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DIRECTORS’ REPORT

Your directors submit their report for the half-year ended 31 December 2008.
DIRECTORS

The names of the Company’s directors in office during the half-year and until the date of this
report are as below. Directors were in office for this entire period unless otherwise stated.

Mr Phillip Jackson (Chairman)

Dr Robert Taylor (Executive Director)

Mr Garry O’Hara (Executive Director)

RESULTS

The operating loss for the Company for the half-year ended 31 December 2008 was $1,805,866, of
which $1,226,976 related to exploration expenditure expensed including expansion of the Company’s
tenement portfolio.

REVIEW OF OPERATIONS

Corporate

During the half-year, Desert Energy carried out a major cost review aimed at reducing overheads and
increasing operational efficiency. Part of the efficiency drive was to encourage personnel, including
directors, to take lower fees in return for share options. A cut of 25% in fees paid to the Directors and
significant cuts to other personnel was accepted.

The Company has large ground holdings, and will continue to focus exploration on its core tenement
holdings, and relinquish tenements and tenement applications which fall outside its criteria in the
current share market and economic environment.

Operations

Old Station West Project

Desert Energy’s Old Station West Project is located about 150km southwest of the Yeelirrie uranium
deposit located in the northeast Yilgarn region of central Western Australia. The focus of the project is
a pronounced 20km long uranium channel radiometric anomaly identified in an aerial survey flown for
Desert Energy in early 2008.

The first round of aircore drilling was completed in November 2008 over the eastern half of the
radiometric anomaly. A total of 148 holes were drilled for 2,960m with an average hole depth of 20m.

Large volumes of calcrete were intersected with maximum calcrete thicknesses up to 24m and width
up to 2km, in what is evidently a large paleo-drainage channel.
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The drilling delineated an east-west zone of over 40ppm U3Og (in 4m composite samples) up to
500m wide, open to the west across the tenement boundary where the radiometric anomaly continues
and strengthens in intensity for a further 10km through Desert Energy’s exploration licence
application ELA58/368. This area has not yet been drill tested.

Downs East Project

Desert Energy’s Downs East project is located 60km northwest of the Yeelirrie uranium deposit in the
northeast Yilgarn region of central Western Australia.

During the half-year, the Company conducted a 324 hole aircore drilling program at Downs East for a
total of 4,797 metres. Drilling delineated a zone of +20ppm uranium (maximum 60ppm uranium),
which may trend to the south towards a wide area of sand cover. This was the first test of the area.

A relatively small part of the prospective drainage system was tested and the Company plans to follow
up with further drilling upon tenement and statutory approvals.

The Exploration Model and Tenement Update

The identification of uranium-bearing calcrete in an area of widespread soil and sand cover gives
further weight to Desert Energy’s exploration model which is to focus on areas hidden under cover in
similar interpreted geological settings to that of the Yeelirrie deposit.

Old Station West was the second drill campaign undertaken by Desert Energy, the first being Downs
East. Both campaigns identified calcrete-hosted uranium mineralisation under sand and soil cover and
represent only a small part of the Company’s portfolio of uranium-channel radiometric targets for
calcrete-hosted uranium mineralisation.

Desert Energy has applied for a series of new exploration licences in the Yeelirrie area in the north-
east Yilgarn region, whilst rationalising applications and tenements at Lyons River, Yaragner, Cream,
Robinson Range, Mystery-Talering and Pickano-Perenjori, which do not meet its current criteria.

The Company plans to increase in the number of targets for drilling in 2009. The aim is to test these
efficiently with wide spaced scout drilling to identify Yeelirrie style uranium mineralisation.

AUDITOR’S INDEPENDENCE DECLARATION

The auditor’s independence declaration under Section 307C of the Corporations Act 2001 is
included within this interim financial report.

Signed in accordance with a resolution of the directors.

Robert Taylor
Director
9 March 2009
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INCOME STATEMENT
FOR THE HALF-YEAR ENDED 31 DECEMBER 2008

Company
Note 31 December 31 December
2008 2007
$ $
Revenue 2(i) 172,176 192,975
Exploration expenditure (1,226,976) (835,106)
Administration expenditure 2(ii) (751,066) (1,708,910)
Loss before income tax (1,805,866) (2,351,041)
Income tax expense - -
Loss attributable to members of the Company (1,805,866) (2,351,041)
Basic loss per share (2.20) cents (3.33) cents
Diluted loss per share (2.20) cents (3.33) cents

The above income statement should be read in conjunction with the accompanying notes.
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BALANCE SHEET
AS AT 31 DECEMBER 2008

ASSETS

Current Assets

Cash and cash equivalents
Trade and other receivables
Other current assets

Total current assets

Non Current Assets

Deferred exploration and evaluation expenditure
Plant and equipment

Total non current assets

Total Assets

LIABILITIES

Current Liabilities
Trade and other payables
Total current liabilities

Total Liabilities
Net Assets

EQUITY

Issued capital
Reserves
Accumulated losses
Total Equity

The above balance sheet should be read in conjunction with the accompanying notes.

Company
31 December 30 June
2008 2008
$ $
4,801,626 6,473,890
235,601 257,684
9,716 10,002
5,046,943 6,741,576
357,042 386,099
357,042 386,099
5,403,985 7,127,675
190,930 441,868
190,930 441,868
190,930 441,868
5,213,055 6,685,807
8,338,196 8,338,196
1,824,503 1,491,389
(4,949,644) (3,143,778)
5,213,055 6,685,807
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CASH FLOW STATEMENT

FOR THE HALF-YEAR ENDED 31 DECEMBER 2008

Cash flows from operating activities
Other payments to suppliers

Payments for exploration expenditure
Interest received

Net cash outflow from operating activities

Cash flows from investing activities
Payments for purchases of plant and equipment

Net cash outflow from investing activities

Cash flows from financing activities
Proceeds from issue of shares
Payments of share issue costs

Net cash inflow/(outflow) from financing activities

Net increase/(decrease) in cash and cash
equivalents

Cash and cash equivalents at the beginning of the
half-year

Cash and cash equivalents at the end of the half-
year

Company
31 December 31 December
2008 2007
$ $

(591,184) (297,135)
(1,213,827) (825,047)

184,104 168,190
(1,620,907) (953,992)
(44,577) (129,480)
(44,577) (129,480)

- 8,000,000
(6,780) (397,083)

(6,780) 7,602,917

(1,672,264) 6,519,445

6,473,890 10,001

4,801,626 6,529,446

The above cash flow statement should be read in conjunction with the accompanying notes.
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STATEMENT OF CHANGES IN EQUITY
FOR THE HALF-YEAR ENDED 31 DECEMBER 2008

At 1 July 2007

Loss for the period
Expense of share option
Issue of share capital
Expense of share issue

At 31 December 2007

At 1 July 2008

Loss for the period

Share based payments

Expense of share based payments

At 31 December 2008

Issued Accumulated Reserves Total
Capital Losses
$ $ $ $

10,001 (65,534) - (55,533)
(2,351,041) - (2,351,041)

- - 1,388,140 1,388,140

8,000,000 - - 8,000,000
(397,083) - - (397,083)

7,612,918 (2,416,575) 1,388,140 6,584,483

8,338,196 (3,143,778) 1,491,389 6,685,807
- (1,805,866) - (1,805,866)

- 335,124 335,124
- (2,010) (2,010)

8,338,196 (4,949,644) 1,824,503 5,213,055

The above statement of changes in equity should be read in conjunction with the accompanying

notes.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED 31 DECEMBER 2008

NOTE 1 - BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT

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

The half-year financial report should be read in conjunction with the annual financial report of
Desert Energy Limited as at 30 June 2008.

It is also recommended that the half-year financial report be considered together with any public
announcements made by Desert Energy Limited during the half-year ended 31 December 2008 in
accordance with the continuous disclosure obligations arising under the Corporations Act 2001.

(@) Basis of accounting

The half-year consolidated financial report is a general-purpose financial report, which has been
prepared in accordance with the requirements of the Corporations Act 2001 and AASB 134 “Interim
Financial Reporting”. Compliance with AASB 134 ensures compliance with International Financial
Reporting Standard 1AS134 “Interim Financial Reporting’.

The half-year financial report has been prepared on the accruals basis and is based on historical cost
modified for financial assets and liabilities for which the fair value basis of accounting has been
applied.

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

(b) Significant Accounting Policies

The accounting policies and methods of computation adopted in the preparation of the half-year

financial report are consistent with those adopted and disclosed in the Company’s annual financial
report for the year ended 30 June 2008.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED 31 DECEMBER 2008

31 December 31 December

2008 2007
$ $
NOTE 2 - REVENUE AND EXPENSES
Loss before income tax expense includes the following
revenue and expenditure, the disclosure of which is
relevant to explaining the performance of the Company.
(i) Revenue
Interest revenue from other persons 172,176 192,975
172,176 192,975
(i)  Administration expenditure
Consulting 282,015 154,380
Facility charges 42,000 31,839
Depreciation 54 4,879
Insurance and legal 17,960 38,254
Securities exchange and registry fees 27,400 24,447
Share based compensation 335,124 1,388,140
Other expenses 46,513 66,971
Total administration expenditure 751,066 1,708,910
NOTE 3 - EQUITY SECURITIES ISSUED
Shares Listed Option  Unlisted Options
At 1 July 2008 82,271,001 20,566,700 14,840,000
Issue of share capital - - -
Issue of options - - 9,932,500
At 31 December 2008 82,271,001 20,566,700 24,772,500

16 Jul 2008 — 780,000 share plan options issued, exercise price 35cents, expire 30 Nov 2012;

30 Jun 2008 — 30,000 share plan options issued, exercise price 35cents, expire 31 May 2013;

17 Nov 2008 — 100,000 share plan options cancelled, exercise price 35cents, expire 31 May 2013;
17 Nov 2008- 150,000 share plan options cancelled, exercise price 35 cents, expire 30 Nov 2012;
17 Nov 2008 - 177,500 share plan options cancelled, exercise price 31cents, expire 30 Nov 2012;
28 Nov 2008 - 7,500,000 directors options issued, exercise price 50cents, expire 28 Oct 2015; and
28 Nov 2008 - 2,050,000 consultant options issued, exercise price 50cents, expire 28 Nov 2011.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED 31 DECEMBER 2008

NOTE 4 - SEGMENT INFORMATION

The Company operates predominately in one industry. The principal activity is uranium exploration
and prospecting.

The Company operates entirely in Australia.

NOTE 5 - COMMITMENTS FOR EXPENDITURE

In order to maintain the mineral covenants in which the Company and other parties are involved, the
Company is committed to fulfil the minimum annual expenditure conditions under which the
covenants are granted. Since the last reporting date, there has been no material change to these
commitments.

NOTE 6 - EVENTS OCCURRING AFTER BALANCE DATE

To the best of the Directors’ knowledge and belief there have been no material items, transactions or
events subsequent to 31 December 2008 which, although they do not relate to conditions existing at
that date, have not been dealt with in this report and which would cause reliance on the information
shown in this report to be misleading.

NOTE 7—- CONTINGENT LIABILITIES

Since the last annual reporting date there has been no material change of any contingent liabilities or
contingent assets.
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DIRECTORS’ DECLARATION

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

@) the financial statements and notes:

(1) give a true and fair view of the Company’s financial position as at 31 December 2008
and the performance for the half-year ended on that date; and

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

(b) there are reasonable grounds to believe that the Company will be able to pay its debts as and

when they become due and payable.

On behalf of the Board

Robert Taylor
Director

Perth, 9 March 2009.
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RSM Bird Cameron Partners

Chartered Accountants

8 St Georges Terrace Perth WA 6000
GPO Box R1253 Perth WA 6844
T+61892619100 F +61 89261 9101
www.rsmi.com.au

INDEPENDENT AUDITOR’S REVIEW REPORT
TO THE MEMBERS OF
DESERT ENERGY LIMITED

Report on the Half-Year Financial Report

We have reviewed the accompanying half-year financial report of Desert Energy Limited (the company) which
comprises the income statement, balance sheet, statement of changes in equity, cash flow statement,
accompanying notes to the financial statements and directors’ declaration for the half-year ended 31 December
2008.

Directors’ Responsibility for the Half-Year Financial Report

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

Auditor’s Responsibility

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

— giving a true and fair view of company’s financial position as at 31 December 2008 and its performance for
the half-year ended on that date; and

— complying with Accounting Standard AASB 134 Interim Financial Reporting and the Corporations
Regulations 2001.

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

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

Liability limited by a Major Offices in: RSM Bird Cameron Partners is an
scheme approved under Perth, Sydney, Melbourne, independent member firm of RSM i
Professional Standards Adelaide and Canberra International, an affiliation of independent Endorsed

Gompany

Legislation ABN 36 965 185 036 accounting and consulting firms. o ey




Independence

In conducting our review, we have followed applicable independence requirements of the Corporations Act
2001.

Conclusion

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

(a) giving a true and fair view of the company’s financial position as at 31 December 2008 and of its
performance for the half-year ended on that date; and

(b) complying with Accounting Standard AASB 134 Interim Financial Reporting and Corporations
Regulations 2001.

Rsm Ricd Cameron Partncry

RSM BIRD CAMERON PARTNERS
Chartered Accountants

|
=

Perth, WA T PHONG
Dated: q March 2009 Partner




RSM Bird Cameron Partners

Chartered Accountants

8 St Georges Terrace Perth WA 6000
GPO Box R1253 Perth WA 6844
T+618 9261 9100 F +61 8 9261 9101
www.rsmi.com.au

AUDITOR’S INDEPENDENCE DECLARATION
TO THE DIRECTORS OF DESERT ENERGY LIMITED

As lead auditor for the review of the financial report of Desert Energy Limited for the half-year ended
31 December 2008, T declare that to the best of my knowledge and belief, there have been no contraventions of:

6)] the auditor independence requirements of the Corporations Act 2001 in relation to the review; and

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

Rsm Rid Cameron ?arh\urs

RSM BIRD CAMERON PARTNERS
Chartered Accountants

e
I:}

Perth, WA T PHONG

Dated: qQ maveh 2009 Partner

Liability imited by a Major Offices in: RSM Bird Cameron Partners is an g
scheme approved under Perth, Sydney, Melbourne, independent member firm of RSM e
Professional Standards Adelaide and Canberra International, an affiliation of independent Endorsed
Legislation ABN 36 965 185 036 accounting and consulting firms. sy gy
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