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ITEM 1. DESCRIPTION OF BUSINESS

Information Regarding Forward Looking Statements
Flex Fuels Energy, Inc. (“Flex Fuels” "we" ,“us™ , "our") (formerly Malibu Minerals, Inc.) has made forward-looking statements (within the meaning of the
Private Securitics Litigation Reform Act of 1995) in this Annual Report on Form 10-KSB (the “Annual Repont™) that are not historical facts are "forward-looking
statements” which can be identified by the use of terminology such as “estimates,” "projects,” "plans,” "believes,” "expects,” "anticipates,” "intends,” or the negative
or other variations, or by discussions of strategy that involve risks and uncertaintics, We urge you to be cautious of the forward-looking statements. that such
statements, which are contained in this Annual Report, reflect our current beliefs with respect to future ¢vents and involve known and unknown risks, uncertainties
and other facters affecting our operations, market growth, mincral claims, mineral cxploration activities and licenses. No assurances can be given regarding the
achicvement of future results, as actual results may differ materially as a result of the risks we face, and actual events may differ from the assumptions underlying
the statements that have been made regarding anticipated events. Factors that may cause actual results, our performance or achicvements, or industry results, to
differ materially from those contemplated by such forward-looking statements include without limitation:

1. Qur ability to successfully attract and retain management;

2. Our ability to successfully engage in mineral exploration activities;

3. The intensity of competition; -

4. Fluctuations in the price of oilsced feedstocks, products thereof (including biediesel), gold and other minerals;
5. Regulation and changes in regulation by federal and provincial govemments in territories where we operate;
6. Cur ability to successfully integrate, if at all, our alternative fuel operations; and

7. General economic conditions that affect our industry or the global environment in which we operate.

Organizational History

Flex Fuels was incorporated in the State of Nevada on March 10, 2006, to engage in the business of exploration and discovery of gold, minerals, mineral
deposits and reserves. Flex Fuels has staked one mineral claim containing eight ce!l claim units totaling 165.685 hectares. Throughout this Annual Report, we refer
to these mining claims as the “Malibu Gold Mine Property” or “Malibu Gold Property”. Flex Fuels purchased the Malibu Gold Property in March of 2006. The
Malibu Gold Property is located approximately 110 km northwest of Vancouver, British Columbia, and 75 km north of Sechelt, BC. The property is situated on the

south side of Queen’s Reach on upper Jervis Inlet, at the entrance to Princess Louisa Inlet. Access to the property is available via plane from Vancouver or Sechelt,
or by boat from Egmont or Pender Harbor on the Sechelt Peninsula.

During the fourth quarter of our 2006 fiscal year, for the purpose of diversifying our business, acquiring capital, gaining greater access to the capital markets
and with the assistance of newly acquired capital promotion of Flex Fuels business of exploration and discovery of gold, minerals, mineral deposits and reserves,
Flex Fuels entered into the Agreement with Flex Fuels Energy Limited (“FFE Ltd™) and the Stockholders of FFE Ltd as more fully described below.,

Flex Fuels is currently engaged in two sectors:

- developing our business of manufacturing and distributing biodiesel products through our wholly owned subsidiary, FFE Ltd.
- the exploration and discovery of gold, minerals, mineral deposits and reserves through our Malibu Gold operation,

[ May of 2007, Flex Fuels authorized and affected a dividend in the form of Commaon Stock, whereby each stockholder of record of Flex Fuels as of the
cnd of the business day on May 21, 2007, received five shares of common stock, in exchange for one share of existing common stock held.

In November of 2006, Flex Fuels filed a Form 211 application with the NASD in order to obtain its approval for the listing and quotation of Flex Fuels
common stock on the Over-The-Counter Bulletin Board (the “OTCBB™). In May of 2007, the NASD declared that it had no further comments on the Application
and assigned a symbol of “MLBU.OB" to Flex Fuels (formerly named Malibu Minerals, [nc) common stock. Following the renaming of the Company as Flex Fuels
Energy, Inc, which the NASD declared effective on July 16, 2007, Flex Fuels shares are now quoted on the OTCBB under the symbol “FXFL.OB".

Our fiscal year end is December 31.
Acquisition of FFE Ltd

On May 29, 2007 (the “Closing Date™) Flex Fuels, pursuant to the terms of the acquisition agreement (the *Agreement™), and as amended via the terms of
the addendum to the agreement dated May 25, 2007 (the “Addendum”), entered into by the Company and FFE Ltd, a development stage company formed under
the laws of England and Wales, the stockholders of FFE Ltd (collectively the “Stockholders™) and the individuals signatories thereto, as previously reperted by the
Company in its Current Report on Form 8-K filed with the United States Securities and Exchange Commission (the “SEC™), for the purpose of diversifying the
Company's business, the Company acquired the remaining 85% of the entire authorized share capital (the “Shares™) of FFE Ltd (the “Acquisition™. As
consideration for the acquisition of the Shares, we issued an aggregate of 24,854,477 shares (the “Consideration Shares™) of our Commeon Stock, $0.001 par value
to the stockholders of FFE Ltd (the “Stockholders™). Furthermore, as pan of the Acquisition, the Company completed a Financing (as defined below) and provided
funds in the amount of $11,800,000 to FFE Ltd out of the Proceeds (as defined below) obtained from the Financing. As a result of the Acquisition, there were
64,443,403 shares of the Company's Common Stock issued and outstanding post Acquisition and FFE Lid became a wholly-owned subsidiary of the Company.

Pursuant to the Agreements, each of the Stockholders agreed not to dispose of any of the Consideration Shares reccived by them for a period of two years
from the Closing Date. Furthermore, among other things, pursuant to the Agreements the Company delivered Voting Trust Agrecments entered into by the
stockholders of the Company holding in aggregate approximately 11.5% of the issued and outstanding shares of the Company’s Common Stock prior to the Closing
Date (*[1.5% Stockholders™) which provide that during the 12 months from the Closing Date (i) 11.5% Stockholders agree not to dispose any of the shares held by
them, and (i} the voting rights atached to the shares subject to the Voting Trust Agreements, a total of approximately 7,384,227 shares of Common Stock shall be
exclusively excrcised in accordance with the written directions of a majority of the directors of the Company then in place.




In addition, the Agreement provides that on Completion and for & twenty four month period thereafter sharcholders of the Company {excluding the FFE Lid
sharcholders) holding in the aggregate not less than 25% of the total issued share capital of the Company shall have the right to nominate, appoint and remove two
directors to the board of directors of the Company. Further, during the twelve month period each of the FFE Ltd sharcholders (holding in the aggregate at least
38% of the total issucd sharc capital of the Company post transaction} agree to exercise all votes exercisable by cach of them as a director and/or sharcholder of the
Company in favor of the appointment as directors of the Company as shal! be nominated by the shareholders of the Company.

Further, pursuant to the Voting Trust Agrcement to be entered into, the stockholders will be agrecing 1o grant the trustee the power to vote their shares in
accordance with the majority of the votes cast by the Directors on a particular matter at a meeting of the Directors at which a majority of the Directors is present in
person or by proxy, with cach Director entitied to one vote,

The acquisition of FFE Ltd has been accounted for using the purchase method of accennting and, accordingly, the assets acquired and liabilities assumed
have been recorded at their fair values as of the date of the acquisition. The excess of the purchase price over the fair value of the assets acquired and liabilitics
assumed has been recorded as cxcess of purchase price over net assets acquired on the accompanying balance sheet. The fair vatue of any separately identifiable
intangible assets and the excess of purchase price over net asscts has been basced on an independent valuation by Intangible Business Limited.

FFE Ltd Purchase Price Allocation on Acquisition:

$
Minority Interest scquired : . TR . S 774,000 °
Excess of Purchgsc Price over Net Assets Acquired N i ‘ — . . 21,595,000
- C ‘ o TS 22,369,000

Previously, on December 29, 2006 we acquired 15 % of FFE Ltd. In consideration for the shares of FFE Ltd’s common stock acquired we paid
$1,500,000.

As the Company had determined that FFE Ltd was a Variable Interest Entity under FIN46R “Consalidation of Variable Interest Entitics™ the balance sheet
and cesults of FFE Ltd were consolidated with the Company’s balance sheet and results. The determination was based on the basis that although the Company
acquired a 15% holding in FFE Ltd the Company provided all of the initial capital for the operations of FFE Lid and therefore took on risks in excess of its
percentage holding or voting rights. The investment of 15% of FFE Lid has been accounted for using the purchase method of accounting and, accordingly, the
asscts acquired and liabilities assurned have been recorded at their fair values as of the date of the acquisition,

FFE Lid Purchase Price Allocation on Acquisition of 15% holding:

$
_. 217,000]

Minority Iterest sequired” . 0 . oo . -

Excess of Purchase Price over Net

Assets Acquired 7 o 1,303,000
' [ | S . 51520000

Under United States Generally Accepted Accounting Principles (“GAAP") where the acquired company is a “development stage™ enterprise then any Excess of
Purchase Price over Net Assets Acquired is expensed at the time of acquisition.

The Financial Accounting Standards Board (“FASB™) has provided guidelines as to identifying a “development stage™ cnterprise:

“an enterprise shall be considered to be in the development stage if it is devoting substantially all of its efforts to establishing a new business and either of the
following conditions exists:

a) Planned principal operations have not commenced.

b) Planned principal operations have commenced, but there has been no significant revenue there from.

A development stage enterprise will typically be devoling most of its effonts to activities such as financial planning; raising capital; exploring for natural resources;
developing natural resources; research and development; establishing sources of supply; acquiring property, plant, equipment, or other operating assets, such as
mineral rights; recruiting and training personnel; developing markets; and starting up production.™

The Company has determined that FFE Lid is a development siage company and therefore the Excess of Purchase Price over Net Assets Acquired of $21,595,000
has been expensed in the Fiscal 2007 and $1,303,000 was expensed in Fiscal 2006.




Busin erview

FFE Ltd
FFE Ltd, a development stage company, was formed on November 26, 2006 undcr the laws of England and Wales.

FFE Ltd is headquartered in London, England. FFE Ltd plans to construct, own and manage sced processing facilitics, refineries producing biodiesel
products (and associated power generation facilitics if commercially desirable) and to cngage in the business of supplying and distributing biodiesel products. FFE
Ltd further plans to specizalize in the conversion of oil sced bearing crops 10 cnergy. FFE Lid is comprised of the following core business areas aimed at a vertically
integrated strategy to realize maximum value from the energy crop supply chain;

Flex Fuel Farming “FFF" - The purchase or production of raw feedstock necessary for the production of vegetable oils;

Flex Fuel Crush “FFC" - The treatment of feedstock to produce the oils necessary to the production of Biodiesel. This company will also scck to own a combined
heat and power plant for onsite energy requirements.

Flex Fuel Refineries “FFR” - The rcfining and conversion of feedstock oils into biodiesel products;

Flex Fuel Biomass "FFB" - Electrical power generation from the oil cake derived from the oil sced crush process (and potentially OSR straw)

Flex Fuel Trading “FFT" - The purchase of raw materials and sale of bicdiese] products

FFE Ltd has incurred operating losses since inception and has generated no revenues from continuing operations. As a result, FFE Ltd has generated
negative cash flows from operations and has an accumulated deficit at December 31, 2007. Flex Fuels, and FFE Ltd as its wholly owned subsidiary, are currently
sceking additional funding. While Fiex Fuels and FFE Ltd are optimistic and believe appropriate actions are being taken, there can be no assurance that
management's ¢fforts will be successful or that the products of Flex Fuels and/or FFE Ltd develop and markets will be accepted by consumers.

FFE Ltd Strategy

FFE Lid's goal is to deliver a number of high yielding renewable cnergy projects that logically fit into a vertically integrated structure. The overarching
principal is for FFE Lid to manage (directly or indirectly) the biofuel supply chain from “farm to fuel”. Currently, FFE Ltd is negotiating United Kingdom oil seed
rape supply which is expected to form a reliable contracted base line supply of oil seed that can be crushed to produce high quatity oil for the refinery business, The
seed will form the base line supply for the crush plant and refinery in combination with offshore swing oils to improve margins. FFE Lld is also evaluating oil sccd
production in Eastern Europe and other sustainable feed-stocks es feedstock options. Ultimately, the Company’s management believes that the United Kingdom
energy market provides significant incentives for renewable sources of energy and this would allow for advantageous contracts to be formed which would underpin

FFE Lid’s project economics.
Indus erview
Eurgpean Diesel Market

The chart below shows how the market share of diesel powered cars in Western Europe has increased since (990. This rend would suggest that the EU
Biofuels Dirsctive will be met predominantly from biodiesel as opposed to bio-cthanol by 2010,

Dicse! Share of New Car Registrations in Western Europe 1990-2007
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Eurcpean nited Kingdom Biuvdi r

The EU Biofucls Directive requires all member states to set indicative targets for biofuel sales in 2005 and 2010 against reference values of 2% and §.75%
(bascd on cnergy content) respectively. The majotity of member states have now sct their target and as such the European biodiesel demand is expected to grow
significantly over the next 5 years, It is anticipated that demand could reach well in cxcess of 10 million tonnes/annum by 2010 compared with an cstimated
European production capacity of 4.89 million tonnes in 2006 (source: European Biodicsel Board, July 2007).

Current UK Market Size,

The UK Diesel Engine Road Vehicle {“DERV™) consumption in 2006/07 was put at around 20.1 million tonnes by Her Majesty's Revenue and Customs
("HMRC"). This is projected to rise to between 21 to 21.5 million tonnes by 2010 (Wood Mackenzie, HMRC). Biodiesel censumption in 2006/07 was 316,000
tonnes, representing around |.47% of DERYV. Nameptate biodiesel production capacity in 2007 was 437,000 tonnes, representing around 2.03% of DERV.

UK Potenti arket Grow,

The UK biodicsel market will be provided with significant support by the Renewable Transport Fuel Obligation (“RTFO™) which will be introduced in April
2008 resulting in up to 35p per liter support for biodiesel in 2008,

To fulfill the UK RTFO target of 5% in 2010/t | biodiese! demand is implied to climb from 2007 production and demand levels by two to three times, to 1
miilion to 1.1 million tonnes per antum. To satisfy this demand indigenously the UK would likely require a growth in capacity of over 550,000 million tonnes per
annum by 2010,

UK Competition

The following table shows the biodiesel refinerics operating or under construction in the United Kingdom:

COMPANY LOCATION CAPACITY (t/a) o Notes 7
Argent Energy _ . _ Motherwell (Scot) Y T 7
Biofuels Corpple | _ _ _  _ Teesside . _ ... 2800 _
Greenergy - _ R S R SR SO ¢ ) N
Di Oils _ o Middlesborough o o 42000 .
Dl Oils i _Bromborough . . .. _ . - T o, 50,000 . i P ) [
The following table shows the operating rapeseed oil extraction facilities operating in the United Kingdom:
COMPANY LOCATION CAPACITY (t/a) o
Cergill - . . . . _Livepool. ... 600000; ... . 10T e -
Cargill Hull ) . . 150000 B L
Archer Daniel Midland | Erith L. L. 8OO0 oL ;
Notes: |

(1) The second 100,000t/a plant is currently under construction,
(2) Currently being commissioned.

t/a = Metric input tonnes per annum maximum opereting capacity.
The above list excludes plants under 20,000t capacity.

Based on current equipment capacity, the current UK supply of rapeseed and the future forecast demand for biodiesel, the Company and FFE Ltd belicve
that the market justifies the planned expenditure on oilseed processing and biodiesel refining equipment.

Governmental Repulation

FFE Ltd is, and will be upon completion of its biodiesel production facilities, subject to various government and local environmental laws and regulations,
including those relating to the discharge of materials into the air, water and ground, the gencration, storage, handling, use, transportation and disposal of hazardous
materials, access to and use of water supply, and the health and safety of its employees. These laws and regulations can require expensive pollution control
cquipment or operational changes to limit actual or potential impacts to the environment. A violation of these laws and regulations or permit conditions can result in
substantial fines, natural resource damage claims, criminal sanctions, permit revocations and facility shutdowns. FFE Ltd does not anticipate a material adverse
impact on its business or financial condition as a result of our cfforts to comply with these requirements. FFE Ltd expects to incur capital expenditures for
cquipment and construction works required to prevent and control foreseeable potlution in this or the succeeding fiscal year. These expenditures are part of the
budget to procure and construct its processing equipment which is considered as part of the ordinary course of business.

There is a risk of liability for the investigation and cleanup of environmental contamination at each of the properties that FFE Ltd owns or operates or plans
to own or operate and at off-site locations where FFE Ltd will arrange for the disposal of hazardous substances. If these substances have been or are disposed of or
released at sites that undergo investigation or remediation by regulatory agencies, FFE Ltd may be responsible under the applicable environmental laws for all or
part of the costs of investigation or remediation and for damage to natural resources. FFE Ltd also may be subject to related claims by private panties alleging
property damage and personal injury due to exposure to hazardous or other materials at or from these properties. Some of these matters may requirc us to expend
significant amounts for investigation and/or cleanup or other costs. FFE Ltd does not have material environmenta! liabilities relating to contamination at or from its
facilities or at off-site locations where it has transported or arranged for the disposal of hazardous substances.

5




In addition, new laws, new interpretations of existing laws, increased governmental cnforcement of environmental laws or other developments could require
FFE Lud to make additional significant expenditures. Continued government and public emphasis on cnvironmental issues can be expected to result in increased
future investments for cnvironmental controls at its ongoing operations. Present and future cnvironmental laws and regulations and related interpretations applicable
to FFE Ltd's operations, more vigorous enforcement policies and discovery of currently unknown conditions may requirc substantial capital and other expenditures,
FFE Ltd's air emissions are subject to the various national UK and locat laws and associated regulations. The UK govemment has promulgated national crission
standards for hazardous air pollutants that could apply to facilities that FFE Ltd owns or opcrates or plans to own or operation if the emissions of hazardous eir
pollutants exceed certain thresholds. If a facility FFE Ltd operates or will operate is authorized to emit hazardous air pollutants above the threshold level, then FFE
Ltd would be required to comply with the related environmental and emission laws and regulations applicable to its manufacturing process and would be required to
come into compliance with those taws and regulations applicable to its facilities. Although estimated emissions from its ptants are not cxpected to exceed the relevant
threshold levels, new or expanded facilities would be required to comply with both standards upon startup if they exceed the hazardous air pollutant threshold. In
addition to costs for achieving and maintaining compliance with these laws, more stringent standards also may limit its operating flexibility. Because other UK
biodiescl manufacturers will have similar restrictions, however, FFE Ltd belicve that compliance with more stringent air emission control or other environmental
laws and regulations is not likely to matcrially affect its competitive position.

The hazards and risks associated with producing and transporting its products, such as fires, natura! disasters, cxplosions, sbnormal pressures and pipeline
rupturcs also may result in personal injury claims or damage to property and third parties. As protection against operating hazards, FFE Ltd has obtained or intends
to obtain insurance coverage against some, but not all, potential losses once its facility is operating. FFE Lid coverage includes physical damage to asscts,
cmployer's liability, comprehensive general liability and business interruption. FFE Ltd believes that its insurance is adequate and customary for its industry, but
losses could occur for uninsurable or uninsured risks or in amounts in excess of existing insurance coverage. FFE Lid does not currently have pending material
claims for damages or liability to third panies relating to the hazards or risks of its business.

Occupational Safety Regulations

FFE Ltd is subject to various UK and European Union laws and regulations intended to promote occupational health and safety. FFE Ltd is in the process
of implementing environmental and safety policies and procedures designed to protect the safety of its own supervisory staff and to monitor all subcontracted
operations for compliance with applicable regulatory requirements and lease conditions, including environmental and safety compliance. FFE Lid considers the cost
of compliance a manageable and necessary part of its business,
Mali old Pro
Property Acquisition Details

On March 27, 2006, the Company acquired a minerzl license for the Malibu Gold Property from Mr. James Laird, a director and stockholder, for $10,000.

Since non-Canadian individuals or companies cannot directly hold mineral licenses in British Columbia, James Laird (a director) holds the license on behalf
of the Company.

Land Status, Topography, Location, and Access

The Malibu Gold Property is located approximately 110 km northwest of Vancouver, BC, and 75 km north of Scchelt, BC. The property is situated on the
south side of Queen's Reach on upper Jervis Inlet, due south of Malibu at the entrance to Princess Louisa Inlet.

Access is by float plane from Vancouver or Sechelt, or by boat from Egmont or Pender Harbor on the Sechelt Peninsula. Several campsite locations with
good water supplies can be found within a few kilometers of the property, Supplies and services are available in Egmont or Pender Harbor.

The topography along Jervis Inlet extents from sea level to mountain tops in excess of 2,000 meters elevation. In the vicinity of the old mining mnnels on
the Malibu Goid Property, short, steep cliffs extend to tidewater, but elsewhere on the property slopes are more manageable.

The climate is typical of the west coast of British Columbia, mild and wet overall with some snowfall in the winter months. The summers are usually warm

with less rainfall, and vear-round work is possible on the property, Vegetation is a dense growth of coniferous forest, with cedar, fir, spruce, alder and maple trees.
Ground vegetation is usually Salal and various berry bushes.

The Malibu Gold Property compnises ene mineral claim conlaining 8 cell claim units totaling 165.685 hectares.

BC Tenure # Work Start Date Staking Date Total Area (Ha.)
525215 Jan, 12, 2007 i ) Jan. 12, 2006 L 165.685 .

Geology of the Mineral Claims

The Malibu Geld Property hosts gold and base metal deposits within quartz veins and quartz-filled shear zoncs. Two short tunnels {adits) have been driven
on the mineralized areas, exposing lower grade gold, silver, copper, lead and zinc in the 9 metre long #1 adit, and a high-grade gold vein in the #2 adit. The #2 adit
was driven 2 meters on a shailow-dipping 40 cm wide quartz vein with arsenopyrite, minor pyrite, chalcopyrite and native gold. The vein pinches and swells and
can be followed for at least 200 meters along the shoreline cliffs. The #2 adit gave a gold assay 0.72 oz/t Au, with minor values in cobalt, copper and bismuth.

The Upper Jervis Inlet area is underiain by a variety of Jurassic to Tertiary granitic intrusives of the Coast Plutonic Complex. The granitic rocks intrude and
metamorphose Jurassic to Lower Cretaceous argillaccous sediments and andesitic to felsic volcanics of the Gambicr Group. The Gambier Group hosts the 60 MT
Britannia copper, zinc, lead, silver, gold deposit on Howe Sound about 80 km to the southeast.
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The Malibu Gold Property is underlain by a retatively small stock of gabbro-diorite that has intruded dark grey, partly limey argillaccous shale and slate of
the Gambier Group. Silicification and mincralization occurs on the contact and within the stock in a number of arcas.

Explorarign History and Previous Operations

The Malibu Gold Property has at lcast onc adit dating prior to 1907, when the first and only mention of the working was made in a Geological Survey

Report dated 1908, GSC geologist ©. E. LeRoy noted that pyrrhotite and chalcopyrite occurred along a diorite-slate contact and a 9 metre long adit hed been driven
on the zone. A second 2 metre long adit ncarby was not mentioned, so it may post-date LeRoy's visit.

There are physical work records of additional work being done on the property during the 1940's, however the prospector’s hand-drawn maps attached do
not show exactly where the development is in relation to recognizable land features. This work apparently consisted of at least four shafts up to 6 meters deep and a
30 metre long trench,

Laird Exploration Ltd. first cxplored the property in 1983 as part of the BC Prospector’s Grant Program. Scveral assays were taken and the area was
geologically mapped. Two assays from the #] adit gave moderate valucs in gold, silver, copper, |cad and zinc. The maximum gold assay was (.08 oz/t Au. The #2
adit was driven 2 meters on a shallow-dipping 40 cm wide quartz vein with arsenopyrite, minor pyrite, chalcopyrite and native gold. The vein pinches and swells
and can be followed for at least 200 meters along the shoreline cliffs. The #2 adit gave a gold assay 0.72 0z/t Au, with minor values in cobalt, copper and bismuth.

‘The location was sold by Laird Exploration Ltd. to Oriole Resources Ltd. in 1988. A work program consisting of geological mapping, rock sampling, and a
soil geochemical survey was completed in 1988, The #2 adit gold values were confirmed by assay and additional gold-bearing areas were located at the #1 adit. The
soit grid showed a 200 metre-long gold anomaly extending northwest from the #1 adit, with values up to 3710 ppb (3.7 g/t Au or 0.11 oz/t Au) in soils. Additional
work was recommended but no further work has been recorded on the property since 1988,

Proposed Program of Exploration

Our work program includes geological mapping and rock sampling of surface showings and underground workings, construction of a control grid, a soil and
silt geochemical sampling program, EM and megnetometer geophysical surveys, and rock trenching. Based on a compilation of these results, a diamond drill
program will be designed to explore and define any potential resources. We intend 1o implement the following three result-contingent phases for the Malibu Gold
Property, as well as to other potential properties containing mineral rights and claims:

Phase |

- Engage in reconnaissance geological mapping, prospecting, rock and soil sampling.
+ Retain the services of a geologist, consultant/project manager and a sampler/geological assistant in order to implement phase [,
- Evaluate rock, soil and silt samples obtained in order to render a geological map of the Malibu Gold Property.

- Acquire various sampling and field supplies to be used in connection with the geclogical mapping and prospecting and to implement the evaluation and analysis of
the obtaincd samples.

Costs for this phase are estimated to be $25,000 which will be incurred in 2008.
Phase 2

- Generate detailed surface and underground geological mapping and rock sampling, cutline grid construction, soil and silt geochemical survey, EM and Mag
surveys.

- Establish drill and trenching targets based on the results of the surveys.
- Retain the services of a four-man crew capable of executing required drilling programs,
- Produce a summary report of the current geological and mineral state of the Malibu Gold Property.

Costs for this phase are estimated to be $85,000 if phase 1 has been successful.
Phase 3

- Engage in {000 meters of diamond drilling and retain qualified geological experts to implement the drilling program.
Costs for this phase are estimated to be $200,000 if phase 2 has been successful.

Compliance with Government Regulation

We will be required to conduct all mineral exploration activities in accordance with the state and federa! regulations. Such operations are subject to various
laws governing land use, the protection of the environment, production, exports, taxes, labor standards, occupational health, waste disposal, toxic substances, mine
safety and other matters. Unfavorable amendments to current laws, regulations and permits governing operations and activities of resource exploration companies,
ot more stringent implementation thercof, could have a materially adverse impact and cause increases in capital expenditures which could result in a cessation of
operations. We have had no material costs related to compliance and/or permits in recent years, and anticipate no material costs in the next year. We will not be
required to obtain a permit in order to conduct Phases 1 and 2 of our proposed exploration program,

Employees
As of December 31, 2007, we had 12 employees. We anticipate that we will be conducting most of our business through agreements with consultants and

third parties. To the extent that we are successful in developing our businesses we would anticipate hiring additional employees/contractors in the next year (o
handle anticipated growth.




Reports to security holders

We file annual. quarterly, current and special reports and other information with the Securitics and Exchange Commission. You may read and copy any
reports, statement or other information that we file with the Commission at the Commission's public reference rooms at 450 Fifth Street, N.W., Washington, D.C.
20549 Please call the Commission at 1-800-SEC-0330 for further information on the public reference rooms. These Commission filings are also available to the
public from commercial document retrieval services and at the Internet site maintained by the Commission at hitp://www sec gov.

In addition our filings can be viewed on the “investor™ scction of the Company's Intemnet site at www. flexfuclsenergy.com.
i'3 pany 34

RISK FACTORS

You should carcfully consider the risks described below as well as other information provided to you in this Annual Report, including information in the
section of this Annual Report entitled "Information Regarding Forward Looking Statements,” The risks and uncertainties described below are not the only ones we
face. Additional risks and uncertainties not presently known to us or that we currently believe are immaterial may also impair our business operations. If any of the

following risks actually occur, our business, financial condition or results of operations could be materially adversely affected, and you may lose all or part of your
investment.

RISKS RELATED TO OUR FINANCIAL RESULTS

We have incurred losses since oar incorporation, have yet to achieve profitable operations and anticipate that we will continue to incur losses for the
Soreseeable future.

For our 2007 fiscal year, we incurred a nct operating loss of $23,912,000. We have no revenues to dete, We have plans to increase significantly our
expenses associated with exploitation of mineral claims and with the development of our altemative fuels business. There is no assurance we will be able to derive
revenues from the exploitation of our mineral claims or alternative fuels business, to successfully achieve positive cash flow or that our mineral exploitation business

or alternative fuels business will be successful. [f we achieve profitability, we may be unable to sustain or increase profits on a quarterly or annual basis to generate
revenues in the future.

We believe that long-term profitability and growth will depend on our ability to:
- commercially exploit the mineral deposits or reserves located on the Malibu Gold Property;
- identify and commercially exploit gold and other mineralized deposits through development, mining, production or sale; and

« develop and integrate our alternative fuel operations.
Inability to successfully execute on any of the above, among other factors, could have a material adverse effect on our business, financial results or operations.

Because we have a limited operating history, have yet to attain profitable operations and will need additional financing to fund our businesses, there is doubt
about cur ability to continue as a going concern.

The financial statements for the year ended December 31, 2007 have been prepared assuming that the Company will continue as a going concem, which
contemplates the realization of assets and the liquidation of liabilities in the normal course of business. However, the Company has accumulated a loss to date and
has relied on raising funds through private placements. From inception (March 31, 2006) to December 31, 2007 the Company raised $18,978,000 and at December
31, 2007 held $16,156,000 in cash, The financial statements do net include any adjustments that might result from this uncertainty.

As shown in the accompanying financial statements, the Company has incurred a net loss of $25,293,000 for the period from March 10, 2006 (inceptien) o
December 31, 2007 and has not generated any revenues. The future of the Company is dependent upon its ability to obtain financing and upon future profitable
operations from the development of acquisitions. The financial statements do not include any adjustments relating to the recoverability and classification of recorded
assets, or the amounts of and classification of liabilities that might be necessary in the event the Company cannot continue in existence.

We expect our mineral exploration activities and the planned development of our biofucls business, together with anticipated general, legal, accounting and

administrative expenses, including those associated with our filing reports with the Securities and Exchange Commission will require us to spend $23,100,000 to
544,100,000 in 20608.

Therefore, we will require additional financing te fund our planned operations. We will seck these additional funds via equity financing, private placements
of our sccurities or loans from financial institutions, our directors or our stockholders. Currently, we do not have definite arrangements for additional
funds. There can be no assurances we will be able 1o do so on terms acceptable to us. [f we do not obtain additional financing, our business will fail.

Obtaining additional financing is subject to a number of factors, including investor acceptance of the value of our mineral claims and our alternative fuel

business. These factors may adversely affect the timing, amount, terms, or conditions of any financing that we may obtain or make any additional financing
unavailable to us.

To date. our sources of cash have been primarily limited to the sale of our equity securities. We cannot be certain that additional funding via this means will
be available on acceptable terms if at all, To the extent that we are able to raise additional funds by issuing equity securities, our existing stockholders may
experience significant dilution. Any debt financing that we may secure, if available, may involve restrictive covenants that impact our ability to conduct our
business. 1f we are unable to raise additional capital, when required, or on acceptable terms, we may have to delay or scale back significantly or discontinue our
planned exploration and development projects. [nability to obtain these or other sources of capital could have a material adverse cffect on our business, financial
results or operations,




RISKS RELATED TO OUR MANAGEMENT AND CORPORATE GOVERNANCE

Our management team consists of four members who are also our sole directors, which poses a significant risk for us from a corporate governance
perspective.

We have four cxecutive officers, namely Brian Barrows, our chicf exccutive officer; Paul Gothard, our chief financial officer; Thomas Barr, vice president
for our alternative fuels business; and James Laird, our co-founder and vice president of our mineral exptoration business. These individuals also serve as our sole
directors. Messrs Barrows, Gothard and Barr joined us in 2007, Until their appointments, Mr. Laird scrved as our sole executive officer. Mr. Gothand has
announced his resignation as our chief financie! officer effective June 2, 2008. Our directors/executive officers are required to make interested decisions, such as
the approva! of related party transactions, their level of compensation, and oversight of our accounting function. Qur dircctors/executive officers also exercise
control over all matters requiring stockholder approval, including the nomination of directors and the approval of significant corporate transactions. We have chosen

not to implement various corporate governance measures, the absence of which may cause stockholders to have more limited protections against transactions
implemented by our board of dircctors, conflicts of interest and similar matters.

We also do not have an audit committee, nor other independent committees, as we presently do not have any independent directors. Stockhotders should
bear in mind our current lack of corporate governance measures in formulating their investment decisions.

In April 2007 we determined, after consultation with our independent public accounting firm, to restate our financial statements for the year ended
December 31, 2006, filed as part of our required disclosure obligations on Form 10-KSB filed with the Securities and Exchange Commission on April 17, 2007 (the
"Report”). We filed an amended report on Form 10-KSB/A on May 15, 2007 (the "Amended Report”) solely to {i) amend and restate our financial statements filed
as part of the Report to correct {a) "Paid in Capital" "Retained earnings (deficit)" and resulting changes in "Total stockholders’ equity” and "Total liabilities and
stockholders’ equity” as at December 31, 2006, sct forth in the Balance Sheet on page F-3 of the Amended Report, (b} entries for "Deficient Accumulated During
Development Stage” and "Total Equity” as at December 31, 2006, set forth in the Statement of Shareholders Equity on page F-5 of the Amended Report, (c)
entries for "Cash Flow from Financing Activities”, "Cash at end of period” and "Shares issued in Licu of Payment for Service” for the fiscal year ended December
31, 2006, set forth in the Statement of Cash Flows on page F-6 of the Amended Report, and (ii) correctly disclose director compensation paid to 2 member of our
board of directors during the fiscal year ended December 31, 2006, set forth on page 33 of the Amended Report.

On May 29, 2007, we completed the acquisition of Flex Fuels Energy Limited. [n connection with and following the completion of that transaction, our
management changed and, thereafter, we engaged new independent accountants. In July 2007, our executive officers concluded that our financial statements
covering the fiscal year ended December 31, 2006, and the quarterly period ended March 31, 2007 which had been filed by us with the Securities and Exchange
Commission on Form 10-KSB/A and Form 10-QSB cn April 26, 2007 and May 15, 2007, respectively, should no longer be relied upon because of errors in such
financial statements as further addressed below. During July 2007, management reviewed our internal controls over financial reporting as of December 31, 2006
and identified the following material weaknesses for the period in question:

. we did not maintain & proper in-house finance function and relied upon a third party to maintains the finance function and prepare the financial reports;
. we did not maintain a timely and accurate period-end financial statemnent closing process or effective procedures for reconciling and compiling our financial
records in a timely fashion. With respect to these procedures, management determined that the material weakness arose due to the lack of training,

experience or knowledge of persons preparing the financial records. We did not effectively monitor the third-party accounting function and our oversight of
financial controls; and

L) our knowledge of US GAAP was limited.

We consequently prepared and filed in September 2007 a further amended Form 10-KSB for the fiscal year cnded December 31, 2006 (the "Further
Amended Report"), as well as an amended Form 10-QSB for the fiscal quarter ended March 31, 2007, which reperts included financial statements sudited by our

new independent accountants and restated unaudited financial statements that corrected the prior errors contained in such financial statements and filings.
Specifically, we filed the Further Amended Repont solety to:

(i) reflect certain unrecorded labilities incurred in the year ended December 31, 2006 that were not reflected in the Amended Report;

(i) to restate certain legal costs associated with the investment in Flex Fuels Energy Limited and the private placement that were expensed incorrectly in
the Statement of Operations for the fiscal year ended December 31, 2006 contained in the Amended Report;

(i)  to amend the fair value attributed in the Amended Report to the stock issued to Mr. Tom Barr;

(v) to consolidate the balance sheet and results of Flex Fuels Energy Limited; and

(vi}  to correctly disclose related party transactions.

In addition, we filed an amended quarterly report on Form 10-QSB solely to:

{d] reflect unrecorded liabilities of $42,000 and correct other errors in recording liabilities totaling $10,050 incurred in the quarter ended March 31,
2007:

(i)  amend the balance sheets to reflect adjustments made in the statements for the petiod ended December 31, 2006, filed in the Further Amended
Report;

(i)  include the periods missing from the previous filing (inception to March 31, 2006 and from our inception to March 31, 2007) in the Statements of
Operations and Statements of Cash Flows;

(iv)  consolidate the balance sheet and results of Flex Fuels Energy Limited; and

(v} correctly disclose related party disclosures.




We will need to increase our size, and may experience difficalties in managing growth,

We are a small company with §2 cmployces as of December 31, 2007, We hope to experience a period of cxpansion in headcount, facilitics, infrastructure
and overhead to develop our mining and biofuels businesses to address potential growth and market opportunities. Future growth will impose significant added
responsibilities on members of management, including the need to identify, recruit, maintain and integrate additional independent contractors and managers, Cur
future financial performance and our ability to compete effectively will depend, in part, on our ability to manage any future growth effectively. [nability to manage
future growth could have a material adverse cffect on our business, financial results or operations.

Our business is headguartered in the United Kingdom and none of our directors are resident in the United States; accordingly, it may be difficult to enforce
any liabilities against them.

[f an event occurs that gives rise 1o any liability on the part of our officers and directors who are not resident in the United States, including liabilities arising
under the US securities laws, stockholdets would likely have difficulty in enforcing such liabilities. Stockholders may not be able to obtain jurisdiction in the United
States over such non-resident officers and directors, and any judgment obtained against such persons in the United States may not be recognized or enforceable in
the foreign jurisdiction where such person's assets are located.

Mr. James Laird, the executive in charge of our mining businesses’ has other business interests and muy not be able or willing to devote a sufficient
amount of time to our mining operations.

[t is possible that the demands on Mr, James Laird, the executive in charge of our mining business and a member of our board of directors, from other
obligations could increase, with the result that he would no longer be able to devote sufficient time to the management of our mining business. In addition, he may
not possess sufficient time for our miming business if the demands of managing our business increased substantially beyond current levels.

Mr. Paul Gothard, our chief financial officer, has announced his resignation and we have not yet identified someone to replace him.

Mr. Paut Gothard, our chief financial officer, has announced his tresignation and departure effective on June 2, 2008. We expect to hire 2 new chief
financial officer by that date, but we have not yet done so. If we are required to outsource our finance function, we risk impairing our financial controls. Qur
lack of a finance executive in the past contributed to our inadequate financial controls and the consequent need to amend and restate our financial staternents and
amend our required disclosure reports to the Securities and Exchange Commission for the year ended December 31, 2006 and the quarters endsd March 31, 2007
and June 30, 2007.

RISKS -RELATING TO OUR MINING BUSINESS

If we do not conduct mineral exploration on our mineral claims and keep the claims in good standing, then our right to the see mineral claims will lapse
and we may lose the entire value of our investment,

We must complete mineral exploration work on our mineral claims and keep the claims in good standing. If we do not fulfill our work commitment
requircrnents on our claims or keep the claims in good standing, then our right to the claims will lapse and we will lose all interest that we have in these mineral
claims. Loss of these interests could have a material adverse effect on our business, financial results or operations.

The imprecision of mineral deposit estimates may cause any resource calculations that we make to be unreliable.

Mineral deposit estimates and related databases are expressions of judgment based on knowledge, mining experience, and analysis of drilling results and
industry practices. Valid estimates made at a given time may significantly change when new information becomes available. By their nature, mineral deposit
estimates are imprecise and depend upon statistical inferences, which may ultimately prove unreliable. Mineral deposit estimates included here, if any, have not
been adjusted in consideration of these risks and, therefore, no assurances can be given that any mineral deposit estimate will ultimately be reclassified as reserves.

We are sensitive 1o fluctuations and volatility in the price of gold and other minerals, which are beyand our control

The prices for gold and other metais fluctuate and are affected by numerous factors beyond our control. Factors that affect the price of gold and other
metals include consumer demand, economic conditions, over supply from secondary sources and costs of production. Price volatility and downward price
pressure, which can lead to lower prices, could have a material adverse effect on the costs and viability of our projects, which could in tum have a material
adverse effect on our business, financial condition or results of operations.

Mineral exploration and prospecting is a highly competitive and speculative business and we may not be successful in seeking or executing on available
opportunities.

The process of mincral exploration and prospecting is & highly competitive and speculative business. In secking available opportunities, we will compete
with a number of other companies, including cstablished, multi-national companies that have more experience and fingncial and human resources than us. Because
we may not have the financial and managerial resources to compete with other companies, we may not be successful in our efforts to acquire new projects.

Compliance with environmental considerations and permitting could have a muoterial adverse effect on the viability costs of our projects. The historical trend
towards stricter environmental regulation may continue and, as such, represent an unknown factor in our planning processes.

All mining in Canada is regulated by government agencies at the federal and provincial levels in that country. Compliance with such regulation could have a
material effect on the economics of our operations and the timing of project development, Our primary regulatory costs will be related to obtaining licenses and
permits from government agencies before the commencement of mining activities. An environmental impact study that must be obtained on each property, in order
to obtain govemmental approval to mine on the properties, is also a part of the overall operating costs of a milling company.
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The gold and mincral mining business is subject not only to worker health and safety, and environmental risks associated with all mining businesses, but is
also subject to additional risks uniquely associated with gold and other minerals mining. Although we believe that our operations will be in compliance, in all
material respects, with all relevant permits, licenses and regulations involving worker health and safety, as well as the environment, the historical trend toward
stricter environmental regulation may continue, The possibility of more stringent regulations exists in the arcas of worker health and safety, the dispositions of
wastes, the decommissioning and reclamation of mining and milling sites and other environmental matters, each of which could have an adverse material effect on
the viability costs of a particular project.

Mining and exploration activities are subject to extensive regulation by federal and provincial governments in Canada, Future changes in governments,
regulations and policies could adversely affect our results of operations for a particular period and our long-term business prospects.

Mining and exploration activities are subject to extensive regulation by federal and provincial governments in Canada. Such regulation relates to production,
devclopment, exploration, exports, taxes and royaltics, labor standards, occupational health, waste disposal, protection and remediation of the environment, mine
and mill reclamation, mine and mill safety, toxic substances and other matters. Compliance with such laws and regulations has increased the costs of exploring,
drilling, developing, constructing, operating mines and other facilities. Furthermore, future changes in governments, regulations and policies, could adversely affect
our results of operations in a particular period and our long-term business prospects,

The development of mines and rclated facilities is contingent upon governmenta! approvals, which are complex and time consuming to obtain and which,
depending upon the location of the project, involve various governmental agencies. The duration and success of such approvals are subject to many variables
outside of our control.

RISKS RELATED TO OUR BIODIESEL FUEL BUSINESS
Our blofuels business may suffer if we are unable to attract or retain talented personnel

Our success will depend in large measure on the abilitics, expertise, judgment, discretion, integrity and good faith of our manasgement, as well as other
personnel. We have a small management team, and the loss of a key individual or inability to attract suitably qualificd replacements or additional staff could
adversely affect our business. Cur success also depends on the ability of management and employees to interpret market and technical data correctly, as well as
respond to economic, market and other conditions. No assurance can be given that key personnei will continue their association or employment with us or that

replacement personne! with comparable skills will be found. If we are unable 1o attract and retain key personnel and additional employees, our business may be
adversely affected.

We may be unable to locate suitable properiies and obtain the development rights needed to build and expand our biofiels business,

Qur long term business plan focuses on designing, building and operating seed processing facilities and biodiesel refineries for our own account. Qur ability
to acquire quality properties is uncertain and we may be required to delay construction of our facilities, which may create unanticipated costs and delays. In the
cvent that we are not successful in identifying and obtaining development rights on suitable properties for building and operating seed processing facilities and
biodiesel refineries, our future prospects for profitability will likely be substantialty limited, and our financia! condition and resulting operations may be adversely
affected. We currently hold an option over the site we have identified in Cardiff which has received certain planning permissions,

As a start up operation, the company will be dependent on the one proposed plant and any operational disruption could result in a reduction of its sales
volumes and could cause it to incur substantial expenditures,

The proposed plant initially will be in one location, Any disruption to that facility will have an adverse effect on the implementation of its business plan and,
later, to its overall operations. Disruptions may be caused by any aumber of things. [nitially it may be construction delays due to labor stoppages, inability to
obtain materials, permitting requirernents and redesign requirements. After commencement of operations, they may be founded on other issues such as [abor
disruptions, disruptions in supply, transportation difficultics, unscheduled downtime for repair or modification, or hazards inherent in the industry. Some of those
hazards may cause personal injury and loss of life, severe damage to or destruction of property and equipment and environmental damage, and may result in
suspension or termination of operations and the imposition of civil or criminal penalties. As protection against these hazards, the company plans 1o maintain
property, business interruption and casualty insurance, but it cannot provide any assurance that insurance will be adequate to fully cover the potential hazards
described above or that the company will be able to cbtain or renew insurance on commercially reasonable terms or at all.

The production, sale and distribution of processed seed products and biodiesel is dependent on the existence of sufficient and necessary infrastructure,
development of which may not occur on a timely basis, if at all, and our operations could be adversely affected by infrastructure disruptions.

Substantial investments required for by relevant entities infrastructure changes and expansion may not be made or may not be made on a timely basis. Any
delay or failure in making the changes to or expansion of infrastructure could hurt the demand or prices for our products, impede delivery of our products, impose
additional costs on us or otherwise have a material adverse effect on our business, financial condition or results of operations.

Unanticipated problems or delays in building our seed processing and biodiesel refineries to the proper specifications may negatively affect our operations.

Our current operating cash flow depends on our ability to timely and economically build, complete and operate seed processing facilities and refineries for
the production of bicdiesel products (and associated power generation facilities if desirable). If our construction plans are threatened or delaycd because we are
unable to finance them or for other reasons, our business may experience a substantial setback. Prolonged problems may threaten the commercial viability of our
planncd facilitics and refineries. Moreover, the occumrence of significant unforeseen conditions or events in connection with these facilities and refineries may
require us to re-examine the thoroughness of our due diligence and planning processes. Any change to our business model or management's evaluation of the
viability of these projects could have a material adverse effect on our business, financial condition or results of operations.
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Projected construction and financing costs for sced processing facilitics and biodiesel refincries may also increase to a leve! that would make these facilities
and refincrics too expensive to build or unprofitable to operate. Contractors, enginecring firms, construction firms and equipment suppliers also receive requests
and orders from other companics and, therefore, we may not be able to secure their scrvices or products on a timely basis or on acceptable financial terms. We
may suffer significant delays or cost overruns as a result of a varicty of factors, such as increases in the prices or raw matcrials, shortages of workers or matcrials,
transportation constraints, adverse weather, equipment failures, fires, damage to or destruction of property and equipment, environmental damage, unforescen
difficultics or labor issues, any of which could delay or prevent us from commencing operations. Any of these factors could have a material adverse effect on our
business, financial conditions or results of operations.

Our business, financial condition and results of operations and business outlook will be highly dependent on commodity prices which are subject to
significant volasility and uncertainty, as well as the availability of supplies, which could cause our results to fluctuate substantially.

Our results will be dependenit on many different commodity prices, especially prices for biodiesel, seed processing co-products, petroleum diesel, rape sced
and other feedstock and materials used in the construction of our planned seed processing facilities and biodiese) refineries. As a result of the volatility of the
prices for these items, our results if and when we are able to produce biodiesel fuels, may fluctuate substantially and we may experience periods of declining prices
for our products and seed processing co-products, and increasing costs for our raw materiats, which could result in operating losses. Declining prices for biodiesel
fuel products and increased prices for required raw materials for a protracted period while we develop our business plan may impede our ability to finance our
planned seed processing facilities and biodicsel refineries and prevent us from commencing operations. [f we are able to commence operations we may attempt to
offset some of the effects of fluctuations in prices by entering into forward contracts to supply biodiescl or purchase feedstock or other items or by engaging in
transactions involving cxchange-traded futures contracts, the amount and quantity of which will vary.

Duration of these hedging and other risk mitigation activities may vary substantially over time and these activities also involve substantial risks.

Biodiesel fuel is a commodity whose price is determined based on the price of petroleum diesel, world demand, supply and other factors, all of which are
beyond our control. World prices for biodiesel fuel have fluctuated widely in recent years. We expect that prices will continue to fluctuate in the future. Price
fluctuations will have a significant impact upon our revenue, the return on our investment in seed processing facilities and biodiesel refineries and on our general
financial condition. Price fluctuations for biodiesel fuel may also affect the investrnent market, and our ability to raise investor capital. Future decreases in the
prices of biodiesel or petroteum diesel fuel could have a material adverse cffect on our business, financial condition or results of operations.

The main product from processing oil-seed rape, other than raw oil, is oil cake, commonly sold as animal feed, This significant co-product is a commodity
whose price is determined based on the price of alternative animal feeds, such as wheat, world demand, supply and other factors, all of which are beyond our
control, World prices for oil cake have fluctuated widely in recent years. We expect that prices will continug to fluctuate in the future. Price fluctuations will have
a significant impact upon our revenue, the return on our investment in seed processing facilities and biodiese! refineries and on our general financial
condition. Price fluctuations for oil cake may also affect the investment market, and our ability to mise investor capital. Although market prices for biodiesel fiel
rose to near record levels during 2007 and have remained near or above those levels since then, there is no assurance that these prices will remain at high

levels. Future fluctuations in the price of oil cake or fluctuations in the price alternate animal feeds could have a material adverse effect on our business, financial
condition or results of operations.

The price of feedstock is influenced by market demand, weather conditions, factors affecting crop yields, farmer planting decisions and general economic,
market and regulator factors, These factors include government policies and subsidies with respect to agriculture and international trade, and global and local
demand and supply. The significance and relative effect of these factors on the price of feedstock is difficult to project. Any event that tends to negatively affect
the supply of feedstock, such as increased demand, adverse weather or crop disease, could increase feedstock prices and potential harm our business. Such a
shortage or quality control issues could require us to suspend operations until feedstock of acceptable quality is available at economical terms, which delay could
have a material adverse effect on our business, financial condition or results of operations. The price we pay for feedstock at a facility could increase if an
additional multi-feedstock biodiesel production facility is built in the same general vicinity or if alternative uses are found for lower costs feedstocks.

Strategic relationships on which we may rely are subject to change.

Our abitity to identify and enter into commercial arrangements with feedstock suppliers, construction contractors, equipment fabricators, transportation,
logistics and marketing services providers and biodiesel customers will depend on developing and maintaining close working relationships with industry
participants. Our success in this arca will also depend on our ability to select and evaluate suitable projects as well as to consummate transactions in 2 highly
competitive environment. These realities are subject to change and may impair our ability to grow.

To develop cur business, we may form strategic relationships. These relationships may take the form of joint ventures with other private parties or local
government bodies, contractual arrangements with other companies, including those that supply feedstock that we will use in our business, or minority investments
from third parties. There can be no assurances that we wiil be able to establish these strategic relationships, or, if established, that the relationships wili be able to
be maintained. In addition, the dynamics of our retationships with strategic pariners may require us to incur expenses or undertake activities we would not
otherwise be inclined to incur or undertake in order to fulfill our obligations to these partners or maintain these relationships. If we do not successfully establish or
maintain strategic relationships our business may be negatively affected.




The U.K. biodiesel industry is highly dependent upon extensive legislation, incentivisation and regulation and any changes in this regime could have a
material adverse effect on our business, financial condition or results of operations.

The production of biodiese! is made significantly more competitive by various tax and other government incentives such as described below:

The EU Biofuels Directive requires all member states to sct indicative targets for biofuel sales in 2005 and 2010 against reference values of 2% and 5.75%
(based on cnergy content) respectively. The majority of member states have now set their target and as such the European biodiese! demand is expected to grow
significantly over the next 5 years, It is anticipated that demand could reach well in excess of 10 million tonnes/annum by 2010 compared with an estimated
European production capacity of 4.89 million tonnes in 2006(source: European Biodiesct Board, July 2007).

The UK biodiesel market has been provided significant support with the recent announcement of a Renewable Transpert Fuel Obligation which will be
introduced in April 2008 resulting in up to 35p per liter suppon for biodicsel in 2008.

These incentives are meant to lower the cost of biodiesel in comparison to petroleum diesel. The climination or significant reduction in these incentive
programs benefiting biodiese! may have a material adverse cffect on our business, financial condition or results of operations.

Adverse public opinion concerning the biodiesel industry could harm our business.

Public acceptance of biodiese] produced by us as a reliable, high-quality alternative to diesel may be limited or slower than anticipated due to several factors,
including:

« possible public perception that the use of blends of biodiesel greater than 5% will require excessive engine medifications, or that engines running
biodiesel will not reliably start in cold weather conditions;

= actual or perceived problems with biodiese] quality or performance; and
= concern that using biodiesel will void engine warranties.

Quality control issues in biodiese! that is produced by other industry participants could result in a decrease in demand or mandates for biodiesel, with a
resulting decrease in our revenue. Such public perceptions or concerns, whether substantiated or niot, may adversely affect the demand for our biodiesel, which in
tum could decrease our sales, and have a material adverse effect on our business, financial condition or results of operations.

Competition in the biofuels industry may impair our success.

We face competition from other producers of biodiesel with respect to the procurement of feedstock, obtaining suitable properties for the construction of
seed processing facilities and biodiesel refineries and selling biodiesel and related products. Such competition could be intense, thus driving up the cost of feedstock

and driving down the price for cur products. Competition will likely increase as prices of energy in the commodities market, including petroleum and biodiesel nise,
as they have in recent years.

Additionally, new companies are constantly entering the market, thus increasing competition.
Larger foreign owned and domestic companies who have been engaged in the biofuels business for substantially longer periods of time, such as vertically integrated
agricultura! and food supply companies, or companies that decide to enter the biofuels business, may have access to greater resources. These companies may have
greater success in the recruitment and retention of qualified employees, as well as in conducting their own refining and fuel marketing operations, and may have
greater access to feedstocks, market presence, economies of scale, financial resources and engineering, technical and marketing capabilities, which may give them a
competitive advantage, In addition, actual or potential competitors may be strengthened through the acquisition of additional assets and interests. If we are unable to
compete effectively or adequately respond to competitive pressures, this could have a material adverse effect on our business, financial condition or results of
operation and could also have a negative impact on our ability to obtain additional capital from investors.

Competition due to advances in alternative fuels may lessen the demand for biodiesel and negatively impact our profitability.

Alternative fuels, gasoline oxygenates, ethanol and biodiesel production methods are continually under development. A number of automotive, industrial and
power generation manufacturers are developing alternative clean power systems using fuel cetls or clean-burning gaseous fulels that, tike biodiesel, may address
increasing worldwide energy costs, the long-term availability of petroleum reserves and environmental concens. Additionally, there is significant research and
development being undertaken regarding the production of ethanol from ceilulosic biomass, the production of methane from anaerobic digesters and the production
of electricity from wind and tidal energy systems, among other potential sources, of renewable energy. If these altemative fuels continue to expand and gain broad
agceptance such that the overall demand for diesel is reduced, we may not be able to compete effectively.

Qur business is subject to local legal, political and econemic factors which are beyond our control.

We believe that the current political environment for construction of seed processing facilitics and biodiesel refineries is sufficiently supportive to enable us
to plan and implement our operations. However, there are risks that conditions will change in an adverse manner. These risks include, but are not limited to, laws or
policies affecting mandates or incentives to promote the use of biodiesel, environmental issues, land use, air emissions, water use, planning permissions, workplace
safety, restrictions imposed on the biodiesel fuel industry such as restrictions on production, substantial changes in product quality standards, restrictions on
feedstock supply, price controls and export controls. Any changes in biodiesel fuel, financial incentives, investment regulations, policies or a shift in political
attitudes are beyond our control and could have a material adverse effect on our business, financial condition or results of operations.
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Changes in industry specification standards for biodiesel may increase production cosis or require additional capital expenditures to upgrade or modernize
our biodiesel production facilities. Such upgrades or modifications may entail delays in construction or stoppages aof production.

In Europe, the biodicsel standard is EN 14214, which has been modificd to 8 more stringent standard in Germany, The European standard setting bodics
have modificd the biodiese! specifications in the past, and are expected to continue to modify the specification in the future as the use of biodiese! expands. There
is no guarantee that our production facilities will be able to produce compliant biodicse! in the cvent of changes to the specifications. We may need to invest
significant capital resources 1o upgrade or modify our production facilities, which might cause delays in construction or stoppages of production and the resultant
loss of revenue, or which might not be economically feasible at all. Any modification to our production facilities or to the biodiesel specification with which we
attempt to comply may entail increased construction or production costs or reduced production capacity. These consequences could have a material adverse cffect
on our business, financial condition or results of operations.

Environmental risks and regulations may adversely affect our biofuels business.

All phases of designing, constructing and operating sced processing facilities and biodiese! refinerics present environmental risks and hazards. We are subject
1o environmental regulation implemented or imposed by a varicty of national and municipal laws and regulations as well as international conventions. Among other
things, cnvironmental legislation provides for restrictions and prohibitions on spills and discharges, as well as emissions of various substances produced in
association with biodiesel fuel operations. Legislation also requires that facility sites be operated, maintained, abandoned and reclaimed in such a way that would
satisfy applicable regulatory authorities. Compliance with such legislation can require significant cxpenditures and a breach in compliance may result in the
imposition of fines and penaltics, some of which may be material. Environmental legislation is evolving in 2 manner we expect may result in stricter standards and
cnforcement, larger fines and liability, as well as potentially increased capital cxpenditures and operating costs.

The presence or discharge of pollutants in or into the air, soil or water may give tise to liabilities to govemnments and third parties and may require us to
incur costs to remedy such presence or discharge. If we are unable to remediate such conditions economically or obtain reimbursement or indemnification from
third parties, this could have a material adverse effect on our business, financial condition or results of operations.

Penalties we may incur could impair our biofuels business.

Failure to comply with government regulations could subject us to civil and criminal penaliies, require us to forfeit property rights and may affect the value
of our assets or our ability to conduct our business. We may also be required to take corrective actions, including, but not limited to, installing additional equipment,
which could require us to make substantial capital expenditures. We could also be required to indemnify our employees in connection with any expenses or liabilities
that they may incur individually in connection with regulatory action against them, These could result in a material adverse effect on our business, financial
condition or results of operations.

Our biofuels business will suffer if we cannof obtain or maintain necessary permilts or licenses.

Our operations will require licenses, permits and in some cases rencwals of these licenses and permits from various governmental authorities. Our ability to
obtain, sustain, or renew such licenses and permits on acceptable, commercially viable terms are subject to change, as, among other things, the regulations and
policies of applicable governmental autheritics may change. Our inability to obtain or extend a license or a loss of any of these licenses or permits could have a
material adverse effect on our business, financial condition or results of operations.

Our insurance may be inadequare 1o cover liabilitles we may incur.

Qur involvement in the design, construction and operation of seed processing facilities and biodiesel refineries may result in our becoming subject to liability
for pollution, property damage, persona! injury, or other hazards, Although we will obtain insurance in accordance with industry standards to address those risks,
insurance has limitations on liability that may not be sufficient to cover the full extent of our liabilities. In addition, some risks may not be insurable or, in certain
circumstances, we may choose not to obtain insurance to manage specific risks due to the high premiums associated with the insurance, or for other reasons, The
payment of uninsured liabilities could reduce the funds available for operations or capital needs. 1f we suffer a significant event or occurrence that is not fully
covered by insurance, or if the insurer of a particular incident is not solvent, this could result in a materia! adverse effect on our business, financial condition or
results of operations.

Increases in our energy costs will affect operating results and financial condition.

Our biodiesel production costs will be dependent on the costs of the encrgy sources used to run our facilities and refineries. These costs are subject to
fluctuations and variations in different locations where we intend to operate, and we may not be able 1o predict or control these costs. If these costs exceed our
cxpectations, this could have a material adverse effect on our business, financial condition or results of operations.

We will rely on technology to conduct our biofuels business and our technology could become ineffecitive or obsolete.

We will be required to continually enhance and update our technology to maintain its efficacy and to avoid obsolescence. The costs of doing so may be
substantial and may be higher than the costs that we anticipate for technology maintenance and development. 1f we are unable to maintain the cfficacy of our
technology, our ebility to manage our business and to compete may be impaired. Even if we are able to maintain technical effectiveness, our technology may not be
the most cfficicnt means of reaching our objectives, in which case we may incur higher operating costs than we would if our technology was more cfTective. The
impact of technical shortcomings could have a material adverse cffect on our business, financial condition or results of operations.




Decommissioning costs are unknown and may be substantial,

We may become responsible for costs associated with abandoning facilities that we use for production of biodicsel, which we anticipate will have a useful
life of twenty years in the abscnce of a major overhaul. Abandonment and reclamation of these facilitics and the associated costs are often referred to as
"decommissioning.” We have not yet determined if we will establish a teserve account for these potential costs for any of our biodiese! refineries or if we will be
able to pay for the costs of decommissioning from the proceeds of future sales. The use of other funds to pay for decommissioning costs could have a material
adverse cffect on our business, financial condition or results of operations.

RISKS RELATING TO QUR COMMON STOCK
We are subject to compliance with securitles law, which expases us to potential Habilities, including potential rescission rights.

We have periodically offered and sold our Common Stock to investors pursuant to certain exemptions from the registration requirements of the Securities
Act, as well as those of various state sccuritics laws. The basis for relying on such exemptions is factual; that is, the applicability of such exemptions depends upon
our conduct and that of those persons contacting prospective investors and making the offering, While we belicve that such exemptions were applicable to offers
and sales of our Common Stock, we have not received a legal opinion to the cffect that any of our prior offerings were exempt from registration under any federal
or state law, Instead, we have relied upon the operative facts as the basis for such exemptions, including information provided by investors themselves,

If any prior offering did not qualify for such cxemption, an investor would have the right to rescind its purchase of the securities if it so desired. It is possible
that if an investor should scek rescission, such investor would succeed. A similar situation prevails under state law in those states where the securities may be
offered without registration in reliance on the partial pre-emption from the registration or qualification provisions of such state statutes under the National Securities
Markets Improvement Act of 1996. If investors were successful in sceking rescission, we would face scvere financial demands that could adversely affect our
business and operations. Additionally, if we did not in fact qualify for the exemptions upon which we have relied, we may become subject to significant fines and
penalties imposed by the SEC and state securities agencics.

We will need additional capital that will dilute the ownership interest of investors.

We require substantial capital to fund our business. If we raise additional funds through the issuance of equity, equity-related or convertible debt securities,
these securities may have rights, preferences or privileges senior to those of the rights of holders of our Common Stock, who may experience dilution of their
ownership interest of our Common Stock. We cannot predict whether additional financing wil! be available to us on favorable terms when required, or at all. Since
our inception, we have experienced negative cash flow from operations and expect to experience significant negative cash flow from operations in the future. The

issuance of edditional Common Stock by our management may have the effect of further diluting the proportionate equity interest and voting power of holders of
our Common Stock.

Our Common Stock is listed on the OTC-Bulletin Board (Ticker: FXFL.OB) and our shares may qualify as penny stock and, as such, we are subject to the

risks associated with "penny stocks”. Regulations relating to "penny stocks” limit the ability of our stockholders to sell their shares and, as a result, our
stockholders may have to hold their shares indefinitely.

Our Commoen Stock may be deemed to be "penny stock” as that term is defined in Regulation Section\ 240.3a51-1 of the Securities and Exchange
Commission. Penny stocks are stocks: (2) with a price of less than U.5. $5.00 per share; (b) that are not traded on & "recognized” nationat exchange; (c) whose
prices are not quoted on the NASDAQ automated quotation system (NASDAQ - where listed stocks must still meet requirement (a) above); or (d) in issuers with
net tangible assets of less than U.S. $2,000,000 (if the issuer has been in continuous operation for at least three years) or U.S. 55,000,000 (if in continuous
operation for less than three years), or with average revenues of less than U.5. $6,000,000 for the last three years.

Section 15(g} of the United States Securities Exchange Act of 1934 and Regulation 240.15g(c)2 of the Securities and Exchange Commission require
broker dealers dealing in penny stocks to provide potential investors with a document disclosing the risks of penny stocks and to obtain a manually signed and
dated written receipt of the document before effecting any transaction in a penny stock for the investor's account. Potential investors in our Common Stock are
urged to obtain and read such disclosure carefully before purchasing any common shares that are deemed to be "penny stock".

Moreover, Regulation 240.15g-9 of the Securities and Exchange Commission requires broker dealers in penny stocks to approve the account of any
investor for transactions in such stocks before selling any penny stock to that investor. This procedure requires the broker dealer to: () obtain from the investor
information concerning his or her financial situation, investment expericnce and investment objectives; (b) reasonably determine, based on that information, that
transactions in penny stocks are suitable for the investor and that the investor has sufficient knowledge and experience as to be reasonably capable of evaluating
the risks of penny stock transactions; (c) provide the investor with a written statement setting forth the basis on which the broker dealer made the determination
in (ii) above; and (d) receive a signed and dated copy of such statement from the investor confirming that it accurately reflects the investor's financial situation,
investment experience and investment objectives. Compliance with these requirements may make it more difficult for investors in our Common Stock to resell
their shares to third parties or to otherwise dispose of them. Stockholders should be aware that, according to Securities and Exchange Commission Release No.
34-29093, dated April 17, 1991, the market for penny stocks has suffered in recent years from patterns of fraud and abuse. Such patterns include:

n control of the market for the security by onc or a few broker-dealers that are often related to the promoter or issuer;

(i) manipulation of prices through prearranged matching of purchases and sales and false and misleading press releases:

(i)  boiler room practices involving high-pressure sales tactics and unrealistic price projections by inexperienced sales persons;

(iv)  excessive and undisclosed bid-ask differential and mark-ups by sclling broker-dealers; and

(v)  the wholesale dumping of the same securities by promoters and broker-dealers after prices have been manipulated to a desired level, along with the resulting
inevitable collapse of those prices and with consequent investor losses.

Our management is aware of the abuses that have occurred historically in the penny stock market. Although we do not expect to be in a position to dictate
the behavior of the market or of broker-dealers who participate in the market, management will strive within the confines of practical limitations to prevent the
described pattemns from being established with respect to our securities.




ITEM 2. DESCRIPTION OF PROPERTY
Principal Executive Offices

Our principal executive offices are located at: 30 St. Mary Axe, London EC3A 8EP, United Kingdom, and out telephone number is +44 (0) 8445 862
780, We utilize our principa! exccutive offices without having a formal agrecment with the landlord and we do not pay any rent to use these offices. We do not
own any real estate.

FFE Ltd has temporary operational offices located at Regus House, Falcon Drive, Cardiff Bay, Cardiff, CF10 4RU, United Kingdom. The offices at Regus
House cover approximately $00 square feet and cost approximately $4,000 per month.

Malibu Gold Property

For a description of Malibu Gold Property and our mineral properties, see “Description of Business.”

ITEM 3. LEGAL PROCEEDINGS

None,

From time to time we may be a defendant and plaintiff in various legal proccedings arising in the normat course of our business. We are currently not a
party to any materia! legal proceedings or government actions, including any bankruptcy, receivership, or similar proceedings. In addition, we are not aware of any
known litigation or liabilities involving the operators of our properties that could affect our operations. Furthermore, as of the date of this Annual Report, our
management is not aware of any proceedings to which any of our directors, officers, or affiliates, or any associate of any such director, officer, affiliate, or security
holder is a party adverse to our company or has a material interest adverse to us.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

On April 25, 2007, the Company's stockholders of record as of the same date (the “Record Date™), via the affirmative voie of the Company's stockholders
holding the majority of the Company’s issued and cutstanding shares as of the Record Date approved the following proposals:

1. Toamend the Company’s Articles of Incorporation to increase the authorized number of Common Stock from 100,000,000 shares to 500,000,000 shares; and

2. To amend the Company's Articles of Incorporation to create a class of Preferred Stock, authorizing the issuance of 10,000,000 shares, $0.001 par valuc per
share.

The Company filed a Certificate of Amendmient with the Secretary of State of the State of Nevada on April 26, 2007, effective as of equal date, to amend the
Company's Articles of Incorporation in accordance with points one and two above.
PART II
ITEM 5. MARKET FOR COMMON EQUITY AND RELATED STOCKHOLDERS MATTERS.
Market Information

Prior to June 2007, our Common Stock did not quote on any public market. Currently, our Common Stock is quoted on the OTCBB under the symbol of
“FXFL.OB".

The following table shows the reported high and low closing bid quotations per share for our common stock based on information provided by the OTC
Bulletin Board. Particularly since our common stock is traded infrequently, such over-the-counter market quotations reflect inter-dealer prices, without markup,
markdown or commissions and may not necessarily represent actual transactions or a liquid trading market.

Fiscal 2007
High Low
Second quarter. D T8 2258 200)
Third quarter 0§ 2558 190
Fourth quarter . 3 190 § 051
Fiscal 2008
High Low
First quarter — to March 24, 2008 5 .15 % 0.70:

On May 21, 2007, the Board of Directors declared a stock split, distributable May 22, 2007, in the form of a dividend of five additional shares of the
Company's Common Stock for each share owned by stockholders of record at the close of business on May 21, 2007. Accordingly, aill share and per share data has
been restated to reflect the split.

Holders

As of December 31, 2007 there were 192 stockholders of record of our Common Stock.
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Dividends

We have never declared any cash dividends and do not anticipate paying such dividends in the ncar future. We anticipate future camings, if any, to be
retained for use in our business. Any future determination to pay cash dividends will be at the discretion of the Board of Directors and will be dependent upon our
results of operations, financial conditions, contractual restrictions, and other factors deemed relevam by the Board of Directors, We are under no contractual
restrictions in declaring or paying dividends to our common or preferred stockholders.

Sales of Unregistered Securities

Information regarding our sales of our unregistered sccurities for the period from inception (March 10, 2006) to fiscal year ended December 31, 2007, has
been previously furnished in our Registration Statement on Form SB-2 and our Current Reports on Form 8-K.

All of the above offerings and sales were deemed to be exemnpt under cither rule 506 of Regulation D and/or Scction 4(2) of the Securities Act or pursuant
to Regulation S promulgated under the Securities Act. For offerings and sales deemed to be exempt from registration under cither rule 506 of Regulation D and/or
Scction 4(2) of the Securities Act, no advertising or general solicitation was employed in offering the securities. The offerings and sales were made to a limited
number of persons, all of whom were accredited investors, business associates of our company or executive officers of our company, and transfer was restricted by
us in accordance with the requirements of the Securities Act. In addition to representations by the above-referenced persons, we have made independent
determinations that all of the above-referenced persons were accredited or sophisticated investors, and that they were capable of analyzing the merits and risks of
their investment, and that they understood the speculative nature of their investment. Furthermore, all of the above-referenced persons were provided with access
to our Securities and Exchange Commission filings,

For offerings and sales deemed to be exempt from registration pursuant to Regulation S promulgated under the Securitics Act, the offers and sales to the
purchasers were made in offshore transactions. None of the purchasers were a U.S. person as defined in Rule 902(k) of Regulation S, and no sales efforts wers
conducted in the U.S,, in accordance with Rule 903(c). Such purchasers acknowledged that the securities purchased must come to rest outside the U.S., and the
certificates contain a legend restricting the sale of such securities until the Regulation S holding period is satisfied.

Purchases of Equity Securities by the Issuer and Affiliated Purchasers
None

Equity Compensation Plan Information

Apart from the 65,000 shares of Common Stock to be issued to Mr. Pau! Gothard in May 2008 on the successful filing of the )t quarter 2008 Form 10Q,
as of December 31, 2007, the Company has not adopted any cquity compensation plans pursuant to which we may grant equity awards 10 eligible persons.

For the information required by ftem 201 of Regulation S-B please see Item 11 *Security Ownership of Certain Beneficial Owners and Management and
Related Stockholder Matters” of this Annual Report,

ITEM 6. MANAGEMENT'S DISCUSSION AND ANALYSIS OF OPERATIONS

Flex Fuels Energy, Inc. (“Flex Fuels” "we" “us™ , "our") (formerly Malibu Minerals, Inc.) has mede forward-looking statements (within the meaning of the
Private Securities Litigation Reform Act of 1995) in this Annual Report on Form 19-KSB (the “Annual Report”) that are not historical facts are “forward-locking
statements” which can be identified by the use of terminology such as "estimates,” "projects,” "plans,” "believes,” "expects,” "anticipates,” "intends,” or the negative
or other variations, or by discussions of strategy that involve risks and uncertainties. We urge you to be cautious of the forward-looking statements, that such
statements, which are contained in this Annual Report, reflect our current beliefs with respect to future events and involve known and unknown risks, uncertainties
and other factors affecting our operations, market growth, minera! claims, mineral exploration activities and licenses. No assurances can be given regarding the
achievement of future results, as actua! results may differ materially as a result of the risks we face, and actual events may differ from the assumptions underlying
the statements that have been made regarding anticipated events. Factors that may cause actual results, our performance or achievements, or industry results, to
differ materially from those conternplated by such forward-looking statements include without limitation:

L. Qur ability to successfully attract and retain management;

2. Qur ability to successfully engage in mineral exploration activities;

3. The intensity of competition;

4, Fluctuations in the price of oilseed feedstocks, products thereof (including biodiesel), gold and other minerals;
" 5. Regulation and changes in regulation by federal and provincial governments in territories where we operate;

6, Our ability to successfully integrate, if at all, our alternative fuel operations; and

7. General economic conditions that affect our industry or the global environment in which we operate.

Overview

We are a development/exploration stage company engaged in the businesses of manufacturing and supplying biodiesel and the exploration and discovery of
gold, minerals, mineral deposits and reserves.

We have not camed any revenues to date. We plan to eamn revenues from sales of any discovered gold, mincrals, mineral deposits and reserves. We do not
anticipate caming revenues until such time as we commercially exploit the mincral deposits or reserves located on the property, if any. We have not attained
profitable operations and are dependent upon obtaining financing to pursue our business plan,

During the fourth quarter of our 2006 fiscal year, for the purpose of diversifying our business, acquiring capital, gaining greater access to the capital markets
and with the assistance of newly acquired capital promotion of our business of exploration and discovery of gold, minerals, mineral deposits and reserves, we
acquired Flex Fuels Energy Limited as more fully described below.




We have staked onc mineral claim containing 8 ccll claim units totaling 165.685 hectares. Throughout this Annual Report, we refer to these mining claims as
the “Malibu Gotd Mine Property” or “Malibu Gold Property”. We purchased the Malibu Gold Property in March of 2006, The Malibu Gold Property is located
approximately 110 km northwest of Vancouver, BC, and 75 km north of Scchelt. BC. The property is situated on the south side of Queen’s Reach on upper Jervis
Inlet, due south of Malibu at the cntrance to Princess Louisa [nlet. Access to the property is available via plane from Vancouver or Scchelt, or by boat from
Egmont or Pender Harbor on the Sechelt Peninsula.

The foltowing discussion of cur financial condition and plan of operations should be read in conjunction with our financial statements and the notes to those
statements included in this Annual Report starting on Page F-1. In addition to the historical consolidated financial information, the following discussion and analysis
contains forward-looking statcments that involve risks and uncertainties. Our actual results may differ materially from those anticipated in these forward-looking
statements as a result of certain factors, inctuding those set forth under "Risk Factors” and clsewhere in this Annual Repont.

Plan of Operations

The following discussion and analysis summarizes our plan of operation for the next twelve months, and our resulis of operation for the year ended
December 31, 2007.

Subject to the availability of resources and personnel, our business plan for the next twelve months is to proceed

- developing our business of manufacturing and distributing biodiesel products through our wholly owned subsidiary, FFE Ltd.
- the exploration and discovery of gold, minerals, mineral deposits and reserves through our Malibu Gold operation.

Proposed Program o loration

Our work program includes geological mapping and rock sampling of surface showings and underground workings, construction of a control grid, a soil and
silt geochemical sampling program, EM and magnetometer geophysical surveys, and rock trenching. Based on a compilation of these results, a diamond drill
program will be designed to explore and definc any potential resources. We intend to implement the following three result-contingent phases for the Malibu Gold
Property, as well as to other patential properties containing mineral rights and claims:

Phase 1

- Engage in reconnaissance geological mapping, prospecting, rock and soil sampling.
- Retain the services of a geologist, consultant/project manager and a sampler/geological assistant in order to implement phase I,
- Evaluate rock, soil and silt samples obtained in order to render a geological map of the Malibu Gold Property.

- Acquire various sampling and ficld supplies to be used in connection with the geological mapping and prospecting and to implement the evaluation and analysis of
the obtained samples.

Phase 2

- Generate detailed surface and underground geological mapping and rock sampling, cutline grid construction, soil and silt geochemical survey, EM and Mag
surveys.

- Establish drill and trenching targets based on the results of the surveys.

- Retain the services of a four-man crew capable of executing required drilling programs.

* Produce a summary report of the current geological and mineral state of the Malibu Gold Property.

Phase 3
- Engage in diamond drilling at a depth of 1000 meters and retain qualified geological experts to implement the drilling program.

We commenced Phase | of the exploration program during the second calendar quarter of 2007 which will continue through 2008. Phase 2 and Phase 3 will
commence after the successful completion of the Phase | program. As such, we anticipate that we will incur the following expenses over the three phases:

$25,000 in connection with the completion of Phase ] of our recommended geological work program;
$85,000 in connection with the completion of Phase 2 of our recommended geological work program;
$200,000 in connection with the completion of Phase 3 of our recommended geological work program.

FFE Ltd

FFE Ltd plans to construct, own and manage seed processing facilities, refineries producing biodiesel products (and associated power generation facilities if
commercially desirable) and 10 engage in the business of supplying and distributing biodiese! products. FFE Lud further plans to specialize in the conversion of oil
seed bearing crops to energy. FFE Ltd is comprised of the following core business areas aimed at a vertically integrated strategy to realize maximum value from the
energy crop supply chain:




Flex Fuel Farming “FFF" - The purchase or production of raw feedstock necessary for the production of vegetable oils;

Flex Fuel Crush “FFC” - The treatment of feedstock to produce the oils necessary to the production of Biodicscl, This company will also scek to own a combined
heat and power plant for onsite cnergy requirements,

Flex Fuel Reflneries “FFR™ - The refining and conversion of feedstock oils into biodicsel products;

Flex Fuel Biomass “FFB” - Electrical power generation from the oil cake derived from the oil seed crush process {(and potentially OSR straw);

Flex Fuel Trading “FFT™ - The purchase of raw materials and salc of biofuel products.

FFE Ltd's goal is to deliver a number of high yielding renewable encrgy projects that logically fit into a vertically integrated structure, The overarching
principal is for FFE Ltd to manage (directly or indirectly) the biofuel supply chain from “farm to fuel”. Currently, FFE Ltd is negotiating United Kingdom (*UK™)
oil sced rape supply which is expected to form a reliable contracted base line supply of high quality oil for the refinery business. The seed wili form the basis for the
crush plant and refinery with offshore swing oils to improve margins. FFE Ltd is also cvaluating oil sced production in Eastern Europe and swing oil as current
fecdstock options. Additionally FFE Ltd has applied for planning permission on a site in the West of England and is concluding the negotiation of a lcase on this site.
Ultimately, the Company’s management belicves that the UK energy market provides significant incentives for renewable sources of energy and this would allow
for advantageous off-take contracts to be formed which underpin FFE Ltd’s project economics.

As a result of the Acquisition, our management believes that our goal to diversify our busincss via (i) the alternative fucl business to be conducted by our
wholly owned subsidiary, FFE Ltd, and (ii) the exploration and discovery of mincrals and gold business to be conducted by our company, is attractive to capual
markets and allows for maximum valuation of our business as a whole.

Based on our current operating plan, we do not expect to generate revenue that is sufficient to caver our expenses for at least the next twelve months. In
order to undertake the construction of our biodiesel facitity we will need to obtain additional financing. We may raise the capital necessary to fund our business
through a private placement of our common stock, debt financing or a combination of both. Additional financing, whether through public or private equity or debt
financing, arrangements with stockholders or other sources to fund operations, may not be available, or if available, may be on terms unacceptable to us. Our
ability to maintain sufficient liquidity is dependent on our ability to mise additional capital. If we issue additional equity securitics to raise funds, the ownership
percentage of our existing stockholders would be reduced. New investors may demand rights, preferences or privileges senior to those of existing holders of our
common stock. Debt incurred by us would be senior to equity in the ability of debt holders to make claims on our assets. The terms of any debt issued could
impose restrictions on our operations. If adequate funds are not available to satisfy either short or long-term capital requirements, our operations and liquidity could
be materially adversely affected and we could be forced to cease operations.

RESULTS OF OPERATIONS

The accompanying financial staternents show that we have incurred a net loss of $25,293,000 for the period from March 10, 2006 (inception) to December
31, 2007 and have not yet generated any revenues that can offset operating expenses. We anticipate that we will not eam revenues until such time as we have
entered into commercial production, if any, of our mineral properties. We are presently in the exploration stage of our business and we can provide no assurance
that we will discover commercially exploitable levels of mineral resources on our properties, or if such resources are discovered, that we will enter into commercial
production of our mineral propertics.

Revenue

We did not earn any revenucs during the year ended December 31, 2007 or for the period from inception (March 10, 2006) to December 31, 2006. We
anticipate that we will not earn revenues until such time as we heve entered into commercial production, if any, of our mineral properties or biofuels business.

Mining exploration costs

For the year ended Deccmber 31, 2007 the Company incurred expenses of $8,000 in mining cxploration costs (December 31, 2006 - $nii) as the Company initiated
phase 1 of its exploration program,

Selling, general and administrative charges
For the year ended December 31, 2007 the Company incurred selling, general and administrative charges of $3,213,000 (December 31, 2006 - $68,000),

The main components of the charges consisted of the following: $1,477,000 in directors® salaries, $224,000 in staff salaries and other costs, $503,000 in
professional fees, $270,000 in consulting fees, $148,000 in rent and other property costs and $149,000 in travel and entertaining costs. The directors salaries
include the fair value $308,000 attributed to the comipensatory element of the non-retirement of shares held by Tom Barm, the fair value of $124,000 attributed to
the 137,244 shares issued to Tom Barr on May 22, 2007 for services rendered , the fair valug of $178,000 attributed to the 200,000 shares acquired by Tom Barmr
from Esther Briner (a stockholder) on May 25, 2007 at below market rate and a charge of $35,000 for the fair value of 65,000 shares of Common Stock (based on

a value of $0.90 per share - the market value of a share at the date of grant) to be distributed to Paul Gothard on the successful listing of four financial reports as
per his employment agreement.

We anticipate that our operating expenses will increase as we continue to undertake our plan of operation, and our plan of diversification to the extent
feasible.




Impairment of excess of purchase price over net assets acquired

For the year ended December 31, 2007 the Company incurred an expense of $21,595,000 (December 31, 2006 - $1,303,000) representing the impairment
of excess of purchase price over net asscts acquired.

Under United States Generally Accepted Accounting Principles (“GAAP™) where the acquired company is a “development stage™ enterprise then any
Excess of Purchase Price over Net Assets Acquired is cxpensed at the time of acquisition.

The Financial Accounting Standards Board ("FASB™) have provided guidelines as to identifying a “development stage” enterprise:

“an enterprise shall be considered to be in the development stage if it is devoting substantially all of its efforts to establishing a new business and cither of the
following conditions exists:

a) Planned principal operations have not commenced.
b) Planned principal operations have commenced, but there has been no significant revenue there from.

A development stage cnterprise will typically be devoting most of its ¢fforts to activities such as financial planning; raising capital; exploring for natural resources;
developing natural resources; research and development; establishing sources of supply; acquiring property, plant, equipment, or other operating assets, such as
mineral rights; recruiting and training personnel; developing markets; and starting up production.”

The Company has determined that FFE Ltd is a development stage company and therefore the Excess of Purchase Price over Net Assets Acquired has
been expensed.

Impairment of license
For the year ended December 31, 2007 the Company incurred an impairment charge of $nil (December 31, 2006 - $10,000).

The Company determined that its Malibu Gold Property license was to be fully impaired in the nine months ended September 30, 2006, as per SFAS 144;
“Accounting for the Impairment of Long-Live Assets.” Impairment is the condition that exists when the carrying amount of 8 long-lived asset (asset group) exceeds
its fair value. An impairment loss shall be recognized only if the carrying amount of a long- lived asset (asset group) is not recoverable and exceeds its fair value.
The carrying amount of a long-lived asset {asset group) is not recoverable if it exceeds the sum of the undisclosed cash flows expected to result from the use and
eventua! disposition of the asset (asset group). Our determination is based on the Company’s current period operating loss combined with the Company’s history of
operating losses and our projection that demonstrates continuing losses associated with the Malibu Gold Property.

In accordance with FASB 144, 25, “An impairment loss recognized for a long-lived asset (asset group) to be held and used shall be included in income from
continuing operations before income taxes in the income statement of a business enterprise and in income from continuing operations in the statement of activities
of a not-for-profit organization. 1f a subtotal such as “income from operations” is presented, it shall include the amount of that loss.” The Company has recognized
the impairment of a long-lived asset by declaring that amount as a loss in income from operations in accordance with an interpretation of FASB 144,

Net Loss

We incurred 2 net loss in the amount of $23,912,000 for the year ended December 31, 2007 as opposed to $1,381,000 for the period from inception
(March 10, 2006) to December 31, 2006. We have not ezmed any revenues to date. We can provide no assurance that we will ¢am any revenue or that any
revenue earned will exceed the expenses incurred.

LIQUIDITY AND CAPITAL RESOURCES

At December 31, 2007, cash was $16,156,000. We had other current assets of $156,000 and current labilities of $305,000. We attribute our net loss to
having no revenues to offset our operating costs. At December 31, 2006 the Company had $1,613,000 in cash and current liabilitics of $74,000.

Net cash used in operating activities was $2,169,000 during the year ended December 31, 2007 and $2.000 for the period from inception (March 10, 2006)
to December 31, 2006.

During the year to December 31, 2007 the Company used net cash in investing activities of $787,000. The Company used $787,000 in purchasing property
and equipment — principally on planning permissions and the EWA with Lurgi. During the period from inception (March 10, 2006) to December 31, 2006 the
Company used net cash in investing activities of $30,000 acquiring a mineral license from Jim Laird (director and stockholder) and acquiring the 15% interest in
FFE Lid.

During the year to December 31, 2007 the Company received net cash provided by financing activities of $17,333,000 as a result of the private placements
completed on May 29, 2007 and July 31, 2007. During the period from inception (March 10, 2006) to December 31, 2006 the Company received net cash
provided by financing activities of $1,645,000 from private placements.

The Company expects to incur costs on the Malibu Gold Property of $100,000 and, additionally, $500,000 on general corporate, investor relations and
regulatory costs over the next 12 months to December 31, 2008.

The Company’s wholly owned subsidiary, FFE Ltd, expects to incur continuing operating costs of approximately $2.5m to $3.5m over the next 12 months
to December 31, 2008 as it ramps up its operations and increases the total employees from 7 to approximately 15+. Additionally FFE Ltd expects to incur
expenditures of between $20m and $40m over the next 12 months to December 31, 2008 on a 200,000 metric tonne capacity biodiesel plant subject to FFE Ltd
signing Early Works (signed Septernber 28, 2007 with Lurgi) and Engineering, Procurement and Construction agreements for the proposed CardifT site which has
recently been granted planning permission for the crush and solvent extraction plants.
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Based on our current operating plan, we do not cxpect to generate revenue that is sufficient to cover our expenses for at Icast the next twelve months, At
December 31, 2007 we had cash of approximately $16.2m so we may need to obtain additional financing te operate our business for the next twelve months, We
aim to taise any further capital necessary to fund our business through cither a private placement of our common stock or debt or a combination of both. Additional
financing, whether through public or private cquity or debt financing, arrangements with stockholders or other sources to fund operations, may not be available, or
if available, may be on terms unacceptable to us. Our ability to maintain sufficient liquidity is dependent on our ability to raise additional capital, If we issue
additional cquity securities to raise funds, the ownership percentage of our existing stockholders would be reduced. New investors may demand rights, preferences
or privileges senior to those of existing holders of our common stock. Debt incurred by us would be senior to equity in the ability of debt holders to make ¢laims on
our asscts. The terms of any debt issued could impose restrictions on our operations. If adcquate funds arc not available to satisfy cither short or long-term capital
requirements, our operations and liquidity could be matenially adversely affected and we could be forced to cease operations.

Recent Accounting Pronouncements

[n June 2006, the Financial Accounting Standards Board ("FASB") issucd FIN 48 “Accounting for Uncertain Tax Positions - an Interpretation of FASB
Statement No. 109, which prescribes a recognition and measurement model for uncertain tax positions taken or expected to be taken in the Company’s tax returns.
FIN 48 provides guidance on recognition, classification, presentation, and disclosure of unrecognized tax benefits. The Company has adopted FIN 48 and it has not
had a material impact on its financial position, operations or cash flows,

In September 2006, the FASB issucd SFAS No. 157, “Fair Value Measurements™ {*SFAS No. 1577), which defines fair value, cstablishes a framework for
measuring fair value in accordance with generally accepted accounting principles and expands disclosures about fair value measurements, SFAS No. 157 applies to
other accounting standards that require or permit fair value measurements. Accordingly, it does not require any new fair value measurement. SFAS No. 157 will be

cffective for the Company on January 1, 2008. The Company is currently evaluating the impact the adoption of SFAS No. 157 will have on its financial position
and results of operations.

In February 2007, the FASB issued SFAS No.159, “The Fair Value Option for Financial Assets and Financial Liabilities " (“SFAS No.159"), which
permits entities to choose to measure many financial instruments and certain other items at fair value that are not currently required to be measured at fair value.

SFAS No.159 will be effective for the Company on January 1, 2008. The Company is currently evaluating the impact the adoption of SFAS No.159 will have on
its financial position and results of operations.

In December 2007, the FASB issued SFAS No. 141(R),"Business Combinations” ("SFAS No. 141(R)"), which establishes principles and requirements for
how an acquirer recognizes and measures in its financial statements the identifiable assets acquired, the liabilities assumed, and any noncontrolling interest in an
acquiree, including the recognition and measurement of goodwill acquired in a business combination. SFAS No. 141R is effective as of the beginning of the first
fiscal year beginning on or after December 15, 2008. Earlier adoption is prohibited and the Company is currently evaluating the effect, if any, that the adoption will
have on its financial position, results of aperations or cash flows.

In December 2007, the FASB issued SFAS No. 160, "Noncontrolling Interest in Consolidated Financial Statements, an amendment of ARB
Ne. 51" ("SFAS No. 160™), which will change the accounting and reporting for minority interests, which will be recharacterized as noncontrolling interests and
classified as a component of equity within the consolidated balance sheets. SFAS No. 160 is effective as of the beginning of the first fiscal year beginning on or
after December 15, 2008, Earlier adoption is prohibited and the Company is currently evaluating the effect, if any, that the adoption will have on its financial
position, results of operations or cash flows.

ITEM 7. FINANCIAL STATEMENTS

Financial statements as of and for the fiscal year ended December 31, 2007 been examined to the extent indicated in their report by BDO Stoy Hayward
LLP, independent registered public accounting firm, and have been prepared in accordance with GAAP and pursuant to Regulation S-B as promulgated by the
SEC. The aforementioned financia! statements are included herein starting with page F-1.

ITEM 8. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE.

On June 29, 2007, Flex Fuels Energy, Inc. (the "Company") dismissed Moore & Associates, Chartered (“Moore”) as its independent accountants, Effective
as of the same date, the Company's Board of Directors approved the decision to change the independent accountants.

Except for a “Going Concern” disclaimer issued by Moore in connection with the audit of our financial statemenits for the fiscal year ended December 31,
2006, the report of Moore on the financial statements for the last fiscal year contained no adverse opinion or disclaimer of opinion and were not qualified or
medified as to uncertainty, audit scope or accounting principle.

In connection with its audit for the most recent fiscal year and up to the date of the Current Repont filed on July 3, 2007, there have been no disagreements
with Moore on any matter of accounting principles or practices, financial statement disclosure, or auditing scope or procedure, which disagreements if not resolved
to the satisfaction of Moore would have caused them to make reference thereto in their report on the financial statements for such years.

During the two most recent fiscal ycars Moore did not advise the Company with respect to items listed in Regulation S-B [tem 304(a)(1)(iv}(B)). We have
has requested that Moore furnish us with a lefter addressed to the SEC stating whether or not it agrees with the above statements. A copy of such letter was filed as
exhibit #16.1 to the Company's Current Report on Form 8-K filed with the SEC on July 3, 2007.
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Subsequent to their dismissal significant crrors were discovered Icading to the amended December 31, 2006 Annual Repon. In light of the discovery of
these crrors, BDO Stoy Hayward LLP (“"BDO™) was cngaged by the Company to also re-audit the Company’s financial statements for the fiscal year ended
December 31, 2006, included in the Company’s Annual Report on Form 10-KSB/A filed by the Company with the SEC on April 26, 2007.

The Company cngaged BDO as its new independent accountants as of June 29, 2007, During the two most recent fiscal years and through the date of this
Annual Report, the Company has not consulted with BDO regarding cither (i) the application of accounting principles to a specified transaction, either completed or
proposed; or the type of audit opinion that might be rendered an the Company's financial statements, and neither a written report was provided to the Company nor
oral advice was provided that BDO concluded was an important factor considered by the Company in reaching a decision as to the accounting, auditing or financial
reporting issue: or (ii) any matter that was cither the subject of a disagreement, as that term is defined in Item 304(a){1)(iv} of Regulation S-B and the related
instructions to Item 304 of Regulation S-B.

ITEM 8A(T). CONTROLS AND PROCEDURES,
(2) Evaluation of Disclosure Controls and Procedures

Qur management is responsible for establishing and maintaining adequate internal control over financial reporting. The Securities Exchange Act of 1934
defines internal control over financial
reporting in Rule 13a-15(f) and 15d-15(f} as 2 process designed by, or under the supervision of, the company's principal executive and principal financial officers
and ¢ffected by the company’s board of directors, management and other personnet, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles and includes those policies and
procedures that:

. Pertain to the maintenance of records that in reasonable detail accurately and fairly reflect the transactions and dispositions of the assets of the
company,

. Provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally
accepted accounting principles, and that receipts

and expenditures of the company are being made only in accordance with authorizations of management and directors of the company; and

. Provide reasonable assurance regarding prevention or timely detection of unauthotized acquisition,
use or disposition of the company's assets that could have a material effect on the consolidated financial statements.

In connection with the preparation of this Annual Report, our management, with the participation of our Chief Executive Officer and our Chief Financial
Officer, carried out an evaluation of the effectiveness of the design and operation of our disclosure controls and procedures as of December 31, 2007, Based on this
cvaluation, our principal executive officer and principal financial officer have concluded that our disclosure controls and procedures are, as of December 11, 2007
reflected in this Form 10-KSB, effective to ensure that the information required to be disclosed by us that we file or submit under the Exchange Act, is recorded,
processed, summarized and reported within the time periods specified in the Securities and Exchange Commission rules and forms.

Based upon its assessment, our management concluded that, as of December 31, 2007, our internal controls over financial reporting are cffective.

This annual report does not include an atestation report of the company's registered public accounting firm regarding intemal control over financial
rcporting. Management’s report was not subject to attestation by the company’s registered public accounting firm pursuant to temporary rules of the Securities and
Exchange Commission that permit the company to provide only management’s report in this annual report.

In April 2007, the Company determined, after consultation with its independent registered public accounting firm, that a restatement of its financial statements
for the year ended December 31, 2006 filed as part of its Annual Report on Form 10-KSB filed with the Securities and Exchange Commission on April 17, 2007,
was necessary due to certain erroneous entries appearing in its financial statements. Specifically, the Company filed an amended Annual Report on Form 10-KSB/A
for the year ended December 31, 2006 (“the Amended Report”) that amended and restated the Report solely to:

(i) amend and restate the Company s financial statcments filed as part of the Report to correct:

(2) erroneous “Paid in Capital” entry and “Retained camings (deficit)” eniry and resulling changes in “Total stockholders’ equity™ and “Tota) liabilitics and
stockholders’ equity™ cntries as of December 31, 2006, set forth in the Balance Sheet located on page F-2 of the Amended Report,

{b) erroneous “Deficiency Accumulated During Development Stage™ entry and “Total Equity” entry as of December 31, 2006, set forth in the Statement of
Shareholders Equity on page F-5 of the Amended Repont,

(c) erroneous “Cash Flow from Financing Activities™ entry, “Cash at end of period” entry, and “Shares issued in Licu of Payment for Service™ entry for the
fiscal year ended December 31, 2006, set forth in the Statement of Cash Flows located on page F-6 of the Amended Report, and

(ii) correcily disclese director compensation paid to a member of the Company's board of directors during the fiscal year ended December 31, 2006, set forth on
page 28 of the Amended Report.

Thereafter, on May 29, 2007, the Company completed the scquisition of Flex Fuels Energy Limited. [n connection with and following the completion of such
transaction, management of the Company changed and, thereafler, the Company engaged new independent accountants. Following such changes, in July 2007, the
Company’s exccutive officers after having discussions with the Company's board of directors noticed that the while the Company had filed their Form 10-KSB/A
in April, the Company continued to statc that the Company's Controls and Procedures were effective. The Company’s executive officers concluded that the
Company's previously issued financial statcments covering the fiscal year ended December 31, 2006, along with the Report of [ndependent Registered Certified
Public Accounting Firm and quarterly period ended March 31, 2007 which had been filed by the Company with the Securities and Exchange Commission on Form
10-KSB/A and Form 10-QSB on April 26, 2007 and May !5, 2007, respectively, should no longer be relied upon because of errors in such financial statements as
further addressed below. Subsequently, during July 2007 the Company reviewed the internal controls as of December 31, 2006, and identified the following
material weaknesses in our intemal control over financial reporting:
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- We did not maintain a proper in-house finance function and relied upon a third party to maintain the finance function and prepare the financial reports;

+ We did not maintain a timely and accurate period-cnd financial statement closing process or cffective procedures for reconciling and compiling our financial
records in a timely fashion. With respect to these procedures management determined that the material weakness arose due to the lack of training,
cxperience or knowledge of persons preparing the financial records;

+ We did not effectively monitor the third-party accounting function and our oversight of financial controls; and

- The Compeany's knowledge of US GAAP was limited

The Company consequently prepared and filed in Scptember 2007 a further amended Form 10-KSB for the fiscal year ended December 31, 20086, as well
as an amended Form 10-QSB for the fiscal quarter ended March 31, 2007, which reports included audited financial statements that had been audited by the
Company’s new independent accountants and restated unaudited financial statements that corrected all of the prior errots contained in such financial statements and
filings. Specifically, (a) the amended Annual Report on Form 10-KSB/A was filed by the Company solely to comrect:

|. unrecorded liabilities incurred in the year ended December 31, 2006;

2. certain legal costs associated with the investment in Flex Fuels Energy Limited and the private placement that were expensed incorrectly in the
Staternent of Operations for the fiscal year ended December 31, 2006;

. to amend the fair value atwributed to the stock issued to Mr. Tom Barr;

. to consolidate the balance sheet and results of Flex Fuels Energy Limited; and

. to comrectly disclose related party ransactions.

[ AR W)

In addition, the amended Quarterly Report on Form 10-QSB was filed by the Company solely to correct:

1. unrecorded liabilities of $42,000 and other errors totaling $10,05C incurred in the quarter ended March 31, 2007;

2. to amend the balance sheets to reflect adjustments made in the Financial Statements for the period ended December 31, 2006 filed in the further
amended Form 10-KSB;

3, to include the periods missing from the previous filing (Inception to March 31, 2006 and Inception to March 31, 2007) in the Statements of
Operations and Statements of Cash Flows;

4. to consolidate the balance sheet and resuits of Flex Fuels Energy Limited; and

5. to correctly disclose related party disclosures.

We believe that the issues surrounding the restatements of these reports, mainly the maintenance of a proper in-house finance function, maintenance of intemal
controls related to the financial closing, review, and analysis process, oversight of financial controls, and the Company’s knowledge of US GAAP have been
addressed as of the date of filing the amended Forms 10-KSB/A and 10-QSB/A (September 12, 2007), We further belicve that the addition of new management
personnel, including new management which resulted from the Company's acquisition of Flex Fuels Energy Limited with its own finance function and the
appointment of Paul Gothard, an experienced qualified accountant, as Chief Financial Officer, has addressed and remedied the material weaknesses described
above, strengthened our internal controls and ensure that they will be cffective in future periods. On March 3, 2008 Mr. Gothard subsequently resigned from the
Company but we are in the process of assessing replacements who we expect to be of a similar caliber and experience. We note that the Company expended the
sum of $60,000 in connection with the re-audit of the Companys historical financial statements by its new independent accountants.

To remedy such material weaknesses, controls installed in the quarter to September 30, 2007 include but are not limited to the following:

- Hiring stafT experienced in both US GAAP and SEC reporting requirements

- Segregating preparation and review duties of quarterly and annual reports

- Installing 2 monthly financial closing and management reporting process including reconciliations of material and significant accounts (such as bank, payables
and fixed assets)

- Formal purchasing and approval policies and associated limits

- Establishing budgeting and forecasting procedures

- Ensuring staff are properly trained

* Appointing new independent auditors

Limitations on the Effectiveness of Controls

The Company's disclosure controls are designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles.

Management, including the Company’s Chief Executive Officer and Chief Financial Officer, does not expect that our disclosure controls or our internal
controls over financial reporting will prevent all error and fraud. A control system, no matter how well conceived and operated, can provide only reasonable, but no
absolute, assurance that the objectives of a control system are met. Further, any control system reflects limitations on resources, and the benefits of a control
system must be considered relative to its costs. Because of the inherent limitations in a cost-cffective control system, misstatements due to error or fraud may occur
and may not be detected. Also, any evaluation of the effectiveness of controls in future periods are subject 1o the risk that those internal controls may become
inadequate because of changes in business conditions, or that the degree of compliance with the policies or procedures may deteriorate.

(b) Changes in Internal Controls

There were changes in the Company's internal control over financial reporting during the petiod covered by this Annual Report on Form 10-KSB, which
were identified in connection with management’s evaluation required by paragraph (d) of rules 13a-15 and 15d-15 under the Exchange Act, that have materially
affected, or are reasonably likely to materially afTect, the Company's intcrnal control over financial reporting.
ITEM 8B(T). OTHER INFORMATION.

None.
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PART Il

{TEM S, DIRECTORS, EXECUTIVE OFFICERS, PROMOTERS, CONTROL PERSONS AND CORPORATE GOVERNANCE;
COMPLIANCE WITH SECTION 16(a) OF THE EXCHANGE ACT.

The following table sets forth information regarding our directors and exccutive officers as of December 31, 2007:

Name Age Position Director Since
Brian Barrows(1) 63  Chief Executive Officer and Director October 2007
Paul Gothard (2) 40  Chief Financial Officer and Dircctor May 2007
James Laird (3) 52  Vice President of Mineral Operations and Director . i March 2006
Thomas Barr (4) 48 Vice President of Alternative Fuel Operations and Director December 2006

(1) Mr. Barrows was appointed as our Chief Executive Officer and a dircctor on October 17, 2007,

(2) Mr. Gothard was appointed as our Chicf Financial Officer on June 11, 2007 and director on May 29, 2007, in connection with the Acquisition of FFE Lid.
(3) Mr. Laird was appointed as our Chicf Exccutive Officer, acting Chief Financial Officer, President and director from the date of inception of our company,
March 10, 2006. Subsequently, on Jung §1, 2007 Mr. Laird resigned as our Chief Executive Officer and our acting Chief Financial Officer, and was appointed as
our Vice President of Minerai Exploration Operations.

(4) Mr. Barr was appointed as our director on December 18, 2006, and as our Vice President of Alternative Fuel Operations on April 12, 2007.

The term of office of each director of the Company ends at the next annual meeting of the Company's stockholders or when such director’s successor is
clected and qualifies. No date for the annual meeting of stockholders is specified in the Company’s bylaws or has been fixed by the Board of Directors.

The following information sets forth the backgrounds and business experience of the directors, executive officers and key employees:

Brian Barrows, 63. Brian Barrows was appointed Chief Executive Officer and a member of our board of directors effective as of October 17, 2007. Brian is
currently the Chief Executive Officer and director of FFE Lid, the Company’s wholly owned subsidiary. Brian joined FFE Ltd in July 2007. From July 1997 to
June 2007 Mr. Barrows served as Head of Energy Operations for the devolved administration in Wales, initially within the Welsh Development Agency and
ultimately for the Welsh Assembiy Government. This was a strategic role across the entire energy spectrum, including upstream and downstream oil & gas, coal
extraction, large scale power generation, rencwable energy and both electricity and gas transport infrastructure. In this role Mr. Barrows prepared Ministerial briefs
and correspondence, attended Ministerial inter-governmental and industry visits in the UK and overseas. Mr. Barrows participated in Policy development and had a
facilitation role in over $15 billion of cnergy projects and related strategic supply chains, This included two major LNG terminals and associated gas infrastructure
reinforcement, several CCGT and coal fired power plants, both the UK’s first major onshore and offshore wind farms, a 350 MWe CFB biomass gencration plant
and the incubation of advanced new renewable technologics for marine gencration, coal mining and pyrolysis gasification. From 1973 to 1997, Mr. Barrows worked
in the international Offshore Qil & Gas industry progressing through junior to senior project management positions in a range of both capital and operational
engineering projects including deployment of a varicty of high value marine and sub-sea assets on a global basis.

Paul Gothard, 40. Paul Gothard, a chartered accountant, was appointed as a member of our board of directors effective as of May 29, 2007, Paul is currently the
Chief Financial Officer of FFE Ltd. Paul joined FFE Ltd in January 2007. Prior to joining FFE Ltd, Paul was the Chief Financial Officer and director of MGT
Capital Investments, Inc (formerly Medicsight, Inc), an investment company that focuses on the Healthcare Information Technology sector. Paul joined MGT in
July 2001 as Group Financial Controller and was appointed Chief Financial Officer and director to the board in November 2002. Paul left MGT in March 2006
after successfully listing it on the American Stock Exchange. Between April 2006 and December 2006 Paul enjoyed a career break, Paul obtained a BA (Honours)
degree in 1989 in Accounting and Finance and subsequently became a member of the Institute of Chartered Accountants in England and Wales in 1993.

James Laird, 52. Jim Laird has been a prospector and mining exploration contractor for more than 30 years. Mr. Laird completed the BC EMPR course
“Advanced Mineral Exploration for Prospectors, 19807, Mr. Laird is familiar with the geology of the project arca and has more than 30 years cxperience consulting
in British Columbia, Canada.

Thomas Barr, 48. Thomas Barr was appointed as a member of our board of directors on December 18, 2006. From February 1 of 2006 to date, Mr. Barr has
served as a consultant to Index Oil and Gas Inc. providing investor and public relations advice. From January i of 2005 to January 31 of 2006, Mr. Barr acted as a
consultant to small and medium sized private enterprises regarding prospective funding, investor and public relations strategy, collateral creation and public market
quotation. From December of 2001 to December of 2004 Mr. Barr served as a consultant to EasyScreen PLC, a fully listed London Steck Exchange Company, at
which Mr. Barr's main dutics were to draft and implement corporate statements and was an integral part of the team involved in several private placement funding
rounds prior to the company's acquisition. From January 1996 to November 2001 Mr, Barr was private analyst and investor in publicly quoted stocks. From 1981
to 1996, Mr. Barr worked for 15 years in the North Sea as a professional saturation diver involved in oil and gas field sub-sea construction. Mr. Barr obtained a
BSc in Biology from Stirling University, Scotland, in 1981,

Board Committees:

At this time, the board has no committees, including an audit, nominating or compensation committee, but the Company intends to create such committees
following the annual meeting and clection of dirccters. Furthermore, our Board of Directors intends to form an Audit Committee based on the following terms.

Members of our audit committee will serve for a term or terms as determined by our Board of Directors. The purpose of the Audit Committee of the Board
of Directors of the Company will be to provide assistance to the Board in fulfilling its responsibility relating to oversight of corporate accounting, reperting practices
of the Company, the quality and integrity of the financial reports of the Company, the Company's compliance with legal and regulatory requirements, the
qualifications and independence of the Company's independent auditors and the performance of the Company's independent auditors and internal audit function,
The Committee shall maintain free and open communication between the directors, the independent auditors, the internal zuditor and the financial management of
the Company.
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The Audit Committce shall be composed of at least three dircctors who are independent of the management of the Company and are free of any
rclationship that, in the opinion of the Board of Directors, would interfere with their excreise of independent judgment as Committee members. All members of the
Audit Committee must have a working familiarity with basic finance and accounting practices and shall meet the independence, experience and expertise
requirements of the New York Stock Exchange and other applicable laws and regulations (including SEC Rule 10A-3). At least one member of the Committec must
have accounting or related financial management expertise as defined by the Sccurities and Exchange Commission (the "SEC™) and, in the judgment of the Board of
Dircctors, be capable of serving the functions expected of an audit committee financial expert.

Family Relationships
None.
Code of Ethics

As of the date of this Annual Report, we have adopted a Code of Ethics (the “Code of Ethics”) applicable to our principal exccutive, financial and
accounting officer or persons performing similar functions,

Compliance with Section 16 of the Exchange Act.

Section 16(a) of the Exchange Act requires our directors, officers and persons who own more than 10% of a registered class of our equity securities to file
reports of ownership and changes in ownership with the Sceurities and Exchange Commission, Directors, officers and greater than 10% stockholders are required
by SEC regulations to fumish us with copies of all Section 16(2) forms they file. Based solely upon our review of the copies of such forms that we received during
the fiscal year ended December 31, 2007, apart from the 10% stockholder detailed below, we believe that cach person who at any time during the fiscal ycar was a
director, officer or beneficial owner of more than 10% of our Common Stock complied with all Section 16(g) filing requirements during such fiscal year.

Gillian Penton — the holder of 7,865,341 shares of Common Stock.
ITEM 10. EXECUTIVE COMPENSATION

The following table provides certain summary information concerning compensation awarded to, eammed by or paid to our Chief Executive Officer and other
named executive officers and directors of our company whose total annual salary and bonus cxceeded $100,000 (collectively, the “named officers™) for the year
ended December 31, 2007,

Summary Compensation Table

Change in
Pension Value
and Non-
Quualified
Non -Equity Deferred
Stock Opetion Incentive Plan  Compensation All Other
Name &Princlpal Salary Baonus Awards Awards Compensation Earnings Compensation  Total
Position Year (5°000) (5'000) (§'000) {§°000) ($°000) (5°000) (5°000) (5°000)
Bris.. Barrows . T i "”.' - *: """j_”" cTTmmm T o e T "”“""'““_"]
Chief Executive i . ' i
Officer and . : T .o j
Director (2) .0 .. .15 - . . - I S . - . 15
Gordo.. Ewart ~~ T i T T o T e
Chief Executive  * ’ ‘
Director (3)_ _ . 2007 __ 193 - st e e et - ﬂ,,l93J
Paui Gothard i o i ) oo o T 1
Chief Financial |
Officer and .
Director (4) 2007 149 - 5 . - ' - .- - 184
Jim Laird . ’ ' ’ '
Director (5) 2007 34 - . - : - - - - 344
2006 4 - - - . . - 4
Thomas Barr "’ o ’ ’ T
Director (6} . 2007 101 - 610 (8) - - - - T
2006 - - 48 (9 - - - - 48




{1) With the cxception of reimbursement of expenses incurred by our named cxecutive officers during the scope of their cmployment and stated stock award
amounts, none of the named cxecutive reccived any other compensation, perquisites, and personal benefits in excess of $10,000.
{2) Mr. Barrows was appointed as our Chief Executive Officer and a director on October 17, 2007.
{3) Mr. Ewart was appointed as our Chief Executive Officer on June 11, 2007 and director on May 29, 2007. Subsequently, on October 17, 2007 Mr. Ewart
resigned as our Chicf Exccutive Officer and dircctor.
(4) Mr. Gothard was appointed as our Chicf Financial Officer on June 11, 2007 and director on May 29, 2007,
{5) Mr. Laird was appointed as our Chief Exccutive Officer, acting Chief Financial Officer, President and director from the date of inccption of our company,
March 10, 2006. Subscquently, on June 11, 2007 Mr. Laird resigned as our Chicf Exccutive Officer and our acting Chicf Financial Officer.
(6) Mr. Barr was appointed as our director on December 18, 2006.
(7) Mr. Gothard is due to receive 65,000 shares of our Common Stock on completion of the fourth financial filing (Form 10K or 10Q) following his appointment as
Chief Financial Officer. Amount represents stock-based compensation expense for fiscal year 2006 for awards of stock granted in fiscal year ended December 31,
2007, under SFAS 123R.
{8)Mr. Barr's stock award for fiscal 2007 is camprised of the following:

On May 11, 2007 Mr. Barr was not required to retire shares of Common Stock in line with other sharcholders — fair value of this compensatory element
was $308,000.

Effective as of May 22, 2007, Mr, Barr received 137,344 shares of our Common Stock in consideration for his services as a member of our board of
directors (fair value $124,000).

On May 25, 2007, Mr. Barr acquired 200,000 shares of Common Stock from a shareholder in a private transaction at below market value — fair value of
this compensatory element was $178,000.
All amounts represent stock-based compensation expense for fiscal year 2006 for awards of stock granted in fiscal year ended December 31, 2007, under
SFAS 123R.
{9} Effective as of December 18, 2006, Mr. Barr received 412,038 shares of our Common Stock in consideration of his appointment as a member of our board of
directors on the same date. Amount represents stock-based compensation expense for fiscal year 2006 for awards of stock granted in fiscal year ended December
31, 2006, under SFAS 123R.

In addition, we do not have cither (i) a plan that provides for the payment of retirement benefits, or benefits that will be paid primarily following retirement,
including but not limited to tax-qualified defined benefit plans, supplemental executive retirement plans, tax-qualified defined contribution plans and nonqualified
defined contribution plans, nor (ii) any contract, agrecment, plan or arrangement, whether written or unwritten, that provides for payment(s) to any of our named
executive officers at, following, or in connection with the resignation, retirement or other termination of any of our named executive officers, or in connection with
the change in control of our company or a change in any of our named exccutive officers’ responsibilitics following a change in control, with respect to each of our
named executive officers.

OUTSTANDING EQUITY AWARDS AT FISCAL YEAR-END

The following table sets forth information with respect concerning unexercised options; stock that has not vested; and equity incentive plan awards for each
of our named executive officers outstanding as of the ¢nd of our fiscal year ended December 31, 2007 and grents of options to purchase our Common Stock under
our cquity compensation plans, if any, to the named executive officers during the fiscal year ended December 31, 2007. As of December 31, 2007, we have not
adopted any equity compensation plan pursuant to which we may grant equity awards to eligible persons,

Option Awards Stock Awards
Equity Equity
Incentive [Incentive
Plan  Plan Awards:
Market Awards: Market or

Equity Value Number Payout
Incentlve of of Value
Plan Shares Unearned of
Awards: Number or Shares, Unearned
Number Number Number of Shares Units Units or Shares,
of of of or Units  of Other Units or
Securities Securities Securities of Stock Stock  Rights Other
Underlying Underlylng Underlying That That That Rights
Unexercised Unexerclsed Unexercised Option Have Have Have That Have
Options Options Unearned Exercise Option Not Not Not Not
# # Options Price Expiration Vested Vested Vested Vested
Name Exercisable Unexercisable (#) ($) Date (#) (5) {#) {3)
Brian .
Barrows - . - ; - . . . - .= - —_. . - .
Gordon
Ewart _ — L — -— — - — _ L —
Paul
Gothard
) —_ : - N — - - —-— — 65,000 75,000

(1} Mr. Gothard is due to receive 65,000 shares of our Common Stock on completion of the fourth financial filing (Form LOK or 10Q) following his
appointment as Chief Financial Officer. The common stock is expected to be issued in May 2008, The amount of $35,000 has been accrued as stock-based
compensation expense for fiscal year 2007 for awards of stock granted in the year ended December 31, 2007, under SFAS 123R.




Employment Agreements

Brian Barrows

The Company is in the process of finalizing a coniract with Mr. Brain Barrows. Currently, Mr. Barrows is currently being paid approximately $12,500 per
month for his services.

Pauf Gothard

On May 29, 2007, as a result of a successful Acquisition of FFE Ltd by Flex Fucts, and effective es of March 28, 2007, FFE Ltd cntcred into an
Employment Agreement with Mr. Paul Gothard to employ Mr. Gothard as its Chief Financial Officer. In the event Mr. Gothard agrees to serve in any capacity with
the Company, he will be compensated solely by FFE Ltd for the provision of such scrvices pursuant to the terms of his employment agreement with FFE Lid,
unless agreed to otherwise. The following are the material terms of Mr. Gothard’s employment agreement:

Mr. Gothard is entitled receive an annual salary of $180,000 (£90,000) per year. Mr. Gothard is also entitled to reccive 65,000 shares of Flex Fuels's
Common Stock subject to the approval of the board of directors of FFE Ltd, and shall be further subject to an 18 month lock up provision. Mr. Gothard’s salary
shall be subject to a yearty review and shall be also reviewed in the event of a change of control and he shall be further cligible for an annual bonus, each as
approved by FFE Lid’ Board of Directors as more fully set forth in the agreement. Mr. Gothard shall also be entitled to (i) the reimbursement of his expenses
incurred in the performance of his duties as an employee of FFE Ltd, and (ii) standard holiday and sickness and pension benefits as more fully set forth in the
cmployment agreement, Mr. Gothard's employment agreement does not provide for any pension benefits. Additionally, FFE Ltd egreed to provide to Mr. Gothard
Dircctors’ and Cfficers” Liability Insurance.

The employment agreement provides for continuous employment without a set date of termination, unless terminated by either party upon 3 months written
notice. FFE Ltd may also terminate Mr. Gothard's emptoyment when Mr. Gothard shall reach such age as FFE Ltd’ Board of Directors determines as the
appropriate retirement age for the scnior employees of company, FFE Ltd shall also be entitled to terminate Mr. Gothard’s employment (i) in the event he is
prevented by reason of ill health or accident from his duties under his employment agreement for a period of or periods aggregating 180 days in the preceding 12
months, {ii) if any of the evens set forth in Section 17.1 of the employment agreement occur, or (iii} at FFE Lid” sole and absolute discretion effective immediatety
on the date of termination if FFE Ltd provides to Mr. Gothard the amount of his base salary that he would be entitled for under the applicable period of notice,

James Laird

Effective December 1, 2006 we executed an employment agreement dated April 12, 2007 with Mr. James Laird (“Laird Employment Agreement’”), our
Chief Executive Officer, President, acting Chief Financial Officer, Secretary, Treasurer and a member of our board of directors, for the services of Mr, Laird to us
in the stated capacitics for a one year term ending November 30, 2007 (the “Laird Employment Tcrm™). The Laird Employment Agreement shall be subject to
renewal at our sole discretion for successive one (1) year periods if we deliver to Mr. Laird a written notice of our intent to renew the Employment Term by giving
notice to Mr. Laird per the terms of the Laird Employment Agreement. The Laird Employment Agreement provides for compensation 10 Mr, Laird solely in the
form of a Base Salary at a monthly rate of $4,000 for the first four months of the Laird Employment Term, and at a rate of $2,500 thereafter for the remaining
duration of the Laird Employment Term {collectively, the “Base Salary™). Subject to rencwal of the Laird Employment Term, we and Mr. Laird shall mutually
agree to in writing of the amount of the Base Salary that we shall pay to Mr, Laird.

Pursuant to the terms of the Laird Employment Agreement, Mr. Laird shall be provided by us with reimbursement of expenses related to his employment
by us on & basis no less favorable than that which may be authorized from time to time by the Board, in its sole discretion, for scnior level Employees as a group.
During the Laird Employment Term Mr. Laird shall be entitled to standard vacation and holiday benefits, as more fully set forth in the Laird Employment
Agreement. Except as expressly provided in Sections 1.4 through 1.6, Employee shall not be entitled to any other compens&tion or benefits,

[n addition, Mr. Laind and our company agreed to certain confidentiality, non-competition, non-solicitation provisions, as more fully set forth in the Laird
Employment Agreement.

The Laind Employment Agreement may be terminated in accordance with the following provisions: (1) by Company with Cause (as provided in the Laird
Employment Agreement), (2) by Company without cause upon not less than 60 days advance written notice to Mr, Laird; (3) by Mr. Laird's death or disability,
provided that such disability expected to result in death or to be of a continuous duration of no less than six (6) months, and the Employee is unable to perform his

usual and essential duties for the Company; (4) for any reason by Mr. Laird voluntarily terminating the Laird Employment Agreement upon sixty days prior written
notice to the Company.

In the event we terminate Mr. Laird's employment, all payments under the Laird Employment Agreement shall ccase, except for the Base Salary to the
extent already accrued. [n the event of termination by reasen of Mr. Laird's death and/or permanent disability, Mr. Laird or his executors, legal representatives or
administrators, as applicable, shall be entitled to an amount equal to Mr. Laird’s Base Salary accrued through the date of termination. Upon termination of
employment, if Mr. Laird executes a written release, substantially in the form attached to the Laird Employment Agreement, of any and all claims against us and all
related parties with respect to all matters arising out of Mr. Laird’s employment by us, untess the Employment Term cxpires or termination is for Cause, Mr. Laird
shall receive, in full settlement of any claims Mr. Laird may have related to his employment by us, Base Salary for one month from the date of termination,
provided Mr. Laird is otherwise in full compliance with the terms of the Laird Employment Agreement.
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Effective January 1, 2007, we exccuted an employment agreement with Mr. Thomas Barr ("Barr Employment Agreement™), our Vice President of
Alternative Fuct Operations and 2 member of our board of directors, for the services of Mr. Barr to us in the stated capacities for a three month term ending March
31, 2007 (the “Barr Employment Term™). The Barr Employment Agreement shall be subject to renewal at our sole discretion on a month to month basis if we
deliver 10 Mr. Barr a written notice of our intent to renew the Barr Employment Term by giving notice to Mr. Barr per the terms of the Barr Employment
Agreement. The Barr Employment Agreement provides for compensation to Mr. Barr solely in the form of a Base Salary at a monthly rate of $10,000 throughout
the Barr Employment Term (the “Base Salary™), Subject to renewal of the Bagr Employment Term, we and Mr, Barr shall mutually agree to in writing of the
amount of the Base Salary that we shall pay 1o Mr. Barr, Effective as of April 1, 2007, the Barr Employment Agreement was effectively extended for one more
month upon the same terms and conditions.

Pursuant to the terms of the Barr Employment Agreement, Mr. Barr shall be provided by us with reimbursement of expenses related o his employment by
us on a basis no less favorable than that which may be authorized from time to time by the Board, in its sole discretion, for senior level Employeces as a group.
During the Barr Employment Term Mr. Barr shall be entitled to standard vacation and heliday benefits, as more fully set forth in the Barr Employment Agreement.
Except as expressly provided in Sections 1.4 through 1.6, Employee shall not be cntitled to any other compensation or benefits.

In addition, Mr. Barr and we agreed to certain confidentiality, non-competition, non-solicitation provisions, as more fully set forth in the Barr Employment
Agreement.

The Barr Employment Agreement may terminated in accordance with the following provisions: (1) by us with Cause (as provided in the Barr Employment
Agreement), {2) by us without cause upon not less than 60 days advance written notice to Mr, Barr; (3) as a result of Mr. Barr's death or disability, provided that
such disability expected to result in death or to be of a continuous duration of no less than six {6) months, and the Employee is unable to perform his usua!l and

cssential duties for the Company; (4) for any reason by Mr. Barr voluntarily terminating the Barr Employment Agreement upon sixty days priot written notice to
the Company.

In the event we terminate Mr. Barr’s employment, all payments under the Barr Employment Agreement shall ccase, except for the Base Salary to the extent
already accrued. In the event of termination by reason of Mr. Barr's death and/or permanent disability, Mr. Barr or his executors, legal representatives or
administrators, as applicable, shall be entitted to an amount equal to Mr. Barr’s Base Salary accrued through the date of termination. Upon termination of
cmploymnent, if Mr. Barr executes a written release, substantially in the form attached to the Barr Employment Agreement, of any and all claims against us and all
related parties with respect to all matters arising out of Mr, Barr’s employment by us, unless the Employment Term expires or termination is for Cause, Mr. Barr
shatl receive, in full settlenent of any claims Mr, Barr may have related to his employment by us, Base Salary for one month from the date of termination,
provided Mr. Barr is otherwise in full compliance with the terms of the Barr Employment Agreement.

Director Compensation
Sce Executive Compensation table above for the tota! amount of compensation received by members of our board of directors,

Except as set forth above, directors that are non-officers of our company do not receive a cash retainer annually nor do they receive any remuneration for
attendance at a board mecting, other than reimbursement for travel expenses.

ITEM 11. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth certain information regerding beneficial ownership of our Common Stock as of December 31, 2007 (i) by each person who is
known by us to beneficially own more than 5% of our Commeon Stock; (i) by each of our officers and directors; and (iii} by all of our officers and directors as a
group. Each person's address is c¢/o Flex Fuels Energy, Inc., 30 St Mary Axe, London, EC3A 8EP, United Kingdom, The percentages in the table have been
calculated on the basis of treating as outstanding for a particular person, all shares of our capital stock outstanding on December 31, 2007, and all shares of our
Common Stock issuable to that person in the event of the exercise of any outstending options and other derivative securities owned by that person which are

exercisable within 60 days of December 31, 2007. Except as otherwise indicated, the persons listed below have sole voting and investment power with respect to all
shares of our Common Stock owned by them.

Number of Percentage of
shares Beneficially Common Stock
Beneflclal owner Position Owned Owned
Brizn Barrows . Chief Executive Officer and Director: - - |
Paul Averill Gothard Chief Financial Officer and Dircctor - -
James Laird Vice President of Mineral Operations and Director 100,002 (2) .- !
Thomas Barr Vice President of Aliernative Fuel Operations and 749,382 (2) 1.1%
Director
lestyn Morgan - 6,606,887 (2) 9.5%
Gillian Penton _ - 7,865,341 (2) 11.3%
JTC Trustees Limited as Trustee of the Logo . - 7.865.341 () (3) 11.3%
Investment Trust
All Officers and
Directors as a Group 849,384 1.2%
(4 persons)

* Beneficial ownership set forth above is less than 1%.

(1) Percentage ownership is based upon 69,315,441 shares of Common Stock cutstanding as of December 31, 2007 and is calculated scparately for each person on
the basis of the actual number of outstanding shares beneficially owned as of December 31, 2007.

(2) Beneficial ownership consists entirely of our Common Stock.

(3) Mr. Gordon Ewart’s {the Former Chief Executive Officer) beneficial ownership of the shares of the Company’s Common Stock solely consists of him being a
beneficiary of the shares held by JTC Trustees Limited as Trustec of the Logo Investment Trust (“JTC™). Mr. Ewart does not have the disposition or voting power
over shares held by JTC. The combined ownership by JITC and Mr. Ewart is 7,865,341 sharcs. JTC's address is 9 Castle Streew, St Helier, Jersey JEZ 3RT.
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As of December 31, 2007, we have not adopted any cquity compensation plan pursuant to which we may grant equity awards to cligible persons.

The following table summarizes our equity compensation plan information as of December 31, 2007,

Equity Compensation Table

Number of Shares
Remaining Available
for Future Issuance

Number of Shares to Under Equity
Be Issued upon Weighted-Average Compenssation Plans
Exercise of Exercise Price of (Excluding Shares
Outstanding Qutstanding Options, Reflected in
Options, Warrznts Warrants and Rights Column (a))
Plan Category(l) and Rights) (b} (¢c)
iEquity Compensation plans approved by . ) .
stockbolders oL i N/A- . L. TNIA . . . N/A.
iEquity Compensation plans not approved by
stockholders o ] . ... NaA B ) e . NA . o NA
| S S /. SRS ... NA NA_ "

ITEM 12. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDANCE

Transactions with Related Persons, Promoters and Certain Control Persons

On March 27, 2006, the Company acquired a mineral license for the Malibu Gold Property from Mr, James Laird, a director and stockholder, for $10,000.

Since non-Canadian individuals or companies cannot directly hold mineral licenses in British Columbia, James Laird (a director) initially held the license on

behalf of the Company. In June of 2006 the license was transferred by Mr. Laird to Esther Briner (a stockholder), a licensed Canadian prospecting agent and

stockholder, In July of 2007 Ms. Briner subsequently transferred the license to Coalharbour Consulting, Inc (“Coalharbour™), a licensed Canadian prospecting

d

agent owned and cantrolled by Esther Briner. Subscquently in December 2007 the license was transferred back to James Laird who currently holds it on behalf of

the Company.

Review, Approval or Ratification of Transactions with Related Persons

In the event we enter into any transaction with persons related to us, our board of directors will evaluate the terms of all of such transactions to ensure that
such are commercially reasonable and no lcss favorable to us than we could have obtained from an unaffiliated third party on an arm’s length basis, Our policy

requires that all related parties recuse themsclves from negotiating and voting on behalf of our company in connection with related party transactions.

Parents
Not applicable
Promoter and Control Persons

Naot applicable.

CORPORATE GOVERNANCE
Board Determination of Independence

Our board of directors had previously determined that as of December 31, 2006, Mr. Thomas Barr is “independent” as that term is defined by the National

Association of Securities Dealers Automated Quotations (“NASDAQ™); however, on April 12, 2007, we entered into an employment agrecment with Mr. Barr, and
thus our board of directors no longer believes that Mr. Barr is “independent” as that term is defined by the NASDAQ. Under the NASDAQ definition, an

independent director is a person who (1) is not currently (or whose immediate family members are not currently), and has not been over the past three years {or

whose immediate family members have not been over the past three years), employed by the company; (2) has not {or whose immediate family members have not)
been paid more than $60,000 during the current or past three fiscal years; (3) has not (or whose immediately family has not) been a partmer in or controlling

stockholder or executive officer of an organization which the company made, or from which the company received, payments in excess of the greater of $200,000
or 5% of that organizations consolidated gross revenues, in any of the most recent three fiscal years; (4) has not (or whose immediate family members have not),

over the past three years been employed as an executive officer of a company in which an executive officer of our company has served on that company’s

compensation committee; or (5) is not cutrently (or whose immediate farily members are not currently), and has not been over the past three years {or whose
immediate family members have not been over the past three years) a partner of our company's outside auditor. A dircctor who is, or at any time during the past
three years, was employed by the Company or by any parent or subsidiary of the Company, shall not be considered independent.

We are looking to begin the process of recruiting suitably experienced individuals to act as independent directors, including a financially experienced person,

to the Board during 2008.




ITEM 13. EXHIBITS

The following consolidated financial statements for Flex Fuels Encrgy, Inc., arc filed as a pant of this Annual Report:

For the peried from inception (March 0, 2006) to December 31, 2007 Page
Report of Independent Registered Public Accounting Firm F-2
Consolidated Balance Sheets as of December 31, 2007 and December 31, 2006 F-3
Consolidated Statement of Operations for the year ended December 31, 2007, for the period from inception (March 10, 2w6)wDecembe:3l 2006 \
and for the period from inception (March 10, 2006) to December 31, 2007 F4
Consolidated Statement of Stockholders® Equity for the year ended December 31, 2007 and for the period from inception (March 10, 2006) to

December 31, 2006 F-5

Consolidated Statement of Cash Flows for the year ended December 31, 2007, ford:epcnodﬁvmfnccpnm(Muﬂ:lO 2006)mDecemba'3l 2006
and for the period from inception (March 10, 2006}mDecember3l 2007 . . ) F6 |
Notes to the Consolidated Financial Statcments . F-7t0 F-20

L]
H

The following exhibits are included herein, except for the exhibits marked with a footnote, which are incorporated hercin by reference and can be found in
the appropriate document referenced.

Exhibit
Number Description
., . . .. Articles of Incorpomtion of the Company dated March 16,2006,<1)__ . _ _ __ __ __ _ - _ ]
Wy . - oL BysmwsoftisCompany (D0 - .0 . L LT T TRl T
X ':;'L;_Ihﬁéahmbﬁséwm’, emeat dated March 27, 2006, catered into by and between James Laird and the Compeny (1)~ 7" 7777
102770 T T AWMWWW”*MWMuWMmﬂMCm nuquEG@ummm%‘j
- . . .sockholders of Flex Fuels Energy Limited and the individuals signatory thersto. (2) . . . . R 4
103 . | _ Fermofa Voting Trust Agreement to bo entered into in connection with the Acquisition Agreement. () =~ 77 7 7777 7))
10.4 © 7. . FormofLock-up Agreement to be entered into in connection with the Acquisition Agreement. 2y T . _ T 4
105 . .. ' Subscription Agreement dated December 29, 2006 entered into by and among the Company, and the subscribers’ signatoties thereto. (2)
106+ . ' Employment Agreement datod April 12, 2007 entered into by and between the Company and James Laind. (3. .. 7}
e " . Employment Agreement dated Agril. 12, 2007 entered into by and between the Company snd Thomas Barr. (3) - . 7~ ]
28,7 T 77 77U List of subsidiaries of the Company. (3)____ . T T TTT RN T T T
31T T T Centification by Chiet Exccutive Officer required by Rule, 138<14(a) or Rule 15d-14(a) of the Exchangs Act ¥ .7/ "7 T T
31277 7 7 Cenification by Chief Financial Officer required by Rulc 13a-14(a) or Rule iSdil&i(:)'of:hé*Exci:a'ngéAct."‘ Lo T
321 I CmuﬁcauonbyChzefExecimveOﬂiccrmqtmedbymﬂc13u-l4(b)orRu!clSd-l4(b)ofﬂ1eExchangcActnndSecunnl3500f ]
L Chepter 63 of Tifle 18 of the United States Code. * — e —— oo o .nd
320 00 T CemﬁcanonbyChlememsmlOfﬁee:mqmmdbyRuIc “13a-14{b) or Rule lSd-ltt{b)oftheExchangeAamdSecuon 13500fChnpte:

63 of Tide 18 of the United States Code. *

+ Compensatory plan or arrangement.

* Filed herewith.

(1) Incorporated by refercnce to the Company's Registration Statement filed with the SEC on Form SB-1 on August 4, 2006,
(2) Incorporated by reference to the Company’s Currcnt Report filed with the SEC on Form 8-K on January §, 2007.

(3) Incorporated by refercnce to the Company's Annual Report filed with the SEC on Form 10-KSB on April 17, 2007,

30




ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The following is & summary of the fees billed to our Company by BDO Stoy Hayward LLP for professional services rendered in connection with the fiscal
years cnded December 31, 2007 and 2006,

December 31,
2007
Audit fees. : ) 3 112,000
Audit related fees ) i .
Tax fees .. - -
All other fees -
Total fees ' T ' s 112,000
December 31,
2006
Audit fees: - | T LT L L. . S . 60000
Auditrelated fees e e e e o e
Texfess - T LT L L T LT T
All other fees ) o o o o o -
' . .._,,:: 'j: ‘. Cmem camm o .-_.‘_, P .:_m:...., —————— ..;A PRI . .-v: . e e ;.'W.,-, EEE s e v e - m]
Total fees $ 60,000

The following is a summary of the fees billed to our Company by Moore & Associates, Chartered for professional services rendered in connection with the
fiscal year ended December 31, 2006.

December 31,
2006
Fee Type
Auditfees - T T T LI T LT s T aes0)
Auditrelatedfees_ . _ o . - .. o -
Taxfees - . T —t e e -]
All other fees .
R A e ]
Total fces 3 41,950

Audit fees consist of billings for professional services rendered for the audit of our company's consolidated financial statements and review of the interim
consolidated financial statements included in quarterly reports that are normally provided by independent accounting firms in connection with regulatory filings,
including audit services performed related to mergers and acquisitions.

Audit-related fees consists of fees billed for assurance and related services that are regsonably related to the performance of the audit or review of our
company's consolidated financial statements, which are not reported under "Audit Fees."

Tax fees consist of billings for professional services for tax compliance and tax planning regarding federal and state tax filings.
Al!l other fees consist of fees for products and services other than the services reported above,

Prior to our engagement of our independent auditor, such engagement was approved by our board of directors. The services provided under this
engagement may include audit scrvices, audit-retated services, tax services and other services, Pre-approval is generally provided for up to one year and any pre-
approval is detailed as to the particular service or category of services and is generally subject to a specific budget. Pursuant our requirements, the independent
auditors and management are required to report to our board of directors at least quarterly regarding the extent of services provided by the independent auditors in
accordance with this pre-approval, and the fees for the services performed to date. Our board of directors may also pre-approve particular services on a case-by-
case basis. All audit-related fees, tax fees and other fees incurred by us for the year ended December 31, 2007, were approved by our board of directors.
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SIGNATURES

In accordance with Section 13 or 15(d) of the Exchange Act, the registrant caused this report to be signed on its behalf by the undersigned, thereunto duly

authorized.

Date: March 26, 2008

Date; March 26, 2008

FLEX FUELS ENERGY, INC.

By: Is! Brian Barrows

Brian Barrows
Chief Executive Officer and Dircctor

By: s/ Paul Gothard

Paul Gothard
Chief Financial Officer (Acting Principal Accounting Officer)

In accordance with the Exchange Act, this report has been signed below by the following persons on behalf of the registrant and in the capacities and on the dates

indicated.

Slgmture Title Date
/s/ Brian Barrows Chief Executive Officer and Director March 26, 2008
Brian Barrows
/s/ Paul Gothard Chief Financial Officer and Director March 26, 2008
Paul Gothard
/s/ James Laird Vice President of Mineral Exploration Operations and Director March 26, 2008
James Laird
/s/ Thomas Barr Vice President of Alternative Fuels Division and Director March 26, 2008

Thomas Barr
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FLEX FUELS ENERGY, INC.
(formerly Malibu Minecrals, Inc)
INDEX TO CONSOLIDATED FINANCIAL STATEMENTS

For the period from inception (March 10, 2006) to December 31, 2007

Page
Report of Independent Registered Public Accounting Firm : F-2
Cansolidated Balance Sheets as of December 31, 2007 and December 31, 2006 F-3

Consolidated Statement of Operations for the year ended December 31, 2007, for the period from inception (March 10, Zwﬁ)meembchl 2006
and for the period from inception (March 10, 2006) to December 31, 2007 . F4
Consolidated Statement of Stockholders’ Equity for the year ended December 31, 2007 and for the period from inception (March t0, 2006) to

Dccember 31, 2006

Consolidated Statement of Cash Flows for the year ended December 31, 2007, fnﬂhe pcnod ﬁ'nm mccpuou (Mamh 10, 2006) to December 31, 2006
for the period from inception (March 10, 2006) to December 31, 2007 | _ ) F-6
Notes to the Consolidated Financial Smtemenq

F-1

i
)

F7l0F20

J




Report of Independent Registered Public Accounting Firm

Board of Dircctors and Stockholders
Flex Fucls Encrgy, Inc
Las Vcgas, Nevada

We have audited the eccompanying Consclidated Balance Shects of Flex Fuels Encrgy, Inc as of December 31, 2007 and 2006 and the related Consolidated
Statements of Operations, Stockholders™ Equity, Comprehensive Loss and Cash Flows for the ycar ended December 31, 2007 and for the period from inception of
March 10, 2006 to December 31 2006 and the period of inception of March 10, 2006 to December 31 2007, These financial statements are the responsibility of
the Company's management. Qur responsibility is to express an opinion on these financial staternents based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. The Company is not required
to have, nor were we engaged to perform, an audit of its intemal control over financial reporting. Our audits included consideration of intemal control over financial
reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an apinion on the effectiveness of
the Company’s intemal control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, cvidence
supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financinl position of Flex Fuels Encrgy, Inc a1
December 31, 2007 and 2006, and the results of its operations and its cash flows for the year ended December 31, 2007 and for the period from inception of
March 10, 2006 to December 31 2006 and the period of inception of March 10, 2006 to December 31 2007, in conformity with accounting principles generally
accepted in the United States of America.

The accompanying financial statements have been prepared assuming that the Company will continue as a going concern. As discussed in Note 3 to the financial
statements, in order for the company to proceed to the construction phase of the business plan as scheduled in management forecasts it will need to raise additional
finance within the next 12 months. However, the Company has no irrevocable commitment to proceed to the construction phase in accordance with the current
forecast timetable and, should the construction phase be delayed through lack of finance or for some other reason, there are sufficient funds available to meet
current operational cash requirements for at least the next 12 months. Management's plans with regard to these matters are also described in Note 3. The financial
statements do not include any adjustments that might result from the outcome of this uncertainty.

BDO Stoy Hayward LLP
London, England
March 26, 2008
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FLEX FUELS ENERGY, INC
(A devclopment/exploration stage company)
Consolidated Balance Sheets
(Stated in $°000's)
Asof As of
December 31 December 31
2007 2006

Assets

Cash ' _ o i : © 16,156 1,613
Prepaid expenses ) 64 -

Sales tax and interest receivable i 9”2 : )
Total current assets L ) 16,312 (1,613

Property and Equi'pment. at cost, net of accumulated o X .
depreciation of $13 and $nil respectively _ . . - Y ¥ (- 3 24

Secwity Deposits - - S T S ... .8 I

Total Assets ‘ T ' o R - "'17096 s 1615
B |

Current'l...lsblilri);_ :j . ) ) o i . A I .
Accounts payable - . T T o L L .. & ... 207
Accruals i . L - B o 173 o 54

Taxation-and sodiaigenwrity T T T 0 T o T T TTmT T T e ]
Towd Libifiles ~ " T T T T T T L 58 1l
Minority Inferest . .~ T L7 U T S U, -
Stockholders” Equity: T T LT oo T

Common Shares, 50 001 pa.r. 500,000, 000 and 100,000, 000 shares authonzed, respcctwcly 69 315, 441 and 74,554, 884
shares issued and outstanding, respectively S e 69 75

Additianal Paid-in Capital _ R {1 7| SURRNIUS K 1 &
Accumulated Comprehenswc Income

Deficit sccumulated during exploration/developmentsege 0 . 0 T 7T T T U T T @sa9ml L sy

Totat stockholders’ equity - 16,791 T 3121

Totsl Hahiliites and stockbolders’ equity ~ T T TTTT T e 17,09 ' 1615 ]

The accompanying notes are an integral part of these financial statements.

F-3




FLEX FUELS ENERGY, INC
{A development/exploration stage company}
Consolidated Statcments of Opcrations
(Stated in $'000°s cxcept per share data)

For the period  For the period
For the year from inception  from inception

{March 10, (March 10,
ended 2006) 2006)
December 31, to December to December
2007 31, 2006 31, 2007
Revenue ' S - 3 - 8 -
Recognition of an Impairment Loss — mineral claims ) ] - . 10 ’ 10
Mining exploration charges . ‘ o . 8 ) - ) 8
Sclling, general and administrative charges = . zn 68 - 3280
Excess of purchase price over net assets acquired- - o c 21,595 1,303 22,898 -
Total Expenses _ .. 5 24815 8 1381 § 26,196
opemingloss 0 LT L LTI e T es1%)
Othertncome_ T TNt TorToooem o omm o e T
Interest and Other income dndgains . T < T 7 T T T a9 PR UR | 3
Minority foferest -~ T T T T T T 454 o au]
NetLoss . Y- (23,912) % (1,381) S (25,293)
Basic & Diluted Loss per Share 77 0T 7T S Co03%) ey | (039

Weighted Average Number of Shares 177 68,052,784. T 60,162,280 64,512,784 |

Consolidated Statement of Comprehensive Loss
(Stated in §'000°s)

For the perlod  For the perlod

from from
inception inception
For the year {March 10, (March 10,
ended 2006) 20406)
December 31, to December to December
2007 31, 2006 31, 2007
Net Loss e S - LT U@y, Do (03B, (25,29

Other Comprehensive Income _ _~ T T e
Gain on Foreign Exchange Translation ' _ ... ... D S A 7 1

Total Comprehensive Loss. . - o T T T s _(ases) s (138 S (25.249)
The accompanying notes are an intcgral part of these financial statements.
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FLEX FUELS ENERGY, INC
(A development/cxploration stage company)
Consolidated Statement of Stockholders’ Equity
From Inception (March 10, 2006) to December 31, 2007
(Stated in $'000's except share numbers)

Defleit

March 10, 2006: shares of Common Stock
issued to founders-

December 18, 2006: fair value of shares of
Common Stock issued in pryment for-
services at $0.1167 per share.

December 29, 2006: shares of Common. - -
Stock issued st 30.1167 per share. . ’

Net Loss for period

sccumulated
during Accumulated
Additional development Comprehensive  Stockholders'
Shares Amount Paid-in Capital stage Income Equity
60,000,000 60 0. - - E 10-
412,038 . 1 . A - -

e - . o -

U Y. SR

4,142,846 . .

14

A

e o a  ——— - ey e s ——

(138 T L

48]
1,635 |
T as)

Balance, December 31, 2006

May 11, 2007: shares of Common Stock

Clm e e s e o e — e

74,554,884 75

(51,685,723

1,618 (1.381)

r

S > ) DR > I

312

e

May 11, 2007: fairvalus of compensstory - o N T T T _'"”:]
clement of insider shares not retieed. . . . _ _ . _ - __ - ____ - 308__ . __ - _.__.. =_ ... 308
May 22, 2007: fair value of sharesof ~~ * -~ " T T 7. T o T T P ) -
Common Stock issued in payment for , L : : e
services at 50.90 pershace.! .o 137,344 R SRR ¥ S . T R oL 124
May 25, 2007 fair valué of 200,000 shafes ~ T [T TTII T s m s s s e o
of Common Stock zequired at below market B {
value., . A e ‘- .t - TUUUR ¥ - AR S - - 178 4
May 29; 2007: shares of Commen Stock, T TTmm CoT T Tt e T
issued at $0.9Q per share ina private . . J
plscement. . 16582621 16 113376 - o - 13,392

May 29, 2007° faif value of shares of
Commen Stock issued on acquisition of Flex
FuclsEpergy Ltd. = = | B,

Tuly 31, 2007: shares 'E;'fCommon" mon Siock.
issucd at $0.90 per share in & private
plagement, - . _ . ..

December 3§, 2007: reserve held for shares
of Common Stock to be issued for
compensation .

Comprehensive Income

Net Loss for period.

_.24.854477. 25

480838 S - _ 3936 ———
o - - - - 35 —
- - - {23,912)

35
e

(23,912)}

Balance, December il, 2007

69,315,441 69 41,971 (25,293}

16.791

The accompanying notes are an integral part of these financial statements




FLEX FUELS ENERGY, INC
(A development/exploration stage company)
Consolidated Statcments of Cash Flows
(Stated in $°000's)

For the period  For the perfod
From
from Inception inception
(March 10, {March 10,
For the year 2006) 2006)
ended
December 31, to December to December
2007 31, 2006 31, 2007

Cash Flow From Operating Activities ]
Net loss " $ - @9 § (1,381) § (25.29%)]
Recognition of an Impairment Loss - mineral claims - . . Sl ‘ - 10 10§
Shares of Common Stock issucd or acquired in Lieu of Payment for Service B o ) 645 48 . 693
Excess of Purchase. Price Over Net Assets Acquired: ) T e 2159y 1,203 , 22.898.]
Foreign exchnnge gain on inter-company balance .. 3. - (131}

fom. . _ . SN U U |- SR &
Minority interest . o e i L (454) e s L. _ 459
(Increase) incurtentassets. T 0 oo Do NS e
Prepaid expenses. ) e e e “_“F_MA(64) e (64)
Sales tax and interest receivable - - B O L) R ¢ /3 |
Increase in current liabiliies et e e £ o trn A A w7 ot it i o+ a inu 2% e e e
Accounts payable . T T T T e T T T 4] .. 6]
Accruals ; o e .|7|9_‘_ R S V-
Taxation and social security_ | Y - AU -

Net cash uséd in operating activitles =~ 77 7 U7 7T TN T T T @69 @ . . @I

e 2 O ORI |

. (737) . - . (187]
Costs of investment in FFE Lid o (20) ] {20)

Cash"r:low.From fg"}fegtih“gtAElivit'ics_-_ L .
Pm'chueofpmpatymdeq\ﬁmwn!; e

Purchase of mineral claim . .. . . ST T LT _ L a7 aoy
Net cash used In investing activitles” _ " 0T 0T T 0 T D T8 (0 . (81T)]
O |

Cash Flow from Financing Activities e, S

Sale of shares of Common Stock in private placements B T3 Less 18978

Net cash provided by finsncing sctivitles T LI T, T a6s. .. 18918
Effects of exchange rates on cash S I S - 166
Netchangeineash T R U ¢ < 161y 6,i36]
Cashatbegmmngofpenod 7 o o o ‘ L 1613 ] - -
Cash at end of period ) o R 16156 S 1613 $ 16,186 1

Caxh Paid For T ‘ ’ . ' ’ T
Interest ) b} - 3 - % -
Incoms Tax 7 ' ' s - § - 8 -

Non-Cash Activities ($0005) o . L

Shares issued in. Licu of Payment for Service _ ’ 124 48 172
Excess of Purchase Price over Net Assets Acquired expensed in the period 2,595 1,303 22,898
Acquisition of mingrity interest ) 774 - 174

The accompanying notes are an integral part of these financial statements.
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NOTE 1- BASIS OF PRESENTATION

Flex Fuels Energy, Inc (“Flex Fucls” or the “Company™) {formerly Malibu Minerals, Inc) has prepared the consolidated financial statements included herein
pursuant to the rules and regulations of the United States Sccuritics and Exchange Commission (the “SEC™) and in accordance with generally accepted accounting
principles (“GAAP™) of the United States of America (“US GAAP™).

Flex Fucls was organized under the laws of the State of Nevada on March 10, 2006 to explore mining claims and property in North America. The Company has
diversified its business by acquiring Flex Fuels Energy Limited (“FFE L1d"), a development stage company incorporated under the laws of England and Wales. Flex
Fuels plans to construct, own and manage seed processing facilities, refinerics producing biodiesel products (and associated power generation facilities if
commercially desirable} and to engage in the business of sclling supplying and distributing biodicsel products.

On May 21, 2007, the Board of Directors declared a stock split, distributable May 22, 2007, in the form of a dividend of five additional shares of the Company's
Common Stock for cach share owned by stockholders of record at the close of business on May 21, 2007. Accordingly, all share and per share data has been
restated to reflect the split.

The Company has elected a December 31 year-end.
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
a. Principles of Consolidation

The accompanying consolidated financial statements include the accounts of Flex Fuels and its subsidiaries. [nter<company balances and transactions have been
¢liminated on consolidation. FFE Ltd ceased to be a variable interest entity on May 29, 2007 when the Company acquired the remaining 85% of FFE Lud.

b. Revenue Recognition

The Company recognizes revenue when persuasive evidence of an arrangement exists, goods delivered, the contract price is fixed or determinable, and collectability
is reasonably assured.

¢. Use of Estimates

The preparation of the financial statements in conformity with GAAP requires menagement to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates,

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

d. Income Taxes

Effective January 1, 2007 the Company adopted FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes, an interpretation of FASB Statement
No. 109, Accounting for Income Taxes (“FIN 48™). FIN 48 clarifics the accounting for uncertainty in income taxes recognized in financial statements and requires
the impact of a tax position to be recognized in the financial statements if that position is more likely than not of being sustained by the taxing authority, At the
adoption date of January |, 2007 and also as of December 31, 2007, the Company did not have any unrecognized tax benefits. We do not expect that the amount
of unrecognized tax benefits will significantly increase or decrease within the next twelve months. The Company's policy is to recognize interest and penalties
related to tax matters in the income tax provision in the Consolidated Statements of Operations. There was no interest and penalties for the year ended

December 31, 2007. Tax years beginning in 2004 are generaily subject to examination by taxing authorities, although net operating losses from all years are subject
to examinations and adjustments for at lcast three years following the year in which the attributes are used.

Deferred taxes are computed based on the tax liability or benefit in future years of the reversal of temporary differences in the recognition of income or deduction
of expenses between financial and tax reporting purposes, The net difference, if any, between the provision for taxes and taxes currently payable is reflected in the
balance sheet as deferred taxes. Deferred tax assets and/or liabilitics, if any, are classified as current and non-current based on the classification of the related asset

or liability for financial reporting purposes, or based on the expected reversal date for deferred taxes that are not related to an asset or liability, Valuation allowances
are recorded to reduce deferred tax assets to that amount which is more likely than not to be realized.

¢. Fixed Assets

Fixed assets are stated at cost, net of depreciation once the asset has come into use. Computer and office equipment are depreciated in a straight-line basis over two
years.

f.  Stock-Based Compensation
The Company has adopted Statement of Financial Accounting Standards No. 123 (revised), Share-Based Payment, {"SFAS 123(R) "), which requires that

compensation cost relating to share-based payment transaction be recognized as an expense in the financial statements, and that measurement of that cost be based
on the estimated fair value of the equity or liability instrument issued at date of issue,




NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continucd)
g. Forcign Exchange

The Company's functional and reporting currency is US Dollars. The accounts of the Company's foreign investment, FFE Ltd are maintained using the local
currency {Great British Pound - GBP) as the functional currency. FFE Ltd’s asscts and liabilities are translated into U.S. dollars at year-end exchange rates, and
income and cxpense accounts are translated at average monthly exchange rates. Net gains and losses from foreign currency translation are excluded from operating
results and are accumulated as a separate component of stockholders’ cquity.

h. Impairment of long-lived Assets

The Company has determined that its Malibu Gold property is to be impaired, as per SFAS 144: “Accounting for the Impairment of Long-Live Assets.” Impairment
is the condition that ¢xists when the carrying amount of a long-lived assct (assct group) cxcceds its fair value. An impairment loss shall be recognized only if the
carrying amount of a long- lived assct (asset group) is not recoverable and exceeds its fair value. The carrying amount of a long-lived asset (asset group) is not
recoverable if it exceeds the sum of the undisclosed cash flows expected to result from the use and cventual disposition of the asset (assct group). Our
determination ts based on the Company’s current period operating loss combined with the Company’s history of operating losses and our projection that
demonstrates continuing fosses associated with the Malibu Gold property.

In accordance with FASB 144, 25, “An impairment loss recognized for a long-lived asset {esset group) to be held and used shall be included in income from
continuing operations before income taxes in the income statement of a business enterprise and in income from continuing operations in the statement of activities
of a not-for-profit organization. If a subtotal such as “income from operations™ is presented, it shall include the amount of that loss.” The Company has recognized
the impairment of a long-lived asset by declaring that amount as a loss in income from operations in accordance with an interpretation of FASB 144,

The license was originally acquired for $10,00¢ cash and initially held on behalf of the Company by Jim Laird - see Note 4 - Related Party Transactions.
i. Minority Interest

The Minority Interest represents the equity attributable to the external sharcholders of a subsidiary of variable interest entity. It is comprised of the portion of the
net asscts aitributable to the minority on acquisition plus the share of any post acquisition profits tess the share of any post-acquisition losses.

At December 31, 2007 the Minority Interest was as follows:

5
Balance at December 31,2006 - . . .. - L. oo .. oo T J L0 L. [ 1,229000]
Share of losses e o e e i e e .. (454,000)
Share of comprebensive income. ~ ©_ .0 00 T 0 TR T T T T L (3,000)]
Acquired by the Company - May 29,2007 (774.000)
Balence at Decembes 31,2007, 7 DO LT DT T 3 2]

j- Basic Loss Per Share

In accordance with SFAS No. 128 “Eamings Per Share”, the basic loss per common share is computed by dividing net loss available to stockholders by the
weighted average number of common shares outstanding. Diluted loss per share is computed similar to basic loss per common share except that the denominator is
increased to include the number of additiona! common shares that would have been outstanding if the potential common shares had been issued and if the additional
common shares were dilutive. At December 31, 2007, the Company has no stock cquivalents that were anti-dilutive and excluded in the earnings per share
computation.

From
Inception
{March 10,
2006) to
Year to
December 31, December 31,
2007 2006
) _ L $'000 $'000
Net Loss o o - . $ . (891§ (1,381)
Basic & Dituted Loss per Share - L {0.35) (0.02){
Weighted Average Number of Shares . ' . R . 68,052,784 60,162,250 |
k. Share Capital




a) Authorized:

500,000,000 shares of Common Stock with par value of $0.001

10,000,000 shares of Preferred Stock with a par value of $0.001

b) Issued:

As of December 31, 2007, there are 69,315,441 shares of Commen Stock issued and outstanding at par value of $0.001 per share
There are no preferred shares outstanding. The Company has issucd no authorized preferred shares.

The Company has no stock option plan, warrants or other dilutive securities.

Recent Accounting Pronouncements

In June 2006, the Financial Accounting Standards Board ("FASB") issued FIN 48 “Accounting for Uncertain Tax Positions - an Interpretation of FASB Statement
No. 109", which prescribes a recognition and measurement model for uncertain tax positions taken or expected to be taken in the Company's tax returns, FIN 48
provides guidance on recognition, classification, presentation, and disclosure of unrecognized tax benefits, The Company has adopted FIN 48 and it has not had a
material impact on its financial position, operations or cash flows,

In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements™ (“SFAS No. 157}, which defines fair value, establishes a framework for
measuring fair value in accordance with generally accepted accounting principles and expands disclosures about fair value measurements, SFAS No. 157 applies to
other accounting standards that require or permit fair value measurements. Accordingly, it does not require any new fair value measurement. SFAS No. 157 will be
effective for the Company on January 1, 2008. The Company is currently evaluating the impact the adoption of SFAS No. 157 will have en its financial position
and results of operations.

in February 2007, the FASB issued SFAS No.159, “The Fair Value Option for Financial Assets and Financial Liabilities ™ (“SFAS No.159™), which permits
entities to choose to measure many financial instruments and certain other items at fair value that are not currently required to be measured at fair vatue. SFAS
No.159 will be effective for the Company on January 1, 2008, The Company is currently evaluating the impact the adoption of SFAS No.159 will have on its
financial position and results of operations.

In December 2007, the FASB issued SFAS No. 141(R),"Business Combinations” ("SFAS No. 141(R)"), which establishes principles and requirements for how an
acquirer recognizes and measures in its financial statements the identifiable assets acquired, the liabilities assumed, and any noncontrolling interest in an acquiree,
including the recognition and measurement of goodwill acquired in a business combination. SFAS No. 141R is effective as of the beginning of the first fiscal year
beginning on or after Decemnber 15, 2008. Earlier adoption is prohibited and the Company is currently evaluating the effect, if any, that the adoption will have on
its financial position, results of operations or cash flows,

In December 2007, the FASB issued SFAS No. 160, "Noncontrolling Interest in Consolidated Financial Statements, an amendment of ARB No. 51" ("SFAS
No. 160"), which will change the accounting and reporting for minority interests, which will be recharacterized as noncontrolling interests and classified as a
component of equity within the consolidated balance sheets. SFAS No. 160 is effective as of the beginning of the first fiscal year beginning on or after
December 15, 2008, Earlier adoption is prohibited and the Company is currently evaluating the effect, if any, that the adoption will have on its financial position,
results of operations or cash flows,

NOTE 3 - GOING CONCERN

We expect our minera! exploration activities and the planned development of our biofuels business, together with anticipated general, legal, accounting and
administrative expenses, including those associated with our filing reports with the Securities and Exchange Commission will require us to spend $23,100,000 to
$44,100,000 in 2008. Our cash on hand as at December 31, 2007 was $16,156,000. We do not expect to gencrate revenue that is sufficient to cover our expenses
during the build phase envisaged by our operating plan for at least the next twelve months. However, in order to undertzke the construction of our biodiesel facility
we will need to obtain additional financing within the next twelve months, although the construction phase cannot and will not commence without this necessary
additional finance being put in place. No commitment currently exists to proceed with the construction phase without the necessary resources being available first.
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We may raise the capital necessary to fund our business through a private placement of our common stock, debt financing or a combination of both, Additional
financing, whether through public or private equity or debt financing, armengements with stockholders or other sources to fund operations, may not be available, or
if available, may be on terms unacceptable to us. Should we be unable to raise additional capital then the company has sufficient funds currently to meet cxisting
cperational needs over the next twelve months. Our ability to maintain sufficient liquidity is dependent on our ability to raise additional capital. [f we issue additional
cquity sccurities to raise funds, the ownership percentage of our existing stockholders would be reduced. New investors may demand rights, preferences or
privileges senior to those of existing holders of our common stock. Debt incurred by us would be senior to equity in the ability of debt holders to make claims on
our assets. The terms of any debt issued could impose restrictions on our operations. If adequate funds are not available to satisfy either short or long-term capital
requirements, our operations and liquidity could be materially adversely affected and we could be forced to cease operations.

NOTE 4 - RELATED PARTY TRANSACTIONS

On March 27, 2006, the Company acquired the mineral license from Mr. Jim Laird, a director and stockholder, for $10,000.

As a non-Canadian individua! or company cannot dircetly hold a mincral license in British Columbsia therefore it was initially held on behalf of the Company by Jim
Laird (a director). It was subscquently transferred to Esther Briner (a licensed prospecting agent and stockholder) in June 2006 who then transferred it to
Coalharbour Consulting, Inc (*Coalharbour™), a licensed prospecting agent owned and controlled by Esther Briner (a stockhotder) in July 2007, In December 2007
the license was transferred back to Jim Laird who holds the license on behalf of the Company.

During 2007 the Company incurred costs of $8,000 with Laird Exploration Ltd (*Laird™) for phase 1 of its mining opcrations. Jim Laird is the President and a
director of Laird.

NOTE 5 - INCOME TAXES

The income tax provision is summarized as follows for the years ended December 31:

2007 2006
. _ . o . ($'s) ($'s)
Cumemt __ "L U L T T e e T T T
F‘:dml L e o . EE—— . s . P P . - - [P - . . - IR - 0 - 0
Statesndlocal . "7 . . o N S o U | SN | |
Foreign . o . o - L 0 0
Defered 7 R L e T o]
Total income tax provision (benefit) T o i [ 0]
Significant components of deferrcd tax assets were as follows as of Decermnber 31:
2007
—_— - -— - B e e A cem A b e e e - [ (R o — - — - s‘s
Tex losscarry-forwared .~ T T T T T T T .. 1,016,0007]
Capital losscary forwared e e ..., 956,000
Property and plant depreciation methods R : o . .. N — 0]
Total o o . L U, o ) . 1,472,000
Net deferred tex asset -
2006
Tax loss camry-forward . ) o N LT L T 27,000 ]
Capital loss carry forward L o e , o 456,000
Property and plant depreciation methods L . . . _ 0
Total R A A B ) - . ) 483,000
Vatuation Allowance _ - (483,000 |

Net deferred tax asset

The Company has net operating loss carry-forwards for United States tax purpose 1o offset future taxable income of $1,175,000 expiring in years 2008 through
2020. As it is not more likely than not that the resulting deferred tax benefits will be realized, a full valuation allowance has been recognized for such deferred tax
assets, The utilization of net operating loss carry forwards may be significanily limited under the Internal Revenue Code as a result of ownership changes due to the
Company’s stock and other equity offerings.

Under United Kingdom taxation, FFE Ltd has $1,729.000 of nct operating loss carry-forwards to offset future taxable income expiring in 2014, As it is not more
likely than not that the resulting deferred tax benefits will be realized, a full valuation allowance has been recognized for such deferred tax assets.

The Company has net capital losses to be carried forward in the U.S. of $1,303,000 from the impairment of its §5% investment in FFE Ltd to in Fiscal 2006 offset
against future capital gains expiring in ycars 2008 through 2010.
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The impairment of the excess of purchase price over net asscts acquired of $21,595,000 from its acquisition of the remaining 85% of FFE Ltd in May 2007 is not
deductible for tax purposes and therefore is a permanent timing difference in caleulating deferred tax and is not included in the figures above.

The provision for income tax differs from the amount computed by applying the statutory fedemt income tax rate to income before the provision for income taxces.
The sources and tax ¢ffects of the differences are as follows for the year ended December 31:

2007 2006
Income taxes at the federal statutory rates’ o (35%) (35%)
Change in valuation allowance 5 5
Foreign operations : : ' ' . % :
Effective rate of income tax 0% 0%

NOTE 6 - ACQUISITIONS

QOn May 29, 2007 Flex Fuels acquired the remaining 85% FFE Lud, a development stage company formed under the laws of England and Wales , for the purpose
of diversifying the Company’s business. As consideration for the acquisition of the Shares, the Company issucd an aggregate of 24,854,477 shares of its Common
Stock, $0.001 par value to the stockholders of FFE Lid.

The Company has atoributed a fair value of $22,369,000 on the shares issued based upon stock placed at $0.90 per share under the private placement completed on
the same day. Flex Fuels had acquired its initial 15% holding in FFE Ltd in December 2006.

The acquisition of FFE Ltd has been accounted for using the purchase method of accounting and, accordingly, the assets acquired and liabilities assumed have been
recorded at their fair values as of the date of the acquisition. The excess of the purchase price over the fair value of the assets acquired and liabilities assumed has
been recorded as excess of purchase price over net assets acquired on the accompanying balance sheet.

FFE Ltd Purchase Price Allocation on Acquisition:

$
Minority Interest soquired . . .. T74,000]

Excess of Purchase ?ri;:c aver Net Assel.sf\cqulred::__ T ' ' ’ T - ' 21,595,000

,

e e e L e e B 22365000

Previously, on December 29, 2006 we acquired 15 % of FFE Ltd. In consideration for the shares of FFE Ltd’s common stock acquired we paid $1,500,000.

As the Company had determined that FFE Ltd was a Variable Interest Entity under FIN46R “Consolidation of Variable Interest Entitics” the balance sheet and
results of FFE Ltd were consolidated with the Company's balance sheet and results. The determination was based on the basis that although the Company ecquired
a 15% holding in FFE Ltd the Company provided all of the initial capital for the operations of FFE Ltd and therefore took on risks in excess of its percentage
holding or voting rights. The investment of 15% of FFE Ltd has been accounted for using the purchase method of accounting and, accordingly, the assets acquired
and liabilities assumed have been recorded at their fair values as of the date of the acquisition.

FFE Ltd Purchase Price Allocation on Acquisition of 15% holding:

5
Minority Interest acquired’ O ~217,000 ]
Excess of Purchase Price over Net
Assets Acquired e . .. e . 303,000

S _ o DT s 150,000 ]

Under United States Generally Accepted Accounting Principles (“GAAP™) where the acquired company is a “development stage™ enterprise then any Excess of
Purchase Price over Net Assets Acquired is expensed at the time of acquisition,

The Financial Accounting Standards Board (“*FASB'™) has provided guidelines as to identifying a “development stage” enterprise:

“an enterprise shall be considered to be in the development stage if it is devoting substantially all of its cfforts to establishing a new business and either of the
following conditions exists:

a} Planned principal opcrations have not commenced.

b) Planned principal operations have commenced, but there has been no significant revenue there from.
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A development stage enterprise will typically be devoting most of its efforts to activitics such as financial planning; raising capital; cxploring for natural resources;
developing natural resources; rescarch and development; establishing sources of supply; acquiring property, plant, cquipment, or other operating assets, such as
mineral rights; recruiting and training personnel; developing markets; and starting up production.™

The Company has determined that FEE Ltd is a development stage company and therefore the Excess of Purchase Price over Net Assets Acquired of $21,595,000
and was expensed in Fiscal 2007 and $1,303,000 was expensed in Fiscal 2006,

NOTE 7- STOCKHOLDERS® EQUITY

On April 26, 2007, Malibu Mincrais, Inc. (the “Company™) filed with the Secretary of State of the State of Nevada a Certificate of Amendment to its Articles of
Incorporation (the “Amendment”) that was effective as of the same date, The Amendment was filed to increase the authorized Common Stock of the Company
from 100,000,000 shares to 500,000,000 shares and to create 10,000,000 shares of “blank check™ preferred stock, $0.001 par vatue per share.

On May 21, 2007, the Board of Dircctors declared a stock split, distributable May 22, 2007, in the form of a dividend of five additional shares of the Company's
Common Stack for cach share owned by stockholders of record at the close of business on May 21, 2007, Accordingly, all share and per share data has been
restated to reflect the split,

On March 10, 2006 the Company issued 60,000,000 shares of Common Stock to the founders for $10,000.,

On December 18, 2006 the Company issued 412,038 shares of Common Stock to Mr. Tom Barr in recognition of services provided to the Company as director.

The Company has recognized compensation expense of $48,000 under SFAS 123(R) based upon a fair value of $0.1167 per share of Common Stock — the price of
shares issued in the subsequent private placement on December 29, 2006.

On December 19, 2006 the Company completed a private placement of 14,142,846 shares of Common Stock at $0.1167 per share to independent third panties.
The Company received $1,635,000 net of legal costs of $20,000.

On May 11, 2007 the Stockholders of the Company, without direction from the Company, undertook a re-organization of their respective sharcholdings by retiring
varying percentages of their stock. In total 51,685,723 shares of Common Stock were refired.

As Mr. Tom Barr was not required to retire any stock and therefore gained additional Common Stock in the stock split on May 21, 2007 the Company, under
SFAS 123R, attributed the fair value of $308,000 under compensatory arangements based upon a fair value of $0.90 per share of Common Stock — the price of
shares issued in the subsequent private placement on May 29, 2007.

On May 22, 2007 the Company issued 137,344 shares of Common Stock to Mr. Tom Barr in recognition of services provided to the Company as director. The

Company has recognized compensation expense of $124,000 under SFAS 123(R) based upon a fair value of $0.90 per share of Common Stock - the price of
shares issued in the subscquent private placcment on May 29, 2007.

On May 25, 2007 Mr. Tom Barr acquired 200,000 shares of Common Stock from a stockhalder at a discount to market value. The Company, under SFAS 123R,
have attributed a fair value of $178,000 to the transaction under compensatory arrangements based upon & fair value of $0.90 (per share of Common Stock — the
price of shares issued in the subsequent private placement on May 29, 2007) less the amount paid by Mr. Barr.

On May 29, 2007 the Company completed a private placement of 16,582,621 shares of Common Stock at $0.90 per share to independent third parties. The
Company received $13,392,000 net of placement costs of $1,492,000 and legal costs of $40,000.

On May 29, 2007 the Company completed the acquisition of FFE Ltd and issued 24,854,477 shares of Common Stock to the stockholders of FFE Ltd. The
Company hes attributed a fair value of $22,369,000 on the shares issued based upon stock placed at $0.90 per share under the private placement completed on the
same day.

On July 31, 2007 Flex Fuels closed on a private placement offering in which it sold an aggregate of 4,871,838 shares {the “Shares™) of its comman stock, 50.001
par value per share {the “Common Stock™), at & price of $0.90 per Share for aggregate nct proceeds of approximately $3,941,000

International Capital Partners SA (“ICP™) acted as the placement agent for the Offering. The Company paid the following fees in connection with the Offering (i) a
commission equal to approximately $438,000 paid to ICP representing 10% of the Proceeds; and (i) approximately 56,000 in legal and miscellaneous fees. The net
proceeds of the Offering are expected to be used as by the Company as working capital and for general corporate purposes.

At December 31, 2007 the Company had set aside $35,000 in recognition of the fair value of 65,000 shares of Common Stock to be issued to Mr. Paul Gathard

upon the completion of four financial filings as per his employment agreements. The estimate of fair value is based on a value of $0.90 per share (the market value
of a share a1 the date of grant) and is being spread over the 12 months to May 2008. These shares have not been included in the Earnings per Share calculations.
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NOTE 8§ - SEGMENTAL REPORTING

Under SFAS no. 131, Disclosures about segments of an Enterprise and Related Information, operating segments are defined as components of an ¢nterprise about
which scparate financial information is available that is evaluated regularly by the chief operating decision maker, or decision making group in deciding how to
allocate resources and in assessing performance. Our chief operating decision making group is composed of the Chief Executive Officer and members of senior
management. The Company’s reportable operating scgments are Malibu Gold and BioFuels.

The accounting policies of the segments are the same as those described in the summary of significant accounting policies. We cvaluate performance of our
operating scgments based on tevenue and operating loss. Segmental information for 2007 is as follows:

Y car ended December 31, 2007 Malibu Gold BioFuels Corporate Total

$ '000 $ '000 $ "000 $ "000
Net revenue to external customers - ~ - - -1
Operating loss {43) (23.518) (351) o (23912)
Assets N - R X T I 17,096
Inchuding loog livedassets, — . L L 0T o7 TS DMl L - L el
Stock-based compensation™ - [ T T T DT T TITeas T LT T L 6As]
Expenditure on property and equipment - 787 - 787

Segmental information for 2006 is as follows:

Malibu Gold BioFuels Total

) e $'000 $°000 _ $'000
Net rovenue 0 extemal customers. T e . s L. .z}
Operating loss_ e e e . U L) IS § P -1 ) S (I_,JBI)-}
Assets T T T T T LT DT use2 T els,
Stock-based ompensation 70 7T TTUITTTTIOTTIITIO TLTTTT agn T L e
Expenditure on property and equipment U S SR

The Company’s Malibu Gold operations are based in Canada and the BioFuels operations are based in the United Kingdom.
NOTE 9 - CONTINGENT LIABILITIES

In connection with the May and July 2007 Offerings, the Company agreed to file a registration statement to effect the registration of the Common Shares issued in
the May 2007 and July 2007 Offerings. Further, the Company agreed to use its reasonable best efforts to cause the Registration Statement to be filed with the SEC
as soon as possible but no later than August 27, 2007. The Company further agreed to clear any comments issued with respect to the Registration Statement in
order for the SEC to declare the Registration Statement effective no later than 120 days after the required filing date. If the Company fails to file the Registration
Staternent with the SEC or have the Registration Statement be declared effective on or before the time frame described, the Purchasers shall be entitled to
liquidated damages from the Company in an amount of approximately $64,000 for each month that the Company is delinquent in filing or effectiveness of the
Registration Statement, subject to an overall limit of up to 15 months of partial liquidated damages.

The Company has determined that because it is remote that any Purchaser will make such a claim the contingent liability will not have a material impact on the
Company's financial position, results of operations or cash flows.
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