha farming,

In addition, the National Bank for Agriculture and Rural Development (NABARD) of India (apex body for agricultural
financing) has in place a standardised scheme of financing to farmers of Jatropha Curcas,

Several financial institutions, who do not have memoranda of understanding with the Company, have also
disbursed loans to the contract farmers of the Company based on the standardized scheme stipulated by NABARD,

Disbursement of these loans to the farmers will enable them to repay the amounts owed to the Company.
Second Biodiesel plant guarantee

The parent entity has provided a corporate guarantee to the contractor of the second Biodiesel plant in place of
the standard letter of credit originally placed at construction commencement.

Commodity Risk

The group is exposed to market prices of input costs into the production of biodiesel. The key raw material
currently being used to manufacture biodiesel is crude palm oil. This risk is managed by negotiating ‘cost plus
a margin’ sales contracts which minimises the groups exposure to variations in this key input cost.

Group sensitivity

At 30 June 2010, if the price of crude palm oil had changed by -/+ 10%, with all other variables held constant,
the following financial impacts would have been recorded by the group;

Effect on post tax profit — A$ Nil lower/higher

Equity would have been — A$ Nil lower/higher
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33. Parent entity information

2010 2009 2008
Information relating to Mission NewEnergy Ltd: $'000 $'000 $'000
Current assets 13,445 13,398 4,068
Total assets 33,740 104,392 100,528
Current liabilities 422 1,519 684
Total liabilities 56,410 55,214 52,386
Net asset (deficit)/surplus (22,670) 49,178 48,142
Issued capital 76,530 61,019 44,934
Retained loss (109,888) (21,268) (7,219)
Share based payments reserve 1,542 281 1,281
Convertible notes reserve 9,146 9,146 9,146
Total shareholders’ equity (22,670) 49,178 48,142
(Loss)/profit of the parent entity (88,636) (25,043) 4,857
Total comprehensive income of the parent entity (88,636) (25,043) 4,857
Details of any guarantees entered into by the parent entity in relation 7,769 13,453 8,672

to the debts of its subsidiaries *

Details of any contingent liabilities of the parent entity * - - -
Details of any contractual commitments by the parent entity for 969%7 - -
the acquisition of property, plant or equipment.

*  The parent entity has provided a corporate guarantee to the contractor of the second Biodiesel plant in place of the standard
letter of credit originally placed at construction commencement.

27 Being a letter of credit provided by the parent entity for the purchase of equipment by a subsidiary.

34. Impairment of loans and investments - Parent entity

2010 2009 2008

$'000 $'000 $'000
Non-Current asset held for sale 161 161 161
Loans, receivables and advances to jointly controlled entity/subsidiary 242 242 242
Less: Cumulative Provision for impairment (403) (403) (403)
Carrying value - - -
Provision in the consolidated income statements - - 403

35. Non-current assets held for sale

On 2 May 2008 the Board resolved to sell Mission Agro Diesel (India) Pvt Ltd (MADIPL). Subsequently the Board
has exercised an option to sell the groups shareholding in MADIPL to the remaining shareholders. However, as
no firm outcome on the sale has been achieved, the Board considered it prudent for the group to fully provide
for the carrying value of the investment.

36. Subsequent events

Other than the matters discussed above, there has not arisen in the interval between the end of the financial year
and the date of this report any item, transaction or event of a material and unusual nature likely, in the opinion
of the Board, to affect significantly the operations of the Group, the results of those operations, or the state of
affairs of the Group, in future financial years.
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37. Prior period error
During the financial year ended 30 June 2010, a subsidiary in the Group uncovered an error in its assessment of
deferred tax liabilities and assets and the recognition of a portion of the change in fair value of biological asset
revenue recognised in 2008 that should have been recognised in 2007 .

Accordingly, the prior period’s results have been restated to reflect the impact of these adjustments. This accounting
adjustment has no impact on the cash flows of the group.

The net impact of the adjustment is as follows:

30 June 2009 Adjustment Revised | 30 June 2008 Adjustment Revised
(as previously 30 June 2009 | (as previously 30 June 2008
reported) reported)
Income
Statement
Sales Revenue - - - 28,754 (1,143) 27,611
Tax (1,817) 1,383 (434) (641) 480 (161)
Net Profit (25,043) 1,383 (23,660) 4,857 (663) 4,194
attributable to
members of the
Parent entity
Statement of
financial
position
Deferred tax 1,891 (1,863) 28 622 (480) 142
liability
Retained (21,338) 1,863 (19,475) 2,424 480 2,904
earnings
1 July 2007 Adjustment Revised
(as previously 1 July 2008
reported)
Opening retained earnings (2,433) 1,143 (1,290)
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38. Company Details

The registered office of the company is
Mission NewEnergy Limited

Tempo Offices

Unit B9, 431 Roberts Road

Subiaco, WA 6008, Australia

The principal places of business are:

Australia Mission NewEnergy Limited
Head Office

Unit 217, 396 Scarborough Beach Road
Osborne Park, WA 6017, Australia

Malaysia Mission Biofuels Sdn Bhd
C-26-05, Dataran 32
No. 2, Jalan 19/1
46300 Petaling Jaya
Selangor Darul Ehsan
Malaysia

Mission Biotechnologies Sdn Bhd
C-26-05, Dataran 32

No. 2, Jalan 19/1

46300 Petaling Jaya

Selangor Darul Ehsan

Malaysia

Mauritius Mission Agro Energy Limited
2nd Floor, Fairfax House
21, Mgr Gonin Street
Port Louis
Republic of Mauritius

India Mission Biofuels (India) Pvt Ltd
Shops nos. 1,2,3
Sun heights, Ground floor
Gandhingar bridge
Adi shankaracharyya marg
Powai, Mumbai
Maharashtra
India, 400 076

Mission Agro Diesel (India) Pvt Ltd
608 Powai Plaza,

Hiranandani Business Park

Powai, Mumbai - 400076,

India
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Mission NewEnergy Limited and Controlled Entities
(ABN 63 117 065 719)

In the opinion of the Directors of Mission NewEnergy Ltd (the company):

1. the financial statements and notes, set out on pages 31 to 79, are in accordance with the Corporations Act 2001,
including:

a. complying with Australian Accounting Standards (including Australian Accounting Interpretations); and

b. giving a true and fair view of the financial position of the group as at 30 June 2010 and of it's performance, for
the year ended on that date, and

¢ the financial report also complies with International Financial Reporting Standards as disclosed in note 2.

2. the Directors have been given the declarations required by section 295A of the Corporations Act 2001 from the
Managing Director and Finance Director/Chief Finance Officer for the financial year ended 30 June 2010.

3. in the director’s 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.

Nathan Mahalingam
Managing Director

Dated: 17 September 2010
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L» GrantThornton

Grant Thornton Audit Pty Ltd
ABN 94 269 609 023

10 Kings Park Road
West Perth WA 6005
PO Box 570

West Perth WA 6872

T +61 8 9480 2000

F +61 89322 7787

E admin@gtwa.com.au

W www.grantthornton.com.au

Independent Auditor’s Report
To the Members of Mission NewEnergy Limited

Report on the financial report

We have audited the accompanying financial report of Mission NewEnergy Limited (the ‘Company’), which comprises
the statement of financial position as at 30 June 2010, and the statement of comprehensive income, statement of
changes in equity and statement of cash flows for the year ended on that date, a summary of significant accounting
policies, other explanatory notes to the financial report and the directors’ declaration of the consolidated
entity comprising the Company and the entities it controlled at the year’s end or from time to time during the financial
year.

Directors’ responsibility for the financial report

The directors of the Company are responsible for the preparation and fair presentation of the 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 controls relevant to the
preparation and fair presentation of the financial report that are 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. The directors also state, in the notes to the financial report, in accordance with
Accounting Standard AASB 101 Presentation of Financial Statements, that compliance with the Australian equivalents
to International Financial Reporting Standards ensures that the financial report, comprising the financial statements
and notes, complies with International Financial Reporting Standards.

Auditor’s responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We conducted our audit in
accordance with Australian Auditing Standards which require us to comply with relevant ethical requirements relating
to audit engagements and plan and perform the audit to obtain reasonable assurance whether the financial report is
free from material misstatement.

Grant Thornton Australia Limited is a member firm within Grant Thornton International Ltd. Grant Thornton International Ltd and the member firms are not a worldwide partnership.
Grant Thornton Australia Limited, together with its subsidiaries and related entities, delivers its services independently in Australia.

Liability limited by a scheme approved under Professional Standards Legislation
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An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
report. The procedures selected depend on the auditor’s judgement, including the assessment of the risks of material
misstatement of the financial report, whether due to fraud or error.

In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial report in order to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by
the directors, as well as evaluating the overall presentation of the financial report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Electronic presentation of audited financial report

This auditor’s report relates to the financial report of Mission NewEnergy Limited and its controlled entities for the
year ended 30 June 2010 included on the Company’s web site.

The Company'’s directors are responsible for the integrity of its web site. We have not been engaged to report on the
integrity of the Company’s web site. The auditor’s report refers only to the statements named above. It does not
provide an opinion on any other information which may have been hyperlinked to/from these statements. If users of
this report are concerned with the inherent risks arising from electronic data communications they are advised to refer
to the hard copy of the audited financial report to confirm the information included in the audited financial report
presented on this web site.

Independence

In conducting our audit, we have complied with the independence requirements of the Corporations Act 2001.
Auditor’s opinion

In our opinion:

a the financial report of Mission NewEnergy Limited is in accordance with the Corporations Act 2001, including:

i giving a true and fair view of the consolidated entity’s financial position as at 30 June 2010 and of its performance
for the year ended on that date; and

ii complying with Australian Accounting Standards (including the Australian Accounting Interpretations) and the
Corporations Regulations 2001; and

b the financial report also complies with International Financial Reporting Standards as disclosed in the notes to the
financial statements.

Significant uncertainty regarding the carrying value of receivables in feedstock business

Without qualification to our opinion above, we draw attention to Notes 5 and 32 to the financial report regarding the
credit risks associated with the receivables aggregating $6.4 million arising from the sale of saplings by a subsidiary
company to the contracted farmers in India and the estimates and assumptions used to assess the recoverability of
the receivables. The amounts due on the sale of saplings become a debt due at call under the terms of the Demand
Cum Delivery Note, or can be recovered from amounts payable on the future purchase of jatropha seeds produced
by the farmers under the Contract Farming Agreements.
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The subsidiary company also has in place memorandums of understanding with a number of financial institutions to
provide loans to farmers to settle the debts due on the sapling sales and/or to finance the farmers’ ongoing agricultural
activities. The financing arrangements have not progressed significantly due to various logistical issues and therefore,
the extent to which the farmers will use/ will be able to use these financing facilities cannot be determined. The
subsidiary company has classified debts due from farmers who have completed financing applications as current
receivables and all others as non-current. Debts that are not recovered immediately through the bank financing
arrangements are planned to be recovered through the offset against future purchase of adequate quantities of jatropha
seeds from the farmers within the next five years.

The estimates and assumptions regarding the recoverability of receivables and the timing of settlement of the receivables
have a significant risk of being different to actual outcomes, due to change in the economic, market and agricultural
conditions and / or the events outlined above which may result in the carrying value of the receivables significantly
exceeding their recoverable amounts.

Significant uncertainty regarding the carrying value of the Parent Entity’s investment and loan in feedstock subsidiary

Without qualification to our opinion above, we draw attention to Note 5 to the financial report regarding the existence
of uncertainties regarding the future profits and cash flows of the subsidiary casting significant doubt on the recoverability
of the parent company’s investment and loan advanced to the subsidiary which aggregate to $20.9 million in value
at 30 June 2010.

Significant uncertainty regarding continuation as a going concern

Without qualifying our opinion, we draw attention to the statement of comprehensive income in the financial report
which indicates that the consolidated entity incurred a net loss of $93.5 million during the year ended 30 June 2010
and, as of that date, the consolidated entity’s total liabilities exceeded its total assets by $25.4 million. These conditions,
along with other matters as set forth in Note 5(b), indicate the existence of a significant uncertainty which may cast
significant doubt about the consolidated entity’s ability to continue as a going concern.

Report on the remuneration report

We have audited the Remuneration Report included in pages 20 to 25 of the directors’ report for the year ended
30 June 2010. The directors of the Company are responsible for the preparation and presentation of the Remuneration
Report in accordance with section 300A of the Corporations Act 2001. Our responsibility is to express an opinion on
the Remuneration Report, based on our audit conducted in accordance with Australian Auditing Standards.

Auditor’s opinion on the remuneration report

In our opinion, the Remuneration Report of Mission NewEnergy Limited for the year ended 30 June 2010, complies
with section 300A of the Corporations Act 2001.

Gt Tt

GRANT THORNTON AUDIT PTY LTD
Chartered Accountants

Il

M J Hillgrove
Director — Audit & Assurance
Perth, 17 September 2010
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Twenty largest shareholders as at 14 September 2010

Name Units % of Units
CITICORP NOMINEES PTY LIMITED 128,074,353 45.64
HSBC CUSTODY NOMINEES (AUSTRALIA) LIMITED 52,858,950 18.84
MISSION EQUITIES SDN BHD 24,647,840 8.78
TIGER GLOBAL INVESTMENT PARTNERS Il LP 16,000,000 5.70
NATIONAL NOMINEES LIMITED 11,899,987 4.24
NU EQUITY SOLUTIONS SDN BHD 7,042,240 2.51
MR NATHAN MAHALINGAM 2,666,666 0.95
RETRO ENERGY SDN BHD 2,521,120 0.90
MR PARANTAMAN RAMASAMY 2,501,400 0.89
MR WAYNE ALLAN MASTERTON + MRS ROSLYN JOYCE MASTERTON 2,104,006 0.75

<THE MASTERTON S/F A/C>

MR JAMES GARTON 2,069,166 0.74
MR GUY BURNETT 2,066,666 0.74
JP MORGAN NOMINEES AUSTRALIA LIMITED <CASH INCOME A/C> 2,040,189 0.73
HSBC CUSTODY NOMINEES (AUSTRALIA) LIMITED-GSCO ECA 1,487,225 0.53
MERRILL LYNCH (AUSTRALIA) NOMINEES PTY LIMITED 1,055,045 0.38
ANZ NOMINEES LIMITED <CASH INCOME A/C> 951,675 0.34
BREMERTON PTY LTD <THE BARTLETT FAMILY FUND A/C> 791,603 0.28
MR KARTHIK SARMA 600,000 0.21
MR CLIVE BROWN + MRS CYNTHIA MARGARET BROWN 550,000 0.20

<CLIVE BROWN FAMILY A/C>

TERRA DEVELOPMENTS PTY LTD 522,500 0.19
<TERRA SUPER FUND NO 2 A/C>

TOTAL 262,450,631 93.54
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Distribution of equity securities as at 14 September 2010

Range Total holders Units
1-1,000 164 117,139
1,001 - 5,000 356 1,067,458
5,001 - 10,000 159 1,359,587
10,001 - 100,000 236 8,307,814
100,001 - 999,999,999 55 269,742,234
Rounding

Total 970 280,594,232

There were 328 holders of 412,794 ordinary shares which were less than a marketable parcel of ordinary shares. A
marketable parcel of shares is a value of less than $500.00.

Voting rights
Ordinary fully paid shares carry voting rights of one vote per share.
Substantial Holders

The names of the substantial shareholders in the holding company’s register at 14 September 2010 are set out below:

Name Units

SOUTH FERRY #2 LP, ITS GENERAL PARTNERS ABRAHAM WOLFSON AND AARON 25,292,371
WOLFSON, AND ITS PORTFOLIO MANAGER MORRIS WOLFSON

MCDERMOTT INDUSTRIES LTD 50,000,000

TIGER GLOBAL INVESTMENT PARTNERS Il LP 16,000,00
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