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CAPE ALUMINA LIMITED
AND CONTROLLED ENTITIES
ACN 107 817 694

DIRECTORS REPORT

Your directors present their report on the economic entity consisting of Cape Alumina Limited and the entities
it controlled at the end of, or during the year ended 30 June 2009.

1. THE DIRECTORS

The following persons were directors of the Company during the financial year and up to date of this report:

George Alfred Lloyd-Age 60 —  Non-Executive Independent Chairman

Qualifications —  Master of Business Administration, Bachelor of Engineering Science
(Industrial Engineering), FAusIMM, Stanford Executive Program

Experience —  Appointed Chairman and Board member on 29 January 2009.

Directorships in listed entities Chairman of
 Pryme Oil and Gas Limited-appointed January 2008-
continuing

Non-executive Director of
e Ausenco Limited-appointed 2005-continuing

Interest in Shares and Options — 58,000 Ordinary Shares in Cape Alumina Ltd and options to acquire
a further 1,000,000 ordinary shares

Special Responsibilities —  Chairman of Audit Committee, Member of Remuneration Committee

Directorships formerly heldin —  Previous Director of

other listed entities e Goldlink IncomePlus (2007 to 2008)

e Equatorial Mining Limited (2003 to 2006)

Andrew Gillies-Age 46 —  Non-Executive Director

Qualifications —  Bachelor of Science (Geology), MAusIMM

Experience —  Appointed Director on 2 February 2004.

Interest in Shares and Options — 16,000 Ordinary Shares in Cape Alumina Ltd and options to acquire
a further 600,000 ordinary shares

Special Responsibilities —  Chairman of Remuneration Committee.

Directorships held in other —  Planet Metals Limited (formerly Queensland Ores Limited)

listed entities -appointed 9 June 2009-continuing

Orion Metals Limited (formerly Queensland Gold & Minerals
Limited) — appointed 28 November 2008-continuing
—  Metallica Minerals Limited-appointed 15 January 1997-continuing

Rennie Fritschy-Age 67 —  Non Executive Independent Director

Qualifications — BE (Chem), BEc, GAICD, FIEAust

Experience —  Appointed Director on 29 January 2009

Interest in Shares and Options — 8,000 Ordinary Shares in Cape Alumina Ltd and options to acquire a
further 500,000 ordinary shares

Special Responsibilities — Member of Remuneration Committee and Audit Committee.

Directorships held in other — None

listed entities

Directorships formerly held in  — None
other listed entities



CAPE ALUMINA LIMITED
AND CONTROLLED ENTITIES
ACN 107 817 694

DIRECTORS REPORT

1. THE DIRECTORS (continued)

Peter Nicholson-Age 34 —
Quialifications —
Experience —
Interest in Shares and Options —

Special Responsibilities —

Directorships held in other listed —
entities

Jijun Liu-Age 44 —
Quialifications —
Experience —
Interest in Shares and Options —

Special Responsibilities —

Directorships held in other listed —
entities

Valentine Smirnyagin-Age 33 —
Quialifications —
Experience —
Interest in Shares and Options —

Special Responsibilities —

Directorships held in other listed —
entities

Non Executive Director
Bachelor of Engineering (Mining), GAICD, F Fin, MAusimm.

Appointed Director on 26 March 2007.

Peter Nicholson is an employee of Resource Capital Funds
Management Pty. Ltd, which is the Manager of Resource Capital
Fund Il and IV L.P. which together hold 28,503,138 shares in Cape
Alumina Limited. Resource Capital Funds Management Pty. Ltd
holds 600,000 options to acquire shares in Cape Alumina Limited.

Member of Remuneration Committee and Audit Committee
Metallica Minerals Limited-appointed 11 May 2006—continuing.

Non Executive Director
None

Appointed Director on 5 May 2008.

Jijun Liu is an employee of China Xinfa Group Corporation Limited
which holds 24,001,883 shares in Cape Alumina Limited. Mr Liu
holds options to acquire a further 400,000 ordinary shares.

None
N/A

Non Executive Director
MBA, University of Pittsburg:Katz

Appointed Director on 15 November 2006.

Valentine Smirnyagin is an employee of Bondline Limited which holds
20,865,291 shares in Cape Alumina Limited. Mr Smirnyagin holds
options to acquire a further 600,000 ordinary shares

None
N/A



CAPE ALUMINA LIMITED
AND CONTROLLED ENTITIES
ACN 107 817 694

DIRECTORS REPORT

1. THE DIRECTORS (continued)

David Barwick-Age 65 — Former Chairman

Quialifications — None

Experience — Appointed Director and Chairman on 2 February 2004, resigned 29
January 20089.

Interest in Shares and Options —  Mr Barwick holds options to acquire 700,000 ordinary shares

Special Responsibilities — None

Directorships held in other listed —  Chairman of

entities e Macarthur Minerals Limited (TSX-V)-Appointed 24/10/2005-

ceased 31 August 2009

e Metallica Minerals Limited-appointed 11 March 2004-
continuing

e Manaccom Corporation Limited (formerly Jumbo Corporation
Limited)-appointed 28/8/2006-Continuing

e Planet Metals Limited (formerly Queensland Ores Limited)-
appointed 9 June 2009-Continuing

e Orion Metals Limited (formerly Queensland Gold and
Minerals Limited)-appointed 28 November 2008 -continuing

Ken Xiao-Age 39 — Non Executive Alternate Director to Jijun Liu

Qualifications —  Bachelor of Science (Computer) / Bachelor of Engineering
(Computer) University of Newcastle
Master of Information Technology QUT

Experience — Appointed Alternate Director on 08/06/2007.

Interest in Shares and Options —  Ken Xiao is a consultant to China Xinfa Group Corporation Limited
which holds 24,001,883 shares in Cape Alumina Limited. Mr Xiao
holds options to acquire a further 400,000 ordinary shares

Special Responsibilities — None
Directorships held in other listed — N/A
entities

2. PRINCIPAL ACTIVITIES OF THE ECONOMIC ENTITY

The principal activities of the economic entity during the course of the financial year were mineral exploration
and progressing development of the Pisolite Hills bauxite project.

3. OPERATING RESULTS
The loss of the economic entity for the year was $3,379,205 (30 June 2008: loss of $1,051,772).

As at 30 June 2009, the economic entity had cash and cash equivalents of over $11.5 million with total
current liabilities of approximately $730,000.

The economic entity’s strategy for future years is to continue the exploration, evaluation and development of
its Projects. The economic entity believes it's strategy is achievable.



CAPE ALUMINA LIMITED
AND CONTROLLED ENTITIES
ACN 107 817 694

DIRECTORS REPORT
4.  DIVIDENDS

The directors do not recommend the payment of a dividend and no amount has been declared or paid by
way of a dividend since 30 June 2009 and to the date of this report.

5. REVIEW OF ACTIVITIES

A review of activities of the economic entity during the financial year is set out in the section entitled
“Activities Review” in the Economic Entity’s Annual Report.

6. SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS

There have been no significant changes in the state of affairs of the economic entity during the year other
than as referred to in the Financial Report or notes thereto.

7. EVENTS SUBSEQUENT TO BALANCE DATE

Subsequent to year-end an updated independent calculation of the in situ Resource at the Pisolite Hills
Project was completed. The Resource is now estimated to comprise a total of 130.2 million tonnes of
Measured (27.5 Mt), Indicated (56.1 Mt) and Inferred (46.6 Mt) bauxite Resources which, after wet
beneficiation, is expected to yield 86.1 Mt of product bauxite on a dry basis including Measured (20.1Mt),
Indicated (37.9Mt) and Inferred (28 Mt) Resources at an average grade of 53.1% Al,O; (41.5% THA and
7.5% RSIO, at 150<C).

Except for the above no matter or circumstance has arisen since 30 June 2009 that has significantly
affected, or may significantly affect:

a) the economic entity’s operations in the future financial years; or
b) the results of those operations in future financial years; or
C) the economic entity’s state of affairs in future financial years

8. LIKELY DEVELOPMENTS

During 2010 and onwards the Company plans to continue the exploration and evaluation of its Pisolite Hills
bauxite project. The Company also intends to continue its exploration programmes on other areas.

9. ENVIRONMENTAL REGULATIONS

The company is subject to environmental regulations under the laws of Queensland where it holds mineral
exploration tenements. During the financial year the company did not record any non-compliance with the
environmental regulation regime.

10. SHARES UNDER OPTION

Unissued ordinary shares of the Company under option at 30 June 2009 are as follows:
Date options granted Expiry Date Exercise Price Number under option

21 May 2008 29 January 2012 50 cents 9,200,000

No option holder has any right under the options to participate in any other share issue of the company or of
any other entity.

During the year, no shares were issued on the exercise of options.



CAPE ALUMINA LIMITED
AND CONTROLLED ENTITIES
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DIRECTORS REPORT
11. DIRECTORS’ MEETINGS AND SHAREHOLDING INTERESTS

The number of directors’ meetings held during the financial year and the number of meetings attended by
each director whilst a Director and the relevant interests of each director in the share capital of the Company,
as notified to the Australian Stock Exchange in accordance with S205(G) of the Corporations Act 2001, as at
the date of this report is as follows:

Interest in Interest in
Meetinas of Meetings of shares of the options of the
Director Directorg Held Directors Company at Company at
Attended date of this date of this
Report Report
George Alfred Lloyd**** 12 11 58,000 Dire%:’t?)?ggggons
Andrew Langham Gillies 12 12 16,000 Direc?g?s,o(())gtions
David Keith Barwick 7 6 - Direc?[g?s,o(())gtions
Rennie Fritschy**** 12 10 8,000 Direc?g?s,oc())gtions
. . 400,000
* _ _ ’
Jijun Liu 12 Directors Options
Ken Xiao 400,000
alternate to Jijun Liu irectors Options
(@l Jijun Liuy* 12 11 12,000 Di Onti
Peter Bruce Nicholson** 12 12 - -
Valentine Smirnyagin*** 12 10 Direc(?[g?s,o(())gtions
* Jijin Liu is a Director of China Xinfa Group Corporation Limited and Ken Xiao is a consultant to China

Xinfa Group Corporation Limited which holds 24,001,883 shares in Cape Alumina Limited.

** Peter Bruce Nicholson is an employee of Resource Capital Funds Management Pty. Ltd, an entity
related to Resource Capital Fund Ill and IV L.P. which together hold 28,503,138 shares in Cape
Alumina Limited. Resource Capital Funds Management Pty. Ltd holds 600,000 options to acquire

shares in Cape Alumina Limited at 50 cents.

***  Valentine Smirnyagin is an employee of Bondline Limited which holds 20,865,291 shares in Cape

Alumina Limited

****  George Lloyd and Rennie Fritschy were Directors elect from 1 July 2008 to 29 January 2009. The
numbers of meetings held and attended in respect of each of them includes this period.

The number of meetings of the Audit Committee held during the year and the number of meetings attended
by each member of the Audit Committee is as follows:

Director Meetings of Audit Committee Meetings Of Audit Committee
Held Attended
George Lloyd 1 1
Rennie Fritschy 1 1
Peter Bruce Nicholson 1 1



CAPE ALUMINA LIMITED
AND CONTROLLED ENTITIES
ACN 107 817 694

DIRECTORS REPORT
12. REMUNERATION REPORT - AUDITED
(@) Remuneration Practices

The company'’s policy for determining the nature and amount of emoluments of key management personnel,
including Board members and other key management personnel of the company is set out below.

The remuneration structure for key management personnel, excluding non-executive directors, is set by the
Board of Directors and is based on a number of factors including, market remuneration for comparable
companies, particular experience of the individual concerned and overall performance of the company. The
contracts for service between the company and key management personnel are on a continuing basis the
terms of which are not expected to change in the immediate future. The Company retains the right to
terminate contracts immediately by making payment of an amount based on the employees years of service.
Upon retirement or termination key management personnel, excluding non-executives, are paid employee
benefits accrued to date of retirement or termination. No other termination benefits are payable under
service contracts. Any options issued which are not exercised on or before the date of termination lapse 3
months after termination. Unless otherwise stated, service agreements do not provide for pre-determined
compensation values or the manner of payment. Compensation is determined in accordance with the
general remuneration policy. The manner of payment is determined on a case by case basis and is
generally a mix of cash and non-cash benefits as considered appropriate by the Board of Directors.

The objective of the Company’'s executive reward framework is to ensure reward for performance is
competitive and appropriate for the results delivered. The board ensures that director and executive rewards
satisfy the following key criteria:

. competitiveness and reasonableness
. acceptability to shareholders
. transparency

The Company has structured an executive remuneration framework that is market competitive and
complementary to the reward strategy of the organisation.

The remuneration framework is aligned to shareholders’ interests through:
. a focus on sustained growth in share price and key non-financial drivers of value
. attracting and retaining high calibre executives

The remuneration framework is aligned to employees’ interests through:

. rewarding capability and experience

. reflecting competitive rates of remuneration in respect of skills and responsibility
. providing a clear structure for earning rewards

. providing recognition for contribution

Relationship between remuneration and Company performance

During the period under review, the Company (and the Consolidated Entity) has generated losses because it
is involved solely in exploration and not production.

At 30 June 2009 the market price of the Company’s ordinary shares was the same as the listing price of 50
cents per share. The Company listed on the ASX on 29 January 2009. As such there is no comparative
listed share price information. No dividends were paid during the year ended 30 June 2009.

Given that the remuneration is commercially reasonable, the link between remuneration, Company
performance and shareholder wealth generation is tenuous, particularly in the exploration and development
stage of a minerals company. Share prices are subject to the influence of international metal prices and
market sentiment towards the sector and increases or decreases may occur independently of executive
performance or remuneration. The company may issue options to provide an incentive for key management
personnel which, it is believed, is in line with industry standards and practice and is also believed to align the
interests of key management personnel with those of the company’s shareholders.

6



CAPE ALUMINA LIMITED
AND CONTROLLED ENTITIES
ACN 107 817 694

DIRECTORS REPORT
12. REMUNERATION REPORT - AUDITED (continued)

Unless otherwise stated, service agreements do not provide for pre-determined compensation values or the
manner of payment. Compensation is determined in accordance with the general remuneration policy. The
manner of payment is determined on a case by case basis and is generally a mix of cash and non-cash
benefits as determined by the Board of Directors.

Except in so far as Directors and key management personnel hold options over shares in the Company,
there is no relationship between remuneration policy and the Company’s performance. The Company listed
on ASX on 29 January 2009 with the Initial Public Offering shares issued at 50 cents each. The Company’s
shares were last traded at 50 cents on 30 June 2009.

The key management personnel of Cape Alumina Limited and the consolidated entity includes the directors,
and Mr Paul Messenger (Chief Executive Officer), Mr John Haley (Chief Financial Officer and Company
Secretary) and Mr John Cameron (Exploration Manager). Mr Messenger, Mr Haley and Mr Cameron have
been employed for the entire year from 1 July 2008 to 30 June 2009. These personnel have authority for
planning, directing and controlling the activities of the company and the consolidated entity.

The table below sets out summary information about the Consolidated Entity’s earnings for the four years to
30 June 2009:

Description 30 June 2009 30 June 2008 30 June 2007 30 June 2006
Revenue 165,973 81,536 9,546 7,748
Net profit/(loss) before tax (3,379,205) (1,051,772) (354,604) (1,096,414)
Net profit(loss) after tax (3,379,205) (1,051,772) (354,604) (1,096,414)
Basic earnings/(loss) per share
(cents) (0.032) N/A N/A N/A

There were no dividends paid or returns of capital by the Economic Entity in the previous four years.

Remuneration of the Non-executive Directors is approved by the Board and set in aggregate within the
maximum amount approved by the shareholders from time to time. The fees have been determined by the
Board having regard to industry practice and the need to obtain appropriately qualified independent persons.
The aggregate pool of remuneration available to be paid to Non-executive Directors is currently $500,000 per
annum. The amount paid to Non-executive Directors during the year to 30 June 2009 was $250,500.

The Company has adopted a policy in respect of employees and directors trading in the Company’s
securities. Employees and directors are not permitted to hedge their exposure to holdings of the Company’s
securities. No employees or directors have hedged their exposures.
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AND CONTROLLED ENTITIES
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DIRECTORS REPORT

12. REMUNERATION REPORT - AUDITED (continued)

2009 Remuneration

Economic crupioyes  Bonus  Remuneration POSLEMBIY  Tor  Related | %Consisting
benefits * Percentage
$ $ $ $ % %

Directors
GA Lloyd 75,000 - - - 75,000 - -
R Fritschy - - - 40,000 40,000 - -
DK Barwick 24,000 - - - 24,000 - -
AL Gillies 37,500 - - - 37,500 - -
Jijun Liu 42,000 - - - 42,000 - -
PB Nicholson** 36,000 - - - 6,000 - -
V Smirnyagin 36,000 - - - 36,000 - -
K Xiao
(Alternate Director) - - - - - - -
Other Key Management Personnel
P Messenger 198,500 - 482,500 27,948 708,948 68 -
J Haley 69,750 - 2,500 - 72,250 -
J Cameron 170,000 - 5,000 35,500 210,500 2 -
Total 688,750 - 490,000 103,448 1,282,198 38 -

In addition to the options granted as

allocated shares with a value of $10,000, in the year ended 30 June 2009.

2008 Remuneration

set out in the table above, non key management personnel were

Ecg:t?t';'c Serrlr?;::;%r: Bonus Fihrﬁﬁzfasﬁn Empl:l,g;rtnent Total Pegglr:tl:: % o(f:%ﬁ;zg:g
benefits * Benefits Percentage
Sgﬂ#g:ﬁ: Options Superannuation
$ $ $ $ % %

Directors
GA Lloyd 12,500 - 2,605 - 15,105 17.2 3.2
R Fritschy 3,030 - 1,302 9,090 13,422 1.0 1.7
DK Barwick 30,869 - 1,823 - 32,692 0.6 0.9
AL Gillies 24,400 - 1,562 - 25,962 6.0 1.0
Jijun Liu - - 1,041 - 1,041 100 100
PB Nicholson** 24,600 - 1,562 - 26,162 6.0 1.0
V Smirnyagin 31,500 - 1,562 - 33,062 4.7 0.8
K Xiao
(Alternate Director) - - 1,041 - 1,041 100 100
Other Key Management Personnel
P Messenger 150,000 - 5,209 13,500 168,709 3.1 0.5
J Haley 49,375 - 1,823 - 51,198 3.6 0.9
J Cameron 139,566 - 1,823 21,661 163,050 1.1 0.3
Total 465,840 - 21,353 44,251 531,444 4.02 4.026
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12. REMUNERATION REPORT - AUDITED (continued)

In addition to the options granted as set out in the table above, non key management personnel were
allocated options with a value of $2,605 in the year ended 30 June 2008.

Note (*) non-cash benefit — deemed option value or share value
Note (**) amounts paid in respect of Mr. Nicholson are paid to Resource Capital Funds Management Pty.
Ltd an entity related to Resource Capital Fund Il and IV L.P.

Remuneration above does not include an equal proportion of premiums paid for directors and officers liability
insurance as it is not practicable to allocate this expense to directors and key management personnel.

(b) Performance income as a proportion of total remuneration

Executives may be paid performance based bonuses based on set monetary figures, rather than as
proportions of their salary. Bonuses are also paid in the form of stock options. This has led to the
proportions of remuneration related to performance varying between individuals. The Company may set
bonuses with performance conditions to encourage achievement of specific goals that have been given a
high level of importance in relation to the future growth of the group. Performance conditions include
progressing the company’s projects toward production, and in the 2009 year, achieving the listing of the
Company on the Australian Stock Exchange.

(c) Chief Executive Officers Contract

The Company has entered into a contract with Mr. Paul Messenger, the Chief Executive Officer of the
Company. Key terms of the contract are:

. The contract has a two year term commencing on 1 July 2009
. The contract may be terminated by 3 months notice from either party.
(d) Options issued as part of remuneration

Options are issued to directors and executives as part of their remuneration. The options are not issued
solely on performance criteria, but are also issued to all directors and executives of Cape Alumina Limited
and it's subsidiaries to increase goal congruence between executives, directors and shareholders.

(e) Remuneration Options

Key Management Personnel options with a value of $23,958 were granted as remuneration during the prior
year. No options were granted during the current year.
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12. REMUNERATION REPORT - AUDITED (continued)
(f)  Equity settled-options issued for the year ended 30 June 2008
Options Granted to Directors and Key Management Personnel

Terms and Conditions for Each Grant - each option is convertible into one share in Cape Alumina Limited

Directors and Value per Exercise First Last
Key Vested No. Granted Grant Date Option at Price Exercise Exerms.e
Management No. Grant Date $ Date and Expiry
Personnel $ Date
G A Lloyd Nil 1,000,000 21/05/2008 0.014 0.50 29/07/2009  29/01/2012
R Fritschy Nil 500,000 21/05/2008 0.014 0.50 29/07/2009  29/01/2012
D K Barwick Nil 700,000 21/05/2008 0.014 0.50 29/07/2009 29/01/2012
A L Gillies Nil 600,000 21/05/2008 0.014 0.50 29/07/2009 29/01/2012
Jijun Liu Nil 400,000 21/05/2008 0.014 0.50 29/07/2009 29/01/2012
Ken Xiao Nil 400,000 21/05/2008 0.014 0.50 29/07/2009 29/01/2012
(alternate to J Liu)
P B Nicholson* Nil 600,000 21/05/2008 0.014 0.50 29/07/2009  29/01/2012
V Smirnyagin Nil 600,000 21/05/2008 0.014 0.50 29/07/2009  29/01/2012
P R Messenger Nil 2,000,000 21/05/2008 0.014 0.50 29/07/2009 29/01/2012
J K Haley Nil 700,000 21/05/2008 0.014 0.50 29/07/2009 29/01/2012
J Cameron Nil 700,000 21/05/2008 0.014 0.50 29/07/2009 29/01/2012

*Peter Nicholson has assigned his options to Resource Capital Funds Management Pty. Ltd

Options are granted under the plan for no consideration. Options have been granted for 3 years from the
date of the Company’s listing on the ASX. Options granted under the plan carry no dividend or voting rights.
As at 30 June 2009 none of the options granted had vested or become exercisable. The exercise price of
the options is as determined by the directors but was largely based on the proposed IPO price of the
company’s shares at the time of grant.

No options were forfeited during the year, lapsed during the year, or were exercised during the year by key
management personnel.

13. NON-AUDIT SERVICES

During the year, BDO Kendalls (QLD), the Company’s auditor, has performed certain other services in
addition to their statutory duties.

The board has considered the non-audit services provided during the year by the auditor and is satisfied that
the provision of those non-audit services is compatible with, and did not compromise, the auditor
independence requirements of the Corporations Act 2001 for the following reasons:

. all non-audit services were subject to the corporate governance procedures adopted by the Company
and have been reviewed by the Audit Committee to ensure they do not impact the integrity and
objectivity of the auditor;

. the non-audit services do not undermine the general principles relating to auditor independence;

. as set out in APES110 Code of Ethics for Professional Accountants, they did not involve reviewing or
auditing the auditor's own work, acting in a management or decision making capacity for the
Company, acting as an advocate for the Company or jointly sharing risks and rewards.

The following fees for non-audit services were paid/payable to the BDO Kendalls (QLD) during the year
ended 30 June 2009: Taxation services $6,100. Investigating Accountants Report $23,959.

10
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14. INDEMNIFICATION OF OFFICERS OR AUDITOR
Each of the Directors and the Secretary of the Company have entered into a Deed with the Company
whereby the Company has provided certain contractual rights of access to books and records of the
Company to those Directors and Secretary. The Company has insured all of the Directors of Cape Alumina
Ltd. The contract of insurance prohibits the disclosure of the nature of the liabilities covered and amount of
the premium paid. The Corporations Act 2001 does not require disclosure of the information in these
circumstances.
The Company has not indemnified its auditor.
15. PROCEEDINGS ON BEHALF OF A COMPANY
No person has applied for leave of court to bring proceedings on behalf of the company or intervene in any
proceedings to which the company is a party for the purpose of taking responsibility on behalf of the
company for all or any part of those proceedings. The company was not a party to any such proceedings
during the year.

16. AUDITOR’S INDEPENDENCE DECLARATION

The auditor’'s independence declaration for the year ended 30 June 2009 has been received and can be
found on page 12 of the directors’ report.

This report is made in accordance with a resolution of the Directors.

Signed:

G A Lloyd
Chairman

25 September 2009

11



BDO Kendalls BDO Kendalls (QLD)
l BDO Level 18, 300 Queen St

Brisbane QLD 4000
GPO Box 457 Brisbane QLD 4001
Phone 61 7 3237 5999
Fax 61 7 3221 9227
info.brisbane@bdo.com.au
www.bdo.com.au

ABN 70 202 702 402

25 September 2009

The Directors

Cape Alumina Ltd
GPO Box 122
BRISBANE QLD 4001

Dear Directors
AUDITOR’S INDEPENDENCE DECLARATION

In relation to our audit of the Financial Report of Cape Alumina Ltd for the year ended 30
June 2009, to the best of my knowledge and belief, there have been no contraventions of the
auditor independence requirements of the Corporations Act 2001 or any applicable code of
professional conduct.

This declaration is in respect of Cape Alumina Limited and the entities it controlled during the
year.

Yours faithfully
BDO Kendalls (QLD)

=

Craig Jenkins
Partner

BDO Kendalls is a national association of
separate partnerships and entities.

12 Liability limited by a scheme approved
under Professional Standards Legislation
other than for the acts or omissions of
financial services licensees.



CAPE ALUMINA LIMITED
ABN 88 107 817 694

INCOME STATEMENT
FOR THE YEAR ENDED 30 JUNE 2009
Notes 2009 2008 2009 2008
Economic Economic Parent Parent
Entity Entity Entity Entity
$ $ $ $
Revenue 2 165,973 81,536 164,525 80,183
Expenses 2 (3,545,178) (1,133,308) (3,544,658) (1,129,821)
Profit/(loss) before income tax
benefit/(expense) (3,379,205) (1,051,772) (3,380,133) (1,049,638)
Income tax benefit/(expense) 3 - - - -
Profit/(loss) after income tax (3,379,205) (1,051,772) (3,380,133) (1,049,638)
Basic and diluted earnings/(loss)
per share (cents per share) 15 (.032) (867.51)

The Income Statement should be read in conjunction with the notes to the financial statements
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Current assets

Cash and cash equivalents
Trade and other receivables
Other assets

Total current assets

Non-current assets

Trade and other receivables
Investments

Exploration & evaluation expenditure
Plant and equipment

Other Assets

Total non-current assets

TOTAL ASSETS

Current liabilities
Trade and other payables
Total current liabilities

TOTAL LIABILITIES

NET ASSETS

Equity

Issued capital
Reserves
Accumulated losses

TOTAL EQUITY

CAPE ALUMINA LIMITED

ABN 88 107 817 694

BALANCE SHEET
AS AT 30 JUNE 2009
Notes 2009 2008 2009 2008
Economic = Economic Parent Parent
Entity Entity Entity Entity
$ $ $ $

4 11,534,203 1,050,566 11,487,246 1,004,487
5 136,131 158,496 136,131 158,496
- 663,100 - 663,100
11,670,334 1,872,162 11,623,377 1,826,083
5 - - 2,937 2,937
6 - - 50,000 50,000
7 6,656,089 3,466,800 6,606,089 3,416,800
8 31,554 13,311 31,554 13,311
7,560 5,147 7,560 5,147
6,785,203 3,485,258 6,698,140 3,488,195
18,365,537 5,357,420 18,321,517 5,314,278
9 727,344 994,074 727,344 994,074
727,344 994,074 727,344 994,074
727,344 994,074 727,344 994,074
17,638,193 4,363,346 17,594,123 4,320,204
10 23,586,419 6,950,000 23,586,419 6,950,000
11 21,471 3,838 21,471 3,838
(5,969,697) (2,590,492)  (6,013,767) (2,633,634)
17,638,193 4,363,346 17,594,123 4,320,204

The Balance Sheet should be read in conjunction with the notes to the financial statements

14



CAPE ALUMINA LIMITED
ABN 88 107 817 694

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2009

Issued Reserves Accumulated Total

Economic entity Capital losses
$ $ $ $

Balance at 01.07.2008 6,950,000 3,838 (2,590,492) 4,363,346
Shares issued during the year net of
transaction costs 16,636,419 - - 16,636,419
Net Loss for the year - (3,379,205) (3,379,205)
Options expense for the year - 17,633 - 17,633
Balance at 30.06.2009 23,586,419 21,471 (5,969,697) 17,638,193
Balance at 01.07.2007 1,950,000 - (1,538,720) 411,280
Shares issued during the year 5,000,000 - - 5,000,000
Net Loss for the year - - (1,051,772) (1,051,772)
Options issued during the year - 3,838 - 3,838
Balance at 30.06.2008 6,950,000 3,838 (2,590,492) 4,363,346

Issued Reserves Accumulated Total
Parent entity Capital losses

$ $ $ $

Balance at 01.07.2008 6,950,000 3,838 (2,633,634) 4,320,204
Shares issued during the year 16,636,419 - - 16,636,419
Net Loss for the year net of
transaction costs - (3,380,133) (3,380,133)
Options expense for the year - 17,633 - 17,633
Balance at 30.06.2009 23,586,419 21,471 (6,013,767) 17,594,123
Balance at 01.07.2007 1,950,000 - (1,583,996) 366,004
Shares issued during the year 5,000,000 - - 5,000,000
Net Loss for the year - - (1,049,638) (1,049,638)
Options issued during the year - 3,838 - 3,838
Balance at 30.06.2008 6,950,000 3,838 (2,633,634) 4,320,204

The Statement of Changes in Equity should be read in conjunction with the notes to the financial statements
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CAPE ALUMINA LIMITED

ABN 88 107 817 694

CASH FLOW STATEMENT
FOR THE YEAR ENDED 30 JUNE 2009

Cash flows from operating activities
Receipts from customers

Payments to suppliers and employees
Interest received

Cash provided by/(used in) operating
activities

Cash flows from investing activities
Payments for intangibles

Payments for exploration & evaluation
expenditure
Payments for plant and equipment

Cash provided by/(used in) investing
activities

Cash flows from financing activities
Transaction costs-share issues
Proceeds from share issue

Cash provided by/(used in) financing
activities

Net increase/(decrease) in cash and
cash equivalents

Cash and cash equivalents at the
beginning of the financial year

Notes

12

Cash and cash equivalents at the end of

the financial year

2009 2008 2009 2008
Economic Economic Parent Parent
Entity Entity Entity Entity
$ $ $ $
5,275 231,598 5,275 231,598
(2,558,474) (992,180) (2,559,352) (991,384)
159,250 54,686 159,250 53,333
(2,393,949) (705,896) (2,394,827) (706,453)
(2,413) (5,147) (2,413) (5,147)
(3,229,304) (2,498,607) (3,229,304) (2,498,607)
(27,116) (12,444) (27,116) (12,444)
(3,258,833) (2,516,198) (3,258,833) (2,516,198)
(379,100) (1,250,000) (379,100) (1,250,000)
16,515,519 5,000,000 16,515,519 5,000,000
16,136,419 3,750,000 16,136,419 3,750,000
10,483,637 527,906 10,482,759 527,349
1,050,566 522,660 1,004,487 477,138
11,534,203 1,050,566 11,487,246 1,004,487

The Cash Flow Statement should be read in conjunction with the notes to the financial statements
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CAPE ALUMINA LIMITED
ABN 88 107 817 694

NOTES TO THE FINANICAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

NOTE 1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

The financial report is a general purpose financial report prepared in accordance with Australian Accounting
Standards (including Australian Accounting Interpretations), authoritative pronouncements of the Australian
Accounting Standards Board and the Corporations Act 2001.

The financial report of Cape Alumina Limited and controlled entities, and Cape Alumina Limited as an
individual parent entity comply with all International Financial Reporting Standards (IFRS) in their entirety.
Cape Alumina is a listed public company, incorporated and domiciled in Australia.

The financial report was approved by the Board of Directors on 23 September 2009. The accounting policies
set out below have been consistently applied to all years presented.

Reporting Basis and Conventions

The financial report has been prepared on an accruals basis and is based on historical costs.
The financial statements are presented in AUD which is the Company’s functional currency.

The following is a summary of the material accounting policies adopted by the economic entity in the
preparation of the financial report. The accounting policies have been consistently applied, unless otherwise
stated.

a) Going Concern and carrying value of exploration expenditure

The financial statements have been prepared on a going concern basis which contemplates the
continuity of normal business activities and the realisation of assets and discharge of liabilities in the
ordinary course of business. This includes the realisation of capitalised exploration expenditure of
$6,656,089 (30 June 2008: $3,466,800) as summarised in Note 7.The ability of the company and
economic entity to maintain continuity of normal business activities, to pay its debts as and when
they fall due and to recover the carrying value of areas of interest, is dependent on the ability of the
company and the economic entity to the successfully raise additional capital and/or successful
exploration and subsequent exploitation of areas of interest through sale or development.

b) Principles of Consolidation

A controlled entity is any entity Cape Alumina Limited has the power to control the financial and
operating policies of so as to obtain benefits from its activities.

A list of controlled entities is contained in Note 6 to the financial statements. All controlled entities
have a June financial year-end.

All inter-company balances and transactions between entities in the economic entity, including any
unrealised profits or losses, have been eliminated on consolidation. Accounting policies of controlled
entities have been changed where necessary to ensure consistencies with those policies applied by
the parent entity.

Where controlled entities have entered or left the economic entity during the year, their operating
results have been included/excluded from the date control was obtained or until the date control
ceased.

Investments in subsidiaries are accounted for at cost in the individual financial statements of Cape
Alumina Limited.
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CAPE ALUMINA LIMITED
ABN 88 107 817 694

NOTES TO THE FINANICAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

NOTE 1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

c)

d)

e)

Income Tax

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

Deferred tax is accounted for using the balance sheet liability method in respect of temporary
differences arising between the tax bases of assets and liabilities and their carrying amounts in the
financial statements. No deferred income tax will be recognised from the initial recognition of an
asset or liability, excluding a business combination, where there is no effect on accounting or taxable
profit or loss.

Deferred tax is calculated at the tax rates that are expected to apply to the period when the asset is
realised or liability is settled. Deferred tax is credited in the income statement except where it relates
to items that may be credited directly to equity, in which case the deferred tax is adjusted directly
against equity.

Deferred income tax assets are recognised to the extent that it is probable that future tax profits will
be available against which deductible temporary differences can be utilised.

The amount of benefits brought to account or which may be realised in the future is based on the
assumption that no adverse change will occur in income taxation legislation and the anticipation that
the economic entity will derive sufficient future assessable income to enable the benefit to be
realised and comply with the conditions of deductibility imposed by the law.

Income Tax Consolidation

Cape Alumina Limited and its wholly-owned Australian subsidiaries have formed an income tax
consolidated group under the Tax Consolidation Regime. Cape Alumina Limited as the head entity
is responsible for recognising the current and deferred tax assets and liabilities for the tax
consolidated group. The tax consolidated group has entered a tax sharing and tax funding
agreement whereby each company in the group contributes to the income tax payable in proportion
to their contribution to the net profit before tax of the tax consolidated group. Each entity in the
group recognises its own current and deferred tax assets and liabilities. Such taxes are measured
using the group taxpayer approach to allocation.

Inventories

Inventories are measured at the lower of cost and net realisable value. The cost of mining stocks
includes direct materials, direct labour, transportation costs and variable and fixed overheads.

Plant and Equipment

Plant and equipment are measured on the cost basis less depreciation and impairment losses.

The carrying amount of plant and equipment is reviewed annually by directors to ensure it is not in
excess of the recoverable amount from these assets. The recoverable amount is assessed on the
basis of the expected net cash flow that will be received from the assets employment and

subsequent disposal. The expected net cash flows have been discounted to their present values in
determining recoverable amounts.
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CAPE ALUMINA LIMITED
ABN 88 107 817 694

NOTES TO THE FINANICAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

NOTE 1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

e)

f)

9)

Plant and Equipment (continued)

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

All assets are depreciated on a straight line basis over their useful lives to the economic entity
commencing from the time the asset is held ready for use. Leasehold improvements are depreciated
over the shorter of either the unexpired period of the lease or the estimated useful lives of the
improvements.

The depreciation rates used for each class of depreciable assets are:
Class of Fixed Asset Depreciation Rate
Plant and equipment 5-33% per annum

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each
balance sheet date. An asset’s carrying amount is written down immediately to its recoverable
amount if the asset’s carrying amount is greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing proceeds with the carrying amount.
These gains and losses are included in the income statement.

Exploration and Evaluation Expenditure

Exploration and evaluation expenditure incurred is accumulated in respect of each identifiable area
of interest. These costs are only carried forward to the extent that they are expected to be recouped
through the successful development of the area or where activities in the area have not yet reached
a stage which permits reasonable assessment of the existence of economically recoverable
reserves.

Accumulated costs in relation to an abandoned area are written off in full against profit in the year in
which the decision to abandon the area is made.

When production commences, the accumulated costs for the relevant area of interest are amortised
over the life of the area according to the rate of depletion of the economically recoverable reserves.

A regular review is undertaken of each area of interest to determine the appropriateness of
continuing to carry forward costs in relation to that area of interest.

Restoration, Rehabilitation and Environmental Expenditure

Costs of site restoration are provided over the life of the facility from when exploration commences
and are included in the costs of that stage. Site restoration costs include the dismantling and removal
of mining plant, equipment and building structure, waste removal, and rehabilitation of the site in
accordance with clauses of mining permits. Such costs have been determined using estimates of
future costs, current legal requirements and technology on an undiscounted basis.

Estimates of future costs are reassessed at least annually. Changes in estimates relating to areas of
interest in the exploration and evaluation phase are dealt with retrospectively, with any amounts that
would have been written off or provided against under the accounting policy for exploration and
evaluation immediately written off.
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CAPE ALUMINA LIMITED
ABN 88 107 817 694

NOTES TO THE FINANICAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

NOTE 1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

h)

Leases

Leases of property, plant and equipment, where substantially all the risks and benefits incidental to
the ownership of the asset, but not legal ownership, are transferred to the economic entity are
classified as finance leases.

Finance leases are capitalised recording an asset and a liability equal to the present value of the
minimum lease payments, including any guaranteed residual value. Leased assets are depreciated
over the shorter of the asset’s useful life and the lease term. Lease payments are allocated between
the reduction of the lease liability and the lease interest expense for the period.

Lease payments under operating leases, where substantially all the risks and benefits remain with
the lessor, are charged to the income statement on a straight line basis over the period of the lease.

Financial Instruments

Recognition

Financial instruments are initially measured at cost on trade date, which includes transaction costs,
when the related contractual rights or obligations exist. Subsequent to initial recognition these
instruments are measured as set out below.

Loans and receivables

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

Fair Value
Fair value is determined based on current bid prices for all quoted investments. Valuation
techniques are applied to determine the fair value of all other financial instruments.

Financial liabilities
Non-derivative financial liabilities are recognised at amortised cost using the effective interest
method, comprising original debt less principal payments and amortisation.

Impairment

At each reporting date, the group assesses whether there is objective evidence that a financial
instrument has been impaired. In the case of loans and receivables, the Group first assess
individually whether objective evidence of impairment exists individually for financial assets that are
individually significant, and individually or collectively for financial assets that are not individually
significant. If the Group determines that no objective evidence of impairment exists for an
individually assessed financial asset, whether significant or not, it includes the asset in a group of
financial assets with similar credit risk characteristics and collectively assesses them for impairment.
Assets that are individually assessed for impairment and for which an impairment loss is or
continues to be recognised are not included in a collective assessment of impairment.
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CAPE ALUMINA LIMITED
ABN 88 107 817 694

NOTES TO THE FINANICAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

NOTE 1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

)

k)

o)

Impairment of Non Financial Assets

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

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

Equity Settled Share Based Compensation

The Group issues equity-settled share-based payments to directors and employees. The fair value of
the equity to which employees become entitled is measured at grant date and recognised as an
expense over the vesting period, with a corresponding increase to an equity account. The fair value
of shares is ascertained as the market bid price. The fair value of options is ascertained using a
valuation which incorporates all market vesting conditions. The number of shares and options
expected to vest is reviewed and adjusted at each reporting date such that the amount recognised
for services received as consideration for the equity instruments granted shall be based on the
number of equity instrument that eventually vest.

Issued Capital

Issued Ordinary Shares are classified as equity. Costs directly attributable to the issue of new
shares or options are recognised as transaction costs under AASB 139 and shown as a deduction.
from equity. IPO costs related to existing shares were recognised as an expense.

Cash and Cash Equivalents

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

Revenue

Revenue is measured at the fair value of the consideration received or receivable. Interest revenue
is recognised using the effective interest method. Revenue from the sale of goods is recognised at
the point of delivery as this corresponds to the transfer of significant risks and rewards of ownership
of the goods and the cessation of all involvement in those goods.

All revenue is stated net of the amount of goods and services tax (GST).
Goods and Services Tax (GST)

Revenue, expenses, and assets are recognised net of the amount of GST, except where the amount
of GST incurred is not recoverable from the Australian Tax Office. In these circumstances the GST is
recognised as part of the cost of acquisition of the asset or as part of an item of expense.
Receivables and payables in the Balance Sheet are shown inclusive of GST. Cash flows are
presented in the cash flow statement on a gross basis, except for the GST component of investing
and financing activities, which are disclosed as operating cash flows.
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CAPE ALUMINA LIMITED
ABN 88 107 817 694

NOTES TO THE FINANICAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

NOTE 1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

P)

qa)

r

Critical accounting estimates and judgments

The directors evaluate estimates and judgments incorporated into the financial report based on
historical knowledge and best available current information. Estimates assume a reasonable
expectation of future events and are based on current trends and economic data, obtained both
externally and within the group.

Key estimates — impairment

The economic entity assesses impairment at each reporting date by evaluating conditions specific to
the group that may lead to impairment of assets. Where an impairment trigger exists, the recoverable
amount of the asset is determined. Value-in-use calculations performed in assessing recoverable
amounts incorporate a number of key estimates.

Key judgements — recoverability of exploration & evaluation expenditure

The economic entity performs regular reviews on each area of interest to determine the
appropriateness of continuing to carry forward costs in relation to that area of interest. These reviews
are based on detailed surveys and analysis of drilling results performed to balance date.

Comparative Figures

Where required by the Australian Accounting Standards comparative figures have been adjusted to
conform to changes in presentation for the current financial year.

New accounting standards and interpretations effective subsequent to 30 June 2009

Certain new accounting standards and interpretations have been published that are not mandatory
for 30 June 2009 reporting periods. These standards and interpretations have not been adopted in
the preparation of the financial report. The following standards, amendments to standards and
interpretations have been identified as those which may have a material disclosure impact, but not
measurement impact on the economic entity and the parent entity in the period of initial application.

(i) Revised AASB 101 Presentation of Financial Statements and AASB 2007-8 Amendments to
Australian Accounting Standards arising from AASB 101

A revised AASB 101 was issued in September 2007 and is applicable for annual reporting periods
beginning on or after 1 January 2009. It requires the presentation of a statement of comprehensive
income and makes changes to the statement of changes in equity, but will not affect any of the
amounts recognised in the financial statements. If an entity has made a prior period adjustment or
has reclassified items in the financial statements, it will need to disclose a third balance sheet
(statement of financial position), this one being as at the beginning of the comparative period. The
economic entity intends to apply the revised standard from 1 July 2009.

(i) AASB 8 Operating Segments and AASB 2007-3 Amendments to Australian Accounting
Standards arising from AASB 8

AASB 8 and AASB 2007-3 are effective for annual reporting periods commencing on or after 1
January 2009. AASB 8 will result in a significant change in the approach to segment reporting, as it
requires adoption of a 'management approach' to reporting on financial performance. The
information being reported will be based on what the key decision makers use internally for
evaluating segment performance and deciding how to allocate resources to operating segments. The
economic entity has not yet decided when to adopt AASB 8. Application of AASB 8 may result in
different segments, segment results and different types of information being reported in the segment
note of the financial report. However, at this stage, it is not expected to affect any of the amounts
disclosed in the financial statements.
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CAPE ALUMINA LIMITED
ABN 88 107 817 694

NOTES TO THE FINANICAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

NOTE 1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

r

New accounting standards and interpretations effective subsequent to 30 June 2009
(continued)

(i) AASB 2008-1 Amendments to Australian Accounting Standard — Share-based Payments:
Vesting Conditions and Cancellations [AASB 2]

AASB 2008-1 is effective for annual reporting periods commencing on or after 1 January 2009. The
amendment clarifies that vesting conditions are restricted to: service conditions and performance
conditions only. Other features of a share-based payment are not vesting conditions. This restriction
was not clearly stated in the pre-amended standards. This means that all other terms and conditions
are accounted for in the value of the share or option at grant date. It also specifies that all
cancellations, whether by the entity or by other parties, should receive the same accounting
treatment.

(iv) AASB 2008-5 Amendments to Australian Accounting Standards arising from the Annual
Improvements Project

AASB 2008-5 is effective for annual reporting periods commencing on or after 1 January 2009. The
amendment results from the International Accounting Standards Board's annual improvements
project. The annual improvements project provides a vehicle for making non-urgent but necessary
amendments to accounting standards. The amendments to some Standards result in accounting
changes for presentation, recognition or measurement purposes, while some amendments that
relate to terminology and editorial changes are expected to have no or minimal effect on accounting.
The subjects of the principle amendments to the standards are set out in the preface to the standard.

(v) AASB 2008-7 Amendments to Australian Accounting Standards — Cost of an Investment in a
Subsidiary, Jointly Controlled Entity or Associate

AASB 2008-5 is effective for annual reporting periods commencing on or after 1 January 2009. The
amendment amends AASBL1 to allow first-time adopters, in their separate financial statements, to
use a deemed cost option for determining the cost of an investment in a subsidiary, jointly controlled
entity or associate.
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CAPE ALUMINA LIMITED
ABN 88 107 817 694

NOTES TO THE FINANICAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

Economic Economic Parent Parent
Entity Entity Entity Entity
2009 2008 2009 2008

$ $ $ $
NOTE 2. REVENUE & EXPENSES
Revenue
Interest — third parties 160,698 54,686 159,250 53,333
Other income 5,275 26,850 5,275 26,850

165,973 81,536 164,525 80,183
Expenses
Depreciation 5,116 5,186 5,116 5,186
Exploration costs written off 100,273 35,607 100,273 35,607
Employee benefits 1,091,830 369,170 1,091,830 369,170
Mineral properties written off 90,015 11,364 90,015 11,364
Professional and legal fees 149,622 233,899 149,622 233,899
Rent 46,982 60,120 46,982 60,120
Marketing and public relations 419,516 223,790 419,516 223,790
Share issue expenses 1,249,989 - 1,249,989 -
Share based payments 17,633 3,838 17,633 3,838
Other expenses 374,202 190,334 373,682 186,847

3,545,178 1,133,308 3,544,658 1,129,821

NOTE 3. INCOME TAX EXPENSE

Reconciliation of the effective tax rate

(a) The prima facie tax on profit/(loss) before income tax is reconciled to income tax expense as
provided in the financial statements as follows:

The prima facie income tax benefit (30%)

on loss before income tax (1,013,762) (315,532) (1,014,039) (314,891)
Add Tax Effect of:
Non-deductible entertainment 772 1,289 772 1,289
Deferred tax not recognised on current
year loss 1,664,947 1,073,780 1,665,224 1,073,139
Share issue costs expensed 374,997 - 374,997 -
Deferred tax asset not recognised (74,668) 15,717 134,273 15,717

Less Tax Effect of:
Correction to overstated Deferred tax

asset in parent entity in prior year - - (248,727) -
Correction to overstated Deferred tax

liability in economic entity in prior year (39,786) - - -
Deferred tax liability not recognised (912,500) (775,254) (912,500) (775,254)

Income tax (expense)/benefit

(b) Unrecognised deferred tax assets and liabilities
Deferred tax assets:

Deductible temporary differences 391,790 17,517 391,790 257,517
Unused Tax losses 3,290,567 1,627,062 3,291,646 1,626,422
3,682,357 1,644,579 3,683,436 1,883,939
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CAPE ALUMINA LIMITED
ABN 88 107 817 694

NOTES TO THE FINANICAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2009

Economic Economic Parent Parent
Entity Entity Entity Entity
2009 2008 2009 2008
$ $ $ $
NOTE 3. INCOME TAX EXPENSE (continued)
(c) Unrecognised deferred tax liabilities
Deferred tax liabilities have not been
recognised in the Balance Sheet for the
following items:

Assessable temporary differences 1,985,894 1,073,394 1,970,894 1,058,394
Net unrecognised deferred tax asset 1,985,894 1,073,394 1,970,894 1,058,394
Tax losses
Unused tax losses for which no deferred
tax asset has been recognised 10,968,557 5,423,540 10,972,153 5,421,407
Potential tax benefit 3,290,567 1,627,062 3,291,646 1,626,422
There are no franking credits available to shareholders of the company.

NOTE 4. CASH & CASH EQUIVALENTS

Term deposits 5,060,259 44,571 5,014,290 -

Cash at bank 6,473,944 1,005,995 6,472,956 1,004,487
11,534,203 1,005,995 11,487,246 1,004,487

Term deposits are excluded from the definition of cash and cash equivalents for the purposes of the cash

flow statement.

NOTE 5. TRADE & OTHER RECEIVABLES

Current
GST refundable 117,606 148,083 117,606 148,083
Other 18,525 10,413 18,525 10,413
136,131 158,496 136,131 158,496
Non-current
Loan to subsidiary (see Note 19) - - 2,937 2,937
The receivables are current, not past due and are considered recoverable in full
NOTE 6. INVESTMENTS
Investment in controlled entities at cost - - 850,000 850,000
Impairment of controlled entities - - (800,000) (800,000)
- - 50,000 50,000
The impairment relates to the investment in Aldoga Minerals Pty. Ltd, and is the full amount of that
investment.
Investments in Country of Percentage Percentage Class of 2009 2008
controlled entities Incorporation Ownership Ownership  Shares $ $
2009 2008
Aldoga Minerals Pty. . o o
Ltd Australia 100% 100% Ord 800,000 800,000
Sigma Kaolin Pty. Ltd Australia 100% 100% Ord 50,000 50,000
850,000 850,000
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CAPE ALUMINA LIMITED
ABN 88 107 817 694

NOTES TO THE FINANICAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

Economic Economic Parent Parent
Entity Entity Entity Entity
2009 2008 2009 2008
$ $ $ $
NOTE 7. EXPLORATION & EVALUATION EXPENDITURE
Mineral properties 6,619,649 3,445,360 6,569,649 3,395,360
Security deposits 36,440 21,440 36,440 21,440
6,656,089 3,466,800 6,606,089 3,416,800
Carrying amount at beginning of the year 3,466,800 1,003,800 3,416,800 953,800
Additions 3,279,304 2,498,607 3,229,304 2,498,607
Expenditure written off (90,015) (35,607) (90,015) (35,607)
Carrying amount at end of the year 6,656,089 3,466,800 6,606.089 3,416,800
NOTE 8. PLANT AND EQUIPMENT
Plant and equipment, at cost 45,613 22,254 45,613 22,254
Accumulated depreciation (14,059) (8,943) (14,059) (8,943)
At written down value 31,554 13,311 31,554 13,311
Movement in plant and equipment
Carrying amount at beginning of the year 13,311 6,053 13,311 6,053
Additions 23,359 12,444 23,359 12,444
Disposals - - - -
Depreciation (5,116) (5,186) (5,116) (5,186)
Carrying amount at end of the year 31,554 13,311 31,554 13,311
NOTE 9. TRADE AND OTHER PAYABLES
Current
Trade payables 592,028 789,821 592,028 789,821
Accruals 34,000 10,000 34,000 10,000
Annual Leave 101,316 194,253 101,316 194,253
727,344 994,074 727,344 994,074
NOTE 10. ISSUED CAPITAL
(a) Issued and paid-up capital
129,050,803 (2008: 133,000) fully paid
ordinary shares 23,586,419 6,950,000 23,586,419 6,950,000

Ordinary shares have the right to receive dividends as declared and, in the event of winding up of the
company, to participate in the proceeds from sale of all surplus assets in proportion to the number of and
amounts paid up on shares held. Ordinary shares entitle their holder to one vote, either in person or by

proxy, at a meeting of the company.

(b) Reconciliation of issued and paid-up capital

Balance at beginning of the year
Issued during the year net of transaction
costs

Balance at end of the year

6,950,000 1,950,000 6,950,000 1,950,000
16,636,419 5,000,000 16,636,419 5,000,000
23,586,419 6,950,000 23,586,419 6,950,000

The Company has no authorised capital limit or par value in respect of its shares.

26



CAPE ALUMINA LIMITED
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NOTES TO THE FINANICAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2009

NOTE 10. ISSUED CAPITAL (continued)

Economic
Entity 2009 Price $
No.
Balance at beginning of the year 133,000
29 September 2008-shares issued for working capital 3,200 312.50
14 October 2008-shares issued for working capital 20,000 50.00
Share Split-627.527 shares for each pre split share-additional shares 97,863,603
29 January 2009-shares issued on Initial Public Offering 30,031,000 0.50
29 January 2009-performance shares issued 1,000,000
Balance at end of the year 129,050,803
Economic
Entity 2008 Price $
No.
Balance at beginning of the year 115,000
31 July 2007-shares issued for working capital 2,000 30
7 November 2007-shares issued for working capital 3,200 250
20 February 2008-shares issued for working capital 3,200 250
15 May 2008-shares issued for working capital 9,600 312.50
Balance at end of the year 133,000
Economic Economic Parent Parent
Entity 2009 Entity 2008  Entity 2009  Entity 2008
No. No. No. No.
(c) Options
Balance at beginning of the year 9,200,000 - 9,200,000 -
Granted during the year - 9,200,000 - 9,200,000
Balance at end of the year 9,200,000 9,200,000 9,200,000 9,200,000
During the prior year 9,200,000 options were issued to Directors and employees.
(d) Details of the options outstanding as at the end of the year
Exercise Qualifying Economic Economic Parent Parent
Grant Date Expiry Date Price Price Entity 2009 Entity 2008 Entity 2009 Entity 2008
$ $ No. No. No. No.
21/05/2008 29/01/2012 50 cents N/A 9,200,000 9,200,000 9,200,000 9,200,000
9,200,000 9,200,000 9,200,000 9,200,000
Economic Economic Parent Parent
Entity Entity Entity Entity
2009 2008 2009 2008
$ $ $ $
NOTE 11. RESERVES
Employee Options reserve
Balance at the beginning of the year 3,838 - 3,838 -
Option expense for the year 17,633 - 17,633 -
Options issued - 3,838 - 3,838
Balance at the end of the year 21,471 3,838 21,471 3,838

Purpose of reserve-director and employee options granted as remuneration
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NOTES TO THE FINANICAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

NOTE 12. CASH FLOW INFORMATION

Economic Economic Parent Parent
Entity Entity Entity Entity
2009 2008 2009 2008
$ $ $ $

(a) Reconciliation of net cash provided by/(used in) operating activities to profit/(loss) after income

tax
Profit/(loss) after income tax (3,379,205) (1,051,772) (3,389,133) (1,049,638)
Add/(less) non cash flows:
Impairment of exploration expenditure 90,015 35,607 90,015 35,607
Share based payments-options 17,633 3,838 17,633 3,838
Share based payments-shares 500,000 - 500,000 -
Depreciation 5,116 5,186 5,116 5,186
Changes in assets and liabilities:
(Increase)/decrease in trade and other
receivables 22,365 2,707 22,365 16
(Increase)/decrease in other assets 663,100 (663,100) 663,100 (663,100)
Increase/(decrease) in trade and other
payables (312,973) 961,638 (312,923) 961,638
Cash flow from operations (2,393,949) (705,896) (2,394,827) (706,453)
NOTE 13. AUDITOR’S REMUNERATION
Amounts received or due and receivable
by the auditors for:
Audit and review of financial reports 34,500 20,000 34,500 20,000
Other services (taxation advice and
Independent Accountants Report) 30,059 25,000 30.059 25,000
64,559 45,000 64,559 45,000

NOTE 14. SUBSEQUENT EVENTS

Resource Upgrade

Subsequent to year-end an updated independent calculation of the in situ Resource at Pisolite Hills was
completed. The Resource is now estimated to comprise a total of 130.2 million tonnes of Measured (27.5
Mt), Indicated (56.1 Mt) and Inferred (46.6 Mt) bauxite Resources which, after wet beneficiation, is
expected to yield 86.1 Mt of product bauxite on a dry basis including Measured (20.1Mt), Indicated
(37.9Mt) and Inferred (28 Mt) Resources at an average grade of 53.1% Al,O; (41.5% THA and 7.5% RSIO,

at 150<C).

NOTE 15. EARNINGS PER SHARE

2009 2008
(Cents) (Cents)
Basic and diluted earnings per share (0.032) (867.51)
2009 2008
(No.) (No.)
Weighted average number of shares used as the denominator in calculating
basic earnings per share 106,796,791 121,240
2009 2008
$ $
Net loss after tax used in calculating basic earnings per share (3,379,205) (1,051,772)

The 2008 earnings per share have been calculated before the share split of 627.527 shares for each

existing share occurred.
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ABN 88 107 817 694

NOTES TO THE FINANICAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

NOTE 16. SEGMENT REPORTING

The economic entity operates in the mining exploration sector in Australia.

NOTE 17. SHARE BASED PAYMENTS

During the prior year, 9,200,000 options were issued to Directors and employees with an exercise price of
50 cents. These options expire on the earlier of 3 months after the option holder ceases to be a Director or
employee of the company or 29 January 2012. 5,600,000 options vest on 29 July 2009 and 3,600,000
options vest on 29 July 2010.

Economic Entity Parent Entity
2009 2008 2009 2008
Weighted Weighted Weighted Weighted
No.of average No.of average No.of average No.of average
options exercise options exercise options exercise options exercise
price price price price

$ $ $ $
Outstanding at
beginning of year 9,200,000 0.50 - - 9,200,000 0.50 - -

Granted - 9,200,000 0.50 - - 9,200,000 0.50
Forfeited - - - - - - - -
Exercised - - - - - - - -
Expired - - - - - - - -

Outstanding at
year-end 9,200,000 0.50 9,200,000 0.50 9,200,000 0.50 9,200,000 0.50

Exercisable at
year-end - - - - - - - -

The price of all options were calculated by using a Black-Scholes options pricing model applying the
following inputs:

2008

Weighted average exercise price $0.50
Weighted average life of the option 3.34 years
Underlying share price $0.014
Expected share price volatility 116.318%
Risk free interest rate 6.37%
Number of options issued 9,200,000
Value (Black-Scholes) per option $0.002
Total value of options issued $23,958

Historical volatility of a comparable company operating in a similar industry and with a similar market
capitalisation has been the basis for determining expected share price volatility as it assumed that this is
indicative of future tender, which may not eventuate. Volatility rate used to value options have factored in
the possibility of early exercise.

The life of the options is based on the time to expiry.

Included under Employee Benefits Expense in the Income Statement is $17,633 (2008: $3,838) which
relates in full to equity-settled share-based payment transactions.

At 30 June 2009, all of the options on issue have two years and seven months to run to expiry.
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NOTES TO THE FINANICAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

NOTE 17. SHARE BASED PAYMENTS (continued)

On 29 January 2009, being the date on which the Company listed on the Australian Stock Exchange,
965,000 shares @ $0.50 (being the price at which shares were allotted under the Company’s Initial Public
Offering) were issued to the Chief Executive Officer of the Company and 35,000 shares @ 50 cents were
issued to other employees. The shares were issued as agreed remuneration under the Chief Executive
Officer’'s contract of employment for a total value of $500,000. These shares are escrowed for a period of
two years until 29 January 2011.

NOTE 18. RELATED PARTIES AND KEY MANAGEMENT PERSONNEL DISCLOSURES

Economic Economic Parent Parent
Entity Entity Entity Entity
2009 2008 2009 2008
$ $ $ $
a) Related parties and Key management personnel compensation
Short term employee benefits 688,750 465,840 688,750 465,840
Post-employment benefits 103,448 44,251 103,448 44,251
Termination benefits - - - -
Share-based payments 490,000 21,353 490,000 21,353
1,282,198 531,444 1,282,198 531,444

b) Option holdings of Directors and key management personnel

Total Total
Vested Exercisable
30.06.09 30.06.09

Balance Grantedas Options Net Change Balance
1.07.08 Remuneration Exercised Other 30.06.09

Directors

G A Lloyd 1,000,000 - - - 1,000,000 - -
AL Gillies 600,000 - - - 600,000 - -
P B Nicholson 600,000 - - - 600,000 - -
R Fritschy 500,000 - - - 500,000 - -
J Liu 400,000 - - - 400,000 - -
V Smirnyagin 600,000 - - - 600,000 - -
D K Barwick

(former Director) 700,000 - - - 700,000 - -
K Xiao

(Alternate Director) 400,000 - - - 400,000 - -
Other key management personnel

P R Messenger 2,000,000 - - - 2,000,000 - -
J K Haley 700,000 - - - 700,000 - -
J K Cameron 700,000 - - - 700,000 - -
Total 8,200,000 - - - 8,200,000 - -
Value of options

granted $21,353 - - - $21,353 - -
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NOTES TO THE FINANICAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

NOTE 18. RELATED PARTIES AND KEY MANAGEMENT PERSONNEL DISCLOSURES (continued)
c) Option holdings of Directors and key management personnel

Total Total
Vested Exercisable
30.06.08  30.06.08

Balance Grantedas Options Net Change Balance
1.07.07 Remuneration exercised Other 30.06.08

Directors

G A Lloyd - 1,000,000 - - 1,000,000 - -
A L Gillies - 600,000 - - 600,000 - -
P B Nicholson - 600,000 - - 600,000 - -
R Fritschy - 500,000 - - 500,000 - -
J Liu - 400,000 - - 400,000 - -
V Smirnyagin - 600,000 - - 600,000 - -
D K Barwick

(former Director) - 700,000 - - 700,000 - -
K Xiao

(Alternate Director) - 400,000 - - 400,000 - -
Other Key Management Personnel

P R Messenger - 2,000,000 - - 2,000,000 - -
J K Haley - 700,000 - - 700,000 - -
J K Cameron - 700,000 - - 700,000 - -
Total - 8,200,000 - - 8,200,000 - -
Value of options

granted - $21,353 - - $21,353 - -

d) Shareholdings of Directors and key management personnel
Number of shares held by Parent Entity Directors and other key management personnel
Balance Received as Options Net Change Balance

1.07.08 Remuneration Exercised Other 30.06.09

Directors - - -
G A Lloyd - - - 58,000 58,000
AL Gillies - - - 16,000 16,000
P B Nicholson** - - - - -
R Fritschy - - - 8,000 8,000
J Liu* - - - - -
V Smirnyagin*** - - - - -
D K Barwick (former Director) - - - - -
K Xiao (Alternate Director)* - - - 12,000 12,000

- - - 94,000 94,000
Other key management personnel
P R Messenger 965,000 - 965,000
J K Haley - 5,000 - 12,300 17,300
J K Cameron - 10,000 - 4,000 14,000
Total - 980,000 - 16,300 996,300

Non key management personnel hold an additional 20,000 shares granted as remuneration.

* Jijun Liu is a Director of, and Mr Xiao is a consultant to, China Xinfa Group Corporation Limited, which
holds 24,001,883 shares in Cape Alumina Limited.

**  Peter Bruce Nicholson is an employee of Resource Capital Funds Management Pty. Ltd, an entity related
to Resource Capital Fund Il and IV L.P. which together hold 28,503,138 shares in Cape Alumina Limited.
Resource Capital Funds Management Pty. Ltd holds 600,000 options to acquire shares in Cape Alumina
Limited at 50 cents.

*** VValentine Smirnyagin is an employee of Bondline Limited which holds 20,865,291 shares in Cape
Alumina Limited

31



CAPE ALUMINA LIMITED
ABN 88 107 817 694

NOTES TO THE FINANICAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

NOTE 18. RELATED PARTY AND KEY MANAGEMENT PERSONNEL DISCLOSURES (continued)

d) Shareholdings of Directors & key management personnel (continued)
Number of shares held by Parent Entity Directors and other key management personnel
Balance Received as Options Net Change Balance
1.07.07 Remuneration Exercised Other 30.06.08
Directors
G A Lloyd - - - - -
A L Gillies - - - - -
P B Nicholson - - - - -
R Fritschy - - - - -
J Liu - - - - -
V Smirnyagin - - - - -
D K Barwick (former Director) - - - - -
K Xiao - - - - -
Other key management personnel
P R Messenger - - - - -
J K Haley - - - - -
J K Cameron - - - - -
Total - - - - -

e) Loans and/or transactions with key management personnel
There were no transactions with or loans outstanding to key management personnel for the year ended 30
June 2009 (2008: nil).

f) Loans and/or transactions with related parties

During the year ended 30 June 2009, Metallica Minerals Limited lent interest free and was repaid an
amount of $500,000 by Cape Alumina Limited. At 30 June 2009, Metallica Minerals Limited also held
42,430,891 shares in Cape Alumina Limited which represented 32.88% of the Company’s Share Capital.
At 30 June 2008 Metallica Minerals Limited held 40% of Cape Alumina Limited.

Economic Economic Parent Parent
Entity Entity Entity Entity
2009 2008 2009 2008
$ $ $ $
NOTE 19. COMMITMENTS
a) Tenements
The Economic Entity is expected to have
certain obligations to expend minimum
amounts on exploration in tenement areas.
These obligations may be varied from time
to time and are expected to be fulfilled in
the normal course of operations of the
Economic Entity. The expected
commitments to be undertaken are as
follows:
Not longer than 1 year 243,000 400,000 243,000 400,000
Longer than 1 year, less than 5 years 1,227,000 1,470,000 1,227,000 1,470,000

1,470,000 1,870,000 1,470,000 1,870,000
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Economic Economic Parent Parent
Entity Entity Entity Entity
2009 2008 2009 2008
$ $ $ $
NOTE 19. COMMITMENTS (continued)
Tenement rental per year 79,032 23,674 79,032 23,674
b) Operating lease commitments
payable:
Not longer than 1 year 54,545 21,560 54,545 21,560
Longer than 1 year but not longer than 5
years 40,909 - 40,909 -
95,454 21,560 95,454 21,560

Operating lease commitment relates to rental of office premises with an 24 month term with an option to
renew for 1 month.

NOTE 20. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

a) Capital risk management
The economic entity manages its capital to ensure that it will be able to continue as a going concern.

The capital structure of the economic entity consists of cash and cash equivalents and equity attributable
to equity holders of the parent entity, as disclosed in Notes 4 and 11 comprising issued capital, reserves
and retained earnings as disclosed in the Statement of Changes in Equity. In common with many other
exploration companies, the parent raises finance for the economic entity’'s exploration and appraisal
activities in discrete tranches. The economic entity’s overall strategy remains unchanged from 2008

The working capital position (i.e. liquidity risk) of the group is as follows:

Current assets 11,670,334 1,872,162 11,623,377 1,826,083
Current liabilities (727,344) (994,074) (727,344) (994,074)
Working capital surplus/ (deficit) 10,952,990 878,088 10,896,033 832,009

The objective of market risk management is to manage and control market risk exposures within
acceptable parameters while optimising the return.

The entity does not have any material exposure to market risk other than interest rate risk. Interest rate
risk is measured as the value of assets and liabilities at fixed rate compared to those at variable rate.

b) Significant accounting policies

Details of the significant accounting policies and methods adopted, including the criteria for recognition,
the basis of measurement and the basis on which income and expense are recognised, in respect of each
class of financial asset, financial liability, and equity instrument are disclosed in Note 1 to the financial
statements.

c) Financial risk management objectives

The financial risks of the economic entity include market risk (including cash flow interest rate risk and
foreign currency risk), credit risk and liquidity risk. The economic entity does not hedge these risk
exposures. The economic entity does not enter into or trade financial instruments, including derivative
financial instruments, for speculative purposes.
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NOTE 20. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

d) Market risk
Market risk is the risk that changes in market prices such as interest rates and foreign currency will affect
the groups income and value of its holdings.

The economic entity’'s and parent entity’s activities expose it primarily to the financial risks of changes in
interest rates on its cash and cash equivalents. It is the policy of the group to manage their risks by
continuously monitoring interest rates. There has been no change to the economic entity’'s exposure to
market risks or the manner in which it manages and measures the risk from the previous period.

(i) Foreign currency risk management
The economic entity and the parent entity do not yet undertake any transactions denominated in foreign
currencies

(ii) Interest risk management
Interest rate risks are caused by fluctuations in interest rates which, in turn, are due to market factors.

Interest rate sensitivity

The economic entity and the parent entity’s main interest rate risk arises from cash and cash equivalents.
The following table demonstrates the sensitivity to a reasonably possible change in interest rates, with all
other variables held constant, of the economic entity and the parent entity’s profit/loss before taxes
through the impact on cash and cash equivalents with a decrease or an increase of 1% in interest rates.

Economic Economic Parent Parent
Entity Entity Entity Entity
2009 2008 2009 2008
$ $ $ $

Sensitivity
Cash and cash equivalents 11,534,203 1,050,566 11,487,246 1,004,487
Effect on income before taxes and equity
increase 1.00% 115,342 10,506 114,872 10,044
decrease 1.00% (115,342) (10,506) (114,872) (10,044)

The objective of market risk management is to manage and control market risk exposures within
acceptable parameters while optimising the return.

The entity does not have any material exposure to market risk other than interest rate risk. Interest rate
risk is measured as the value of assets and liabilities at fixed rate compared to those at variable rate.

e) Liquidity risk management

Liquidity risks are caused by the inability to raise the money needed to meet payment liabilities as and
when they fall due. The economic entity manages liquidity risk by maintaining adequate reserves and by
continually monitoring forecast and actual cash flows and cash balances. The parent entity raises finance
for the economic entity’s exploration and appraisal activities in discrete tranches.

At 30 June 2009 and 30 June 2008 the only financial liabilities of the economic entity and the parent entity
were trade payables and accruals. All trade payables and accruals have a contractual maturity of 6
months or less. The working capital position is disclosed in Note 20 (a).

The objective of managing liquidity risk is to ensure, as far as possible, that it will always have sufficient
liquidity to meet its liabilities when they fall due, under both normal and stressed conditions. Liquidity risk
is measured using liquidity ratios such as working capital. Contractual cashflows from trade and other
payables approximate their carrying amount.
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NOTE 20. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

f) Credit risk management

In relation to financial assets, credit risk arises from the potential failure of counterparties to meet their
obligations under a contract or arrangement. Credit risk for the economic entity and the parent entity arises
from cash and cash equivalents and outstanding receivables. The economic entity and the parent entity
are not exposed to any material credit risks and only trade with credit worthy third parties.

The entity’'s maximum exposure to credit risk, without taking into account the value of any collateral or
other security, in the event other parties fail to perform their obligations under financial instruments in
relation to each class of recognised financial asset at reporting date is the carrying amount of those assets
as indicated in the Balance Sheet. The entity has no concentration of credit risk from receivables.

g) Fair values

All financial assets and liabilities comprising cash and cash equivalents, trade and other receivables,
available for sale financial assets, and trade and other payables approximate their fair value (due to their
short term nature).

NOTE 21. CONTINGENT ASSETS AND CONTINGENT LIABILITIES

Certain tenements to which Cape Alumina Limited has an interest may be subject to native title or similar

claims. The position regarding likely success and impact on Cape Alumina Limited’s operations are unknown
at balance date. It is management’s intention to continue to work through these matters, including the
execution of an Indigenous Land Use Agreement (“ILUA”) if such an Agreement can be negotiated
successfully.

Otherwise the economic entity has no known contingent assets or contingent liabilities.
NOTE 22. COMPANY DETAILS

The company'’s registered office and principal place of business is located at:

Suite 6/9 Cordelia Street
South Brisbane QIld 4101

Company Secretary: John Kevin Haley
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DIRECTORS’ DECLARATION

The directors of the company declare that:

1.

The financial statements and notes:

(a) comply with Australian Accounting Standards (including Australian Accounting
Interpretations) and the Corporations Regulations 2001; and

(b) give a true and fair view of the financial position as at 30 June 2009 and performance for the
year ended on that date of the company and economic entity,

The financial statements also comply with International Financial Reporting Standards as disclosed
in note 1.

The Remuneration Report as set out in the Directors’ Report complies with Section 300A of The
Corporations Act 2001.

The Managing Director and Chief Financial Officer have declared that:

(@ the financial records of the Company for the financial year have been properly maintained in
accordance with Section 286 of the Corporations Act 2001;

(b) the financial statements and notes for the financial year comply with the Australian Accounting
Standards (including Australian Accounting Interpretations); and

(©) the financial statements and notes for the financial year give a true and fair view.

In the directors’ opinion there are reasonable grounds to believe that the company will be able to pay
its debts as and when they become due and payable.

This declaration is made in accordance with a resolution of the Board of Directors.

G ALLOYD
Director

A,

A L GILLIES

Director

Dated at Brisbane this 25th day of September 2009
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INDEPENDENT AUDIT REPORT TO THE MEMBERS OF
CAPE ALUMINA LIMITED

Report on the Financial Report

We have audited the financial report of Cape Alumina Limited, which comprises the balance
sheet as at 30 June 2009, the income statement, statement of changes in equity and cash
flow statement for the year ended on that date, a summary of significant accounting policies,
other explanatory notes and the directors’ declaration of the economic entity comprising the
company and the entities it controlled at year’s end or from time to time during the year.

Directors’ Responsibility for the Financial Report

The directors of the company are responsible for the preparation and fair presentation of the
financial report in accordance with Australian Accounting Standards (including the Australian
Accounting Interpretations) and the Corporations Act 2001. This responsibility includes
establishing and maintaining internal controls relevant to the preparation and fair
presentation of the financial report that is free from material misstatement, whether due to
fraud or error, selecting and applying appropriate accounting policies and making accounting
estimates that are reasonable in the circumstances. In Note 1, the directors also state, in
accordance with Accounting Standard AASB 101 Presentation of Financial Statements, that
compliance with the Australian equivalents to International Financial Reporting Standards
ensures that the financial report, comprising the financial statements and notes, complies
with International Financial Reporting Standards.

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial report. The procedures selected depend on the auditor's
judgement, including the assessment of the risks of material misstatement of the financial
report, whether due to fraud or error. In making those risk assessments, the auditor
considers internal controls relevant to the entity’s preparation and fair presentation of the
financial report in order to design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
controls. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by the directors, as well as evaluating
the overall presentation of the financial report.

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

BDO Kendalls is a national association of
separate partnerships and entities.
Liability limited by a scheme approved

37 under Professional Standards Legislation
other than for the acts or omissions of
financial services licensees.



I B D O BDO Kendalls

INDEPENDENT AUDIT REPORT TO THE MEMBERS OF CAPE ALUMINA LIMITED
(CONTINUED)

Independence

In conducting our audit, we have complied with the independence requirements of the
Corporations Act 2001. We confirm that the independence declaration required by the
Corporations Act 2001 would be in the same terms if it had been given to the directors at the
time that this auditor’s report was made.

Auditor’s Opinion
In our opinion:

(a) the financial report of Cape Alumina Limited is in accordance with the Corporations
Act 2001, including:

0] giving a true and fair view of the company’s and economic entity’s financial
position as at 30 June 2009 and of their performance for the year ended on
that date; and

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

(b) the financial report also complies with International Financial Reporting Standards as
disclosed in Note 1.

Emphasis of Matters on Going Concern and Carrying Value of Exploration Expenditure

Without qualification to the opinion expressed above, we draw attention to the matters set out
in Note 1(a). The financial statements have been prepared on a going concern basis which
contemplates the continuity of normal business activities and the realisation of assets and
discharge of liabilities in the ordinary course of business. This includes the realisation of
capitalised exploration expenditure of $6,656,089 (30 June 2008: $3,466,800) as
summarised in Note 7. The ability of the company and economic entity to maintain continuity
of normal business activities, to pay their debts as and when they fall due and to recover the
carrying value of their areas of interest, is dependent upon the ability of the company and
economic entity to successfully raise additional capital and/or the successful exploration and
subsequent exploitation of their areas of interest through sale or development.

No adjustments have been made to the carrying value of assets or recorded amount of
liabilities should the company and economic entity’s plans not eventuate.

Report on the Remuneration Report

We have audited the Remuneration Report included in the directors’ report for the year
ended 30 June 2009. The directors of the company are responsible for the preparation and
presentation of the Remuneration Report in accordance with section 300A of the
Corporations Act 2001. Our responsibility is to express an opinion on the Remuneration
Report, based on our audit conducted in accordance with Australian Auditing Standards.
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INDEPENDENT AUDIT REPORT TO THE MEMBERS OF CAPE ALUMINA LIMITED
(CONTINUED)

Auditor’s Opinion

In our opinion, the Remuneration Report of Cape Alumina Limited for the year ended 30
June 2009, complies with section 300A of the Corporations Act 2001.

BDO Kendalls (QLD)

S Kendalia
=

C R Jenkins
Partner

Brisbane
25 September 2009
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SHAREHOLDER INFORMATION

Additional information required by the Australian Stock Exchange Ltd and not shown elsewhere in
this report is as follows. The information is current as at 25 September 2009.

Distribution of equity securities and the number of holders by size of holding in each class of security are:

Ordinary shares

Number of Number

holders of shares
1-1,000 2 1,100
1,001-5,000 364 1,450,856
5,001-10,000 43 370,290
10,001-100,000 22 462,354
100,001 and over 9 126,766,203
Total 440 129,050,803

Unlisted $0.50 options
exercisable on or before 29

January 2012
Number of Number of
holders options
100,001 and over 14 9,200,000
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SHAREHOLDER INFORMATION

Twenty largest Shareholders

The names of the twenty largest shareholders, in each class of security are:

Current % Issued
Rank Investor Balance Capital
1. Metallica Minerals Limited 42,432,891 32.88%
2. China Xinfa Group Corporation Limited 21,281,609 16.49%
3. Bondline Limited 20,865,291 16.17%
4, Resource Capital Fund IIl LP 14,251,883 11.04%
5. Resource Capital Fund IV LP 14,251,255 11.04%
6. J P Morgan Nominees Australia Limited 10,000,000 7.75%
7. Chiping Xinfa Huayu Alumina CO Ltd 2,720,274 2.11%
8. Mr Paul Messenger 965,000 0.75%
9. Jojeto Pty Ltd (Lloyd Super Fund A/C) 58,000 0.04%
10. HSBC Custody Nominees (Australia) Limited 35,000 0.03%
11. Mrs Diane Schumann + Mr Michael Schumann 30,000 0.02%
12. ANZ Nominees Limited (Cash Income A/C) 27,500 0.02%
13. Mr Leslie Elwyn Holden 22,000 0.02%
14, Mr Robert Andrew Adam+Ms Margaret Patricia 20,000 0.02%
Brophy (The Adam Super Fund A/C)
15. Mr Wayne John Brown 20,000 0.02%
16. Mr Ivo Vice Grabner 20,000 0.02%
17. Mr Brian Denis Handy 20,000 0.02%
18. Mr Victor Walter Keller + Mrs Yupin Keller 20,000 0.02%
19. Mr Yu Fong Qi 20,000 0.02%
20. Mr Maxwell Franz Rangott 20,000 0.02%
TOTAL 127,078,703 98.48%

Substantial shareholders

The names of substantial shareholders who have notified the Company in accordance with section 671B of
the Corporations Act 2001 are:

Number of
shares
Substantial shareholder 1-Metallica Minerals Limited 42,432,891
Substantial shareholder 2-Resource Capital Funds 111 and IV 28,503,138
Substantial shareholder 3-China Xinfa Group Corporation Limited 24,001,883
Voting rights
Each ordinary share has one vote at any meeting of members.
Restricted securities
The restricted securities (held in escrow) that are on issue are as follows:
Number of
shares
Until 28 January 2011 52,871,485

Until 29 September 2009 1,884
Until 23 November 2009 3,462,498
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