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PART | FINANCIAL INFORMATION
Iltem 1.
EARTH BIOFUELS, INC.
CONSOLIDATED BALANCE SHEETS
(Unaudited)
($ in thousands except share amounts)
Septemb« Decem
2007 31, 2(

Current Assets
Cash and cash equivalents $ $
Investments in equity securities
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EARTH BIOFUELS INC (Form: 10-Q/A, Received: R4¢213-

Trade accounts receivable, net of allowances totalin: 2 Z

Inventory, finished goods (

Prepaid expenses and other current assets 2

Notes receivable from related parties 2,0 85
7

Total Current Assets

Property, Plant and equipment, net of accumulated d 26 2
Investments and advances 11 4
Investment related party

Notes receivable from related parties 11 £
Deferred financing fees 2 z
Goodwill and intangibles, net of impairment of $10,9

respectively 27 3
Prepaid and other long term assets 27 74
Total Assets § 87,1 ¢ 113,
Current Liabilities

Accounts payable $ 9 $ ¢
Accrued interest payable 48 1
Payables to related parties ! €
Demand Notes :

Line of Credit 1 £
Short term convertible promissory notes, net of disc¢ 22 1
Term debt facilities 24
Income taxes payable 1,8 1,8
Total Current Liabilities and Total Liabilities 107 4

Commitments and contingencies

Stockholders Equity

Preferred stock, $.001 par value, 15,000,000 shares
outstanding

Common stock, $.001 par value, 400,000,000 shares
233,047,225 shares issued and outstanding

Additional paid-in capital 15: 14
Other comprehensive income (
Treasury stock at cost (279,200 shares) (
Accumulated deficit (174,€ (79,5
Total Stockholders Equity (20,4 65,1
Total Liabilities and Stockholders Equity g 87,1 ¢ 113,

See accompanying notes to consolidated financial st
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EARTH BIOFUELS, INC.
Statements of Operations
(Unaudited)
($ in Thousands Except Per Share Amounts)

Three Months Ended S Nine Months Ended S

2007 2006 2007 2006
(Resta (Resta
Sales revenue $ 6 $ 1 $ 1 $ 3
Cost of sales (exclusive
shown separately below 4,6 16,1 16,7 33,¢
Gross profit 1 <
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EARTH BIOFUELS INC (Form:

Compensation ,(includir
compensation)

Other selling, general a
administrative
Depreciation and amort
Loss on sale of fixed ac
Impairment losses

10-Q/A, Received: Rdg2l4:

2 i 3

rm

¢ 1
z i

10,¢

Net loss from operation

Other income (expense)
Interest income

Interest expense

Loss on equity investme
Gain/Loss on Derivative
Realized losses on trad
Other income (expenses

(1,756)

(2%,273)
(6,615 )

(32,311 ) (27,

(6,851 ) (51,
(15,479)
2 2
(402)
1,0 (396 97

Total other income (exp

(33,47

16,¢ (66,97 13,1

Net loss

Other Comprehensive e:
Realized losses on avai
sale securities

(35,229)

(220

(15,684 ) (94

(1,07:

Total Comprehensive lo &

(35,44 ¢

(15,6 % (95,00¢ (39,9

Net loss per common sh

Basic and diluted net Ic $

Weighted average share

(0.14)

25%

$ (0.09) % (0.3

18 25 18

See accompanying notes to consolidated financial st
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EARTH BIOFUELS, INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS EQU
For the Nine Months Period Ended September 30, 20
(Unaudited)
($ in Thousands Except Per Share Amounts)
Comm: Additic Other
Stock Paid i Comprehe

Comm

Stocl Treast Accumul

Share Par Capiti Income (I Stoclk Defici Total
Balance 12
(restated) 23:¢ $ $ 14 $ (570) % (463) 3 (
Shares issi
cash 7 1 ]
Shares issi
services 6 z z

Shares issi
exercise of
warrants

Shares issi
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EARTH BIOFUELS INC (Form:

related par

payables 8 1
Unrealized

marketable

securities

Realized Ic

Treasury S

Shares issi

escrow 2

Forfeiture

shares (6,000) (6
Net Change

discounts ¢

convertible

and long te

issued with

warrants 1,
Net loss

10-Q/A, Received: R4g215:

(127) (

1,1
(95,0 (95,0

Balance
September
2007 252, ¢ 25 ¢ 153, §

See accompanying notes

to consolidated financial st

EARTH BIOFUELS, INC
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Nine Month Periods Ended September 30, 2007
(Unaudited)
($ in Thousands Except Per Share Amounts)

Cash Flows from Operating Activities:

Total Comprehensive loss

Loss on sales of fixed assets
Losses on equity securities
Depreciation

Amortization of debt issuance costs
Impairment of investments
Goodwill impairment

Gain on derivatives

Share-based compensation expense
Debt discount amortization
Changes in assets and liabilities:
Decrease (increase) in:

Trade accounts receivable
Inventory

Nine Months Ended Sce

2007 2006
(Resta
$ (95,092) $
%
2 1
15
10
(22
3 3
8 €
( (3,
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EARTH BIOFUELS INC (Form: 10-Q/A, Received: R4¢g216-

Prepaid expenses & other current assets (1,908)

Related party advances €
Notes receivable, current (3,
Other Assets (:
Increase (decrease) in:

Accounts payable and accrued expenses 1 1
Accrued interest payable 36

Other liabilities (1) 57
Net cash provided by (used in) operating activ (15,634 )

Cash Flows From Investing Activities:

Cash paid for investments (252)
Repayments to related parties (2,147)

Cash paid for advances on investments (5,346)
Repayments from investments and advances 3

Cash paid for purchases of fixed assets (2,237 (6,81
Net cash used in investing activities (6,732)

Cash Flows From Financing Activities:

Proceeds from issuance of common stock 1 1
Proceeds from term debt facilities and line of 30 7
Repayments of long term debt and line of cred (9,405)
Proceeds from sale of treasury stock ‘

Cash paid for debt issuance cost (486 (3,45
Net cash provided by financing activities 22 4
Net increase (decrease) in cash (228)

Cash and cash equivalents

Beginning of period 29 5,0
End of period § 6 $ 17
Supplemental Cash Flow Disclosures:

Cash paid for income taxes $ $

Cash paid for interest $ 6 $ 1

See accompanying notes to consolidated financial st
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EARTH BIOFUELS, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

NOTE 1 BASIS OF PRESENTATION

The accompanying unaudited interim financial statements of Earth Bio
been prepared in accordance with accounting principles generally acc
rules of the Securities and Exchange Commission, and should be read
financial statements and notes thereto contained in Earth s Annual Re
opinion of management, all adjustments, consisting of normal recurrin
of financial position and the results of operations for the interim peri:
results of operations for interim periods are not necessarily indicative
Notes to the financial statements which would substantially duplicate
consolidated financial statements for fiscal 2006 as reported elsewhe
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EARTH BIOFUELS INC (Form: 10-Q/A, Received: Ra4¢g217:

g~1="°£¢84 Earth files federal excise tax returns each quarter, claiming
There were no credits for the nine months and three months ended Se
refundable tax credits received as of September 30, 2007. These cret
as part of sales revenues when earned.

J~°Of>~ %£pfi3°%f: In accordance with SFAS No. 115, Accounting for Cert
Securities , securities are marked to market with gains and losses bei
securities, and realized gains or losses for trading securities . At Se
in equity securities was approximately $36,000. The change in fair va
other than temporary based on the deteriorations in the credit ratings
investment totaling $1,071,000 is included in earnings as of Septembe

NOTE 2 GOING CONCERN

Earth has incurred significant losses from operations and as of Septe
These factors raise substantial doubt about our ability to continue as

During the nine months ended September 30, 2007 the Company rece
issuance of credit facilities. We used the net proceeds in concert witkl
plan and to finance the working capital needs of its Bio-diesel and LN

Earth has implemented cost saving measures, primarily in its Bio-dies
designed to reduce unnecessary expenditures and operate production
with which Earth currently operates. Earth will take additional cost sa
liquidity position. Earths management is attempting to seek strategic
investors for strategic acquisitions or a merger with other businesses
the underlying investment projects through partnerships with other int
capital needed to grow and enhance its alternative fuel production an:
financial statements do not reflect any adjustments that might result f

On November 14, 2007, Earth Biofuels, Inc. (the Company ) negotiate
Agreement ) with the group of creditors who had petitioned for an inv
July 11 of this year. The Agreement requires the creditors to dismiss
the Agreement, the Company will grant certain security interests to th
within 120 days.

7

NOTE 3 RESTATEMENTS

Earth entered into a share exchange agreement with the shareholders
November 22, 2006. Under the Agreement, Earth acquired from the sh:
shares of the LNG Business (the LNG Shares ). Earth agreed to issue
consideration for the LNG Shares. The LNG Business had been previo!

Under the guidance in Statement of Financial Accounting Standards (S
under common control are to be accounted for at the historical cost bi
business was a transaction between entities under common ownership
value of the assets acquired. Earth follows the guidance included in A
applying the pooling method in accounting for this acquisition.

In accordance with SFAS 141 the prior year s information has been r¢

NOTE 4 INVESTMENTS, ADVANCES AND NOTES RECEIVABLE FROM
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EARTH BIOFUELS INC (Form: 10-Q/A, Received: R4¢218-

Amounts representing the Company s percentage interest in the under
and less-than-majority-owned companies in which a significant owners
Investments and advances . There were minimal related operations di
2007 and as such the Company s share of the net income of these con
income. Evidence of loss in value that might indicate impairment of in
equity method is assessed to determine if such evidence represents a
other than temporary. Examples of key indicators include a history of
outlook, and the financial condition and prospects for the investee s t
of an other than temporary loss in fair value below carrying amount is
absence of market prices for the investment, discounted cash flows ar
Investments and advances consist of the following entities and amoun
ended September 30, 2007:

Investn
($ ir Advanc Total

Description Method of Accor 000 s ($in0 ($in O
Investments
Truckers Corner Equity $ 1 $ t $ €
American Earth Equity
Letters of Intent
Systems Management Solut Cost
Vertex Processing, LP Cost
Biodiesel Investment Group
America Cost 4 £
Earth Ethanol and Liquafac Cost
Earth Ethanol and HPS Dev Cost
Cordele Industrial Cost
Dineh-bi-Keya Cost
DFI-Albemarle Bio-Refinery Cost
Total $ 6 $ t $ 1

Investments

Truckers CobD& interest in retail facility located in Hillsboro, TX for
investment ownership to 50% during the second quarter of 2007 with
months ended September 30, 2007. This project is currently 86% comg

8

American Earth Fuels Eldmpratreyest (proposed) in this start up entity la
pursue acquisitions of retail sites for Bio-diesel distribution. During 2
related to a potential contract to purchase certain retail locations in °
made. Subsequent to year-end, this deposit was forfeited and the adv
to disband operations related to the retail locations. During 2007 the

Advances on Letters of Intent

Systems Management SolutignSdviarce( &rMitter of intent for this bio-d
San Antonio, TX - Investment deemed impaired for $22k plus note rec
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EARTH BIOFUELS INC (Form: 10-Q/A, Received: R4¢219:

interests underlying the investment.

Vertex ProcesBingdieBel production facility in Houston, TX - On May 2
intent with Vertex Energy, L.P., which contemplated a joint venture in
operate a biodiesel production facility on the Houston Ship Channel ir
of intent, Vertex Energy would acquire a 49% interest in the newly cre
new operating company real property and improvements, including an
would acquire a 51% interest in the operating company in exchange fo
1,500,000 shares of our common stock to Vertex Energy. These share:
market value of $4,320,000. In addition advances of $658,000 had bee

On February 5, 2007, Vertex Energy, LP & Benjamin P. Cowart alleged
was granted. We believe these allegations are substantively without n
brought by the plaintiff, and are exercising all available rights and re
outcome of this matter is uncertain. Due to the lack of continuing ope
deemed impaired. The company has recorded losses of $2,435,000 dur
second quarter 2007, resulting in total estimated impairments of $4,9°

Biodiesel Investment Group and Bul@®é NoviehstAmeertiada 30 million gallol
production facility located in Danville, Illinois currently under const
advances related to this investment during the three months ended Se
required under this investment.

Earth Ethanol and LiquafactiomtCaorplopabiduction facility in Moses Lake
agreement with 5 day termination notice by third party-additional adve
to termination notice $750,000.

Earth Ethanol and HPS Develbthrmaaot,ploldCction facility Plaguemines F
settled, whereby Earth received $4 million in cash, an $18 million not
settlement.

On August 31, 2006, Earth entered into letters of intent with HPS Dev
venture in which a newly created limited liability company would own
the Mississippi River in Plaquemines Parish, Louisiana. As contempla
was to acquire a 50% interest in the newly created limited liability co
operating company real property and improvements, including a currer
50% interest in the operating company for a purchase price consisting
issuance of 5,829,005 shares of our common stock to HPS developmer
million debt obligation to be incurred by the operating company in cor
anticipated the renovation of this facility would take 12 to 14 months,
have an ethanol production capacity of 60-80 MMGPY.

Earth had paid approximately $27 million towards the project when a t
warrants had been issued at this time, or subsequently related to the
and default by SLE under the terms of the agreement. The Claim invol
contribution and purchase agreement regarding the construction and o
Louisiana that we entered into with HPS/SLE wherein HPS/SLE agreed
company and we agreed to provide capital necessary to obtain a fifty
collectively, to help Earth Ethanol begin the construction and retrofitt
such issue in the Claim included Earth Ethanol s learning that HPS, v
facilities equipment to an unaffiliated third-party, namely, Southridge
Southridge Enterprises, Inc. This sale could have increased construct
assets of the Company, Earth Ethanol notified Southridge of its intere
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EARTH BIOFUELS INC (Form: 10-Q/A, ReceivedPddé210

acquisition of such equipment.

Earth entered into a settlement agreement with HPS during June 2007
non interest bearing note for $18 million. In addition, HPS signed an
million. The note is payable thru 2015. The Company has reported tF
totaling $13,584,874 as of September 30, 2007. Principal of $2 millio
notes receivable from related parties current assets. The value assigr
to be impaired and losses totaling $5,000,000 were recorded. In addit
additional losses on this investment in the second quarter of 2007.

Cordele Indudbniastmen€eahlidosic production facility located in Cordele
second quarter.

Dineh-bi-K&yedlulosic production facility located in Texas. New invest
DFI-Albemarle Bio-Refinleawplippcoduction facility located in Albemarle,
was converted to promissory notes and subsequently deemed impaired
$5,462,416 was written off during the three months ended September

Notes receivable from related parties

Notes receivable from related parties consists of notes related to inve
6.25%, with collateral of underlying physical assets, and maturities in
30, 2007 are as follows:

Description 2007
($ in O

HPS $ 13
Other related parties 12
Total 13
Less current portion (2,01
Long term notes receivable from related parties 11,7

Investment in related party

Earth has an investment in Blue Wireless, a publicly traded telecommi
information technology support to the Company. The company owned s
$100,000. Due to the decline is the shares value, which has been dec¢
written down the investment to $30,000, based on the most recent pub
previously advanced the company $160,000, which has been deemed u
expense during the second quarter of 2007.

10

NOTE 6 INTANGIBLE ASSETS

Goodwill recorded on Earth s balance sheet reflects the purchase pric
value of the net assets. At September 30, 2007, Earth had recorded a
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EARTH BIOFUELS INC (Form: 10-Q/A, ReceivedPddgé211

its acquisition of its LNG businesses, and $3,981,280 related to the a
$315,000 during the first quarter of 2007. In addition, other intangible
approximately $2.2 million for the sales of a brand name biodiesel prc
$2,012,000 as of March 31, 2007.

Earth has determined that, based on the impairment tests performed o
business, the intangible assets related to goodwill from the acquisitio
brand name have been impaired. As such the carrying amounts of app!
written down to zero and charged against earnings. In addition, a non
of the settlement with the HPS investment above. This intangible was
charged against earnings during the quarter ended June 30, 2007.

NOTE 7-ACCRUED INTEREST AND SHORT TERM CONVERTIBLE PROM

Convertible debt consists of the following as of September 30, 2007:

2007

8% convertible promissory notes, due August 31, 2007 $ 53,¢€
Discount on convertible promissory notes (31,"
Current portion of convertible promissory notes $ 22,C

On July 24, 2006, Earth entered into a securities purchase agreement
aggregate senior convertible notes that were due in 2011 to eight inst
coupon, payable quarterly, and are convertible into shares of common
issuance of the notes, Earth also issued five-year warrants to purchat:
investors and five-year warrants to purchase 1,357,759 shares of com
$2.90 per share.

On August 11, 2006,

Earth entered into a securities purchase agreement pursuant to whict
convertible notes that are due in 2011 to two institutional investors. 7
guarterly, and are convertible into shares of common stock at $2.90 p
notes, Earth also issued five-year warrants to purchase 232,759 share
share.

At the date of original issuance the warrants had a relative fair value
conversion feature in the amount of $42,906,599 based on the intrinsi

Due to ongoing renegotiations with the above investors, Earth did not
October 1, 2006, or register the underlying securities within 30 days 1
securities purchase agreement dated July 24, 2006 and August 11, 20
approximately have accrued at the default rate of 15% interest, plus 1
penalties, and an 18% late charge. Additionally there is a redemption
Subsequent to year end 2006 Earth brought all coupon rate interest c1

Subsequent to the second quarter of 2007, certain of the note holders
Chapter 7 Involuntary Liquidation against the company. On Novemb¢«
Company ) negotiated and executed a settlement agreement (the Agr
petitioned for an involuntary bankruptcy against the company on July
creditors to dismiss their petition of bankruptcy. Under the terms of tl
security interests to the creditors and will execute a restructuring pla
signed by the company noting the entire amount of debt and penalties
Total accrued penalties were approximately $48,151,000 as of Septem
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EARTH BIOFUELS INC (Form: 10-Q/A, ReceivedPddgé212

11

Accrued unpaid penalties and interest related to the above judgment

Accrued interest payable on convertible debts 2007
Interest $ 9
Late charges 15
Redemption fee 10
Registration penalites 13,¢
Total interest expense 48,1

NOTE 8 DEMAND NOTES

Earth has several demand notes totaling $390,362 as of September 30
interest at 8%, all of which is due upon demand.

NOTE 9 LINE OF CREDIT

The LNG subsidiary obtained a new revolving credit as of March 31, 2
line of credit. Earth obtained a $5 million revolving credit facility whi
receivable. Interest of prime plus 2% is payable monthly.

NOTE 10 TERM DEBT FACILITIES

On February 28, 2007, our LNG subsidiary obtained several credit fac
loan is due and payable in 3 years, with interest accruing at LIBOR pl
advance. The loan is secured by the LNG plant facility in Topock, Ariz
Purchase and Registration Right agreements were issued to purchase
$.36 per share for 10 years. At the date of original issuance the warr:
Amortization on the related debt discount totaled $202,560 for the thr

On March 23, 2007, Earth obtained a $9 million term loan facility. The
payable at LIBOR plus 1,000 basis points. The loan is secured by the
connection with this facility, Warrant Purchase and Registration Right
of the Company s common stock at $.36 per share for 10 years. At the
relative fair value of $1,654,643. Amortization on the related debt dis
September 30, 2007. In June 2007 the lenders exchanged their rights
totaling $3,000,000. These financing fees are payable at maturity of
financing fee expense was $509,000 as of September 30, 2007.

In connection with these facilities interest reserves were escrowed to
first twelve months. These facilities are also cross-collaterized.

The Company has not met underlying debt covenants related to fixed ¢
debtor has noted these defaults and has not relinquished their rights

subsequent to September 30, 2007, the Company received additional f
million, which increased the amount of the existing term loan facilitie

12
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EARTH BIOFUELS INC (Form: 10-Q/A, ReceivedPddeé213

NOTE 11 STOCKHOLDERS EQUITY

During the quarter ended September 30, 2007, 7,218,750 shares were
the parent, which had a fair market value of $1,299,375 at date of iss

Warrants
Warrants granted by the Company consisted of the following for the th

Remaini 2006
Description Life Exercise F Warrants
May 4, 2006 convertible debt-(debt r
to investor 8 9 y$ 2. 920,
May 26, 2006 convertible debt-(debt
to investor and placement agent 8 9 vy$ 3.1 768,
June 7, 2006 convertible debt-(debt
to investor and placement agent 8 9 yv$ 2. 1,545
July 10, 2006 convertible debt (debt
to investor and placement agent 9-10 y$ 2.1 1,515
July 21,2006 warrants issued for cor 9-10 yv$ .2 4,000
July 24, 2006 convertible debt, warr 9-10 y$ 2. 9,051

The weighted average exercise price for all warrants outstanding as o
the three months ended September 30, 2007, 20,124,688 shares were

All warrants have a five-year or ten year expiration. The warrant fair
option pricing model. Variables used in the Black-Scholes option-prici
(2) expected warrant life is the actual remaining life of the warrants ¢
100%-400%, and (4) zero expected dividends.

A summary of the Company s stock warrant activity and related inform

Number of St Weighted Ave
Under Warra Exercise | Exercise Pri
Warrants outstan:
December 31, 20( 17,990 $ .25-¢ $ 1.1
Issued 20,699 $ .01- $ .2
Exercised (250,) $ .Q $ (.0
Forfeited (20,32¢) $ .30- $ (.2)

Expired

Warrants outstan:
exercisable at Se
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2007 18,115 $ .01-% $ 1.4

In summary there were warrants for 18,115,940 shares of common sto«
outstanding both totaling 36,598,700 as of September 30, 2007. Due t
warrants and conversion options were not presented on the Consolida’

13

Share-based Compensation

During the three months ended September 30, 2007, Earth issued 251,
valued at approximately $35,140.

There have been no stock options granted as of September 30, 2007.
NOTE 12 RELATED PARTY TRANSACTIONS
Advances

As of September 30, 2007, Earth had payables to the following relatec

Description 2007

($ in O
Apollo International Resources, Inc. N (
Other affiliates 55
Total N 55

Apollo International Resources, Inc. is the majority stockholder of Eal
Earth. Amounts advanced from related parties were used to fund oper
payables are classified as current due to management s intent to pay
During the quarter ended September 30, 2007, 7,218,750 shares were
the parent, valued at $1,299,375. In addition, a contingent amount wa
these guarantees totaling $1,393,264, of which was used towards amo
Earth also made advances totaling $969,000 to a subsidiary of the pai
used towards amounts owed to the parent.

Other affiliates are shareholders of the Company, whom also provide
Total shipping services for the nine months ended September 30, 200"
In addition, the affiliate advanced the company approximately $555,0¢C

NOTE 13 COMMITMENTS AND CONTINGENCIES

The Company has guaranteed secured notes issued to the parent Apol
parent), The secured notes were issued in the total amount of $3,550,
February 12, 2007. The notes were collateralized by 18,214,936 share
notes matured on July 12, 2007, and the plan of repayment was to be
assets owned by ARI, and/or the underlying collateral.

Subsequent to September 30, 2007 the notes have been repaid throug
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EARTH BIOFUELS INC (Form: 10-Q/A, ReceivedPddeé215%

issuance of 7,218,750 additional shares of the Company s stock, resu
still owed, and recorded in accounts payable on the Consolidated Balz¢
market value of the additional shares issued and the remaining contin
on amounts due to the parent from prior advances, resulting in no los:

On November 14, 2007, Earth Biofuels, Inc. (the Company ) negotiate
Agreement ) with the group of creditors who had petitioned for an inv
July 11 of this year. The Agreement requires the creditors to dismiss
the Agreement, the Company will grant certain security interests to th
within 120 days.

14

Registration Payments

In December 2006, The FASB issued No. EITF 00-19-2 Accounting for
Company adopted EITF 00-19-2 for the year ended December 31, 2006
Agreements and the related Registration Agreements of the company,
timely filing of a registration statement, and effectiveness of a regist
maximum penalty of 12.5%. As of September 30, 2007 these penalties
accrued interest with a related charge to interest expense.

NOTE 14 SEGMENT INFORMATION

Earth maintains one operating segment whose business is conducted t
owned by Earth. This segment is Earth LNG, Inc. LNG is managed sep
base and requires different strategic and marketing efforts. The accol
those described in the summary of significant accounting policies. Thi
production, distribution and marketing operations. The subsidiary reve
revenues. There are no inter-segment revenues or expenses.

Certain segment data is included in the table below as follows:

LNG Earth Bio: Consolid
($ in O ($ in 00C ($ in 00!

Nine months ended September 30,
Revenue $ 18,¢ 1,0 19,¢
Income (Loss) from operations $ (8 (26,9 (27,0
Interest Expense $ (2,4 (49,2 (51,7
Net Loss for the nine months ende $ (1,5 (93.5 (95,0
Property, plant and equipment, ne $ 10,4 16,:¢ 26,¢
Total Assets $ 41,¢ 45,2 87,1
Current Liabilities $ 18,7 88, ¢ 107,

Municipal customers represent approximately 58% of the consolidated
these customers for the nine months ended September 30, 2007 was a

NOTE 15 SUBSEQUENT EVENTS

H.C. Wainwright & €€W Inhcommenced arbitration against us on July 2(

of contract relating to a March 7, 2006 letter allegedly appointing H.C

http://yahoo.brand.edgar-online.com/EFX dII/EDGARpPL8/@
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time for the sale of our securities. H.C. Wainwright is seeking an awa
purchase our common stock, and attorneys fees and costs. Earth file«
denied that it was liable to HCW for breach of contract. Among other |
terminated prior to any alleged breach, HCW failed to perform as pron
misrepresentations of fact to induce Earth in to the alleged agreemen
2007, in the absence of representation by Earth. Earth was ordered to
annually, attorney fees of $118,887.10, and an arbitration fee of $35,
actions taken previously by the Company. Subsequent to September 3
$325,000 which was paid by the parent Apollo, and the above judgmen

On November 14, 2007, Earth Biofuels, Inc. (the Company ) negotiate
Agreement ) with the group of creditors who had petitioned for an inv
July 11 of this year. The Agreement requires the creditors to dismiss
the Agreement, the Company will grant certain security interests to th
within 120 days.

In addition subsequent to the quarter ended September 30, 2007, the
existing credit facilities.

15

ITEM 2. ManagenseDtiscussion and Analysis.

The following discussion and analysis should be read in conjunction w
the notes to those statements, included in Item 7 of this Annual Repo

Overview

The principal business of Earth is the domestic production, supply ani
of biodiesel, ethanol and vehicle-grade liquid natural gas ( Ing ). Eart
directly to wholesalers, and to be used as a blend stock to make B20
diesel fuel made from soybean and other vegetable oils, and used or 1
such as soy and canola oil as raw material (feedstock) for the product
operations are located in Oklahoma and Texas. Earth also has investn
renewable alternative fuel. Ethanol, also known as ethyl alcohol or gr
and wheat. Earth also produces and distributes liguefied natural gas,
Unlike pipeline quality LNG, vehicle-grade Liquid natural gas is over !
hydrocarbons. Earth s primary operations are in Arizona and Californi

Our primary sources of revenue for the three months ended Septembe]
Ing. Our sales revenue is a function of the volume we sell and the pri
largely dependent upon demand and our ability to distribute the produ
are largely determined by the market supply and demand, which in tur
we have little, if any, control, such as the price of gasoline and other
our biodiesel directly to fuel stations. For our biodiesel products the
storage and blending terminals, controlling the blending point, and ob
throughout the United States. We have entered into agreements with c
fleet, agricultural and retail fueling terminals, and retail service stati
areas. For our Ing products the production facility is one of only seve
located in Topock, AZ, is just one mile east of the Arizona border witt
of 86,000 gallons per day, and is currently running at approximately 9
in close proximity to its primary metropolitan markets along the west
plant s natural gas feedstock supply is fed by an El Paso Natural Gas
worthy corporations and municipalities on pricing above market indice
priced.

Our gross profit is derived from our total revenues less our cost of sa

http://yahoo.brand.edgar-online.com/EFX dII/EDGARpPL8/@















































































































