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FORTE ENERGY NL
(ABN 59 009 087 852)

DIRECTORS’ REPORT
FOR THE YEAR ENDED 30 JUNE 2014

Your Directors submit their report for the year edd0 June 2014. The financial report of Forte &per
NL for the year ended 30 June 2014 has been as#ubfor issue in accordance with a resolution ef th
directors on 30 September 2014.

DIRECTORS

The names and details of the Company’s Directorsfine during the financial year and until the elaf
this report are as follows. Directors were in dffor this entire period unless otherwise stated.

Names, gualifications, experience and special respsibilities

Glenn Robert Featherby, B.Com., A.C.A. (Non-Executie Chairman)

Mr. Featherby joined the Board on 2 August 2004. Ratherby has over 26 years' experience in
corporate advisory work and has worked extensiirelthe resources sector. He worked with KPMG in
Perth, Western Australia and London before estaiblishis own accounting practice in Perth in 1947.
Featherby was also a non-executive director of @iana& AIM listed European Goldfields Limited from
November 2003 until December 2005, and servechasde director of Regal Petroleum PIc prior to.that

During the past three years he has held the faigwsted company directorships:
Hawkley Oil & Gas Limited * — appointed 24 Febru2g12.
Patagonia Gold plc * — appointed 8 April 2013.
Ochre Group Holdings Limited * — appointed 24 Magfii4

* Denotes current directorship

Mark David Reilly, B.Bus, A.C.A. (Managing Director)

Mr. Reilly joined the Board on 2 August 2004. MrilRehas over 20 years’ experience in advisory work
with extensive experience in the mining, bankind &nance industries. He worked with Pricewaterlgous
Coopers in Perth before establishing a practice @lenn Featherby.

During the past three years he has held the faligwsted company directorship:

Ochre Group Holdings Limited * — appointed 28 Jayzd14.
Triumph Tin Limited * - appointed 4 July 2014.
Black Star Petroleum Limited * - appointed 2 JuBi2.

* Denotes current directorship
Christopher David Grannell, (Non-Executive Director)

Mr Grannell joined the Board on 4 April 2005. Mr @nell has significant London capital markets
experience focused in the natural resources seétom August 2003 until March 2006 Mr Grannell
served as an Executive Director and Chief Finar@féiter of European Goldfields Limited, a company
listed on the Toronto Stock Exchange and the AlMkagof the London Stock Exchange. Since 2006 Mr
Grannell has been involved in the set up, capigagimg and public listing of numerous resource
companies.

Mr. Grannell has not been a Director of any otistedl companies in the past three years to 30 20h.



FORTE ENERGY NL
(ABN 59 009 087 852)

DIRECTORS’ REPORT (Continued)
FOR THE YEAR ENDED 30 JUNE 2014

James Gerald Leahy, (Non-Executive Director)

Mr Leahy joined the Board on 26 April 2012. Mr Lgdias more than 29 years’ experience in the mining
sector as a senior mining analyst and specialigptocate broker with expertise in internationaliitgional

and hedge funds, foreign capital and private equitirkets. He held positions at Rudolf Wolff, James
Capel, Laing & Cruickshank and Canaccord beforeipg Mirabaud Securities, as a founding partner of
the natural resources team, offering specialisedkbtoking to corporate and institutional clientér.
Leahy has advised a number of natural resourceséotcfunds in the UK, raised more than US$2 biliron
equity for resource companies and participatedanyrPO’s over his career.

During the past three years he has held the faigwsted company directorships:
Continental Coal Ltd — appointed 27 May 2011, nesty31 July 2013.
Bacanora Minerals Limited * — appointed 29 Junel201
African Power Corp — appointed June 2011, residréeilay 2014.

OPI International — appointed 9 September 201igmed 31 July 2012.
Mineral Commodities Limited * — appointed Januafi 2.
Geiger Counter Ltd * — appointed 28 July 2014

* Denotes current directorship

COMPANY SECRETARY

Murray R Wylie, B Com (Hon), GradDipAppCorpGov, ACI S (Company Secretary)

Mr Wylie was appointed Company Secretary on 5 Ndw@n2008. He has more than 30 years experience

in administrative and accounting roles in both ghblic and private sectors. He also holds Company
Secretary positions with two other listed companies

Interests in the shares and options of the Company
As at the date of this report, the interests ofdirectors in the shares and options of the Compeang:

Number of Ordinary Number of Options

Shares over Ordinary Shares
G.R. Featherby 16,380,286 -
M.D. Reilly 29,916,333 -
C.D. Grannell 7,700,000 -
J.G. Leahy 1,600,000 -



FORTE ENERGY NL
(ABN 59 009 087 852)

DIRECTORS’ REPORT (Continued)
FOR THE YEAR ENDED 30 JUNE 2014

DIVIDENDS

No dividend has been paid since the end of theiguefinancial year. The Directors recommend thaat n
dividend be paid in respect of the current finaihypgar.

PRINCIPAL ACTIVITIES

The principal activity of the Company during theucge of the financial year was the exploration for
minerals.

OPERATING AND FINANCIAL REVIEW
Company Overview

During the year and up to the date of this repgbg,Consolidated Entity continues to investigasouece
opportunities. In addition to the Consolidated Brgiexploration licences in West Africa in the Ribpic

of Guinea and the Islamic Republic of Mauritanidyds also actively pursued acquisition opportagitd
capitalise on the strong long term fundamentalshef uranium market whilst maintaining a focus on
reducing costs to conserve capital.

On 15 August 2013, Forte Energy announced the geipacquisition of Leo Mining and Exploration
(“Leominex”) which held interests in uranium anderaarth projects in Africa. However the deal dod n
proceed because the parties could not agree airceroposed material amendments to the agreed term
including the withdrawal by Leominex of some of ithassets. Further acquisition opportunities were
investigated, culminating in the announcement onJge 2014 of the execution of a binding Letter of
Intent to enter into a Participation Interest Pasgh Agreement (“the Joint Venture agreement”) and a
Partnership Agreement with European Uranium Ressukdd (“European Uranium”), in relation to its
Slovakian uranium projects.

Joint Venture agreement with European Uranium — Siak Republic

On 4 April 2014, the Consolidated Entity annountieat it had entered into a binding term sheet lher t
acquisition of the Slovakian uranium assets of peam Uranium, a company listed on the Ventures
Exchange of the Toronto Stock Exchange (as wetlnathe OTCQX and Frankfurt exchanges). A Share
Purchase Agreement was subsequently executed,cstibjshareholder and regulatory approvals. The
Share Purchase Agreement was terminated on 1420irk for failure to satisfy one of the conditions
when the special resolution of European Uraniumest@ders was not approved by the required majority

On 16 June 2014 Forte Energy and European Uraniurmoumced the execution of a binding Letter of
Intent (“LOI”), whereby Forte Energy may earn a 50Pterest in the Slovak uranium projects of

European Uranium for a total expenditure of CAD$8,000 over 10 years. The interest will be held
through ownership of 50% of European Uranium'’s entlly wholly-owned Slovak subsidiaries, Ludovika

Energy and Ludovika Mining, which hold the mineliaénses comprising the Kuriskova and Novoveska
Huta uranium projects.

The principal terms of the earn-in agreement are:

» European Uranium will transfer 50% of the sharesaixth of the two Slovak companies to Forte
Energy, the ownership of which will be governedaghareholder's agreement and subject to
forfeiture whereby if Forte Energy does not meet rquired expenditures on the Kuriskova and
Novoveska Huta uranium projects, it must trandher shares of the Slovak companies back to
European Uranium.



FORTE ENERGY NL
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DIRECTORS’ REPORT (Continued)
FOR THE YEAR ENDED 30 JUNE 2014

OPERATING AND FINANCIAL REVIEW (Continued)

* To acquire its 50% interest in the projects, F@tergy must expend a total of CAD$4 million
over ten years. This consists of:

o payment of CAD$500,000 to European Uranium to a&eqts 50% interest in the Slovak
companies;

o CAD$350,000 minimum expenditure in Year 1 (firmightion); and

o CAD#$3,150,000 for Years 2 — 10 to meet minimum ahexpenditure requirements.

* The expenditures can be accelerated by Forte &'E@lection. If the parties each agree to sell
their 50% interest to a third party then Forte wily European Uranium the difference between
CAD$3,500,000 and expenditures made to date.

» Definitive Joint Venture Agreement and Partnerghipeement were executed by both parties on
31 July 2014.

* Forte can forfeit its 50% interest to European lilnanwith no further obligation any time after it
has paid European Uranium CAD$500,000 and fundedittst year minimum work commitment
of CAD$350,000.

* Prior to Forte completing the earn-in of its 50%erest, exploration and development activities on
the projects will be governed by a Management Cdtamin which European Uranium will have
the casting vote until Forte has funded the fullD&4,000,000. Forte will be the operator during
this period.

In addition, on 23 April 2014, Forte Energy annaeshdhe completion of a private subscription for

CAD$100,000 in the capital of European Uranium cosipg 1,111,111 shares (based on a price of
CAD$0.09 each) and 555,555 attaching warrants avitlio year term and exercise price of CAD$0.15.

About European Uranium’s assets

European Uranium has two project areas in Slovaldaely Kuriskova and Novoveska Huta, of which
Kuriskova is the most advanced. The projects ate imetwo wholly owned subsidiaries of European
Uranium that are registered in the Slovak Republic.

The Kuriskova project consists of 32 square kiloeebf mineral licenses situated approximately @0 k
northwest of the city of Kosice, a regional indigtcentre in East-Central Slovakia.

The summary results of a preliminary feasibilitudst prepared for Kuriskova released in January 2012
are as follows:

- IRR 30.8%

- 1.9 year payback on CAPEX of $US 225m
- NPV $US 276m at 8% discount

- Base case price $US 68/IhM4

- First 4 year operating costs $US 16.68/§0b)
- Life of Mine operating costs $US 22.98/I1hQ4

The Novoveska Huta uranium deposit is located attbstern end of the Carpathian uranium belt, about
50 kilometres northwest of Kuriskova and near thent of Spisska Nova Ves. The deposit consists of a
mining license over one square kilometre and aosading fifteen square kilometre exploration lioens
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DIRECTORS’ REPORT (Continued)
FOR THE YEAR ENDED 30 JUNE 2014

OPERATING AND FINANCIAL REVIEW (Continued)

European Uranium Slovakian UOg NI 43-101 mineral resource estimates (100%) ***

Project g:fg;é?; M tonnes ppm Us;Og Contained U;Og MlIbs
Kuriskova ** Indicated 2.3 5,550 28.5
Inferred 3.1 1,850 12.7

Novoveska Measured 0.8 1,080 2.0
Huta ** Indicated 0.8 970 1.7
Inferred 4.7 1,230 12.7

Total Measureq 0.8 1,080 2.0
Indicated 3.1 4,352 30.2

Inferred 7.8 1,477 254

Total 11.7 2,141 57.6

**  Kuriskova calculated at 500ppmU cut-off, Novsk& Huta at 600ppmU cut-off
*** These mineral resource estimates are reported is dhnouncement as “foreign estimates” under AS3tihg
Rule 5.10
* The foreign estimates are not reported in accor@éanith the JORC Code.
< A competent person has not yet undertaken sufficiemk to classify the foreign estimates as mineral
resources or ore reserves in accordance with theQ@Rde.
e Itis uncertain that, following evaluation and/ontiner exploration work, it will be possible to repdhese
estimates as mineral resources or ore reservesdorance with the JORC Code.
ASX Listing Rule 5.12 specifies that additionabinfation must be provided to the market in any ameement
containing foreign estimates. Forte has previoyslgvided that information in the Accompanying Natests
announcement of 4 April 2014.

Forte Energy looks forward to working closely wiuropean Uranium in a long term relationship to
advance these exciting Slovakian uranium assetse Emergy’s expanded portfolio of uranium intesest
upon the completion of the European Uranium Joiahtdre Agreement, will enhance the Company’s
prospects to capitalise on the strong long ternddinmentals of the uranium market.

Uranium Exploration - West Africa

Forte is one of the largest uranium exploratiorrime holders in Mauritania, with ten 100%-owned
licences, covering over 7,000 kmz2 in the vicinifyBir Moghrein in the North West, close to the bard
with Western Sahara. A number of uranium prospeat® been identified within its licencéscluding
the A238 prospect (23.4Mlbs;Dg) and the Bir En Nar prospect (2.06MIbs@4).

Forte also holds two 100%-owned uranium exploralioences in Guinea, West Africa, comprising the
Firawa project. This project consists of two licesctotalling 286k which are located approximately
25km to the east of Kissidougou. The Firawa profext an inferred resource of 19.5MIbsOg) (30.3M
tonnes @ 295ppm4ds, 100ppm cut-off).

Limited exploration expenditure was incurred durithge financial year, with the focus on low cost
exploration and scoping related activities in felatto its Mauritanian and Guinean projects, inahgd
consolidation of the exploration results to datd aigh level consideration of priority areas tagttrfor
increasing its resource bases.

Following a review of its exploration priorities@objectives, Forte Energy elected to relinquigh th
Bohoduo project in Guinea, which comprised tworlimes, covering an area of 294kmsituated
approximated 120km north east of Firawa. As a tesulmpairment expense of $1,239,572 was
recognised during the financial year. Explorationducted at Bohoduo had not been sufficient for a
resource estimate to be defined.
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DIRECTORS’ REPORT (Continued)
FOR THE YEAR ENDED 30 JUNE 2014

OPERATING AND FINANCIAL REVIEW (Continued)
Uranium Resources

Forte Energy now has a total of 44.9 MIbs of corediUOg resources in West Africa:

Project Resource Tonnage Grade Contained
Category (MY) (ppm U3Og) U30g Mlbs
A238* Inferred 45.2 235 23.4
Bir En Nar Indicated 0.5 886 1.0
Inferred 0.8 575 1.0
Firawa Inferred 30.3 295 195
Indicated 0.5 886 1.0
Total Inferred 76.3 262 43.9
Total 76.8 266 44.9

* A238NW Anomaly included in the A238 Inferred Resources
Corporate

In an effort to minimise expenditure and optimide ivorking capital, the Consolidated Entity
implemented a number of measures to reduce itsioggmsts this year. These include the significant
reduction in overheads by rationalising Forte Eyerd-ondon presence through the closure of its
corporate head office in the United Kingdom andrtHecation of Management to Australia.

In line with the Company’s cost reduction effofierte Energy’s Chairman and Managing Director both
agreed to substantial reductions in their fees0% 4eduction for the Chairman and a 50% reducton f
the Managing Director, with effect from 1 July 201Burthermore all payments for non-executive
directors’ fees have been deferred from 1 Octob&B2

Following a review of Forte Energy’s Managemenimga ensure that its expertise is best suited ¢o th
Company’s current requirements, Mr. Scott Yellahe, Chief Operating Officer, left the organisatimm

22 October 2013 to pursue other opportunities. Tregewith other staff reductions, the expected
annualised savings from all these cost reductitiaiives is approximately $750,000.

In September 2013 the Company announced an agréeevitarElementos Ltd (ASX: ELT) to vary the
terms of an Option To Purchase agreement in relatoits Millenium mining leases in Queensland.
Under the revised agreement, Forte Energy woulaivec$100,000 cash instead of the previous
consideration of $160,000 in cash or scrip. Thensewere renegotiated partly in an effort to achieve
settlement, which occurred in December 2013.

During the September quarter, a US$1,000,000 ctiblestoan facility with Dutchess Capital was cldse
with the US$600,000 initial drawdown amount sagidfthrough the issue of 113,752,047 ordinary shares

Shareholder approval was obtained at a generalimgebeld on 31 October 2013 for a placement
undertaken in two tranches. A total of £907,500p(epimately A$1,825,000) was raised before costs
which at 0.4 pence (approximately 0.7 cents) paresh

In April 2014 the Company entered into a short-tdoan agreement with Darwin Strategic Limited.
Under the agreement Forte Energy issued a LoanfNiof37,500. See Note 18 for further details.
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DIRECTORS’ REPORT (Continued)
FOR THE YEAR ENDED 30 JUNE 2014

OPERATING AND FINANCIAL REVIEW (Continued)

The Company announced on 10 March 2014 that itdmdred into a share exchange agreement with
Global Resources Investment Trust (“GRIT”), a compésted on the London Stock Exchange. Under
the agreement, Forte Energy issued 170,000,00@sharGRIT at 0.4 pence (approximately 0.75 cents)
per share in return for 680,000 shares in GRIT ptiee of £1 each. Forte Energy is in the procdss o
selling its GRIT shares in order to raise additlamarking capital.

Operating Results for the year and financial positn

The loss after income tax for the financial yeas\$4,290,081 (2013: $3,183,622he result for this
financial year includes an impairment expense 238,572 (2013: nil) following the relinquishing thfe
Bohoduo uranium prospect in Guinea. At 30 June 204 Group had cash and cash equivalents of
$92,467 and net assets of $29,139,261.

Shareholder Returns

Shareholder returns are anticipated to be achiev@dcapital growth of the listed share price. The
Company’s Australian closing share price as atu@ 2014 was 0.6 cents compared to 1.1 centsths at
close of business on 30 June 2013. The share giribe date of this report is 0.5 cents. The Com s
continued to operate in an economic environmeritréraains difficult for junior explorers, particula so

for uranium explorers since the Fukushima nucleeident in 2011.

Share issues during the year

During the September quarter, 113,752,047 ordirdrgres were issued to Dutchess Capital upon
conversion of a US$600,000 initial drawdown und&am facility which has now closed.

A total of 226,875,000 ordinary shares were issatdtl4 pence (approximately 0.7 cents) per shaderun
a placement carried out in two tranches that wasoaed at a general meeting held on 31 October.2013
A total of £907,500 (approximately A$1,825,000) waised before costs.

On 5 March 2014, the Company issued 170,000,00feshat 0.4 pence (approximately 0.75 cents) to
GRIT under a share exchange agreement.
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DIRECTORS’ REPORT (Continued)
FOR THE YEAR ENDED 30 JUNE 2014

OPERATING AND FINANCIAL REVIEW (Continued)
Risk management

The Company takes a proactive approach to risk geamant. The Board is responsible for ensuring that
risks, and also opportunities, are identified otinaely basis and that the Company’s objectives and
activities are aligned with the risks and oppotiesiidentified by the Board. The Company beliethed it

is crucial for all Board members to be part of thiscess, and as such the Board has not establshed
separate risk management committee.

SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS
Significant changes in the state of affairs of @m@npany during the financial year were as follows:

» Entering into the joint venture agreement with Ep@an Uranium to acquire a 50% interest in the
Kuriskova and Novoveska Huta uranium projects ex$tovak Republic.

» Implementing cost reduction strategies includirgffseductions and closure of the corporate head
office in the United Kingdom.

SIGNIFICANT EVENTS AFTER THE BALANCE DATE

There has not arisen in the interval between tlieadrthe financial year and the date of this repmy
item, transaction or event of a material and unlusature likely, in the opinion of the Directors, affect
significantly the operations of the Company, thsutes of those operations, or the state of affairthe
Company in subsequent financial years except fofdhowing:

e On 30 July 2014, shareholders approved a placeofiarg to 600 million shares and 300 million
warrants and a Share Purchase Plan for up to 20@mshares to raise additional working
capital. Shareholders also ratified the issue d iillion shares to GRIT under the share
exchange agreement and approved the grant of 1Z88@bBwarrants to Darwin Strategic Capital.

 On 31 July 2014 the Company executed a definitm@tJVenture agreement with European
Uranium.

LIKELY DEVELOPMENTS AND EXPECTED RESULTS

The likely developments in the operations of theuprand the expected results of those operations in
future financial years is dependant on the contresgloration for uranium in West Africa and thex&lk
Republic.

ENVIRONMENTAL REGULATION AND PERFORMANCE

The Board believes that the Company has adequatnsy in place for the management of its

environmental requirements and is not aware oftaagch of environmental requirements as they agply
the Company.
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DIRECTORS’ REPORT (Continued)
FOR THE YEAR ENDED 30 JUNE 2014

SHARE OPTIONS

Unissued Shares

As at the date of this report, there were 9,000,0@8sued ordinary shares under options, all ottlvhi
were outstanding at 30 June 2014. Refer to notef2Be financial statements for further detailstloé
options outstanding at 30 June 2014.

Option holders do not have any right, by virtuetloé option, to participate in any share issue ef th
company or any related body corporate.

Shares issued as a result of the exercise of optson

During the year and up to the date of this repaot,shares were issued as a result of the exertise o
options (2013: nil).

INDEMNIFICATION AND INSURANCE OF DIRECTORS AND OFFI CERS

The Company has not entered into any insuranceamistfor the indemnification of Directors and
Officers of the Company.

INDEMNIFICATION OF AUDITORS
To the extent permitted by law, the Company hasegjto indemnify its auditors, Ernst & Young, ag pa
of the terms of its audit engagement agreemenhagelaims by third parties arising from the ay(ftit an

unspecific amount). No payment has been made @nindy Ernst & Young during or since the financial
year.

11
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DIRECTORS’ REPORT (Continued)
FOR THE YEAR ENDED 30 JUNE 2014

REMUNERATION REPORT (Audited)

This Remuneration Report outlines the director exetutive remuneration arrangements of the Company
in accordance with the requirements of the CorpmmatAct 2001 and its Regulations. For the purpafes
this report Key Management Personnel (KMP) are neefi as those persons having authority and
responsibility for planning, directing and contiodl the major activities of the Group, and includdis
directors of the Company.

Details of Key Management Personnel

G R Featherby Chairman appointed 2 August 2004

M D Reilly Managing Director appointed 2 August 200

C D Grannell Director (non-executive) appointed griA2005

J G Leahy Director (non-executive) appointed 26ilA112

S Yelland Chief Operating Officer appointed 1 Segier 2011, ceased 22 October
2013

M R Wylie Company Secretary appointed 5 Novemb&820

There were no changes to the Executives or KMP dmtvthe reporting date and the date the Financial
Report was authorised for issue.

Remuneration committee

The Remuneration Committee of the Board of Directofrthe Company is responsible for determining
and reviewing remuneration arrangements for thedand executives.

The Remuneration Committee assesses the approgsatef the nature and amount of remuneration of
executives on a periodic basis by reference tovaaeemployment market conditions with the overall
objective of ensuring maximum stakeholder benedibf the retention of a high quality, high perforgin
Board and executive team.

Remuneration philosophy

The performance of the Company depends upon thigyqohits Directors and Executives. To prosper,
the Company must attract, motivate and retain kighkllled Directors and Executives. To this end th
Company provides competitive rewards to attrachtaglibre executives. At the Board’s discretion the
nature and amount of executive and directors’ emehts may be linked to the Company’s financial and
operational performance.

Remuneration structure

In accordance with best practice corporate govemathe structure of Non-Executive Director and
Executive remuneration is separate and distinct.

Non-executive director remuneration
Objective

The Board seeks to set aggregate remuneratiorieaehthat provides the Company with the ability to
attract and retain Directors of the highest calilreilst incurring a cost that is acceptable torgshalders.

12
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DIRECTORS’ REPORT (Continued)
FOR THE YEAR ENDED 30 JUNE 2014

REMUNERATION REPORT (Audited) (Continued)

Structure

The Constitution and the ASX Listing Rules spedhat the aggregate remuneration of Non-Executive
Directors shall be determined from time to timeabgeneral meeting. The latest determination wélseat
Annual General meeting held on 26 November 2009 wdh@areholders agreed an aggregate remuneration
of $750,000 per year.

The amount of aggregate remuneration sought toppeoaed by Shareholders and the fee structure is
reviewed annually. The Board considers the feed fganon-executive directors of comparable companie
when undertaking the annual review process and seal advice from external consultants if required.
During the financial year and to the date of tlejgart, the Board has not sought advice from angreat
consultants.

Each Non-Executive Director receives a fee for paiDirector of the Company.

Non-Executive Directors are encouraged by the Boardold shares in the Company purchased by the
Director. The Non-Executive Directors of the Compame not eligible to participate in the Employee
Share Option Plan. Nevertheless, share optionstraayranted to Non-Executive Directors to enable the
Company to provide competitive remuneration at loost in order to attract and retain high calibre
directors while also aligning their remuneratiothathe creation of shareholder wealth.

The remuneration of Non-Executive Directors for flears ending 30 June 2014 and 30 June 2013 are
detailed in Tables 1 and 2 on pages 15 and 1@fdport.

Executive remuneration
Objective
The Company aims to reward Executives with a lewel mix of remuneration commensurate with their

position and responsibilities within the Companyasdo:

» Align the interests of Executives with those of ®fhalders; and
* Ensure total remuneration is competitive by maskahdards.

Structure
Remuneration consists of the following key elements
* Fixed Remuneration;

» Variable Remuneration — Short Term Incentives (Samd
» Variable Remuneration — Long Term Incentives (LTI).
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DIRECTORS’ REPORT (Continued)
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REMUNERATION REPORT (Audited) (Continued)
Fixed Remuneration

Objective
The level of fixed remuneration is set so as tovisl® a base level of remuneration, which is both
appropriate to the position and is competitivehia tnarket.

Fixed remuneration is reviewed annually by the Reenation Committee and the process consists of a
review of business and individual performance, vah comparative remuneration in the market and
internally and, where appropriate, external adeicgolicies and practices. The Remuneration Coramitt
has access to external advice independent of mareage

Structure

Executives are given the opportunity to receivartfieed (primary) remuneration in a variety of fos
including cash and fringe benefits. It is intendiedt the manner of payment chosen will be optiroal f
the recipient without creating undue cost for tleenpany.

Variable Remuneration — Short Term Incentive (STI)

Objective
The objective of any short term incentive is tklthe remuneration received by the executives tigh
creation of shareholder wealth.

Structure

STI grants to Executives are delivered in the fafntash bonuses at the discretion of the Board afte
considering the recommendations of the Remuneraiommittee based on contribution towards
achievement of the Company’s overall objectivesr&étwere no cash bonuses granted during 2014 (2013:
nil).

Variable Remuneration — Long Term Incentive (LTI)

Objective

The objective of the LTI plan is to reward Execasivin a manner that aligns remuneration with the
creation of Shareholder wealth. As such, LTI gramesonly made to Executives who are able to inftee
the generation of Shareholder wealth and thus havienpact on the Company’s performance against the
relevant long-term performance.

Structure

LTI grants to Executives are delivered in the fasfrshare options. At the discretion of the Boalw t
terms of the options may include performance, serorr other conditions. Options granted to exeestiv
during the year are detailed on page 15.

Key Management Personnel are not permitted to eémteragreements at any time that provide lenders
with rights over their interests in the Companygsigities.

14



FORTE ENERGY NL
(ABN 59 009 087 852)

DIRECTORS’ REPORT (Continued)
FOR THE YEAR ENDED 30 JUNE 2014

REMUNERATION REPORT (Audited) (Continued)
Company performance

In terms of the impact on the company's performane the past 5 years, this is best reflectedhby t
movement in the company's earnings, EPS and shaeegs outlined in the following table:

2014 2013 2012 2011 2010
Net profit/ (loss) attributable to equity
holders (4,290,081) (3,183,622) (2,656,016) (2,412,981) (2,338,112)
Basic earnings/(loss) per share (cents) (0.4) (0.4) (0.4) (0.4) (0.4)
Share price at 30 June (cents) 0.6 1.1 1.8 5.7 12.0
Share price movement over previous
year (cents) (0.5) (0.7) (3.9 (6.3) (4.0)

Employment contracts
The Managing Director, Mr Mark D Reilly, is emplayender contract. The current employment contract
commenced on 1 January 2005. Under the terms qirésent contract:

* Mr Reilly may resign from his position and thusntémate this contract by giving 6 months
written notice. On resignation by notice, any Ltions granted will have vested, or will vest
during the notice period.

* The Company may terminate this employment agreeimeptoviding 6 months written notice or
provide payment in lieu of the notice period (basedthe fixed component of Mr Reilly’s
remuneration). On termination on notice by the Canyp any LTI options granted will have
vested, or will vest during the notice period.

« The Company may terminate the contract at any tirtleout notice if serious misconduct has
occurred. Where termination with cause occurs, Mamaging Director is only entitled to that
portion of remuneration which is fixed, and only tgqpthe date of termination. On termination
with cause any unvested options will immediatelyfdréeited.

Other executives:All executives have rolling contracts.
REMUNERATION OF KEY MANAGEMENT PERSONNEL

Table 1: Remuneration for the year ended 30 20d4.

Short Term Benefits Post employment
Non- Long % of
Salary Cash Monetary Term Super- Retirement  Share-based Total remuneratio
& Fees Bonus  Benefits Benefits  annuation benefits Payment n consisting
0] (ii) (iii) Options of options
Directors $ $ $ $ $
G. R. Featherby 54,000 - - - 1,249 - - 55,249
M. D. Reilly 220,102 - 19,356 - 27,527 - - 266,985
C. D. Grannell 60,000 - - - - - - 60,000
J. G. Leahy 71,578 - - - - - - 71,578
Executives
S. Yelland (iv) 172,377 - 6,259 - 22,708 - 1,841 (v) 203,185 1%
M. R. Wylie 115,925 - 6,414 10,599 - - 132,938
Total 693,982 - 25,615 6,414 62,083 - 1,841 789,935
0] Salary & Fees includes a total of $149,600 thatiiesen accrued but not yet paid
(ii) None of the remuneration was performance related.
(iii) Non-monetary benefits relates to the provisioneotal accommodation and salary sacrifice payments.
(iv) Mr Yelland resigned on 22 October 2013.
) 1,000,000 options granted to Mr Yelland at comneement on 1 September 2011 vested over 2 yearse There granted

as an incentive for Mr Yelland to join the Groupnle no performance conditions were attached.
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FORTE ENERGY NL
(ABN 59 009 087 852)

DIRECTORS’ REPORT (Continued)
FOR THE YEAR ENDED 30 JUNE 2014

REMUNERATION REPORT (Audited) (Continued)

There is no relationship between the remuneraboikdy management personnel and the
Company’s financial performance.

Table 2: Remuneration for the year ended 30 2048.

Short Term Benefits Post employment
Non- Long
Salary Cash Monetary Term Super- Retirement  Share-based Total
& Fees Bonus Benefits Benefits annuation benefits Payment
(0] (i) ) Options
Directors $ $ $ $ $
G. R. Featherby 90,000 - - . 8,100 - - 98,100
B. T. Judge - - - - - -
M. D. Reilly 189,122 - 239,031 - 23,740 - - 451,893
C. D. Grannell 60,000 - - - - - - 60,000
J. G. Leahy 61,477 - - - - - - 61,477
B. Gustafsson - - - - - - - -
Executives
S. Yelland (iv) 239,666 - 54,199 - 33,235 - 14,833 (iii) 341,933
M. R. Wylie 129,134 - - 6,414 11,250 - - 146,798
Total 769,399 - 293,230 6,414 76,325 - 14,833 1,160,201
0] None of the remuneration was performance related.
(i) Non-monetary benefits relates to the provisioneotal accommodation and salary sacrifice payments.
(iii) 1,000,000 options granted to Mr Yelland at commerezg on 1 September 2011 vest over 2 years. Thesegranted as
an incentive for Mr Yelland to join the Group, henw performance conditions were attached.
(iv) Mr Yelland was appointed on 1 September 2011, ayppeint and resignation of directors is detailethaDirectors’
Report.
(v) Annual leave and long service leave reclassifiethfshort term to long term due to the applicatibAASB 119(R).

Table 3: Compensation options and rights grantedvasted during the year

During the year ended 30 June 2014, there werd20il3: nil) options and rights granted as equity

compensation benefits to Directors and KMP. Noasiwere exercised during the year ended 30 June
2014. 500,000 options granted to Mr Yelland on IL0%ested during the year ended 30 June 2014. All
options granted to Mr Yelland expired on 22.04.4%, months after he ceased employment with the

Company.

Granted Terms & Conditions for each Grant Vested
Fair Value
per Exercise Vested Expired
Year ended Grant option/right price per Expiry during the  during the Vesting
30 June 2014 Number date at grant date option Date year year (iii) date %
®) ®) @
S Yelland 1,000,000 1.09.11 $0.048 $0.092 22.04.14500,000 1,000,000 1.09.13 100

0] Exercise price is 6 pence per share.

(i) On 1 September 2011, Mr. Yelland was also grangtdsto 2,000,000 options exercisable at 10 pevitten 5 years
however these options were not issued as servitditis and achievement of exploration performaacgets were not
met.

(iii) $48,000 options expired during the year.
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FORTE ENERGY NL
(ABN 59 009 087 852)

DIRECTORS’ REPORT (Continued)
FOR THE YEAR ENDED 30 JUNE 2014

REMUNERATION REPORT (Audited) (Continued)

Option holdings of Key Management Personnel

Balance at Granted as Options Net Change Balance at At 30 June 2014
beginning Compens-  Exercis  Other (i) end of period
Year ended of period ation ed
30 June 2014 1 July 2013 30 June 2014  Total Natdted Vested
GR 800,000 - - (800,000) - - - -
Featherby
M D Reilly 2,000,000 - - (2,000,000) - - - -
C D Grannell 2,600,000 - - (2,600,000 - - - -
J G Leahy 800,000 - - (800,000) - - - -
S Yelland 1,000,000 - (1,000,000) - - - -
M R Wylie - - - - - - - -
Total 7,200,000 - - (7,200,000) - - - -

(i) Options for Mr Yelland were forfeited six monthsesfhe ceased employment on 22 October 2013. Gptoon
each of Mr Featherby, Mr Reilly, Mr Grannell and Mrahy expired during the year

There were no alterations to the terms and comditaf options granted as remuneration since thaintg
date.

Shareholdings of Key Management Personnel

Shares held in Balance Granted as On Exercise Net Change Balance
Forte Energy Ltd 1 July 2013 Remuneration of Options Other (ii) 30 June 2014
(number)
Fully Paid Fully Paid Fully Paid Fully Paid Fully Paid

30 June 2014 Ordinary Shares  Ordinary Shares  Ordinary Shares  Ordinary Shares  Ordinary Shares
G R Featherby 16,380,286 - - - 16,380,286
M D Reilly 17,416,333 - - 12,500,000 29,916,333
C D Grannell 7,700,000 - - - 7,700,000
J G Leahy 1,600,000 - - - 1,600,000
S Yelland (i) - - - - -
M R Wylie 101,000 - - - 101,000
Total 43,197,619 - - 12,500,000 55,697,619

@) Mr Yelland ceased employment on 22 October 2013

(i) Mr Reilly purchased shares under a placement inrdacce with shareholder approval.

Other key management personnel did not hold sliartee Company.
No shares were issued on exercise of compensgtieone during the year (2013: nil).
Voting and comment made on the Group's 2013 Annudbeneral Meeting

The Group received approximately 98% (2013: 84%Yye§" votes on its remuneration report for theryea
ended 30 June 2014.

Other transactions and balances with Key Managemerersonnel and their related parties

From 1 September 2011, the Company began rentingffem@ at normal market prices from an entity
associated with G R Featherby. During the yeamtgrdgyments of $30,423 (2013: $122,891) were made
to the entity. At 30 June 2014 there was an outlstgrbalance of $27,982.

During the financial year amounts totalling $2954&ere loaned to the Company by M D Reilly. The
loans are interest free with no contracted repaymate.

(End of audited remuneration report)
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FORTE ENERGY NL
(ABN 59 009 087 852)

DIRECTORS’ REPORT (Continued)
FOR THE YEAR ENDED 30 JUNE 2014

DIRECTORS' MEETINGS

The number of Directors' meetings and number oftimge attended by each of the Directors of the
Company during the financial year are:

Directors’ Remuneration Audit
Meetings' Committee’ Committee®
G R Featherby 3 0 2
M D Reilly 3 N/A N/A
C D Grannell 3 0 2
J G Leahy 3 0 2

1. 3 meetings held
2. 0 meeting held
3. 2 meetings held

COMMITTEE MEMBERSHIP
Details of the composition of the Board Committaes provided in the Corporate Governance Statement.

The Directors of the Company consider that dudw¢olével of current operations, a separate Nongnati
Committee is not necessary.

COMPETENT PERSONS STATEMENT

The information in this report that relates to thporting of Mineral Resources is based on inforonmat
compiled or reviewed by Mr. Galen White, who is @léw of the Australasian Institute of Mining and
Metallurgy (FAusIMM). Mr White is the Principal Gemist of CSA Global (UK) Ltd. CSA Global have
an on-going role as geological consultants to Hartergy NL. Mr. White has sufficient experience ahi

is relevant to the style of mineralisation and tg@eposit under consideration and to the actimikych

he is undertaking to qualify as a Competent Peesodefined in the 2004 Edition of the ‘Australasian
Code for Reporting of Exploration Results, MineRasources and Ore Reserves’. Mr. White consents to
the inclusion in this report of the matters basadhis information in the form and context in whiith
appears.

The information in this report that relates to teporting of foreign mineral resource estimatgs avided
under ASX listing rule 5.12 and is an accurate @spntation of the available data and studies fer th
Kuriskova and Novoveska Huta uranium deposits andaised on information reviewed by Mr Dorian
(Dusty) Nicol. Mr Nicol is President and CEO of Bpean Uranium Resources Ltd. Mr Nicol is a Fellow
of the AusIMM, a Registered Member of the SME, atiied Professional Geologist, a Registered
Geologist in the state of Wyoming, USA and is a ified Person under NI 43-101.
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FORTE ENERGY NL
(ABN 59 009 087 852)

DIRECTORS’ REPORT (Continued)
FOR THE YEAR ENDED 30 JUNE 2014

AUDITOR’S INDEPENDENCE

The Directors received the following declaratioonfrthe auditor of Forte Energy NL.

Erns!-E ¥ung Tel: 6] B 9429 22722
11 Moimis 8ay Road Fax: +&1 89429 2436
Farth Wa 6000 Austrafia B COT U

GECH B 230 Erith W &543
Bullding & better GPO Box M23I0 Perth WA 6843
warking worid

Auditor's Independence Declaration to the Directors of Forte Energy ML

In relation to our audit of the financial report of Forte Energy NL for the financial year ended 30 June
2014, 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.

Ernst & Young (""/J
-

Fiona Drummond
Partner
30 September 2014
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FORTE ENERGY NL
(ABN 59 009 087 852)

DIRECTORS’ REPORT (Continued)
FOR THE YEAR ENDED 30 JUNE 2(14

NON-AUDIT SERVICES

Ernst & Young received or are due to receive nowtsfor the provision of nc-audit services.

Signed in accordance with a resolution of the Danex

M D Reilly
MANAGING DIREETOR

30 September 2014
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FORTE ENERGY NL
(ABN 59 009 087 852)

SCHEDULE OF INTERESTS IN MINING TENEMENTS
CURRENT AT 30 JUNE 2014

COUNTRY TENEMENT TENEMENT INTEREST COMMENTS
NAME/LOCATION NUMBER

Republic of Kissidougou (Firawa) XP 110 100%

Guinea Kissidougou (Firawa) XP 130 100%

Republic of Steilet Zednes XP 281 100%

Mauritania D’ Adem Essder XP 282 100%
Rhall Amane XP 283 100%
Tisram XP 284 100%
Gleibat Ten Ebdar XP 285 100%
Legleya XP 286 100%
Hassi Baida XP 948 100%
Ouissuat XP 949 100%
Bir Ould Ben Nassar XP 1173 100%
Nord Tmeimichat Rhall Amane XP 1588 100%

NOTE: XP = Exploration Permit
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FORTE ENERGY NL
(ABN 59 009 087 852)

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2014

Consolidated Consolidated
2014 2013
Notes $ $
Revenue 6 1,987 5,590
Other income 7 145,091 312,268
Exploration expenses (51,394) (68,114)
Impairment expenses (1,239,572) -
Administrative expenses 8 (3,128,040) (3,405,792)
Loss before income tax (4,271,928) (3,156,048)
Income tax expense 9 (18,153) (27,574)
Loss after income tax (4,290,081) (3,183,622)
Net loss for the year (4,290,081) (3,183,622)
Other comprehensive income
Items that may be reclassified subsequently to
profit or loss
Exchange differences on translation of foreign (224,645) (60,309)
operations
Other comprehensive loss for the year net of
tax (224,645) (60,309)
TOTAL COMPREHENSIVE LOSS FOR THE
YEAR ATTRIBUTABLE TO MEMBERS OF
FORTE ENERGY NL (4,514,726) (3,243,931)
Loss per share (cents per share) attributable to
ordinary equity holders of the Company
- basic loss for the year 10 (0.35) (0.36)
- diluted loss for the year 10 (0.35) (0.36)

The above statement of comprehensive income sheutdad in conjunction with the accompanying
notes.
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FORTE ENERGY NL
(ABN 59 009 087 852)

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT 30 JUNE 2014

Consolidated

Consolidated

Notes As at As at
30 June 30 June
2014 2013
$ $
ASSETS
Current Assets
Cash and cash equivalents 11 92,467 146,013
Trade and other receivables 12 286,155 406,475
Prepayments 52,296 57,684
Held for trading 13 707,671 -
1,138,589 610,172
Non-current assets classified as held for sale - 126,081
Total Current Assets 1,138,589 736,253
Non-Current Assets
Available-for-sale investments 13 40,139 1,697
Exploration and evaluation expenditure 14 31,060,057 30,748,247
Plant and equipment 15 63,256 175,264
Total Non-Current Assets 31,163,452 30,925,208
TOTAL ASSETS 32,302,041 31,661,461
LIABILITIES
Current Liabilities
Trade and other payables 16 1,968,074 550,745
Income tax payable 47,298 28,495
Provisions 17 46,264 46,853
2,061,636 626,093
Liabilities associated with assets held for sale - 2,760
Total Current Liabilities 2,061,636 628,853
Non-Current Liabilities
Loan to related party 24(d) 291,485 -
Convertible loan note 18 783,520 -
Convertible loan 19 - 1,172,992
Provisions 17 26,139 38,416
Total Non-Current Liabilities 1,101,144 1,211,408
TOTAL LIABILITIES 3,162,780 1,840,261
NET ASSETS 29,139,261 29,821,200
EQUITY
Issued capital 20 89,160,792 85,329,846
Reserves 21 2,166,391 2,389,195
Accumulated losses 21 (62,187,922) (57,897,841)

TOTAL EQUITY

29,139,261

29,821,200

The above statement of financial position shouldea&l in conjunction with the accompanying notes.
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FORTE ENERGY NL
(ABN 59 009 087 852)

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2014

Contributed Accumulated  Equity Foreign Total
equity losses benefits currency equity
reserve translation
$ $ $ $ $
Consolidated
At 1 July 2013 85,329,846 (57,897,841) 2,519,765 (130,570) 298m
Loss for the period - (4,290,081) - - (4,290,081)
Other comprehensive
income - - - (224,645) (224,645)
Total comprehensive
income for the year net
of tax - (4,290,081) - (224,645) (4,514,726)
Equity transactions:
Share-based payment - - 1,841 - 1,841
Issue of ordinary shares 3,965,035 - - - 3,965,035
Transaction costs (134,089) - - - (134,089)
Balance at
30 June 2014 89,160,792 (62,187,922) 2,521,606 %553 29,139,261
Contributed Accumulated  Equity Foreign Total
equity losses benefits currency equity
reserve translation
$ $ $ $ $
Consolidated
At 1 July 2012 83,076,849 (54,714,219) 2,456,399 (70,261) 30,88,7
Loss for the period - (3,183,622) - - (3,183,622)
Other comprehensive
income - - - (60,309) (60,309)
Total comprehensive
income for the year net
of tax - (3,183,622 - (60,309) (3,243,931)
Equity transactions:
Share-based payment - - 63,366 - 63,366
Issue of ordinary shares 2,410,386 - - - 2,410,386
Transaction costs (157,389) - - - (157,389)
Balance at
30 June 2013 85,329,846 (57,897,841) 2,519,765 8730 29,821,200

The above statement of changes in equity shoutddxin conjunction with the accompanying notes.
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FORTE ENERGY NL
(ABN 59 009 087 852)

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2014

Consolidated Consolidated

Notes 2014 2013
$ $

Cash flows from operating activities

Payments to suppliers and employees (1,409,014) (2,815,058)
Income tax paid (2,773) (5,245)
Interest and other income received 157,010 199,972
Net cash flows used in operating activities 22 (1,253,777) (2,620,331)
Cash flows from investing activities

Payments for purchase of equipment (27,494)

(1,287,652)

Payment for exploration and evaluation expenditure (1,744,094)
Purchase of equity investment (98,350) -
Proceeds from sale of prospect 100,000 -
Net cash flows used in investing activities (1,286,002) (1,771,588)
Cash flows from financing activities

Proceeds from issue of shares 1,507,647 2,303,254
Transaction costs relating to issue of shares (107,141) (151,996)
Proceeds from borrowings 1,079,592 620,820
Net cash from financing activities 2,480,098 2,772,078
Net decrease in cash and cash equivalents (59,681) (1,619,841)
Cash and cash equivalents at the beginning of the

financial year 146,013 1,763,431
Effects of exchange rate changes on cash and cash

equivalents 6,135 2,423
Cash and cash equivalents at the end of financial

year 11 92,467 146,013

The above cash flow statement should be read jjucction with the accompanying notes.
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FORTE ENERGY NL
(ABN 59 009 087 852)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2014

CORPORATE INFORMATION

The financial report of Forte Energy NL for the yeaded 30 June 2014 was authorised for issue
in accordance with a resolution of the Directors36rSeptember 2014.

Forte Energy NL is a for profit company limited slyares incorporated and domiciled in Australia
whose shares are publicly traded on the Austr@tack Exchange, and on the AIM Board of the
London Stock Exchange.

The nature of the operations and principal actsitof the Company are described in the
Directors’ Report.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of preparation

The financial report is a general-purpose finaneglort, which has been prepared in accordance
with the requirements of the Corporations Act 20Adstralian Accounting Standards and other
authoritative pronouncements of the Australian Agtting Standards Board. The financial report
has also been prepared on a historical cost bagigpt for investments and derivative financial
instruments, which have been measured at fair value

The financial report is presented in Australianlaisl The Consolidated Entity is a for profit
entity primarily involved in mineral exploration.

Going Concern

The Consolidated Entity has incurred a net loseré&htx for the year ended 30 June 2014 of
$4,290,081 (30 June 2013: $3,183,622) and hasicately of net current assets at 30 June 2014
of $923,047 (surplus net current assets at 30 20b8: $107,400). The Consolidated Entity’s cash
flow forecast shows that it does not have sufficiemds to meet its minimum committed
administrative and exploration expenditure for edsk twelve months from the date of signing
these financial statements. The Consolidated Ewfiityrequire additional funding within the next
12 months in order to continue as a going concEne. Directors believe that the Consolidated
Entity has a number of options available to ratsesé funds, including equity placements to
sophisticated investors, share purchase plansisrigtsues, debt to equity conversion and
convertible loan facilities and will pursue thesgtlier as and when appropriate. The Company
currently has a three-year equity financing fagitif £10,000,000 and is in discussions with other
parties in relation to an additional funding fagiliThe Company has also announced a placement
and a Share Purchase Plan to raise additional fumdiseduce current liabilities.

The Directors are satisfied that, at the date efgigning of the financial statements, there are
reasonable grounds to believe that the Consolidatgitdy will be able to meet its obligations as
and when they fall due and continue to proceed th#ghConsolidated Entity’s strategic objectives.

Should the directors not achieve the matters ealoave, there is significant uncertainty whether
the Consolidated Entity will continue as a goingn@&rn and therefore whether it will realise its
assets and extinguish its liabilities in the normalirse of business and at amounts stated in the
financial report.

The financial statements do not include any adjasts relating to the recoverability and

classification of recorded asset amounts, or tatheunts or classification of liabilities that migh
be necessary should the Consolidated Entity nableto continue as a going concern.
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FORTE ENERGY NL
(ABN 59 009 087 852)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Con tinued)
FOR THE YEAR ENDED 30 JUNE 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continu ed)

(c) Statement of compliance
The financial report complies with Australian Acating Standards as issued by the Australian
Accounting Standards Board and International FirzriReporting Standards (IFRS) as issued by
the International Accounting Standards Board.

(d) New accounting standards and interpretations

The Company has adopted all new and amended AastrAccounting Standards and AASB
interpretations as at 1 July 2013, including:

Reference Title

AASB 10 Consolidated Financial Statements

AASB 10 establishes a new control model that apptieall entities. It replaces parts of
AASB 127 Consolidated and Separate Financial Statemdetling with the accounting
for consolidated financial statements and UIG-Cbasolidation Special Purpose
Entities.

The new control model broadens the situations vemeantity is considered to be controlled
by another entity and includes new guidance foityapg the model to specific situations,
including when acting as a manager may give corinelimpact of potential voting rights
and when holding less than a majority voting rightsy give control.

The application of AASB 10 did not have a mateirngbact on the Group as the subsidiary
is wholly owned.

AASB 11 Joint Arrangements

AASB 11 replaces AASB 13hterests in Joint Ventureand UIG-113Jointly- controlled
Entities - Non-monetary Contributions by Ventures

AASB 11 uses the principle of control in AASB 10define joint control, and therefore the
determination of whether joint control exists ménange. In addition it removes the option
to account for jointly controlled entities (JCESjng proportionate consolidation. Instea
accounting for a joint arrangement is dependerthemature of the rights and obligation
arising from the arrangement. Joint operationsdhat the venturers a right to the

underlying assets and obligations themselves isumted for by recognising the share o
those assets and obligations. Joint ventures thattlge venturers a right to the net assets is
accounted for using the equity method.

(RS

The Group does not have any joint arrangementshardfore the application of AASB 11
did not have any material impact.

AASB 12 Disclosure of Interests in Other Entities

AASB 12 includes all disclosures relating to antglstinterests in subsidiaries, joint
arrangements, associates and structured entit@g.disclosures have been introduced
about the judgments made by management to detemahiather control exists, and to
require summarised information about joint arrangets, associates, structured entities
and subsidiaries with non-controlling interests.

The application of AASB 12 resulted in additionadalosures for interests in other entities.

27




FORTE ENERGY NL
(ABN 59 009 087 852)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Con tinued)
FOR THE YEAR ENDED 30 JUNE 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continu ed)

(d) New accounting standards and interpretationsqontinued)

Reference Title

AASB 13 Fair Value Measurement

AASB 13 establishes a single source of guidanceébermining the fair value of asset
and liabilities. AASB 13 does not change when aityeis required to use fair value, but
rather, provides guidance on how to determineviawe when fair value is required or
permitted. Application of this definition may resin different fair values being
determined for the relevant assets.

1°2

AASB 13 also expands the disclosure requirememtalf@ssets or liabilities carried at
fair value. This includes information about theuasptions made and the qualitative
impact of those assumptions on the fair value dated.

The application of AASB 13 had no material impagcttbe fair value measurements or
disclosures of the Group’s assets or liabilities.

AASB 119 Employee Benefits
(Revised 2011)
The revised standard changes the definition oftdlhom employee benefits. The
distinction between short-term and other long-temployee benefits is now based on
whether the benefits are expected to be settledywyihin 12 months after the
reporting date.

The Group’s liability for annual leave has been suead and disclosed as a long-term
benefit accordingly and has resulted in a reclasdion of $6,414 (2013: $6,414) from
short term to long term benefits in the key manag@rpersonnel disclosures.

AASB 2012-2 | Amendments to Australian Accounting Standards - Dislosures - Offsetting
Financial Assets and Financial Liabilities

AASB 2012-2 principally amends AASBFRinancial Instruments: Disclosurds require
disclosure of the effect or potential effect oftimgt arrangements, including rights of se
off associated with the entity's recognised finahassets and recognised financial
liabilities, on the entity's financial position, @t all the offsetting criteria of AASB 132
are not met.

—
]

Application of AASB 2012-2 had no impact on the Gpo

AASB 2011-4 | Amendments to Australian Accounting Standards tdRemove Individual Key
Management Personnel Disclosure RequiremeA\SB 124]

This amendment deletes from AASB 124 individual kegnagement personnel
disclosure requirements for disclosing entities #ra not companies. It also removes the
individual KMP disclosure requirements for all daging entities in relation to equity
holdings, loans and other related party transastion

The application of AASB 2011-4 resulted in a chatgthe disclosures in the Group’s
financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Con tinued)

FORTE ENERGY NL
(ABN 59 009 087 852)

FOR THE YEAR ENDED 30 JUNE 2014

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continu ed)

(d) New accounting standards and interpretationsgontinued)
The following standards and interpretations hawenlissued but are not yet effective for the year
ending 30 June 2014.

Reference Title Summary Application | Application
date of date for
standard Group

AASB 2012-3 Amendments to AASB 2012-3 adds application guidance to AASB 132 January | 1 July

Australian Financial Instruments: Presentation to address 2014 2014
Accounting inconsistencies identified in applying some of the
Standards - offsetting criteria of AASB 132, including clarifiyg the
Offsetting Financial | meaning of "currently has a legally enforceablétrinf
Assets and Financialset-off* and that some gross settlement systemshmay
Liabilities considered equivalent to net settlement.
AASB 9/IFRS 9 Financial On 24 July 2014 The IASB issued the final versibn o 1 January | 1 July
Instruments IFRS 9 which replaces IAS 39 and includes a logical 2018 2018

model for classification and measurement, a single,
forward-looking ‘expected loss’ impairment modetlar
a substantially-reformed approach to hedge acaogint
IFRS 9 is effective for annual periods beginningoon
after 1 January 2018. However, the Standard idablai
for early application. The own credit changes can b
early applied in isolation without otherwise changthe
accounting for financial instruments.

The final version of IFRS 9 introduces a new expect
loss impairment model that will require more timely
recognition of expected credit losses. Specificahg
new Standard requires entities to account for ebgplec
credit losses from when financial instruments & f
recognised and to recognise full lifetime expedtsdes
on a more timely basis.

The AASB is yet to issue the final version of AASB
A revised version of AASB 9 (AASB 2013-9) was

issued in December 2013 which included the new &éedg

accounting requirements, including changes to hedg
effectiveness testing, treatment of hedging costs,
components that can be hedged and disclosures.

AASB 9 includes requirements for a simplified apgrio
for classification and measurement of financiakéss
compared with the requirements of AASB 139.

The main changes are described below.

a. Financial assets that are debt instruments will be

classified based on (1) the objective of the elstity
business model for managing the financial asset
(2) the characteristics of the contractual casislo

b. Allows an irrevocable election on initial recogaii
to present gains and losses on investments inye
instruments that are not held for trading in other
comprehensive income. Dividends in respect of
these investments that are a return on investme

D

Juit

Nt
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(d)

FORTE ENERGY NL
(ABN 59 009 087 852)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Con tinued)

FOR THE YEAR ENDED 30 JUNE 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continu ed)

New accounting standards and interpretationsqontinued)

Reference

Title

Summary

Application
date of
standard

Application
date for
Group

can be recognised in profit or loss and there is n
impairment or recycling on disposal of the
instrument.

c. Financial assets can be designated and measur
fair value through profit or loss at initial recatjon
if doing so eliminates or significantly reduces a
measurement or recognition inconsistency that
would arise from measuring assets or liabilitigs,
recognising the gains and losses on them, on
different bases.

d. Where the fair value option is used for financial
liabilities the change in fair value is to be acuizad
for as follows:

» The change attributable to changes in credit
are presented in other comprehensive incon
(OCl)

» The remaining change is presented in profit
loss

AASB 9 also removes the volatility in profit or bs
that was caused by changes in the credit risk
liabilities elected to be measured at fair valugisT
change in accounting means that gains caused by

deterioration of an entity’s own credit risk on buc

liabilities are no longer recognised in profit os$.

o

ed at

risk
ne

or

of

the

AASB 2013-3

Amendments to
AASB 136 —
Recoverable
Amount Disclosures
for Non-Financial
Assets

AASB 2013-3 amends the disclosure requirements i
AASB 136 Impairment of Assets. The amendments
include the requirement to disclose additional

information about the fair value measurement winen
recoverable amount of impaired assets is basedion 1
value less costs of disposal.

Nl January
2014

t

1 July
2014

AASB 2014-1

Part A -Annual
Improvements
2010-2012 Cycle

Amendments to
Australian
Accounting
Standards - Part A
Annual
Improvements to
IFRSs 2010-2012
Cycle

AASB 2014-1 Part A: This standard sets out
amendments tAustralian Accounting Standards arisi
from the issuance by the International Accounting
Standards Board (IASB) of International Financial
Reporting Standards (IFRSs) Annual Improvements
IFRSs 2010-2012 Cycle and Annual Improvements
IFRSs 2011-2013 Cycle.

Annual Improvements to IFRSs 2010-2012 Cycle
addresses the following items:

» AASB 2 - Clarifies the definition of 'vesting
conditions' and 'market condition' and introdudes
definition of ‘performance condition' and 'service
condition'.

» AASB 3 - Clarifies the classification requirements
for contingent consideration in a business
combination by removing all references to AASB

1 July 2014
g

to
to

1 July
2014
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Con tinued)

FORTE ENERGY NL
(ABN 59 009 087 852)

FOR THE YEAR ENDED 30 JUNE 2014

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continu ed)

(d) New accounting standards and interpretationsqontinued)

Reference Title Summary Application | Application
date of date for
standard Group

137.

» AASB 8 - Requires entities to disclose factors used
to identify the entity's reportable segments when
operating segments have been aggregated. An entity
is also required to provide a reconciliation oftot
reportable segments’ asset to the entity's toseltas

» AASB 116 & AASB 138 - Clarifies that the
determination of accumulated depreciation does not
depend on the selection of the valuation technique
and that it is calculated as the difference betwibern
gross and net carrying amounts.

» AASB 124 - Defines a management entity providing
KMP services as a related party of the reporting
entity. The amendments added an exemption from
the detailed disclosure requirements in paragraph 1
of AASB 124 for KMP services provided by a
management entity. Payments made to a
management entity in respect of KMP services
should be separately disclosed.

AASB 2014-1 Amendmentsto | Annual Improvements to IFRSs 2011-2013 Cycle |1 July 2014| 1 July

Part A Annual | Australian addresses the following items: 2014

Iznagirlcivzeorr;gnct:s cle g‘f;r?g::g;g partAl” AASB 13 - Clarifies that the portfolio exception in

y paragraph 52 of AASB 13 applies to all contracts
Annual within the scope of AASB 139 or AASB 9,
Improvements to regardless of whether they meet the definitions o
IFRSs 2011-2013 financial assets or financial liabilities as defiria
Cycle AASB 132.

» AASB 140 - Clarifies that judgment is needed to
determine whether an acquisition of investment
property is solely the acquisition of an investment
property or whether it is the acquisition of a granf
assets or a business combination in the scope of
AASB 3 that includes an investment property. That
judgment is based on guidance in AASB 3.

AASB 1031 Materiality The revised AASB 1031 is an interim standard that |1 January | 1 July

cross-references to other Standards and tiwa&work |2014 2014

(issued December 2013) that contain guidance on

materiality.

AASB 1031 will be withdrawn when references to

AASB 1031 in all Standards and Interpretations have

been removed.

AASB 2014-1 Part C issued in June 2014 makes

amendments to eight Australian Accounting Standards

to delete their references to AASB 1031. The

amendments are effective from 1 July 2014.

Amendments to | Clarification of AASB 116 and AASB 138 both establish the principlel January | 1 July

AASB 116 and Acceptable Methods for the basis of depreciation and amortisationeasd | 2016 2016
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Con tinued)

FORTE ENERGY NL
(ABN 59 009 087 852)

FOR THE YEAR ENDED 30 JUNE 2014

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continu ed)
(d) New accounting standards and interpretationsqontinued)

Reference Title Summary Application | Application
date of date for
standard Group

AASB 138 of Depreciation and | the expected pattern of consumption of the future

Amortisation economic benefits of an asset.
(Amendments to The AASB has clarified that the use of revenue-thase
AASB 116 and methods to calculate the depreciation of an asgiti
AASB 138) appropriate because revenue generated by an gctivit
that includes the use of an asset generally reffactors
other than the consumption of the economic benefits
embodied in the asset.
The AASB also clarified that revenue is generally
presumed to be an inappropriate basis for measthag
consumption of the economic benefits embodied in an
intangible asset. This presumption, however, can be
rebutted in certain limited circumstances.
IFRS 15 Revenue from In May 2014, the IASB issued IFRS 15 Revenue froml January | 1 July
* Contracts with Contracts 2017 2017

Customers

with Customers, which replaces IAS 11 Construction
Contracts,

IAS 18 Revenue and related Interpretations (IFR3C 1
Customer Loyalty Programmes, IFRIC 15 Agreemen
for the Construction of Real Estate, IFRIC 18 Tfars

of Assets from Customers and SIC-31 Revenue—B
Transactions Involving Advertising Services)

The core principle of IFRS 15 is that an entity
recognises revenue to depict the transfer of preanis
goods or services to customers in an amount tlatte
the consideration to which the entity expects to be
entitled in exchange for those goods or services. A
entity recognises revenue in accordance with thi ¢
principle by applying the following steps:

(a) Step 1: Identify the contract(s) with a custome
(b) Step 2: Identify the performance obligationshia
contract

(c) Step 3: Determine the transaction price

(d) Step 4: Allocate the transaction price to the
performance obligations in the contract

(e) Step 5: Recognise revenue when (or as) thiy enti
satisfies a performance obligation

Early application of this standard is permitted.

ts

arter

*

This IFRS standard has not yet been adopted &®AKSB.

The Group has yet to assess the impact of theseanéwmended standards.
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FORTE ENERGY NL
(ABN 59 009 087 852)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Con tinued)
FOR THE YEAR ENDED 30 JUNE 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continu ed)
Basis of consolidation

The consolidated financial statements comprisdfittancial statements of Forte Energy NL and
its subsidiaries as at and for the period endedud@ each year (the Group). Interests in associates
are equity accounted and are not part of the cmt@detl Group.

Control is achieved when the Group is exposed, ag tights, to variable returns from its
involvement with the investee and has the abibtaffect those returns through its power over the
investee. Specifically, the Group controls an ineesf and only if the Group has:
» Power over the investee (i.e. existing rights thige it the current ability to direct the
relevant activities of the investee)
» Exposure, or rights, to variable returns fromritgolvement with the investee, and
* The ability to use its power over the investeeftect its returns

When the Group has less than a majority of thengodr similar rights of an investee, the Group
considers all relevant facts and circumstancessessing whether it has power over an investee,
including:

» The contractual arrangement with the other voteddrsl of the investee

* Rights arising from other contractual arrangements

* The Group’s voting rights and potential voting tigh

The Group re-assesses whether or not it controisnastee if facts and circumstances indicate
that there are changes to one or more of the thkements of control. Consolidation of a
subsidiary begins when the Group obtains contrer de subsidiary and ceases when the Group
loses control of the subsidiary. Assets, liab#itimcome and expenses of a subsidiary acquired or
disposed of during the year are included in theestant of comprehensive income from the date
the Group gains control until the date the Grougses to control the subsidiary.

Profit or loss and each component of other compraikie income (OCI) are attributed to the
equity holders of the parent of the Group and &rtbn-controlling interests, even if this resutts i
the non-controlling interests having a deficit b@la. When necessary, adjustments are made to
the financial statements of subsidiaries to brhrgrtaccounting policies into line with the Group’s
accounting policies. All intra-group assets andiliges, equity, income, expenses and cash flows
relating to transactions between members of theiare eliminated in full on consolidation.

If the Group loses control over a subsidiary, it:
» Derecognises the assets (including goodwill) aabilities of the subsidiary;
» Derecognises the carrying amount of any non-cdirtgpinterest;
» Derecognises the cumulative translation differenmxsorded in equity;
* Recognises the fair value of the considerationivede
» Recognises the fair value of any investment rethine
* Recognises any surplus or deficit in profit or lassl;
* Reclassifies the parent's share of components queli recognised in other
comprehensive income to profit or loss.
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FORTE ENERGY NL
(ABN 59 009 087 852)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Con tinued)
FOR THE YEAR ENDED 30 JUNE 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continu ed)
Segment reporting

An operating segment is a component of an entéyehgages in business activities from which it
may earn revenues and incur expenses (includingntms and expenses relating to transactions
with other components of the same entity), whossraipng results are regularly reviewed by the
entity’s chief operating decision maker to makeislens about resources to be allocated to the
segment and assess its performance and for whechetl financial information is available. This
includes start up operations which are yet to eavenues. Management will also consider other
factors in determining operating segments suchea®xistence of a line manager and the level of
segment information presented to the board of ttirec

Operating segments have been identified basedeomfitrmation provided to the chief operating
decision makers — being the executive managemamt te

Foreign currency translation

() Functional and presentatioturrency

Both the functional and presentation currency até&&nergy NL is Australian Dollars (A$). Each
entity in the Group determines its own functionatrency and items included in the financial
statements of each entity are measured using dhatiénal currency. The functional currency of
Forte Energy UK Limited is Great British Pounds (&B

(i) Transactions and balances

Transactions in foreign currencies are initiallgageded in the functional currency by applying the
exchange rates ruling at the date of the trangadtimnetary assets and liabilities denominated in
foreign currencies are retranslated at the ragxofiange ruling at the reporting date. All exchange
differences arising from the above proceduresalert to the profit and loss.

(iif) Foreign operations

As at the reporting date, the assets and liatsliiethe overseas subsidiary are translated at the
rate of exchange ruling at the reporting date drel dtatement of comprehensive income is
translated at the average exchange rates for th@dpeThe exchange differences arising on the
translation are taken through OCI and disclosedrsply as a component of equity. On disposal
of a foreign entity, the deferred cumulative amorgttognised in equity relating to that particular
foreign operation is recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Con tinued)
FOR THE YEAR ENDED 30 JUNE 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continu ed)
Cash and cash equivalents

Cash and cash equivalents in the statement aidiabposition comprise cash at bank and in hand
and short-term deposits with an original maturity tboree months or less that are readily
convertible to known amounts of cash and whichsaigect to an insignificant risk of changes in
value.

For the purposes of the Cash Flow Statement, @adltash equivalents consist of cash and cash
equivalents as defined above.

Trade and other receivables

Trade receivables, which generally are securityodié® held on 30-90 day terms, are recognised
and carried at the original amount less an allowdocany uncollectible amounts.

Collectability of trade receivables is reviewed am ongoing basis. Individual debts that are
known to be uncollectible are written off when ited. An impairment provision is recognised
when there is objective evidence that the Groupneil be able to collect the receivabiénancial
difficulties of the debtor, default payments or tdetnore than 60 days overdue are considered
objective evidence of impairment. The amount of ithpairment loss is the receivable carrying
amount compared to the present value of estimaitedlef cash flows, discounted at the original
effective interest rate.

Investments and other financial assets

Investments and financial assets in the scope dBB\A39Financial Instruments: Recognition
and Measuremenare categorised as either financial assets atvédire through profit or loss,
loans and receivables, held-to-maturity investmeatsavailable-for-sale financial assets. The
classification is determined on initial recognitiamd depends on the purpose for which the
investments were acquired. When financial asse&tserognised initially, they are measured at
fair value, plus, in the case of investments nofaat value through profit or loss, directly
attributable transaction costs.

Impairment
The Company assesses at each reporting date wiafinancial asset or group of financial assets
is impaired.

(i) Loans and receivables

Loans and receivables are non-derivative finarasakts with fixed or determinable payments that
are not quoted in an active market. Such assetsaaried at amortised cost using the effective
interest method. Gains and losses are recognisprbfit or loss when the loans and receivables
are derecognised or impaired, as well as throughathortisation process. These are included in
current assets, except for those with maturitiemigr than 12 months after balance date, which
are classified as non-current
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FORTE ENERGY NL
(ABN 59 009 087 852)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Con tinued)
FOR THE YEAR ENDED 30 JUNE 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continu ed)
Investments and other financial assets (contined)

(ii) Available-for-sale investments

Available-for-sale investments are those non-dérkiga financial assets, principally equity
securities that are designated as available-fer-safter initial recognition available-for-sale
securities are measured at fair value with gairlesses being recognised as a separate component
of equity until the investment is derecognised mifl the investment is determined to be impaired,
at which time the cumulative gain or loss previguslported in equity is recognised in profit or
loss.

The fair values of investments that are activelgdéd in organised financial markets are
determined by reference to quoted market bid pratéise close of business on the reporting date.

If there is objective evidence that an availablesale investment is impaired, an amount
comprising the difference between its cost anccitgent fair value, less any impairment loss
previously recognised in profit and loss, is transfd from equity to the income statement.
Reversals of impairment losses for equity instrumeriassified as available-for-sale are not
recognised in profit.

Derivative financial instruments

Derivative financial instruments are initially sdt at their fair value on the date a derivate
contract is executed and are subsequently carrifedr value at each reporting date. The resulting
gain or loss is recognised in profit or loss duragh reporting period.

The fair value of derivative financial instrumemtst traded in an active market is determined
using valuation techniques based on option prinioglels.

Exploration and evaluation expenditure

Expenditure on exploration and evaluation is actedirfor in accordance with the ‘area of
interest’ method. Exploration and evaluation exiieme is capitalised provided the rights to
tenure of the area of interest are current aneeith
* The exploration and evaluation activities are etgukt¢o be recouped through successful
development and exploitation of the area of intevesalternatively, by its sale; or
» Exploration and evaluation activities in the aréanterest have not at the reporting date
reached a stage that permits a reasonable asséssiriéye existence or otherwise of
economically recoverable reserves, and active mmifisant operations in or relating to,
the area of interest are continuing.

When the technical feasibility and commercial Viipof extracting a mineral resource have been
demonstrated then any capitalised exploration aveluation expenditure is reclassified as
capitalised mine development. Prior to reclasdifica capitalised exploration and evaluation
expenditure is assessed for impairment.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Con tinued)
FOR THE YEAR ENDED 30 JUNE 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continu ed)
Exploration and evaluation expenditure (continted)

Impairment

The carrying value of capitalised exploration anehleation expenditure is assessed for
impairment at the cash generating unit level whendacts and circumstances suggest that the
carrying amount of the asset may exceed its reableamount.

An impairment exists when the carrying amount ofageet or cash-generating unit exceeds its
estimated recoverable amount. The cash-generatiiigsuthen written down to its recoverable
amount. Any impairment losses are recognised ifitfoloss.

Plant and equipment

Plant and equipment is stated at historical cast é&cumulated depreciation and any accumulated
impairment losses. Such cost includes the costfcing parts that are eligible for capitalisation
when the cost of replacing the parts is incurreiil&rly, when each major inspection is
performed, its cost is recognised in the carryimyoant of the plant and equipment as a
replacement only if it is eligible for capitalisati. All other repairs and maintenance are
recognised in profit or loss as incurred.

Depreciation is calculated on a straight-line basisr the estimated useful life of the specific
asset as follows:

Plant and equipment — over 3 to 10 years.
Motor vehicles — over 5 years.

The assets’ residual values, useful lives and d&dien methods are reviewed, and adjusted if
appropriate, at each financial year-end.

Derecognition

An item of plant and equipment is derecognised wupsposal or when no further future economic
benefits are expected from its use or disposal.

Any gain or loss arising on derecognition of theedgcalculated as the difference between the net
disposal proceeds and the carrying amount of thetais included in profit or loss in the year the
asset is derecognised.

Leases
The determination or whether an arrangement isootains a lease is based on the substance of
the arrangement and requires an assessment of evhibil fulfilment of the arrangement is

dependent on the use of a specific asset or amsdtthe arrangement conveys a right to use the
asset.
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FORTE ENERGY NL
(ABN 59 009 087 852)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Con tinued)
FOR THE YEAR ENDED 30 JUNE 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continu ed)
(n) Leases (continued)

Group as a lessee

Finance leases that transfer substantially allrities and benefits incidental to ownership of the

leased item to the Group, are capitalised at tinensencement of the lease at the fair value of the
leased property or, if lower, at the present valithe minimum lease payments. Lease payments
are apportioned between finance charges and reduofi the lease liability so as to achieve a

constant rate of interest on the remaining balaridée liability. Finance charges are recognised

in finance costs in the statement of profit or loss

Capitalised leased assets are depreciated ovahthter of the estimated useful life of the asset
and the lease term if there is no reasonable ogrtthat the Group will obtain ownership by the
end of the lease term.

Operating lease payments are recognised as anssxpethe income statement on a straight-line
basis over the lease term. Operating lease in@nave recognised as a liability when received
and subsequently reduced by allocating lease pagni@tween rental expense and reduction of
the liability.

(o) Impairment of other non-financial assets

The Group assesses, at each reporting date, whbtrer is an indication that an asset may be
impaired. If any indication exists, or when annuapbairment testing for an asset is required, the
Group estimates the asset’s recoverable amouraséet’'s recoverable amount is the higher of an
asset’s or cash-generating unit's (CGU) fair valess costs of disposal and its value in use.
Recoverable amount is determined for an individisglet, unless the asset does not generate cash
inflows that are largely independent of those frother assets or groups of assets. When the
carrying amount of an asset or CGU exceeds itsvezable amount, the asset is considered
impaired and is written down to its recoverable ano

(p) Trade and other payables

Trade payables and other payables are carried attiaed cost. Due to their short term nature

they are not discounted. They represent liabilife@sgoods and services provided to the Group

prior to the end of the financial year that areaid@nd arise when the Group becomes obliged to
make future payments in respect of the purchadbesfe goods and services. The amounts are
unsecured and are usually paid within 30 daysadgeition.

() Provisions and employee benefits

Provisions are recognised when the Group has amrabligation (legal or constructive) as a
result of a past event, it is probable that anlowtbf resources embodying economic benefits will
be required to settle the obligation and a reliaddemate can be made of the amount of the
obligation.

When the Group expects some or all of a provismrbé reimbursed, for example under an
insurance contract, the reimbursement is recognésedh separate asset but only when the
reimbursement is virtually certain. The expensatied to any provision is presented in the profit
or loss net of any reimbursement.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continu ed)
Provisions and employee benefits (continued)

Provisions are measured at the present value ohgesment’s best estimate of the expenditure
required to settle the present obligation at thpoméng date. If the effect of the time value of

money is material, provisions are discounted usincurrent pre-tax rate that reflects the time
value of money and the risks specific to the lighilThe increase in the provision resulting from

the passage of time is recognised in finance costs.

Employee benefits
(i) Wages, salaries, annual leave and sick leave

Liabilities for wages and salaries, including nooratary benefits, annual leave and accumulating
sick leave expected to be settled within 12 mowofhihie reporting date are recognised in respect
of employees’ services up to the reporting dateyTére measured at the amounts due to be paid
when the liabilities are settled. Expenses for aoodmulating sick leave are recognised when the
leave is taken and are measured at the rates ppad/able.

The liability for leave not expected to be settdithin 12 months of the reporting date is
recognised and measured as the present value eftepfuture payments to be made in respect of
services provided by employees up to the repoudiatg using the projected unit credit method.
Consideration is given to expected future wage aalhry levels, experience of employee
departures, and periods of service. Expected fytayenents are discounted using market yields at
the reporting date on national government bonds teitms to maturity and currencies that match,
as closely as possible, the estimated future caslows.

Share-based payment transactions

The Group provides benefits to its employees (dicly key management personnel) and to non-
employees in the form of share-based payments,eliieservices are rendered partly or wholly in
exchange for shares or rights over shares (eqeitied transactions).

The Forte Energy NL Employee Share Option Planetuly in place, was approved by
Shareholders on 10 February 1996. The employee siion plan has been established where
Forte Energy NL may, at the discretion of the Boaychnt options over the ordinary shares of
Forte Energy NL to Directors and certain memberstaff of the Group. The options, issued for
nil consideration, are granted in accordance wighfggmance guidelines established by the
Directors of Forte Energy NL, although the Board-ofte Energy NL retains the final discretion
on the issue of the options. The options are issaed term of 5 years and are exercisable
beginning on the first anniversary of the date @ngg The options cannot be transferred and will
not be quoted on the ASX.

The cost of equity-settled transactions is measbsedeference to the fair value of the equity
instruments at the date at which they are grarifed. fair value is determined by an external
valuer using a Black & Scholes or Binomial optiondelling technique as appropriate, further
details of which are given in note 25.

In valuing equity-settled transactions, no accaanken of any vesting conditions, other than
conditions linked to the price of the shares oft€é&nergy NL (market conditions) if applicable.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continu ed)
Share-based payment transactions (continued)

The cost of equity-settled transactions is recaghisogether with a corresponding increase in
equity, over the period in which the performancaditons are fulfilled (the vesting period),
ending on the date on which the relevant recigsecbmes fully entitled to the award.

At each subsequent reporting date until vesting,ctimulative charge to the income statement is
the product of (i) the grant date fair value of éwveard; (ii) the current best estimate of the numbe

of awards that will vest, taking into account sdiattors as the likelihood of employee turnover

during the vesting period and the likelihood of fmmarket performance conditions being met; and
(i) the expired portion of the vesting period.

The charge to the profit or loss for the periodhis cumulative amount as calculated above less
the amounts already charged in previous periodsteTis a corresponding credit to equity.

Until an award has vested, any amounts recordedaregngent and will be adjusted if more or
fewer awards vest than originally anticipated tasdoAny award subject to a market condition is
considered to vest irrespective of whether or hat inarket condition is fulfilled, provided that al
other conditions are satisfied.

If the terms of an equity-settled award are modifigs a minimum an expense is recognised as if
the terms had not been modified. An additional egpeis recognised for any modification that
increases the total fair value of the share-basgthpnt arrangement, or is otherwise beneficial to
the recipient of the award, as measured at theadat®dification.

If an equity-settled award is cancelled, it is teglas if it had vested on the date of cancellation
and any expense not yet recognised for the awamectgnised immediately. However, if a new
award is substituted for the cancelled award arsigdated as a replacement award on the date
that it is granted, the cancelled and new awardraated as if they were a modification of the
original award, as described in the previous paiatgyr

The dilutive effect, if any, of outstanding optioissreflected as additional share dilution in the
computation of diluted earnings per share (see hie

Contributed equity

Ordinary shares are classified as equity. Increateists directly attributable to the issue of new
shares or options are shown in equity as a dedygtit of tax, from the proceeds.

Revenue recognition
Revenue is recognised and measured at the faie wdlthe consideration received or receivable to
the extent it is probable that the economic bengiitl flow to the Company and the revenue can

be reliably measured. The following specific redtign criteria must also be met before revenue
is recognised:
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continu ed)
Revenue recognition (continued)
() Interest Revenue

Revenue is recognised as interest accrues usingffgtive interest method. This is a method of
calculating the amortised cost of a financial assed allocating the interest income over the
relevant period using the effective interest ratbich is the rate that exactly discounts estimated
future cash receipts through the expected lifeheffinancial asset to the net carrying amount of
the financial asset.

(i) Dividends

Revenue is recognised when the Company’s righgdeive payment is established.

Income tax and other taxes

Current tax assets and liabilities for the currentl prior periods are measured at the amount
expected to be recovered from or paid to the tamatiuthorities based on the current period’s
taxable income. The tax rates and tax laws usedrgpute the amount are those that are enacted
or substantively enacted by the reporting date.

Deferred income tax is provided on all temporaffedences at the reporting date between the tax
bases of assets and liabilities and their carrgimgunts for financial reporting purposes.

Deferred income tax liabilities are recognised ddrtaxable temporary differences except when
the deferred income tax liability arises from théial recognition of goodwill or of an asset or

liability in a transaction that is not a businessnbination and that, at the time of the transaction
affects neither the accounting profit nor taxablafipor loss.

Deferred income tax assets are recognised foredllictible temporary differences, carry-forward
of unused tax credits and unused tax losses, texieat that it is probable that taxable profitlwil
be available against which the deductible tempodiffgrences and the carry-forward of unused
tax credits and unused tax losses can be utilisedpt when the deferred income tax asset
relating to the deductible temporary differencesesifrom the initial recognition of an asset or
liability in a transaction that is not a businessnbination and, at the time of the transaction,
affects neither the accounting profit nor taxabriefipor loss.

The carrying amount of deferred income tax assetsviewed at each reporting date and reduced
to the extent that it is no longer probable thdficgent taxable profit will be available to alloall
or part of the deferred income tax asset to besetll

Unrecognised deferred income tax assets are reaslsaseach reporting date and are recognised
to the extent that it has become probable thatdutaxable profit will allow the deferred tax asset
to be recovered.

Deferred income tax assets and liabilities are oregsat the tax rates that are expected to apply

to the year when the asset is realised or thelitial settled, based on tax rates (and tax laws)
that have been enacted or substantively enactée atporting date.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continu ed)

Income tax and other taxes (continued)

Deferred tax assets and deferred tax liabilitiesodiset only if a legally enforceable right exisis
set off current tax assets against current taliigs and the deferred tax assets and liabilities
relate to the same taxable entity and the samédaxauthority.

Other taxes

Revenues, expenses and assets are recognisedmeaafount of GST except:

* when the GST incurred on a purchase of goods amnices is not recoverable from the
taxation authority, in which case the GST is redsgh as part of the cost of acquisition of
the asset or as part of the expense item as aplgljand

» receivables and payables, which are stated withaiti@unt of GST included.

The net amount of GST recoverable from, or pay#dléhe taxation authority is included as part
of receivables or payables in the statement ohfired position.

Cash flows are included in the Cash Flow Stateroard gross basis and the GST component of
cash flows arising from investing and financingihates, which is recoverable from, or payable
to, the taxation authority is classified as parbpérating cash flows.

Commitments and contingencies are disclosed né¢thedfamount of GST recoverable from, or
payable to, the taxation authority.

Loss per share

Basic loss per share is calculated as net logbuwttible to members of the Company, adjusted to
exclude any costs of servicing equity (other thanddnds), divided by the weighted average
number of ordinary shares, adjusted for any boleraent.

Diluted loss per share is calculated as net patfitbutable to members of the Company adjusted
for:

» costs of servicing equity (other than dividends);

» the after tax effect of dividends and interest asged with dilutive potential ordinary
shares that have been recognised; and

» other non-discretionary changes in revenues orresgeeduring the period that would result
from the dilution of potential ordinary shares;

divided by the weighted average number of ordirsdrgres and dilutive potential ordinary shares,
adjusted for any bonus element.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continu ed)

Non-current assets and disposal groups heldifsale

Non-current assets and disposal groups are cledsif held for sale and measured at the lower of
their carrying amount and fair value less costsel if their carrying amount will be recovered
principally through a sale transaction. They ar¢ apreciated or amortised. For an asset or
disposal group to be classified as held for salenust be available for immediate sale in its
present condition and its sale must be highly potgba

An impairment loss is recognised for any initialsolbsequent write-down of the asset (or disposal
group) to fair value less costs to sell. A gainrdsognised for any subsequent increases in fair
value less costs to sell of an asset (or disposalp), but not in excess of any cumulative
impairment loss previously recognised. A gain asslaot previously recognised by the date of the
sale of the non-current asset (or disposal graugdognised at the date of derecognition.

Convertible loan

The component of the convertible loan that exhitlitaracteristics of a liability is recognised as a
liability in the statement of financial positiontn& transaction costs. The liability component is

initially recognised at fair value and subsequen#yried at amortised cost until extinguished on

conversion or redemption. Interest on the liabitigmponent of the instrument is recognised as an
expense. The fair value of any derivative featunbedded in the convertible note other than any
equity component is included with the liability cpament.
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLIC IES

The Group’s principal financial instruments comerisash, short-term deposits, investments,
borrowings, convertible notes and warrants.

The main purpose of these financial instrumentsoidinance the company’s operations. The
Group has various other financial assets and ii@silsuch as trade receivables and trade payables
which arise directly from its operations. The maisks arising from the Company’s financial
instruments are liquidity risk, cash flow intereate risk, foreign currency risk and equity price
risk. Other risks are also summarised below. Thar@oeviews and agrees policies for managing
each of these risks.

Cash flow interest rate risk

The Group’s exposure to the risks of changes inketainterest rates relate primarily to the
Group’s cash, short-term deposits, security depogith floating interest rates. These financial
assets with variable rates expose the Group toftmstinterest rate risk. The Group’s policy is to
manage this risk by comparing the interest ratesived with advertised available rates to ensure
competitiveness, whilst considering other mattershsas security and operational efficiencies.
The convertible note has a fixed interest rate oftier financial assets and liabilities in the fayfn
receivables, payables and available-for-sale invests are non-interest bearing. The Group does
not engage in any hedging or derivative transasttormanage interest rate risk.

The following tables set out the carrying amount rhgiturity of the Company’s exposure to
interest rate risk and the effective weighted ayeriaterest rate for each class of these financial
instruments. Also included is the effect on prafitd equity after tax if interest rates at that date
had been 1% higher or lower with all other variabield constant as a sensitivity analysis. The
choice of plus or minus 1% for the sensitivity as#éd reflects that, while recent movements in
Australian interest rates has been downward andinted economic pressures may result in
further falls, the external pressure from contiguimcertainty in European and United States
economies has caused the rate to remain steadse¥eral months and may lead to downward
pressure on Australian interest rates.

A reasonably possible change of 100 basis poinitsténest rates at the reporting date would have
increased (decreased) equity and profit or losstHey amounts shown below. This analysis
assumes that all other variables, in particulagifpr currency rates, remain constant. The analysis
is performed on the same basis for 2013.
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3. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLIC IES (Continued)
Floating Interest  Interest Rate Risk Sensitivity  Interest Rate Risk Sensitivity
Rate 2014 2013
-1% +1% -1% +1%
$ $ $ $ $

2014 2013 Loss Equity Loss Equity Loss Equity Loss Equity
(higher)/  higher/ (higher)/ higher/ (higher)/  higher/ (higher)/ higher/
lower  (lower) lower) (lower) lower  (lower) lower  (lower)
Financial assets:
Cash at Bank 92,467 146,013 (925) (925) 925 925 (1,460) (1,460) 1,460 1,460

Total 92,467 146,013 (925) (925) 925 925 (1,460) (1,460) 1,460 1,460
Weighted average
interest rate 0.90% 0.69%

Financial
liabilities:
Trade & other
payables

Total
Weighted average
interest rate

Net financial
assets (liabilities) 92,467 146,013 (925) (925) 925 925 (1,460) (1,460) 1,460 1,460

Based on the sensitivity analysis only interestenexe from variable rate deposits and cash
balances is impacted resulting in a decrease ogase in overall loss.

Price risk

The Group is exposed to changes in quoted pricess dhvestments in listed entities due to
general market forces or to factors specific tes¢éhentities. The Group’s policy is to regularly
monitor market trading performance of these invesiisand any public announcements issued, to
identify any concerns with long-term performancpestations.

Investments in Price Risk Sensitivity Price Risk Sensitivity
Listed Entities 2014 2013
-20% +10% -20% +10%
$ $ $ $ $

2014 2013 Loss Equity Loss Equity Loss Equity Loss Equity
(higher)/ higher/ (higher)/ higher/ (higher)/ higher/ (higher)/ higher/

lower (lower)  lower) (lower) lower (lower) lower (lower)
Investments 747,810 1,697 (149,562) (149,562) 74,781 74,781 (339) (339) 170 170
Total 747,810 1,697 (149,562) (149,562) 74,781 74,781  (339)  (339) 170 170
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLIC IES (Continued)

Credit risk

Credit risk arises from the financial assets of @reup, which primarily comprises cash and cash
equivalents, security deposits. The Group’s exmosuicredit risk arises from potential default by
the counter party, with a maximum exposure equ#héocarrying amount of these instruments as
indicated in the statement of financial positioxp&sure at balance date is addressed in each
applicable note. The Group manages this risk bgstimg with recognised credit worthy third
parties. Financial instruments held by the Growuaually spread amongst a number of financial
institutions all of which have credit ratings of A# better, to minimise the risk of counterparty
default. At statement of financial position date thajority of cash and cash equivalents are held
by two financial institutions with an S&P creditiray of AA.

The significant concentration of credit risk isrélation to security deposits, refer note 12.

Liquidity risk

Prudent liquidity management involves the mainteeanf sufficient cash, marketable securities,
committed credit facilities and access to capitatkats. It is the policy of the board to ensurd tha
the Group is able to meet its financial obligatiamsl maintain the flexibility to pursue attractive
investment opportunities through ensuring the Grhap sufficient working capital (refer note

2(b)) and preserving the 15% share issue limitlalbb to the Group under the ASX Listing

Rules.

Contractual maturities of financial liabilities fre years ended 30 June:

2014 2013
$ $

Payable
- less than 6 months 1,968,074 550,745
- later than 6 months 1,075,005 1,362,355
Total 3,043,079 1,913,100

Currency risk

The Group has exploration projects in the RepulglicGuinea and Mauritania, has established a
UK subsidiary and is listed on the London Stock liatge AIM. The Company has transactional
currency exposures. Such exposure arises from ditpes for exploration and evaluation which
can be affected significantly by movements in tH&$IA$ and Euro/A$ exchange rates and UK
management and regulatory costs which can be affesignificantly by movements in the
GBP/A$. The Group has investments with Canadianpemy, European Uranium Resources Ltd
which can be affected by movements in the CAD$/Aéhange rate.

The Group has not entered into any derivative fit@rnnstruments to hedge such transactions.
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3. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLIC IES (Continued)

At 30 June, the Group had the following exposuri®teign currency:

2014
AUD
usD CAD GBP EUR Total
Financial assets:
Cash and cash equivalents 232 - - - 232
Investments - 38,726 709,084 - 747,810

Financial liabilities:
Trade and other payables -

(152,968)(1,092,514) (1,245,482)

Convertible loan note - - (783,519) - (783,519)
Net exposure 232 38,726 (227,403)(1,092,514) (1,280,959)

2013

AUD

usD CAD GBP EUR Total

Financial assets:
Cash and cash equivalents 106,139 - - - 106,139
Investments - - 1,697 - 1,697
Financial liabilities:
Trade and other payables (4,928) - (71,485) (3,202) (79,615)
Convertible loan (1,172,992) - - - (1,172,992)
Net exposure (1,071,781) - (69,788) (3,202) (1,144,771)

The following sensitivity is based on the foreigarrency risk exposures in existence at the
statement of financial position date:

At 30 June 2014 and 2013 respectively, had theraliesh Dollar moved, as illustrated in the table
below, with all other variables held constant, faee profit and equity would have been affected as

follows:

Post Tax Profit Equity

2014 2013 2014 2013

$ $ $ $
AUD/USD + 10% (23) 107,178 (23) 107,178
AUD/USD - 10% 23  (107,178) 23 (107,178)
AUD/CAD + 10% (3,873) - (3,873) -
AUD/CAD - 10% 3,873 - 3,873 -
AUD/GBP + 10% 22,740 6,979 22,740 6,979
AUD/GBP - 10% (22,740) (6,979) (22,740) (6,979)
AUD/EUR + 10% 109,251 320 109,251 320
AUD/EUR - 10% (109,251) (320) (109,251) (320)
Total AUD + 10% 131,968 114,477 131,968 114,477
Total AUD — 10% (131,968) (114,477) (131,968) (114,477)
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLIC IES (Continued)

Fair values

All assets and liabilities recognised in the staetrof financial position, whether they are carried
at cost or at fair value, are recognised at amathatisrepresent a reasonable approximation of fair
value unless otherwise stated in the applicableesmiotApart from the available-for-sale
investments, for which the fair value is determinmsthg quoted market prices (level 1), and the
embedded derivatives within the convertible loahiclv have been valued using an option pricing
model (level 2) there are no financial assetsatilities carried at fair value.

SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of the financial statements reguinanagement to make judgements in applying
accounting policies and estimates and assumptiaisffect the reported amounts in the financial
statements. Management continually evaluates #isnagtions and estimates in relation to assets,
liabilities, contingent liabilities, revenue andpexses. Management bases its assumptions and
estimates on historical experience and on otheowsufactors it believes to be reasonable under
the circumstances, the result of which form thdsbakthe carrying values of assets and liabilities
that are not readily apparent from other sourcetu® results may differ from these estimates
under different assumptions and conditions.

Judgements made in applying accounting policies

Management applied judgement in applying the gaogcern basis of preparation, refer Note
2(b).

Estimations and assumptions

Management has identified the following significagtimates and assumptions made. Actual
results may differ from these estimates under @iffe assumptions and conditions and may
materially affect financial results or the finargasition reported in future periods.

Further details of the nature of these assumptams conditions may be found in the relevant
notes to the financial statements.

Impairment of capitalised exploration and evaluatexpenditure

The future recoverability of capitalised exploratiand evaluation expenditure is dependent on a
number of factors, including whether the Compangidks to exploit the related lease itself or, if
not, whether it successfully recovers the relatgadagation and evaluation asset through sale.

Factors that could impact the future recoverabilitglude the level of reserves and resources,
future technological changes, which could impaa tdost of mining, future legal changes
(including changes to environmental restorationgalblons) and changes to commodity prices.

To the extent that capitalised exploration and watidn expenditure is determined not to be
recoverable in the future, profits and net assedts be reduced in the period in which this
determination is made.

In addition, exploration and evaluation expenditisreapitalised if activities in the area of int&re
have not yet reached a stage that permits a relalsoassessment of the existence or otherwise of
economically recoverable reserves. To the extaatdetermined in the future that this capitalised
expenditure should be written off, profits and assets will be reduced in the period in which this
determination is made.
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SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS
(Continued)

Share-based payment transactions

The Company measures the cost of equity-settledddions with employees or other parties by
reference to the fair value of the equity instruteeat the date at which they are granted. The fair
value is determined by an external valuer using Biremial option pricing model, with the
assumptions detailed in note ZbBhe accounting estimates and assumptions relatineguity-
settled share-based payments would have no impadhe carrying amounts of assets and
liabilities within the next annual reporting peribdt may impact expenses and equity.

SEGMENT INFORMATION

Identification of reportable segments:

For management purposes, the Consolidated Entigrganised into two operating segments
based on geographical exploration regions.

Management monitors the operating results of operategments separately for the purpose of
making decisions about resources to be allocatetl gnassessing performance. Segment
performance is evaluated based on exploration @gtsresults obtained. Finance costs, finance
income and income taxes are managed on a group basi

The reportable segments of the Consolidated Eatéyas follows:

0 Mineral exploration in Mauritania.
0 Mineral exploration in Guinea.

Accounting policies and inter-segment transastion

The accounting policies used by the Group in répgpriegments are the same as those contained
in note 2 to the accounts and in the prior year.

It is the Consolidated Entity’s policy that if itenof revenue and expenses are not allocated to
operating segments then any associated assetsadiltids are also not allocated to segments.
This is to avoid asymmetrical allocations withirgseents which management believe would be
inconsistent.

The following items and associated assets anditiabiare not allocated to operating segments as
they are not considered part of the core operatbasy segment:
o0 Interestincome and cash balances
0 Net gains and losses on disposal of availabledte-mvestments
o Non-current assets classified as held for sale, and
o Corporate and administrative income and expenses ttan the depreciation of fixed
assets.
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5. SEGMENT INFORMATION (Continued)

Operating segments — 30 June 2014

Mauritania Guinea Total
uranium uranium
exploration exploration
$ $ $
Year ended 30 June 2014
Revenues
Other Revenue from external customers - - -
Total Segment revenue - - -
Unallocated items
Interest Income 1,987
Total revenue per statement of
comprehensive income (i) 1,987
Other unallocated income 145,091
Results
Segment (loss) (27,398) (1,291,435) (1,318,833)
Unallocated items
Other unallocated revenue 1,987
Other unallocated income 145,091
Administrative expenses (3,100,173)
Net loss before tax (4,271,928)
Segment assets as at 30 June 2014 23,984,068 7,125,963 31,110,031
Cash and cash equivalents 92,467
Other Corporate assets 1,099,543
Total assets per statement of financial
position as at 30 June 2014 32,302,041
Segment liabilities (996,905) - (996,905)
Unallocated liabilities (2,165,875)
Total liabilities (3,162,780)
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SEGMENT INFORMATION (Continued)

Operating segments — 30 June 2013

Mauritania Guinea Total
uranium uranium
exploration exploration
$ $ $
Year ended 30 June 2013
Revenues
Other Revenue from external customers - - -
Total Segment revenue - - -
Unallocated items
Interest Income 5,590
Total revenue per statement of
comprehensive income 5,590
Other unallocated income 312,268
Results
Segment (loss) (19,785) (55,164) (74,949)
Unallocated items
Other unallocated revenue 5,590
Other unallocated income 312,268
Administrative expenses (3,398,957)
Net loss before tax (3,156,048)
Segment assets as at 30 June 2013 22,497,443 8,330,227 30,827,670
Cash and cash equivalents 146,013
Non-current assets classified as held for 126,081
sale
Other Corporate assets 561,697
Total assets per statement of financial
position as at 30 June 2013 31,661,461
Segment liabilities (138,214) (3,876) (142,090)
Unallocated liabilities (1,698,171)
Total liabilities (1,840,261)
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5. SEGMENT INFORMATION (Continued)
Geographic information
2014 2013
$ $
Revenue (by location of assets)
Australia 552 4,519
United Kingdom 1,435 1,071
1,987 5,590
Non-current assets
Australia 7,490 10,480
Mauritania 23,984,068 22,497,443
Guinea 7,125,963 8,330,227
United Kingdom 5,792 85,361

31,123,313 30,923,511

Non-current assets for this purpose consist oft@ad equipment, exploration and evaluation assets.

6. REVENUE
Interest income 1,987 5,590
Total revenue 1,987 5,590

7. OTHER INCOME

Office sub-lease rent 145,091 184,608
Gain on derivative financial instruments - 127,660
Total other income 145,091 312,268
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8. ADMINISTRATIVE AND OTHER EXPENSES

Accounting and audit fees
Consulting fees

Depreciation of plant and equipment
Employee benefits expense (i)
Other employment expenses
Foreign exchange differences
Impairment loss on investments
Legal fees

Loan fees and costs

Loss on convertible loan

Media and public relations
Nominated advisor and broker fees
Promotions, roadshows and conferences
Reporting and listing costs

Share based payments - other
Telecommunication and computing
Travel and accommodation
Operating lease

Other

Total administrative and other expenses

() Employee benefits expense is comprised of:

Salaries and wages

Employee provisions

Share based payments

Other employee benefits expense
Total

9. TAXATION

The major components of income tax expense are:

Income Statement
Current income tax
Current income tax charge

Income tax expense reported in the income statement

2014 2013
$ $

153,825 194,593
223,545 48,314
95,210 89,887
789,241 1,030,987
5,477 13,490
1,628 3,434
607,516 28
201,089 78,868
61,268 49,279

- 548,428
67,497 154,662
122,354 106,750
706 18,823
101,788 96,592
- 189,727
80,270 84,389
124,797 137,172
247,321 413,610
244,508 146,759
3,128,040 3,405,792
776,776 785,555
(15,527) (17,416)
1,841 14,833
26,151 248,015
789,241 1,030,987

18,153 27,574
18,153 27,574

Current tax expense relates to assessable incoRutien Energy UK Limited.
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9. TAXATION (Continued)

2014 2013
$ $

A reconciliation from accounting loss to tax expeisas follows:
Accounting loss before income tax (4,271,928) (3,156,048)
At Company’s statutory income tax rate of 30%
(2013:30%) (1,281,578) (946,814)
Expenditure not allowable for income tax purposes 552 225,896
Deferred tax benefits not brought to account 1,299,179 748,492
Income tax expense reported in the Income Statement 18,153 27,574
Deferred income tax
Deferred income tax at 30 June relates to theviatig:
Deferred tax liabilities
Exploration & evaluation costs 9,318,017 9,224,474
Set-off of deferred tax assets (9,318,017) (9,224,474)
Net deferred tax liabilities - -
Deferred tax assets
Carried forward losses recognised to the extent of
deferred tax liabilities 9,318,017 9,224,474
Set-off of deferred tax liabilities (9,318,017) (9,224,474)

Deferred tax income/(expense)

The Company has other losses of $29,378,840 (2pA53954,703) for which no deferred tax asset has
been recognised. These losses are available imdbfiior offset against future taxable profits thie
Company in which the losses arose subject to ngpetrtain statutory requirements.

At 30 June 2014, the Company has other deductbhparary differences of $1,002,246 (2013: $572,671)

for which no deferred tax asset has been recognisee of these deductible temporary differenckgee
to investments in subsidiaries, associates or jantures.
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10. LOSS PER SHARE
The following reflects the loss used in the basid diluted loss per share computations:

2014 2013
$ $

Net loss attributable to ordinary equity holdershe® Company
(4,290,081)  (3,183,622)

Weighted average number of ordinary shares forchasi

earnings per share 1,218,161,175 874,116,124
Weighted average number of ordinary shares adjusted
for the effect of dilution 1,218,161,175 874,116,124

At the balance sheet date the Company had 9,00@pténs (2013: 98,652,500) and 2,250,000 partly
paid shares (2013: 2,250,000) on issue which cbaie a dilutive effect on basic earnings per sirare
future periods.

11. CASH AND CASH EQUIVALENTS

Cash at bank and in hand 84,517 146,013
Short term deposits 7,950 -
92,467 146,013

Cash at bank earns interest at floating rates basethily bank deposit rates. The carrying amouwiits
cash and cash equivalents represent fair value.

Short term deposits are held with banks with maasriof three months.
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2014 2013
$ $

12. TRADE AND OTHER RECEIVABLES
Environmental security deposit — Millenium project - 7,950
Exploration bank guarantee deposits - Mauritania 225,492 229,788
Rent security deposit - 100,296
VAT receivable — United Kingdom 60,663 68,441

286,155 406,475

Exploration bank guarantee deposits are non-intéessring. These deposits are required under theste
of the Mauritanian exploration licences as guamrtet minimum expenditure commitments will be
achieved. The guarantee deposits are for the tétheaexploration permit renewals (three yearsjimail
minimum expenditure has been demonstrated. Thesie@we held with Banque Nationale de Mauritanie,
one of the three largest commercial banks in Manigt

13. INVESTMENTS
$ $

At fair value

Held for Trading

Shares - listed 707,671 -
707,671 -

Available-for-sale Investments

Shares - listed 40,139 1,697

40,139 1,697

Investments consist of investments in ordinary efaaind therefore have no fixed maturity date apoa
rate. The fair value at 30 June 2014 included uisezhlosses during the financial year of $607,64®B13:
loss of $28) due to movement in equity prices amdenicy exchange rates.

Listed shares
The fair value of listed investments has been detexd directly by reference to published price
guotations in an active market. There are no iddiaily material investments.

On 10 March 2014 the Company received 680,000 shiaréSlobal Resources Investment Trust Plc
(“GRIT”) at a price of £1.00 per GRIT Share, a ca@myp listed on the main market of the London Stock
Exchange. The shares were received under a shahargge agreement whereby Forte Energy issued
170,000,000 fully paid ordinary shares to GRIT 4t @ence per share. It is expected that the GRdifesh
will be disposed of within 12 months to raise warkicapital. Accordingly the GRIT shares are receeghi

as ‘Held for trading’.

On 23 April 2014, the Company completed a privatessription for CAD$100,000 to acquire 1,111,111

shares and 555,555 warrants. The warrants wergegrarith a two-year expiry period to purchase share
in European Uraniurat CAD$0.15 per share.
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2014 2013
$ $
14. EXPLORATION AND EVALUATION EXPENDITURE
Carrying amount at beginning of year 30,748,247 28,463,555
Additions 1,551,382 2,284,692
Impairment (1,239,572) -
Carrying amount at end of year net of impairment 31,060,057 30,748,247

Exploration and evaluation costs have been cagddliat cost. An impairment expense of $1,239,572
(2013: Nil) was recognised when the Company decittedelinquish its exploration interests at its
Bohoduo project in Guinea after forming the viewttthe low prospectivity and economics of the mbje
did not warrant further expenditure. This impairtexrpense represents the whole amount of exploratio
and evaluation relating to the Bohoduo projectianidcluded in the Guinea’'s segment results aspted

in Note 5. No other impairment loss was recogniedtie 2014 financial year because either:

* The exploration and evaluation activities are eigued¢o be recouped through successful
development and exploitation of the area of intevesalternatively, by its sale; or

» Exploration and evaluation activities in each avéaterest have not at the reporting date
reached a stage that permits a reasonable asséssimtite existence or otherwise of
economically recoverable reserves, and active @rdfisant operations in or relevant to,
the area of interest are continuing.

The recoverability of the carrying amount of theplexation and evaluation assets is dependent on
successful development and commercial exploitatiomlternatively the sale of the respective ardas o
interest.

On 16 June 2014, the Company announced a binditey & intent had been executed to enter intard jo
venture agreement with EUU whereby Forte Energy magn a 50% interest in the Slovak uranium
projects of European Uranium for a total expenditfr CAD$4,000,000 over 10 years. Under the terims o
the agreement Forte Energy is required to pay CADE®O0 to European Uranium and fund work
commitments of CAD$350,000 during the first yeaio Maintain its interest in the joint venture
agreement, Forte Energy is required to meet minimmamual expenditure of CAD$350,000 per year for
years 2 to 10. An initial deposit of CAD$25,000 vgaéd to European Uranium on 16 June 2014.

Subsequent to the end of the reporting period,fimithee Joint Venture agreement was executed on 31

July 2014. A further CAD$250,000 has been paid twopean Uranium since the end of the reporting
period.
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15. PROPERTY, PLANT AND EQUIPMENT

2014 2013

$ $

Plant and equipment
Carrying amount at beginning of year net of accuatad
depreciation and impairment 175,264 240,058
Additions - 16,238
Disposals (24,165) -
Exchange differences 7,367 8,855
Depreciation (95,210) (89,887)
Carrying amount at end of year net of accumulated
depreciation and impairment 63,256 175,264
Plant and equipment
Cost 436,032 547,188
Accumulated depreciation and impairment (372,776) (371,924)
Net carrying amount at end of year 63,256 175,264
No impairment loss was recognised in the 2014 @B8Zhancial years.
16. TRADE AND OTHER PAYABLES
Trade payables 496,945 382,959
Accruals 1,471,129 167,786
Trade and other payables 1,968,074 550,745

Trade payables and accruals are non-interest Ilgeanith are normally settled on 30 day terms.

17. PROVISIONS

Employee
Benefits

$
At 1 July 2013 85,269
Movement during the year (12,866)
At 30 June 2014 72,403
Current 46,264
Non-current 26,139

72,403
At 1 July 2012 99,817
Movement during the year 14,548
At 30 June 2013 85,269
Current 46,853
Non-current 38,416

85,269
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18. CONVERTIBLE LOAN NOTE

On 30 April 2014 the Company entered into a shemitloan agreement to Darwin Strategic Limited
(“Darwin”). Under the agreement Forte has issug¢adan Note for £437,500 to Darwin, repayable by 10
August 2014. As the loan was not repaid by thig diden the loan amount increased to £481,250end t
repayment period was extended until January 2046wiD may elect to convert all or part of the lan
the lower of 0.4 pence per share or 80% of an geemsarket price calculated during the twenty days p

to conversion. Subsequent to the end of the reyprkeriod, shareholder approval was obtained on 30
July 2014 to issue 164,062,500 warrants to Darwvith &/ 5-year expiry and an exercise price of Ordcpe
per share and to ratify the issue of the convertibhn note. Adjustments can be made to the pfitieeo
Loan Note Warrants for certain prescribed custoreagnts in accordance with the Warrant Deed.

19. CONVERTIBLE LOAN

2014 2013
$ $
Convertible Loan - 1,172,992
- 1,172,992

On 6th June 2013, the Company announced that ieheted into a two year convertible loan facifiy
up to US$1,000,000 with Dutchess Opportunity Cayirand, Ltd (“Dutchess”) and that it had received
an initial drawdown of US$600,000.

Under the terms of the loan facility, Dutchess rabact to convert the face amount of the convertitda
(defined as 133% of the draw down amount) plusatterued interest into fully paid ordinary shares at
75% of the volume-weighted average market pricetlier 15 trading days immediately preceding the
conversion date. Interest shall accrue on all dmwdamounts at a rate of eight per cent per annum,
capitalised annually.

Forte Energy has the right at any time prior to riegurity date to repay all drawdown amounts togeth
with interest accrued thereon at a price equabi¥4d of the outstanding drawdown amounts and accrued
interest. All drawdown amounts together with ing¢raccrued shall be due and payable on the maturity
date at the aforementioned price if not repaidigy@ompany on or before the maturity date.

Between July and September 2013 the Company isEL@d52,047 ordinary shares to Dutchess Capital

in satisfaction of the initial drawdown amount o5$600,000. There have been no further drawdowns
under the facility between the end of the finangedr and the date of this report.
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20. CONTRIBUTED EQUITY

2014 2013
$ $
Issued And Paid Up Capital
1,416,495,311 (2013: 905,868,264)
ordinary shares, fully paid 89,138,292 85,307,346

2,250,000 (2013: 2,250,000) of 25 cent
value ordinary shares, paid to 1 cent 22,500 22,500
89,160,792 85,329,846

Effective 1 July 1998, the Corporations legislataivolished the concept of authorised capital amd pa
value shares. Accordingly, the Company does not laanhorised capital nor par value in respectof it
issued capital.

Partly paid shares have been issued at 25 ceotydirngly 24 cents remains uncalled.

(a) Movement in Ordinary shares on issue
Balance at beginning of the year 85,329,846 83,076,849
Shares issued:
- 78,980,000 shares issued from placement at A&
(1.95 cents) per share - 1,478,328
- 29,250,000 shares issued under equity financiojty
at 2.01 pence (2.98 cents) per share - 869,961
- Issue of 1,000 shares under short-form prospectus - 30
- Issue of 3,722,953 shares at 1.67 cents per &brare
Dutchess Capital facility fee - 62,067
- Issue of 113,752,047 shares under convertible loa 1,173,777 -
facility at 1.03 cents per share
- 226,875,000 shares issued from placement ateéhdep 1,536,522 -
(0.68 cents) per share
- 170,000,000 shares issued to GRIT under shateage 1,254,736 -
agreement at 0.4 pence (0.74 cents) per share
- Transaction costs arising from issue of shares (134,089) (157,389)

Balance at end of year 89,160,792 85,329,846

(b) Share Options
Options over ordinary shares:
During the financial year no options (2013: 93,686P) were issued over ordinary shares in the

Company. (2013: 88,652,500 options exercisable perdce on or before 2 August 2013 and
5,000,000 options exercisable at 3 pence on orédid February 2015).
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CONTRIBUTED EQUITY (Continued)

At the end of the year, there were 9,000,000 (2@83652,500) unissued ordinary shares in
respect of which options were outstanding. Theomgtioutstanding include
* 4,000,000 options with an exercise price of $0.428 a weighted average remaining
contractual life of 0.4 years, and
» 5,000,000 options with an exercise price of 3 pemog a weighted average remaining
contractual life of 0.3 years.

Terms and conditions of contributed equity

Ordinary Shares

Holders of ordinary shares are entitled to recdivaends as declared from time to time and at a
meeting, on a show of hands, every member presegudrson or by proxy shall have one vote and
upon a poll each shall have one vote per ordinaayes

In the event of the winding up of the Company, oaty shareholders rank after creditors and are
fully entitled to any proceeds of liquidation.

Partly Paid Shares

Holders of partly paid shares are entitled to neeélividends as declared from time to time in the
proportion that the amount paid up on the shareshieathe total amount payable. At a meeting,
on a show of hands, every member present in parstny proxy shall have one vote and such
shares shall upon a poll confer only that fractddrone vote which the amount paid up on that
share bears to the total par value. If calculatesults in a fraction of a vote, that fraction shal
disregarded.

In the event of the winding up of the Company, Iggstid shareholders rank equally with other
ordinary shareholders to the extent that they are pp, but after creditors, and are fully entitled
to any proceeds of liquidation.

Capital risk management

When managing capital (being equity of $29,139,281 at 30 June 2014), management’s
objective is to ensure the Consolidated Entity ic@s as a going concern as well as to maintain
optimal returns to shareholders and benefits foenstakeholders. Management also aims to
maintain a capital structure that ensures the lbwest of capital available to the Consolidated
Entity. Refer Note 2(b) further.

In order to maintain or adjust the capital struetdhe Consolidated Entity may adjust the amount

of dividends paid to shareholders, return capitahareholders, issue new shares, enter into “joint
venture agreements” or sell assets.
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CONTRIBUTED EQUITY (Continued)
The Company does not have a defined share buyglank

No dividends were paid in the year ending 30 JuiietZand no dividends are expected to be paid
in the year ending 30 June 2015.

There is no current intention to incur debt fundiog behalf of the company as on-going

exploration expenditure will be funded via convadidebt, equity, asset sales or “joint venture
agreements” with other companies.

The Consolidated Entity is not subject to any end#ly imposed capital requirements.

Management reviews management accounts on a mdveklg and reviews actual expenditures
against budget on a quarterly basis.

ACCUMULATED LOSSES AND RESERVES

Movements in accumulated losses were as follows:

2014 2013
$ $
Accumulated losses at 1 July (57,897,841) (54,714,219)
Net loss attributable to members of the Company (4,290,081) (3,183,622)
Accumulated losses at the end of the year (62,187,922) (57,897,841)
Other reserves:
Equity benefits  Foreign currency Total
reserve translation
$ $ $
At 1 July 2012 2,456,399 (70,261) 2,386,138
Foreign currency translation - (60,309) (60,309)
Share based payment 63,366 - 63,366
At 30 June 2013 2,519,765 (130,570) 2,389,195
Foreign currency translation - (224,645) (224,645)
Share based payment 1,841 - 1,841
At 30 June 2014 2,521,606 (355,215) 2,166,391

The Equity Benefits Reserve is used to record Hieevof share based payments provided to key
management personnel, directors and consultaqarasf remuneration.

The Foreign Currency Translation Reserve is useddord exchange differences arising from the
translation of the financial statements of foresgibsidiaries.
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22. CASH FLOW STATEMENT RECONCILIATION
2014 2013
$ $
a) Reconciliation of net loss after tax to net cash
flows from operations

Net loss (4,290,081) (3,183,622)
Adjustments for:
Depreciation 95,210 89,887
(Gain)/ loss on foreign exchange 1,628 3,434
Impairment loss on non-current assets held for sale - 44,355
Impairment loss on investments 607,516 28
Impairment loss on exploration assets 1,239,572 -
Share based payments 1,841 204,560
(Gain) on derivative financial instruments - (127,660)
Loss on convertible loan - 548,428
Other 156,704 -
Changes in assets and liabilities
Decrease in receivables 116,024 142,937
Decrease in prepayments 14,544 74,648
Increase in current tax liability 18,803 22,329
Increase/(Decrease) in trade payables 797,328 (425,107)
Decrease in provisions (12,866) (14,548)
Net cash from operating activities (1,253,777) (2,620,331)

b) Non-cash financing and investing activities

During 2013 the Company issued 170,000,000 shar@slgence (0.74 cents) per share to GRIT
under a Share Exchange agreement in exchange @gd@Bshares in GRIT. The Company did
not undertake any other non-cash financing andstmg activities (2013: Nil).
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RELATED PARTIES
Subsidiaries

The consolidated financial statements include ithential statements of Forte Energy NL and the
following subsidiary:

Country of % Equity Interest
Name Incorporation 2014 2013
Forte Energy UK Limited United Kingdom 100 100

Ultimate parent
Forte Energy NL is the ultimate parent company.

Forte Energy NL has undertaken to provide Forter@gn®&K Limited with sufficient financial
support to enable Forte Energy UK Limited to camirirading as a going concern, and discharge
its debts and liabilities as they fall due.

Key management personnel
Details relating to key management personnel, diolyiremuneration paid and other transactions,
are included in note 24.

Transactions with related parties
Transactions between Forte Energy NL and its sidrgid

Inter-company Account

Forte Energy UK Limited provides management sesvinghe United Kingdom on behalf of
Forte Energy NL for which it receives a fee. Fdgteergy NL provides working capital to Forte
Energy UK Limited and recognises payment of the agament fees through inter-company loan
accounts. Transactions between Forte Energy NLFanig Energy UK Limited during the year
ended 30 June 2014 consisted of:

® Working capital advanced by Forte Energy NLgdan

(i) Management fees charged by Forte Energy UKitach

The above transactions were made interest freenwitiixed terms for the repayment of
outstanding balances.

At balance date the amount payable by Forte Endtgio its controlled entity was $444,770 (30
June 2013: $37,597).

There were no other related party transactiong &qwein those with Key Management Personnel
(note 24).
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24. KEY MANAGEMENT PERSONNEL DISCLOSURES
(a) Details of Key Management Personnel

G R Featherby Chairman appointed 2 August 2004

M D Reilly Managing Director appointed 2 August 200

C D Grannell Director (non-executive) appointed griA2005

J G Leahy Director (non-executive) appointed 26ilA3¥12

S Yelland Chief Operating Officer appointed 1 Seyider 2011, ceased 22 October
2013

M R Wylie Company Secretary appointed 5 Novemb&820

There were no changes of the Executives or key gaanant personnel between the reporting date and the
date the Financial Report was authorised for issue.

(b) Compensation of Key Management Personnel

2014 2013
$ $
Short-term employee benefits 719,597 1,062,629
Post-employment benefits 62,083 76,325
Other long-term benefits 6,414 6,414
Termination benefits - -
Share based payments 1,841 14,833
789,935 1,160,201
0] In 2014, short-term employee benefits includes f@@®accrued benefits

(c) Options held by Key Management Personnel

Share options held by Key Management Personnel thaviellowing expiry dates and exercise prices

Issue date Expiry date Exercise price 2014 2013
Number Number
outstanding outstanding
2009 2012 $0.20 - 4,500,000
2011 2014 6 pence - 1,000,000
2012 2013 3 pence - 1,700,000
- 7,200,000

There were no partly paid shares held by Key Manamt Personnel in 2014 (2013: nil).

All equity transactions with key management pensbrother than those arising from the exercise of
remuneration options have been entered into urderstand conditions no more favourable than those
the Company would have adopted if dealing at aterigth.
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24, KEY MANAGEMENT PERSONNEL DISCLOSURES (Continued)

(d) Other transactions and balances with Key Mameage Personnel and their related parties.

From 1 September 2011, the Company began rentingffene at normal market prices from an entity
associated with G R Featherby. During the yeamtgrdgyments of $30,423 (2013: $122,891) were made
to the entity. At 30 June 2014 there was an outlstgrbalance of $27,982.

During the financial year amounts totalling $2954&ere loaned to the Company by M D Reilly. The
loans are interest free with no contracted repaymate.

25. SHARE-BASED PAYMENT PLANS

(a) Share Options issued as Remuneration
During the year there were no unlisted options 801il) issued as remuneration to Directors of the
Company. During the year there were no unlistedoopt(2013: nil) issued to other Key Management
Personnel.

(b) Summary of options:

The following table illustrates the number (No.Jdaneighted average exercise prices (WAEP) of, and
movements in, share options issued during the year:

2014 2014 2013 2013

No. WAEP No. WAEP
Outstanding at the beginning of the year 98,652,500 0.053 19,000,000 0.139
Granted during the year - - 93,652,500 0.050
Forfeited during the year (1,000,000) 0.100 - -
Exercised during the year - - -
Expired during the year (88,652,500) 0.045 (14,000,000) 0.146
Outstanding at the end of the year 9,000,000 0.086 98,652,500 0.053
Exercisable at the end of the year 9,000,000 0.086 98,152,500 0.053

2014 2013

$ $

Expense arising from equity-settled share-basethpaytransactions 1,841 204,560
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25. SHARE-BASED PAYMENT PLANS (Continued)
Compensation options granted and option pricing moell inputs:

5,000,000 unlisted warrants expiring on 14 Febri2fty5 were issued on 27 February 2013 to Darwin
Strategic Limited, under the terms of a GBP 10 ionlldiscretionary equity financing facility. The
warrants are exercisable at GBP 3 pence each aitlé éme holder to one fully paid ordinary shametlie
Company once exercised.

The fair value of the warrants is calculated bamethe below option pricing model as the fair vadfi¢he
service rendered could not be reliably measured.

The Binomial model inputs for unlisted warrantsiiesd on 27 February 2013 included:

(a) 5,000,000 warrants were granted for no conatier. Entitlements to the warrants vested at grant
date

(b) Exercise price of options: 3 pence.

(c) Time to maturity: 1.96 years

(d) Underlying security spot price at date of opigrant: 1.96 pence

(e) Risk of underlying share/Annualised standardat®n: 87%

(f) Expected Dividend yield: Nil

(9) Expected life: 1.96 years

(h) Risk-free interest rate: 0.39%.

The Binomial model inputs for 88,625,000 unlistearrants issued on 3 August 2012 included:

(a) 88,625,000 warrants were granted for no consiide. Entitlements to the warrants vested attgran
date

(b) Exercise price of options: 3 pence.

(c) Time to maturity: 1 year

(d) Underlying security spot price at date of optigrant: $0.02

(e) Risk of underlying share/Annualised standardat®n: 80%

(f) Expected Dividend yield: Nil

(9) Expected life: 1 year

(h) Risk-free interest rate: 0.21%.

The Binomial model inputs for unlisted options isdwn 13 July 2011 included:

(a) 1,000,000 options were granted for no consiaeraEntitlements to the options vest 50% at 1
September 2012 and 50% at 1 September 2013

(b) Exercise price of options: 6 pence.

(c) Time to maturity: 5.14 years

(d) Underlying share price range at date of optignasit: $0.072

(e) Risk of underlying share/Annualised standandadion: 95%

(f) Expected Dividend yield: Nil

(g) Expected life: 5 years

(h) Risk-free interest rate: 4.675%.
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25. SHARE-BASED PAYMENT PLANS (Continued)

The Binomial model inputs for unlisted options sgdwn 27 September 2011 included:

(a) 4,000,000 options were granted for no constaera2,000,000 options vested at 1 February 2012
and 2,000,000 options vested at 6 February 2012

(b) Exercise price of options: 12.5 cents.

(c) Time to maturity: 3.35 years and 3.36 years

(d) Underlying share price range at date of optignast: $0.043

(e) Risk of underlying share/Annualised standardat®n: 95%

(f) Expected Dividend yield: Nil

(9) Expected life: 3 years

(h) Risk-free interest rate: 3.66%.

Weighted average fair value:

There were no options granted during 2014. The ety average fair value of options granted during
2013 was $0.0019 per option.

Range of exercise price:

The range of exercise prices for options outstapdinthe end of the year was $0.054 - $0.125 (2013:
$0.050 - $0.125).

Weighted average remaining contractual life:

The weighted average remaining contractual lifetiershare options outstanding as at 30 June 300.% i
years (2013: 0.27 years).
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COMMITMENTS AND CONTINGENCIES

Exploration Commitments
In order to maintain current rights of tenure tglexation tenements, the Group is required to

meet minimum expenditure requirements of the relewagulatory bodies. Minimum expenditure
requirements including permit rentals are $641,23213: $583,578). These commitments are
subject to renewal of the permits, renegotiatioorupxpiry of the exploration permit or when
application for a mining permit is made. These camants are not provided for in the financial

statements.

Exploration commitments contracted for at reportitade but not recognised as liabilities are as
follows:

2014 2013
$ $
Exploration commitments
Within one year 641,232 583,578
After one year but no more than five years - -
641,232 583,578

Operating Lease Commitments — Group as lessee
The commercial lease for rental of the Group’s heflide in Perth reverted to a monthly basis

from 31 August 2013.The Group terminated its ldasds office in London in January 2014.

Future minimum rental payable under the operatiagés at 30 June are as follows:

2014 2013
$ $
Within one year 1,650 173,766
After one year but no more than five years - 39,187
After more than 5 years - -
Total minimum lease payments 1,650 212,953

(c) Contingent Asset

There are no contingent assets.

(d) Contingent Liabilities

There are no contingent liabilities.
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27. EVENTS AFTER THE REPORTING DATE

e On 30 July 2014, shareholders approved a placeofiarqt to 600 million shares and 300 million
warrants and a Share Purchase Plan for up to 20@mshares to raise additional working
capital. Shareholders also ratified the issue d iillion shares to GRIT under the share
exchange agreement and approved the grant of 188@Bwarrants to Darwin Strategic Capital.

e On 31 July 2014 the Company executed a definitvi@tVenture agreement with European
Uranium.

28. AUDITORS' REMUNERATION

2014 2013

Amounts received or due and receivable by Ernst &

Young for audit services — being an audit or reviduhe

financial report of the Consolidated Entity 54,637 49,440

Amounts received or due and receivable by CrowekCla

Whitehill LLP for audit services — being an audit o

review of the financial report of Forte Energy UkdL 12,669 12,118
67,306 61,558

29. PARENT ENTITY INFORMATION

Current assets 950,531 277,545
Total assets 31,715,721 31,263,563
Current liabilities 1,735,281 390,091
Total liabilities 2,538,800 1,563,082
Net assets 29,176,921 29,700,481
Issued capital 89,160,792 85,329,846
Retained losses (62,505,477) (58,149,130)
Share-based payments reserve 2,521,606 2,519,765
Total shareholders’ equity 29,176,921 29,700,481
Loss of the parent entity (4,356,347) (3,279,925)
Total comprehensive income of the parent entity ,394,188) (3,486,443)

The parent entity does not have any contingenilitias.

The parent entity has no contractual commitmentslation to the acquisition of property, plant or
equipment.
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DIRECTORS’ DECLARATION

In accordance with a resolution of the DirectorForte Energy NL, | state that:
1. In the opinion of the Directol

(a) the finanial statements and notes of tConsolidated Entityare in accordance with tl
Corporations Act 2001, includir

0] giving a true and fair view of trConsolidated Entity’sinancial position as at &
June 2@4 and of its performance for the year endadhat date; ar

(ii) complying witt Australian Accounting Standardéncluding the Australial
Accounting Interpretation and theCorporations Regulations 2001;

(b) subject to the matters described in No Going Concernthere are reasonal grounds to
believe that th&€€onsolidated Entil will be able to pay its debts as and when they imex
due and payable.

2. The financial statements and the notes also comatii International Financial Reportir
Standards as disclosed in not

3. This declaration has been made after receiving théard¢ions required to be made to
Directors in accordance with Section 295A of thep@oations Act 2001 for the financial ye
ending 30 June 2014.

On behalf of the Board

1]

1\’
i\

MARK REILLY
MANAGING DIRBCTOR

30 September 2014
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Independent auditor's report to the members of Forte Energy NL

Report on the financial report

We have audited the accompanying financial report of Forte Energy ML, which comprizes the consolidated
statement of financial position as at 30 June 2014, the consclidated statement of comprehensive income,
the consolidated statement of changes in equity and the consolidated statement of cash flows for the year
then ended, notes comprising a summary of significant accounting policies and other explanatory
information, and the directors' declaration of the consolidated entity comprising the company and the
entities it controlled at the year's end or from time to time during the financial year.

Directors' responsibility for the financial report

The directors of the company are responsible for the preparation of the financial report that gives a true
and fair view in accordance with Australian Accounting Standards and the Corporations Act 2001 and for
such internal controls as the directors determine are necessary to enable the preparation of the financial
report that is free from material misstatement, whether due to fraud or error. In Mote 2, the directors also
state, in accordance with Accounting Standard AASE 101 Presentation of Financial Statements, that the
fimancial staterments comply with International Financial Reporting Standards.

Auditor's responsibility

Qur responsibility is to express an opinion on the financial report based on our audit. We conducted our
audit in accordance with Australian Auditing Standards. Those standards reguire that we comply with
relevant ethical requirements relating fo audit engagements and plan and perform the audit to obtain
reasonable assurance about 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 fimancial report. The procedures selected depend on the auditor's judgment, 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
imternal 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 owverall
presentation of the financial report.

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

Independence
In conducting our audit we have complied with the independence requirements of the Corporations Act

2001. We have given to the directors of the company a written Auditor's Independence Declaration, a
copy of which is included in the directors’ report.
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Opinion
In cur opinion:

a. the financial report of Forte Energy ML is in accordance with the Corporations Act 2001,
including:

i giving & true and fair view of the consolidated entity's financizl position as at 30 June 2014
and of its performance for the year ended on that date; and

i complying with Australian Accounting Standards and the Corporations Regulations 2001;
and

. the financial report also complies with International Financial Reperiting Standards as disclosed in
Mote 2.

Emphasis of Matter

Without gualifying our opinion, we draw attention to Mote 2 in the financial report. These conditions
indicate the existence of @ material uncertainty that may cast significant doubt about the consolidated
entity's ability o continue as a going concern and therefore, the consolidated entity may be unable to
realise its assets and discharge its liabilities in the normal course of business.

Report on the remuneration report

We have sudited the Remuneration Report included within the directors' report for the year ended 30
June 2014, The directors of the company are responsible for the preparation and presentation of the
Remuneration Report in accordance with section 3004A of the Corporations Act 2001 . Our responsibility is
to express an opinicn on the Remuneration Report, based on our audit conducted in accordance with
Australian Auditing Standards.

Opinion

In our opinion, the Remuneration Report of Forte Energy ML for the year ended 30 June 2014, complies
with section 3004 of the Corporations Act 2001

'Em.‘n/t 2 (,P;a_,,_n .$.
Ernst & Young Cf/l
Fiona Drummond

Partner

Perth
30 September 2014
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