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FORTE ENERGY NL
(ABN 59 009 087 852)

DIRECTORS REPORT
FOR THE YEAR ENDED 30 JUNE 2013

Your Directors submit their report for the year edd0 June 2013. The financial report of Forte &per
NL for the year ended 30 June 2013 has been as#ubfor issue in accordance with a resolution ef th
directors on 30 September 2013.

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 25 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 faligwsted company directorship:

Hawkley Oil & Gas Limited * — appointed 24 Febru2g12.
Patagonia Gold plc * — appointed 8 April 2013.

* Denotes current directorship

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

Mr. Reilly joined the Board on 2 August 2004. MrilRehas over 18 years’ experience in advisory work
with extensive experience in the mining, bankind &nance industries. He worked with Pricewaterlgous
Coopers in Perth before establishing a practica @®ienn Featherby and has not been a Director pf an
other listed companies in the past three year§ ttuBe 2013.

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@iéicer of European Goldfields Limited, a company
listed on the Toronto Stock Exchange and the AlMkaof the London Stock Exchange. Since 2006 Mr
Grannell has been involved in the set up, capigaimg and public listing of numerous resource
companies.

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



FORTE ENERGY NL
(ABN 59 009 087 852)

DIRECTORS REPORT (Continued)
FOR THE YEAR ENDED 30 JUNE 2013

DIRECTORS REPORT (Continued)
James Gerald Leahy, (Non-Executive Director, appoiied 26 April 2012)

Mr Leahy joined the Board on 26 April 2012. Mr Lgdimas more than 28 years’ experience in the mining
sector as a senior mining analyst and specialrpiocate broker with expertise in international itesional

and hedge funds, foreign capital and private equitivkets. He held positions at Rudolf Wolff, James
Capel, Laing & Cruickshank and Canaccord beforeingi Mirabaud Securities, as a founding partner of
the natural resources team, offering specialisadl quality stockbroking to corporate and instituéibn
clients. Mr. Leahy has advised a number of nattgsburce focused funds in the UK, raised more than
US$2 billion in equity for resource companies aadipipated in over 30 IPO’s over his career.

During the past three years he has held the faigwsted company directorships:

Alberta Coal Corp — appointed 26 February 201ignesl 29 March 2011.
Continental Coal Ltd — appointed 27 May 2011, nesty31 July 2013.
Bacanora Minerals Limited * — appointed 29 Junel201

African Power Corp * — appointed June 2011.

OPI International — appointed 9 September 201igmed 31 July 2012.
Mineral Commodities Limited * — appointed Januafj 2.

* Denotes current directorship

COMPANY SECRETARY

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

Mr Wylie was appointed Company Secretary on 5 Nd&m2008. He has more than 30 years experience

in administrative and accounting roles in both plwblic and private sectors. He has also held Cognpan
Secretary positions with two other listed companies



FORTE ENERGY NL
(ABN 59 009 087 852)

DIRECTORS REPORT (Continued)
FOR THE YEAR ENDED 30 JUNE 2013

DIRECTORS REPORT (Continued)
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 17,416,333 -
C.D. Grannell 7,700,000 -
J.G. Leahy 1,600,000 -

None of the Directors’ shareholdings in the Compareysubject to hedging.
DIVIDENDS

No dividend has been paid since the end of theiquewiinancial year. The Directors recommend tlaat n
dividend be paid in respect of the current finainpéar.

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 reptirg Company continues to investigate resource
opportunities. Currently these are focused on tbm@any’s exploration licences in West Africa in the
Republic of Guinea and the Islamic Republic of Mizmia.

Uranium Exploration - Mauritania

» During September 2012, SEMS Exploration Ltd congaedver 470 line km of combined high
resolution ground magnetic and radiometric survegrdhe A238 prospect in Mauritania. The
survey confirmed the structural control of the AZ88spect in the Zednes shear zone; extension
of the main shear zone to the south for over 3.94elpw the quaternary cover; and that the
structure continues to the north for over 2km, rieaurface and outcropping.

» As part of the preliminary economic assessment (P&Ady, an environmental base line and
social impact assessment was completed on the @§é\a licence in Mauritania, which contains
the A238 prospect.

* In December 2012 a Reverse Circulation (RC) dgllprogramme was completed at the A238
prospect in Mauritania. 28 holes were drilled, totg 4,115m. Assay results from the drilling
programme released on 12 March 2013 confirmedrmtemt narrow mineralisation over a strike
length of 0.5km to the north of the existing A238sBurce.



FORTE ENERGY NL
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DIRECTORS REPORT (Continued)
FOR THE YEAR ENDED 30 JUNE 2013

DIRECTORS REPORT (Continued)

In 2013 the Company conducted a systematic revieitsaegional database. 27 targets were
identified along major NW and WNW structures withire Forte Mauritanian licences. Four high
priority targets were identified, two of which alecated within an 8km radius of the A238
prospect.

In May and June 2013 the Company carried out aralirdrilling programme at Hassi Baida
comprising 214 holes of aircore drilling averagit@m in depth for a total of 2,190m. Following
the completion of the drilling at Hassi Baida, arslscout drilling programme was completed in
the covered area 7km to the south east of the AP88pect. Assay results from the drilling are
expected shortly.

During the June quarter, ground vehicle borne radidic surveys, covering an area of 176km
were completed in prospective areas in the vicinitghe A238 prospect. The results from the
surveys were encouraging and will be used to spleteintial future drilling targets.

Uranium Exploration - Guinea

Following the 2011/12 field season, a revised JOR€&burce was announced for Firawa on
6 July 2012 of 30.3Mt @ 295ppm:0s for 19.5Mlbs of contained 4Dg (100ppm cut-off), an
increase of 68%.

Encouraging assay results from RC drilling at tremPany’s other Guinea project, Bohoduo,
were also released in July 2012, confirming neattdace uranium mineralisation over a strike
length of 2.3km, with best intersections includ2dm @ 506ppm &Ds.

Following an audit conducted by KPMG initiated betGuinean government in 2012, Forte
Energy were notified that its licences in Guinea #&wlly compliant with the Exploration
legislation. Applications for licence extensionsrevaubmitted in July 2012, and are now being
reviewed following the audit results.

Uranium Resources

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

Project Resource Tonnage Grade Contained
Category (MY) (ppm U3Og) U305 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
fe Inferred 76.3 262 43.9
Total 76.8 266 44.9

* A238NW Anomaly included in the A238 Inferred Resources
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DIRECTORS REPORT (Continued)
FOR THE YEAR ENDED 30 JUNE 2013

OPERATING AND FINANCIAL REVIEW (Continued)
Corporate

» After receiving shareholder approval at a meetielg lon 2 August 2012, the Company completed
the second tranche of the placement announcecha 2012 with the issue of 78,980,000 shares.
The shares were issued at 1.25 pence per shaiegrai$l.4m before costs. 86,702,500 attaching
unlisted options exercisable at 3 pence per sharer defore 3 August 2013 were also granted
after obtaining shareholder approval.

» During 2013, the Company entered into detailed tiations on several prospective corporate
transactions however agreement could not be reaoheterms that were acceptable to the
Company at that time.

e On 15th February 2013, Forte Energy announced ithdtad entered into a £10 million
discretionary Equity Financing Facility (“EFF”) witDarwin Strategic Limited (“Darwin”), a
majority owned subsidiary of Henderson Global Inges Volantis Capital (“Henderson
Volantis”). During March the Company raised £587,1defore expenses through the issue of
29,250,000 shares to Darwin under the EFF.

* On 6th June 2013, Forte Energy announced thatditeiméered into a two year convertible loan
facility for up to US$1,000,000 with Dutchess Oppaity Cayman Fund, Ltd (“Dutchess”) and
that it had received an initial drawdown of US$&TD.

Operating Results for the year and financial positn

The loss after income tax for the financial yeas 8,183,622 (2012: $2,656,018) 30 June 2013 the
Group had cash and cash equivalents of $146,018eatraksets of $29,821,200.

Shareholder Returns

Shareholder returns are anticipated to be achiev@dcapital growth of the listed share price. The
Company’s Australian closing share price as at@ 2013 was 1.1 cents compared to 1.8 centsths at
close of business on 30 June 2012. The share giribe date of this report is 0.8 cents. The Com s
continued to operate in an economic environmeritrdraains difficult for uranium explorers, partiatlly
since the Fukushima nuclear incident in 2011.

Share issues during the year

On 3 August 2012 the Company issued 75,080,00@slzrl.25 pence (approximately $0.02) per share to
institutional investors under the second trancha placement announced in June 2012. The placement
was completed with the issue of a further 3,900 8l@dres on 2 November 2012. On 6 March 2013, the
Company issued 29,250,000 shares for a draw dovderuan equity finance facility which raised
£587,177 ($869,961) before costs. 1,000 shares wsted on 14 March 2013 under a short-form
prospectus that was required to facilitate second@ding of the shares issued to Darwin Strategic
Limited.3,722,953 shares were issued on 5 June 29Fatisfaction for a commitment fee associatdial wi

a convertible loan facility entered into at thahei. Since the end of the reporting period, a @rrth
113,752,047 shares were allotted following conwersif loan funds by Dutchess and 42,000,000 shares
were allotted in the first tranche of a placememtaunced on 15 August 2013.
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DIRECTORS REPORT (Continued)
FOR THE YEAR ENDED 30 JUNE 2013

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:

* A placement to institutional shareholders at 1.26ge per share announced on 6 June 2012, was
undertaken in two tranches, raising more than $8fare costs.

» Since June 2012, the Company’s total uranium ressuhave increased by 57% to 76.8 @
266ppm UYOg for 44.9Mlbs contained iDg (100ppm cut-off) after announcing increased
resources for both the A238 prospect in Mauritamd the Firawa prospect in Guinea.

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, theules of those operations, or the state of affairthe
Company in subsequent financial years except fofdhowing:

« On 11 July 2013, the Company announced the propesegiisition of Leo Mining and
Exploration Limited (“Leominex”), an unlisted compawith interests in a portfolio of uranium
and rare earth elements (“REE”) assets in Africa.

e The Company announced a placing of up to £2.5 anill{A$4.25 million), conditional on the
proposed Leominex acquisition.

« On 16 September 2013, the Company advised thatrtpmsed Leominex acquisitiomould not
proceed because the parties could not agree oaircgnoposed material amendments to the
agreed terms including the withdrawal by Leominésame of the assets. A reduced placement
expected to raise approximately £0.75m (A$1.29iom)l before costs.

» Between July and September 2013 the Company isklL@d@52,047 ordinary shares to Dutchess
Capital in satisfaction of the initial drawdown amé of US$600,000.

LIKELY DEVELOPMENTS AND EXPECTED RESULTS

Further information about likely developments ie thperations of the Company and the expected sesult
of those operations in future financial years haisheen included in this report because disclostithat
information would be likely to result in unreasol@prejudice to the Company.

ENVIRONMENTAL REGULATION AND PERFORMANCE

The Company has an environmental security depdsi$7g950 (2012: $7,950) in relation to the
Millennium mining leases in Queensland. There Hagen no calls on this deposit up to the date af thi
report. The Board believes that the Company haguade systems 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 2013

SHARE OPTIONS

Unissued Shares

As at the date of this report, there were 10,00 @tissued ordinary shares under options. Refaote
21 of the financial statements for further detaflshe options outstanding at 30 June 2013.

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 (2012: 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.
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DIRECTORS REPORT (Continued)
FOR THE YEAR ENDED 30 JUNE 2013

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
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 tovaeeemployment 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 kigkillled 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 calilargilst incurring a cost that is acceptable targhalders.

10
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DIRECTORS REPORT (Continued)
FOR THE YEAR ENDED 30 JUNE 2013

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 fees fganon-executive directors of comparable comganie
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 2013 and 30 June 2012 are
detailed in Tables 1 and 2 on pages 13 and 14fdport.

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).

11
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DIRECTORS REPORT (Continued)
FOR THE YEAR ENDED 30 JUNE 2013

REMUNERATION REPORT (Audited) (Continued)
Fixed Remuneration

Objective
The level of fixed remuneration is set so as tovigl® 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 2013 (2012:
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 14.

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

12
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DIRECTORS REPORT (Continued)
FOR THE YEAR ENDED 30 JUNE 2013

REMUNERATION REPORT (Audited) (Continued)

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

2013 2012 2011 2010 2009
Net profit/ (loss) attributable to equity
holders (3,183,622) (2,656,016) (2,412,981) (2,338,112) (2,179,822)
Basic earnings/(loss) per share (cents) (0.4) (0.4) (0.4) (0.4) (0.5)
Share price at 30 June (cents) 11 1.8 5.7 12.0 16.0
Share price growth over previous year
(cents) (0.7) (3.9) (6.3) (4.0) 2.5

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 LTtions granted will have vested, or will vest
during the notice period.

* The Company may terminate this employment agreemmeptoviding 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 tintleout 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 tqpthe date of termination. On termination
with cause any unvested options will immediatelydréeited.

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

Table 1: Remuneration for the year ended 30 2048.

Short Term Benefits Post employment
Non- % of
Salary Cash Monetary Super- Retirement  Share-based Total remuneration
& Fees Bonus Benefits annuation benefits Payment consisting of
0] (i) Options options
Directors $ $ $ $ $
G. R. Featherby 90,000 - - 8,100 - - 98,100
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
Executives
S. Yelland 239,666 - 54,199 33,235 - 14,883 ( 341,933 4%
M. R. Wylie 135,548 - - 11,250 - - 146,798
Total 775,813 - 293,230 76,325 - 14,833 1,160,201
@) None of the remuneration was performance related.
(i) Non-monetary benefits relates to the provisioreotal accommodation and salary sacrifice payments.
(iii) 1,000,000 options granted to Mr Yelland at commererg on 1 September 2011 vest over 2 years. Thesegranted as

an incentive for Mr Yelland to join the Group, henw performance conditions were attached. A fui2t200,000 options
may be granted to Mr Yelland after 1 September 2fect to service conditions and achievemenkploeation targets.

13
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DIRECTORS REPORT (Continued)
FOR THE YEAR ENDED 30 JUNE 2013

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- % of
Salary Cash Monetary Super- Retirement  Share-based Total remuneration
& Fees Bonus Benefits annuation benefits Payment consisting of
(0] (i) Options options
Directors $ $ $ $ $
G. R. Featherby 90,000 - - 8,100 - - 98,100 -
B. T. Judge 50,984 - - - - - 50,984 -
M. D. Reilly 190,040 - 191,419 26,269 - - 407,728 -
C. D. Grannell 60,000 - - - - - 60,000 -
J. G. Leahy 11,547 11,547 -
B. Gustafsson 163,457 - - - - - 163,457 -
Executives
S. Yelland 236,142 - 46,738 28,420 - 63,086 ( 374,365 17%
M. R. Wylie 131,479 - - 11,250 - - 142,729 -
Total 933,649 - 238,157 74,039 - 63,065 1,308,910

0] None of the remuneration was performance related.

(i) Non-monetary benefits relates to the provisioreotal accommodation and salary sacrifice payments.

(iii) 1,000,000 options granted to Mr Yelland at commeraze on 1 September 2011 vest over 2 years. Thesegranted as
an incentive for Mr Yelland to join the Group, henm performance conditions were attached. A fu2t200,000 options
may be granted to Mr Yelland after 1 September 2fect to service conditions and achievemenkploeation targets.

(iv) Mr Yelland was appointed on 1 September 2011, aypmaint and resignation of directors is detailethaDirectors’

Report.
Table 3: Compensation options and rights grantedvasted during the year

During the year ended 30 June 2013, there wer@0d2: 3,000,000) options and rights granted agyequ
compensation benefits to Directors and KMP. Noasivested or were exercised during the year ended
30 June 2013.

Granted Terms & Conditions for each Grant Vested
Fair Value
per Exercise First Last
Year ended Grant option/right price per Expiry Exercise Exercise
30 June 2012 Number date at grant date option Date Date Date Number %
(%) ($) ()
S Yelland 1,000,000 1.09.11 $0.048 $0.092 1.09.16 .09.12 1.09.16 500,000 50
S Yelland (ii) 2,000,000 1.09.11 $0.046 $0.153 129 1.09.13 1.09.17 - -
(0] Exercise price is 6 pence per share.
(i) Mr. Yelland has been granted rights to 2,000,00bop exercisable at 10 pence within 5 years stibjeservice

conditions and achievement of exploration perforoeatargets
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FORTE ENERGY NL
(ABN 59 009 087 852)

DIRECTORS REPORT (Continued)
FOR THE YEAR ENDED 30 JUNE 2013

REMUNERATION REPORT (Audited) (Continued)

Table 4: Options and rights granted as part ouremation *

Year ended 30 June 2012 Value of options and Value of options Value of options lapsed
rights granted during the exercised during the year during the year
year
$ $ $
S. Yelland 140,000

*  For details on the valuation of the options, utithg models and assumptions used, please refetea?5.

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

No shares were issued on exercise of compensattmme during the year (2012: nil).

(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 2013

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 7 0 2
M D Reilly 7 N/A N/A
C D Grannell 7 0 2
J G Leahy 7 0 2

1. 7 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 by Mr. Galen White, who is a Fellow of tAastralasian Institute of Mining and Metallurgy
(FAusIMM). Mr. White is the Principal Geologist @SA Global (UK) Ltd. CSA Global have an on-
going role as geological consultants to Forte Enétg. Mr. White has sufficient experience which is
relevant to the style of mineralisation and typaleposit under consideration and to the activityctviine

is undertaking to qualify as a Competent Persotefised in the 2004 Edition of the ‘Australasiandg€o
for Reporting of Exploration Results, Mineral Resms and Ore Reserves’. Mr. White consents to the
inclusion in this report of the matters based anitfiormation in the form and context in which fipears.
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FORTE ENERGY NL
(ABN 59 009 087 852)

DIRECTORS REPORT (Continued)
FOR THE YEAR ENDED 30 JUNE 2013

AUDITOR’S INDEPENDENCE

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

Ems: & Young Tel; #51 53429 2232
11 Mounts Bay Road Fau +61 8 9429 2436
Perh WA E000 Assiala B ooTLEd

PO Box M939  Perth WA SEE3
Bullding & better
worklnc world

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

In refation to our audit of the financial report of Forte Energy ML for the financdial year ended
30 June 2013, 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.

¥ p 1 e
s -; e T
¥ II|I
F
Emst & Young

]
&1

7/

D% Lewsen
Partner

30 September 2013
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FORTE ENERGY NL
(ABN 59 009 087 852)

DIRECTORS REPORT (Continued)
FOR THE YEAR ENDED 30 JUNE 2013

NON-AUDIT SERVICES

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

Signed in accordance with a resolution of the Danex

M D Reilly
MANAGING DIREETOR

30 September 2013
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FORTE ENERGY NL
(ABN 59 009 087 852)

CORPORATE GOVERNANCE STATEMENT

The Board of Directors of Forte Energy NL is resgble for the corporate governance of the Company.
The Board guides and monitors the business anttsaffaForte Energy NL on behalf of the Sharehddder
by whom they are elected and to whom they are atable.

Forte Energy NL's Corporate Governance Statemestben revised to reflect the ASX Corporate
Governance Council's “Corporate Governance Priasipgind Recommendations” (second edition). The
table below summarises the Company's compliandetivitse recommendations.

Principle/Recommendation Comply Reference/
Yes/No Explanation

1 Lay solid foundations for management and oversight

1.1  Companies should establish the functions resevéietboard Yes Page 22
and those delegated to senior executives and desthose
functions.

1.2  Companies should disclose the process for evatu#itin Yes Page 25
performance of senior executives.

1.3  Companies should provide the information indicatethe Yes Page 25
Guide to reporting on Principle 1.

2 Structure the board to add value

2.1 A majority of the board should be independent daex Yes Page 23

2.2 The chair should be an independent director. Yes Page 23

2.3 Theroles of chair and chief executive officer ddmot be Yes Page 3
exercised by the same individual.

2.4  The board should establish a nomination committee. No Page 24

2.5 Companies should disclose the process for evaty#iim Yes Remuneration
performance of the board, its committees and iddiai Report
directors.

2.6 Companies should provide the information indicatethe Yes Pages 3, 23
Guide to reporting on Principle 2. '

3 Promote ethical and responsible decision-making

3.1  Companies should establish a code of conduct autbdie the Yes Website

code or a summary of the code as to:

* the practices necessary to maintain confidencledan t
company’s integrity

* the practices necessary to take into account liwg
obligations and the reasonable expectations of thei
stakeholders

* the responsibility and accountability of individsidibr
reporting and investigating reports of unethicalgtices.
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3.2

3.3

3.4

3.5

4.1
4.2

4.3
4.4
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FORTE ENERGY NL
(ABN 59 009 087 852)

CORPORATE GOVERNANCE STATEMENT (Continued)

Principle/Recommendation Comply
Yes/No

Companies should establish a policy concerningrsliteand |, process of
disclose the policy or a summary of that policye folicy developing
should include requirements for the board to establ

measurable objectives for achieving gender diveesitd for

the board to assess annually both the objectivepeogress in

achieving them.

Companies should disclose in each annual rédpert In process of
measurable objectives for achieving gender divessit by the developing
board in accordance with the diversity policy anogoess

towards achieving them.

Companies should disclose in each annual rédpert
proportion of women employees in the whole orgdiusa
women in senior executive positions and women erbthard.

Yes

Companies should provide the information indicatethe Yes
Guide to reporting on Principle 3.

Safeguard integrity in financial reporting

The board should establish an audit committee. Yes

The audit committee should be structured so that it No
* consists only of non-executive directors
* consists of a majority of independent directors

* is chaired by an independent chair, who is notratfahe
board

* has at least three members.

The audit committee should have a formal charter. Yes

Companies should provide the information indicatethe
Guide to reporting on Principle 4.

Yes

Make timely and balanced disclosure

Companies should establish written policies deslgneensure
compliance with ASX Listing Rule disclosure requonents
and to ensure accountability at a senior execlgivel for that
compliance and disclose those policies or a sumwfattyose
policies.

Yes

Companies should provide the information indicatethe
Guide to reporting on Principle 5.

Yes

20

Reference/
Explanation

Page 24

Page 24

Page 24

Page 24,
Website

Pages 24
Page 24

Website
Pages 16, 23

Website

Pages 5-8



7.2

7.3

7.4

8.1
8.2

8.3

8.4

FORTE ENERGY NL
(ABN 59 009 087 852)

CORPORATE GOVERNANCE STATEMENT (Continued)

Principle/Recommendation

Respect the rights of shareholders

Companies should design a communications policy for
promoting effective communication with shareholdang
encouraging their participation at general meetanys
disclose their policy or a summary of that policy.

Companies should provide the information indicatethe
Guide to reporting on Principle 6.

Recognise and manage risk

Companies should establish policies for the ovatsigd
management of material business risks and disel@senmary
of those policies.

The board should require management to design and
implement the risk management and internal cosfrslem to
manage the company’s material business risks gugtrio it
on whether those risks are being managed effegtiVéle
board should disclose that management has repiorieds to
the effectiveness of the company’s managemens ohiterial
business risks.

The board should disclose whether it has receigsdrance
from the chief executive officer (or equivalentdahe chief
financial officer (or equivalent) that the declaatprovided in
accordance with section 295A of the Corporationsié\c
founded on a sound system of risk management aewhai
control and that the system is operating effecyivelall
material respects in relation to financial repaytiisks.

Companies should provide the information indicatethe
Guide to reporting on Principle 7.

Remunerate fairly and responsibly
The board should establish a remuneration committee

The remuneration committee should be structuretiaoit:
* consists of a majority of independent directors

* is chaired by an independent chair

* has at least three members.

Companies should clearly distinguish the structifineon-

executive directors’ remuneration from that of exe@
directors and senior executives.

Companies should provide the information indicatethe
Guide to reporting on Principle 8.
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Yes/No

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Reference/
Explanation

Website

Website

Page 25

Page 25

Page 25

Page 25

Page 26

Page 26

Pages 10-12

Pages 10-15, 25-
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FORTE ENERGY NL
(ABN 59 009 087 852)

CORPORATE GOVERNANCE STATEMENT (Continued)
Forte Energy NL's corporate governance practices weplace throughout the year ended 30 June 2013.

Various corporate governance practices are disdus@hin this statement. For further information on
corporate governance policies adopted by Fortedyn€t, refer to our website:

http://www.forteenergy.com.au
Board Functions

The Board seeks to identify the expectations ofsth@reholders, as well as other regulatory andaathi
expectations and obligations. In addition, the Boisr responsible for identifying areas of signifita
business risk and ensuring arrangements are ie ple@dequately manage those risks.

To ensure that the Board is well equipped to disghés responsibilities it has established gurdsdifor
the nomination and selection of directors andlierdperation of the Board.

The responsibility for the operation and administraof the Company is delegated, by the Boardhéo
CEO and the executive management team. The Boatdlemthat this team is appropriately qualified and
experienced to discharge their responsibilities laasl in place procedures to assess the perfornmnce
the CEO and the executive management team.

Whilst at all times the Board retains full respduigy for guiding and monitoring the Company, in
discharging its stewardship it makes use of subroitt®es. Specialist committees are able to focua on
particular responsibility and provide informed fbadk to the Board.

To this end the Board has established the followmgmittees:
* Audit
* Remuneration.

The roles and responsibilities of these committesdiscussed throughout this Corporate Governance
Statement.

The Board is responsible for ensuring that managémebjectives and activities are aligned with the
expectations and risk identified by the Board. Board has a number of mechanisms in place to ensure
this is achieved including:
» Board approval of a strategic plan designed to rsedxeholders' needs and manage business risk;
» ongoing development of the strategic plan and appgoinitiatives and strategies designed to
ensure the continued growth and success of thiy;esutid
» implementation of budgets by management and mandgqgorogress against budget - via the
establishment and reporting of both financial aod financial key performance indicators.

Other functions reserved to the Board include:
» approval of the annual and half-yearly financigdogs;
e approving and monitoring the progress of major tehpxpenditure, capital management, and
acquisitions and divestitures;
* ensuring that any significant risks that arise idemtified, assessed, appropriately managed and
monitored; and
* reporting to shareholders.
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FORTE ENERGY NL
(ABN 59 009 087 852)

CORPORATE GOVERNANCE STATEMENT (Continued)

Structure of the Board

The skills, experience and expertise relevant ¢optbsition of director held by each director inicgfat

the date of the annual report is included in thee®ors' Report. Directors of Forte Energy NL are
considered to be independent when they are indepérmd management and free from any business or
other relationship that could materially interfevéh - or could reasonably be perceived to matlrial
interfere with - the exercise of their unfettered andependent judgement.

In the context of director independence, 'mateayiak considered from both the Company and indigid
director perspective. The determination of mat#yialequires consideration of both quantitative and
qualitative elements. An item is presumed to bentitaively immaterial if it is equal to or lessath 5%

of the appropriate base amount. It is presumectmaterial (unless there is qualitative evidencthéo
contrary) if it is equal to or greater than 10% tbé appropriate base amount. Qualitative factors
considered include whether a relationship is gjfeddly important, the competitive landscape, théure

of the relationship and the contractual or othearagements governing it and other factors thattgoin
the actual ability of the director in question bape the direction of the Company's loyalty.

In accordance with the definition of independenioeva, and the materiality thresholds set, the falg
directors of Forte Energy NL are considered torlaependent:

Name Position

G R Featherby Non-Executive Chairman
C D Grannell Non-Executive Director

J G Leahy Non-Executive Director

There are procedures in place, agreed by the Boamhable Directors in furtherance of their duties
seek independent professional advice at the Conmarpense.

The term in office held by each Director in offi@ethe date of this report is as follows:

Name Term in office
G R Featherby 9 Years

M D Reilly 9 Years

C D Grannell 9 Years

J G Leahy 2 Years

Trading Policy

Under the Company's Securities Trading Policy,»@cetive or Director must not trade in any secesiti
of the Company at any time when they are in pogsesd unpublished, price-sensitive information in
relation to those securities.

Before commencing to trade, an executive must dibsain the approval of the Company Secretary to do
so and a Director must first obtain approval of @mirman.

Only in exceptional circumstances will approvalftsehcoming outside of the period which is four kee
after:

» one day following the announcement of the half lyeand full year results as the case may be;

» one day following the holding of the Annual Gendvideting;
» one day after any other form of earnings forecpdate is given to the market.
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FORTE ENERGY NL
(ABN 59 009 087 852)

CORPORATE GOVERNANCE STATEMENT (Continued)

As required by the ASX Listing Rules, the Compamifies the ASX of any transaction conducted by
Directors in the securities of the Company.

Gender Diversity

The Company is in the process of establishing ecypebncerning diversity which will be made avalib
on its website.

At 30 June 2013, women represented 20% of all eyep® in the whole organisation. None of these
women were in senior executive positions or onBbard.

Nomination Committee

There is currently no Nomination Committee as mattelating to selection and appointment of new
Directors are dealt with by the full Board, duethie size of the Company, whilst ensuring arrangésnen
are in place to identify and manage any assoc@gubrate governance risks.

Audit Committee

The Board has established an Audit Committee wbfmrates under a charter approved by the Board. It
is the Board's responsibility to ensure that aedf{’e internal control framework exists within tetity.

This includes internal controls to deal with botle effectiveness and efficiency of significant nesis
processes, the safeguarding of assets, the maitd proper accounting records, and the religtuli
financial information as well as non-financial cmesations. The Board has delegated responsilbdity
establishing and maintaining a framework of intéroantrol and ethical standards to the Audit
Committee.

The Committee also provides the Board with add#tiassurance regarding the reliability of financial
information for inclusion in the financial reporfBhe members of the Audit Committee during the year
were:

C D Grannell (committee chairman)
G R Featherby
J G Leahy

The structure of the audit committee is in accocgamith Recommendation 4.2.

Qualifications of audit committee members

Mr. Grannell has been a chartered accountant foe i@n 20 years and was an Executive Director and
Chief Financial Officer of European Goldfields Lieul, a company listed on the Toronto Stock Exchange
and the AIM market of the London Stock Exchange.

Mr. Featherby has been a chartered accountant doe than 20 years and has been a director of two
overseas listed companies, including holding th&tijpm of Finance Director of Regal Petroleum plc,
company listed on the AIM market of the London &tBxchange.

Mr Leahy has more than 26 years experience in fimngisector as a senior mining analyst and as a

specialist corporate broker with expertise in inédional institutional and hedge funds, foreignitzdp
and private equity markets. He has also held skgigegtorships of listed companies.
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FORTE ENERGY NL
(ABN 59 009 087 852)

CORPORATE GOVERNANCE STATEMENT (Continued)
Risk

The Board determines the Company's risk profile i@naesponsible for overseeing and approving risk
management strategy and policies, internal compdizand internal control. The Company's process of
risk management and internal compliance and comtchldes:

» establishing the Company's goals and objectivesjraplementing and monitoring strategies and
policies to achieve these goals and objectives;

» continuously identifying and measuring risks thagtm impact upon the achievement of the
Company's goals and objectives, and monitoringethdronment for emerging factors and trends
that affect these risks;

» formulating risk management strategies to managentiied risks, and designing and
implementing appropriate risk management policresiaternal controls;

» implementing a recognised electronic risk managémsgstem; and

* monitoring the performance of, and continuously rowing the effectiveness of, risk
management systems and internal compliance andotmrincluding an annual assessment of the
effectiveness of risk management and internal campé and control.

To this end, comprehensive practices are in plae¢ are directed towards achieving the following
objectives:

» effectiveness and efficiency in the use of the Camyfs resources;

» compliance with applicable laws and regulationst an

» preparation of reliable published financial infotioa.

The Board oversees an annual assessment of thetiedfeess of risk management and internal
compliance and control. The responsibility for unalking and assessing risk management and internal
control effectiveness is delegated to managemeahagement is required by the Board to assess risk
management and associated internal compliancearttbt procedures and report back on the efficiency
and effectiveness of risk management by benchmgitkiea Company's performance to the Australia/New
Zealand Standard on Risk Management (AS/NZ 4360).

CEO Certification

The Chief Executive Officer has provided a writsdatement to the Board that:

» the view provided on the Company's financial reperfounded on a sound system of risk
management and internal compliance and control lwhioplements the financial policies
adopted by the Board; and

» the Company's risk management and internal congdiaand control system is operating
effectively in all material respects.

Performance

The performance of the Board and key Executivee¥sewed regularly against both measurable and
gualitative indicators. Each Board member's andlkescutive's performance is assessed against specif
and measurable qualitative and quantitative perdoica criteria. The performance criteria againsictvhi
Directors and Executives are assessed are aligitedhe financial and non-financial objectives afrte
Energy NL. Directors whose performance is consitemsatisfactory may be asked to retire.
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FORTE ENERGY NL
(ABN 59 009 087 852)

CORPORATE GOVERNANCE STATEMENT (Continued)
Remuneration

It is the Company's objective to provide maximuakeholder benefit from the retention of a high gyal
Board and Executive team by remunerating Direcamd key Executives fairly and appropriately with
reference to relevant employment market conditioflse expected outcomes of the remuneration
structure are:

» retention and motivation of key Executives;
e attraction of high quality management to the Comngpand
» performance incentives that allow Executives toasltiae success of Forte Energy NL.

For a full discussion of the Company's remunerapbitosophy and framework and the remuneration
received by the Directors and Executives in theerurperiod please refer to the Remuneration Report
which is contained within the Directors' Report.

There is no scheme to provide retirement benefiteer than statutory superannuation, to Non-exeeuti
Directors.

The Board is responsible for determining and reingncompensation arrangements for the directors
themselves and the chief executive officer and etkex team. The Board has established a Remuneratio
Committee, comprising three independent non-exeeutirectors. Members of the Remuneration
Committee throughout the year were:

G R Featherby (committee chairman)
C D Grannell
J G Leahy

For details on the number of meetings of the Remativmn Committee held during the year and the
attendees at those meetings, refer to the Dire®eysort.
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FORTE ENERGY NL
(ABN 59 009 087 852)

SCHEDULE OF INTERESTSIN MINING TENEMENTS

CURRENT AT 30 JUNE 2013
STATE TENEMENT TENEMENT INTEREST COMMENTS
NAME/LOCATION NUMBER
Queensland Rita Margaret ML 2512 100% These leases are all
This Time Maybe | ML 2761 100% under a sale option
Federal ML 2762 100% agreement
Millennium #1 ML 7506 100%
Millennium #2 ML 7507 100%
NOTE: ML = Mining Lease
COUNTRY TENEMENT TENEMENT INTEREST COMMENTS
NAME/LOCATION NUMBER
Republic of Kankan (Bohoduo) XP 107 100%
Guinea Kankan (Bohoduo) XP 129 100%
Kissidougou (Firawa) XP 110 100%
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)

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2013

Revenue

Other income
Exploration expenses
Administrative expenses

Loss before income tax
Income tax expense

Loss after income tax

Net loss for the year

Other comprehensive income

Items that may be reclassified subsequently to
profit or loss

Net gain/(loss) on available-for-sale financialedass
Exchange differences on translation of foreign
operations

Other comprehensive income for the year net of
tax

TOTAL COMPREHENSIVE INCOME FOR
THE YEAR ATTRIBUTABLE TO MEMBERS
OF FORTE ENERGY NL

Loss per share (cents per share) attributable to
ordinary equity holders of the Company

- basic loss for the year

- diluted loss for the year

Consolidated

Consolidated

2013 2012
Notes $ $

6 190,198 342,734

7 127,660 -
(68,114) (79,912)
8 (3,405,792) (2,890,129)
(3,156,048) (2,627,307)

9 (27,574) (28,709)
(3,183,622) (2,656,016)
(3,183,622) (2,656,016)

- 1,957

(60,309) (58,492)

(60,309) (56,535)
(3,243,931) (2,712,551)

10 (0.36) (0.38)
10 (0.36) (0.38)

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)

STATEMENT OF FINANCIAL POSITION

AS AT 30 JUNE 2013

ASSETS

Current Assets

Cash and cash equivalents
Trade and other receivables
Prepayments

Non-current assets classified as held for sale
Total Current Assets

Non-Current Assets

Available-for-sale investments
Exploration and evaluation expenditure
Plant and equipment

Total Non-Current Assets

TOTAL ASSETS

LIABILITIES

Current Liabilities

Trade and other payables
Income tax payable

Provisions

Derivative financial instruments

Liabilities associated with assets held for sale
Total Current Liabilities

Non-Current Liabilities
Convertible loan
Total Non-Current Liabilities

TOTAL LIABILITIES
NET ASSETS

EQUITY

Issued capital
Reserves
Accumulated losses

TOTAL EQUITY

Notes

11
12

13

14
15
16

17

18
19

13

20

21
22
22

Consolidated

Consolidated

As at As at
30 June 30 June
2013 2012
$ $
146,013 1,763,431
406,475 528,667
57,684 90,885
610,172 2,382,983
126,081 151,661
736,253 2,534,644
1,697 1,725
30,748,247 28,463,555
175,264 240,058
30,925,208 28,705,338
31,661,461 31,239,982
550,745 382,384
28,495 6,166
85,269 99,817
664,509 488,367
2,760 2,847
667,269 491,214
1,172,992 -
1,172,992 -
1,840,261 491,214
29,821,200 30,748,768
85,329,846 83,076,849
2,389,195 2,386,138
(57,897,841) (54,714,219)
29,821,200 30,748,768

The above statement of financial position shouldeael in conjunction with the accompanying notes.

29



FORTE ENERGY NL
(ABN 59 009 087 852)

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2013

Contributed Accumulated AFS financial  Equity Foreign Total
equity losses assets benefits currency equity
reserve reserve translation
$ $ $ $ $ $

Consolidated
At 1 July 2012 83,076,849 (54,714,219) - 2,456,399 (70,261) 30728
(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 - - - - 2,416),38
Transaction costs (157,389) - - - - (157,389)
Balance at
30 June 2013 85,329,846 (57,897,841) - 2,519,765 30870) 29,821,200

Contributed Accumulated AFS financial  Equity Foreign Total

equity losses assets benefits currency equity
reserve reserve translation
$ $ $ $ $ $

Consolidated
At 1 July 2011 81,287,225 (52,058,203) (1,957) 2,331,334 (11,769B81,546,630
(Loss) for the period - (2,656,016) - - - (2,656,016)
Other comprehensive
income - - 1,957 - (58,492) (56,535)
Total comprehensive
income for the year net
of tax - (2,656,016) 1,957 - (58,492) (2,712,551)
Equity transactions:
Share-based payment - - - 125,065 - 125,065
Issue of ordinary shares 1,918,750 - - - - 1,918,75
Transaction costs (129,126) - - - - (129,126)
Balance at
30 June 2012 83,076,849 (54,714,219) - 2,456,399 (70,261) 30768

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

CASH FLOW STATEMENT
FOR THE YEAR ENDED 30 JUNE 2013

Notes
Cash flows from operating activities
Payments to suppliers and employees
Income tax paid
Interest and other income received
Net cash flows used in operating activities 23

Cash flows from investing activities

Payments for purchase of equipment
Payment for exploration and evaluation expenditure

Net cash flows used in investing activities
Cash flows from financing activities

Proceeds from issue of shares
Transaction costs relating to issue of shares
Proceeds from borrowings

Net cash from financing activities

Net (decrease)/increase in cash and cash equisalent
Cash and cash equivalents at the beginning of the
financial year

Effects of exchange rate changes on cash and cash
equivalents

Cash and cash equivalents at the end of financial

year 11

Consolidated

Consolidated

2013 2012
$ $

(2,815,058) (2,911,903)
(5,245) (55,931)
199,972 543,224
(2,620,331) (2,424,610)
(27,494) (123,943)
(1,744,094) (6,214,644)
(1,771,588) (6,338,587)
2,303,254 1,918,750
(151,996) (109,993)
620,820 -
2,772,078 1,808,757
(1,619,841) (6,954,440)
1,763,431 8,716,949
2,423 922
146,013 1,763,431

The above cash flow statement should be read ijuction with the accompanying notes.
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NOTESTO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2013

CORPORATE INFORMATION

The financial report of Forte Energy NL for the yeaded 30 June 2013 was authorised for issue
in accordance with a resolution of the Directors36rSeptember 2013.

Forte Energy NL is a company limited by shares lipocated and domiciled in Australia whose
shares are publicly traded on the Australian StBgkhange, 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 basigpt for available-for-sale investments and
derivative financial instruments, which have beerasured 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 2013 of
$3,183,622 (30 June 2012: $2,656,016) and hasuneint assets at 30 June 2013 of $68,984 (30
June 2012: $2,043,430). The Consolidated Entitgshdlow forecast shows that it does not have
sufficient funds to meet its minimum committed adisirative and exploration expenditure for at
least twelve months from the date of signing th@szncial statements. The Consolidated Entity
will require additional funding within the next I2onths in order to continue as a going concern.
The Directors believe that the Consolidated Ertédg a number of options available to raise those
funds and will pursue these further as and whenogpiate.

The Directors are satisfied that, at the date efsiigning of the financial statements, that theee a
reasonable grounds to believe that the Consolidateiy will be able to meet its obligations as
and when they fall due and continue to proceed thighConsolidated Entity’s strategic objectives.

Should the directors not achieve the matters dealoave, there is significant uncertainty whether
the Consolidated Entity will continue as a goingh@@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 adjastms relating to the recoverability and

classification of recorded asset amounts, or tatheunts or classification of liabilities that migh
be necessary should the Consolidated Entity nabkeeto continue as a going concern.
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NOTESTO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 30 JUNE 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continu ed)
Statement of compliance

The financial report complies with Australian Acoving Standards as issued by the Australian
Accounting Standards Board and International FirsriReporting Standards (IFRS) as issued by
the International Accounting Standards Board.

New accounting standards and interpretations
Accounting policies adopted are consistent withptier year.

From 1 July 2012 the Group has adopted all thedatas and Interpretations mandatory for

annual periods beginning on or before 1 July 2@4@uding the following pronouncement:

. AASB 2011-9: Amendments to Australian Account®gndards — Presentation of Other
Comprehensive Income.

Adoption of these new and amended Standards aatpietations did not have any effect on the
financial position or performance of the Group.

A number of Australian Accounting Standards an@nmtetations have been issued or amended
but are not yet effective. The relevant pronounaemwhich have not been adopted by the Group
are as follows:

AASB 9 - Financial Instruments addresses the dlasibn and measurement of financial assets.
The standard improves and simplifies the approackléssification and measurement of financial
assets compared to AASB 139. The application aatthé Group is 1 July 2013.

AASB 1048: Interpretation of Standards. AASB 10d&ritifies the Australian Interpretations and
classifies them into two groups: those that cowadpo an IASB Interpretation and those that do
not. Entities are required to apply each relevamtralian Interpretation in preparing financial
statements that are within the scope of the Stdnddre revised version of AASB 1048 updates
the lists of Interpretations for new and amendedrpretations issued since the June 2010 version
of AASB 1048.

AASB 2011-9: Amendments to Australian Accountingartards — Presentation of Other
Comprehensive Income. This Standard requires estito group items presented in other
comprehensive income on the basis of whether thghitrbe reclassified subsequently to profit or
loss and those that will not. The application datehe Group is 1 July 2012.

AASB 10: Consolidated Financial Statements. AASBeBBablishes a new control model that
applies to all entities. It replaces parts of AASR7 Consolidated and Separate Financial
Statements dealing with the accounting for conatdéid financial statements and UIG-112
Consolidation — Special Purpose Entities. The oemtrol model broadens the situations when an
entity is considered to be controlled by anothdityeand includes new guidance for applying the
model to specific situations, including when actagga manager may give control, the impact of
potential voting rights and when holding less thamajority voting rights may give control. The
application date for the Group is 1 July 2013.

AASB 13 — Fair Value Measurement. This standardl#shes a single source of guidance under

Australian Accounting Standards for determining fhg value of assets and liabilities. The
application date for the Group is 1 July 2013.
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NOTESTO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 30 JUNE 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continu ed)
New accounting standards and interpretations @ntinued)

AASB 119 — Employee Benefits. The revised standehidnges the definition of short-term
employee benefits. The distinction between shomtand other long-term employee benefits is
now based on whether the benefits are expecteé setiled wholly within 12 months after the
reporting date. Consequential amendments werenadsle to other standards via AASB 2011-10.
The application date for the Group is 1 July 2013.

Interpretation 20 — Stripping Costs in the ProductPhase of a Surface Mine. This interpretation
applies to stripping costs incurred during the pdmn phase of a surface mine. Production
stripping costs are to be capitalised as part ohsset, if an entity can demonstrate that it is
probable future economic benefits will be realisteh costs can be reliably measured and the
entity can identify the component of an ore bodyhich access has been improved. This asset is
to be called the "stripping activity asset". Thepging activity asset shall be depreciated or
amortised on a systematic basis, over the expersefilll life of the identified component of the
ore body that becomes more accessible as a réshl etripping activity. The units of production
method shall be applied unless another method e mppropriate. The application date for the
Group is 1 July 2013.

AASB 2012-2 — Amendments to Australian Accountingrfslards - Disclosures - Offsetting
Financial Assets and Financial Liabilities. AASB1292 principally amends AASB 7 Financial
Instruments: Disclosures to require disclosure ld effect or potential effect of netting
arrangements, including rights of set-off assodiatéth the entity's recognised financial assets
and recognised financial liabilities, on the ergitynancial position, when all the offsetting eria

of AASB 132 are not met. The application date & Group is 1 July 2013.

AASB 2012-3 — Amendments to Australian Accountirtgriflards - Offsetting Financial Assets
and Financial Liabilites. AASB 2012-3 adds appiica guidance to AASB 132 Financial
Instruments: Presentation to address inconsistengaentified in applying some of the offsetting
criteria of AASB 132, including clarifying the meag of "currently has a legally enforceable
right of set-off" and that some gross settlemersteasps may be considered equivalent to net
settlement. The application date for the GroupJdsily 2013.

AASB 2012-5 - Annual Improvements 2009-2011 Cydleis standard sets out amendments to
various Standards and the related bases for caoctuand guidance. These amendments have not
yet been adopted by the AASB.

The following items are addressed by this standard:
AASB 1 First-time Adoption of International FinaatReporting Standards
» Repeated application of AASB 1
* Borrowing costs
AASB 101 Presentation of Financial Statements
» Clarification of the requirements for comparatimérmation
AASB 116 Property, Plant and Equipment
» Classification of servicing equipment
AASB 132 Financial Instruments: Presentation
» Tax effect of distribution to holders of equity insments
AASB 134 Interim Financial Reporting
* Interim financial reporting and segment informatfontotal assets and liabilities
The application date for the Group is 1 July 2013.
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NOTESTO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 30 JUNE 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continu ed)

AASB 11: Joint Arrangements. AASB 11 replaces AABBRL Interests in Joint Ventures and
UIG-113 Jointly- controlled Entities — Non-monetapntributions by Ventures. AASB 11 uses
the principle of control in AASB 10 to define joicbntrol, and therefore the determination of
whether joint control exists may change. In additioremoves the option to account for jointly
controlled entities (JCES) using proportionate otidation. Instead, accounting for a joint
arrangement is dependent on the nature of thesragid obligations arising from the arrangement.
Joint operations that give the venturers a rigltheounderlying assets and obligations themselves
is accounted for by recognising the share of tlassets and obligations. Joint ventures that give
the venturers a right to the net assets is accduioteusing the equity method. Consequential
amendments were also made to other standards V&BA211-7 and amendments to AASB 128.
The application date for the Group is 1 July 2013.

AASB 12 - Disclosure of Interests in Other Entiti€his standarahcludes all disclosures relating

to an entity's interests in subsidiaries, joinbagements, associates and structured entities. New
disclosures have been introduced about the judgmmeatie by management to determine whether
control exists, and to require summarised inforaratabout joint arrangements, associates,
structured entities and subsidiaries with non-adimig interests. The application date for the
Group is 1 July 2013.

AASB 2011-4 — Amendments to Australian Accountingrfslards to Remove Individual Key
Management Personnel Disclosure Requirements [AA3E]. This amendment deletes from
AASB 124 individual key management personnel dsate requirements for disclosing entities
that are not companies. It also removes the indalicKMP disclosure requirements for all
disclosing entities in relation to equity holdingsans and other related party transactions. The
application date for the Group is 1 July 2013.

A full assessment has not yet been completed ointpact of all new and amended accounting
standards and interpretations issued but not yfettefe. However, based on the preliminary
assessment the Company does not consider thatribeser amended Accounting Standards and
interpretations will have a significant impact ¢ future results or operations.
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NOTESTO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 30 JUNE 2013

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

The consolidated financial statements comprisdittacial statements of Forte Energy NL and
its subsidiaries as at and for the period endedld@ each year (the Group). Interests in associates
are equity accounted and are not part of the cifaet! Group.

Subsidiaries are all those entities over which@lheup has the power to govern the financial and
operating policies so as to obtain benefits frorairttactivities. The existence and effect of
potential voting rights that are currently exerbigsaor convertible are considered when assessing
whether a group controls another entity.

The financial statements of the subsidiaries aepamed for the same reporting period as the
parent company, using consistent accounting pslicie preparing the consolidated financial
statements, all intercompany balances and trapsactincome and expenses and profit and losses
resulting from intra-group transactions have bdinigated in full.

Subsidiaries are fully consolidated from the datentnich control is obtained by the Group and
cease to be consolidated from the date on whictralda transferred out of the Group.

The acquisition of subsidiaries is accounted fongishe acquisition method of accounting. The
acquisition method of accounting involves recogjsiat acquisition date, separately from
goodwill, the identifiable assets acquired, théiliies assumed and any non-controlling interest
in the acquiree. The identifiable assets acquiratithe liabilities assumed are measured at their
acquisition date fair values.

The difference between the above items and thevédire of the consideration (including the fair
value of any pre-existing investment in the aca)ing goodwill or a discount on acquisition. A
change in the ownership interest of a subsidiagt ttoes not result in a loss of control, is
accounted for as an equity transaction.

Non-controlling interests are allocated their shafenet profit after tax in the statement of
comprehensive income and are presented withinyeguithe consolidated statement of financial
position, separately from the equity of the owrarthe parent.

Losses are attributed to the non-controlling irdeswven if that results in a deficit balance.

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-cdirtgointerest;
» 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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NOTESTO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 30 JUNE 2013

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), whoserating 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 whschet financial information is available. This
includes start up operations which are yet to eavenues. Management will also consider other
factors in determining operating segments sucheagxistence of a line manager and the level of
segment information presented to the board of tirec

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

Foreign currency translation

(i) Functional and presentation currency

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

(i) Transactions and balances

Transactions in foreign currencies are initiallgaeded 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 raexcdfiange ruling at the reporting date. All exchange
differences arising from the above proceduresadert to the profit and loss.

(iii) Foreign operations

As at the reporting date, the assets and lialslitethe overseas subsidiary is translated into the
presentation currency of Forte Energy Limited &t ithte of exchange ruling at the reporting date
and the statement of comprehensive income is aatslat the average exchange rates for the
period. The exchange differences arising on thestation are taken directly to a separate
component of equity. On disposal of a foreigntgnthe deferred cumulative amount recognised
in equity relating to that particular foreign opva is recognised in profit or loss.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continu ed)
Cash and cash equivalents

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

For the purposes of the Cash Flow Statement, @adttash equivalents consist of cash and cash
equivalents as defined above, net of outstandimk loeverdrafts. Bank overdrafts are included
within interest-bearing loans and borrowings inreat liabilities on the statement of financial
position.

Trade and other receivables

Trade receivables, which generally are securityodigp 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 itdBed. 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 ddB\A39Financial Instruments. Recognition

and Measurement are 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&seognised initially, they are measured at
fair value, plus, in the case of investments nofaat value through profit or loss, directly
attributable transaction costs.

I mpairment
The Company assesses at each reporting date wihfinancial asset or group of financial assets
is impaired.

(i) Loans and receivables

Loans and receivables including loan notes andsldankey management personnel are non-

derivative financial assets with fixed or deterntilgapayments that are not quoted in an active

market. Such assets are carried at amortised soxj the effective interest method. Gains and

losses are recognised in profit or loss when ttendoand receivables are derecognised or
impaired, as well as through the amortisation mec&hese are included in current assets, except
for those with maturities greater than 12 montherdfalance date, which are classified as non-

current
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NOTESTO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 30 JUNE 2013

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

(i) Available-for-sale investments

Available-for-sale investments are those non-déweafinancial 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 il 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 pitdke close of business on the reporting date.
For investments with no active market, fair valae determined using valuation techniques.
Such techniques include: using recent arm’s lengghket transactions; reference to the current
market value of another instrument that is substiythe same; discounted cash flow analysis
and option pricing models making as much use oflaae and supportable market data as
possible and keeping judgemental inputs to a mimmu

If there is objective evidence that an availablesale investment is impaired, an amount
comprising the difference between its cost (nedrof principal repayment and amortisation) and
its current fair value, less any impairment lossvpusly recognised in profit and loss, is
transferred from equity to the income statementvelRsals of impairment losses for equity
instruments classified as available-for-sale arerecognised in profit. Reversals of impairment
losses for debt instruments are reversed througfit @nd loss if the increase in an instrument’s
fair value can be objectively related to an eveaotuoring after the impairment loss was
recognised in profit or loss.

Derivative financial instruments

Derivative financial instruments are initially sdt at their fair value on the date a derivate
contract is executed and are subsequently cartiéairavalue at each report date. The resulting
gain or loss is recognised in the statement of cehensive income during each reporting period.

The fair value of derivative financial instrumemtst traded in an active market is determined
using valuation techniques based on option prianoglels. An analysis of fair values of financial
instruments and further details as to how theyraasured are provided in Note 19.

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 is current and eithe
* The exploration and evaluation activities are elgukt¢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 assésshtbe existence or otherwise of
economically recoverable reserves, and active aymdfisant operations in or relating to,
the area of interest are continuing.

When the technical feasibility and commercial Vigpdf 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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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continu ed)
Exploration and evaluation expenditure (continted)

I mpairment

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 asset of cagraery unit is then written down to its
recoverable amount. Any impairment losses are m@sed in the income statement.

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 incurremhil&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 basier 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 theesigcalculated as the difference between the net
disposal proceeds and the carrying amount of thetass 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 evhibi fulfilment of the arrangement is
dependent on the use of a specific asset or amsdtthe arrangement conveys a right to use the
asset.

The determination or whether an arrangement isootains a lease is based on the substance of
the arrangement and requires an assessment of evhibi 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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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continu ed)
Leases (continued)

Group as a lessee

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

Operating lease payments are recognised as ansexpethe 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 pagnimtween rental expense and reduction of
the liability.

Impairment of other non-financial assets

Non-financial assets are tested for impairment wkien events or changes in circumstances
indicate that the carrying amount may not be recle.

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@and 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 reliaddeémate 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 expensatma) to any provision is presented in the
income statement net of any reimbursement.

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

money is material, provisions are discounted usingurrent pre-tax rate that reflects the time
value of money and the risks specific to the ligpilThe 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 due to be settled within 12 months ef thporting date are recognised in respect of
employees’ services up to the reporting date. Tdmeymeasured at the amounts due to be paid

when the liabilities are settled. Expenses for aooumulating sick leave are recognised when the
leave is taken and are measured at the rates ppad/able.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continu ed)
Share-based payment transactions

The Group provides benefits to its employees (iioly 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 Planertily 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 m@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 21.

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.

The cost of equity-settled transactions is recaghigogether 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 recigiesbme 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 fmarket performance conditions being met; and
(iif) the expired portion of the vesting period.

The charge to the statement of comprehensive indonthe period is the cumulative amount as
calculated above less the amounts already chargptkvious periods. There is 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 tosdoAny 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 modif@s 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 theadatedification.
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NOTESTO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 30 JUNE 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continu ed)

Share-based payment transactions (continued)

If an equity-settled award is cancelled, it is teelas 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 hte

Contributed equity

Ordinary shares are classified as equity. Increateuists directly attributable to the issue of new
shares or options are shown in equity as a dedygtet 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 benefitl flow to the Company and the revenue can
be reliably measured. The following specific redtign criteria must also be met before revenue
is recognised:

(i) Interest Revenue

Revenue is recognised as interest accrues usingffétive interest method. This is a method of
calculating the amortised cost of a financial ass&d 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.

(if) Dividends

Revenue is recognised when the Company’s righgdeive payment is established.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continu ed)
Income tax and other taxes

Current tax assets and liabilities for the currantd 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 temporaffedénces 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 taxabriefipor 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 tempodifferences 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 thelitials settled, based on tax rates (and tax laws)

that have been enacted or substantively enactée atporting date.

Deferred tax assets and deferred tax liabilitiesodfset only if a legally enforceable right exigts

set off current tax assets against current tavlii@s and the deferred tax assets and liabilities

relate to the same taxable entity and the samédaxauthority.

Other taxes

Revenues, expenses and assets are recognisedimetoiount of GST except:

* when the GST incurred on a purchase of goods aricses is not recoverable from the

taxation authority, in which case the GST is recsgph 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 witlrtt@unt of GST included.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continu ed)
Income tax and other taxes (continued)

The net amount of GST recoverable from, or pay#adléhe taxation authority is included as part
of receivables or payables in the statement ohfira 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 logbwttible 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 as expenses; 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.

Non-current assets and disposal groups held faale

Non-current assets and disposal groups are cledsif held for sale and measured at the lower of
their carrying amount and fair value less costsdb if their carrying amount will be recovered
principally through a sale transaction. They aré¢ aepreciated 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 dotgba

An impairment loss is recognised for any initialsobsequent 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 disposalpy, but not in excess of any cumulative
impairment loss previously recognised. A gain @slaot 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 exhibitaracteristics 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 subsequentyried 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.

FORTE ENERGY NL
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLIC IES

The Group’s principal financial instruments compriash, short-term deposits, available-for-sale
investments and borrowings.

The main purpose of these financial instrumentsoidinance the company’s operations. The
Group has various other financial assets and ifiegsilsuch as trade receivables and trade payables
which arise directly from its operations. The maisks arising from the Company’s financial
instruments are cash flow interest rate risk, fgvagurrency risk and equity price risk. Other risks
are also summarised below. The Board reviews aneeagoolicies 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 and security slepwith 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 mattexhsas security and operational efficiencies. All
other financial assets and liabilities in the foofnreceivables, payables and available-for-sale
investments are non-interest bearing. The Grous ¢m¢ engage in any hedging or derivative
transactions to manage 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 prafiid 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 andint@d economic pressures may result in
further falls, the external pressure from contiguimcertainty in European and United States
economies has caused the rate to remain steadseteral months and may lead to downward
pressure on Australian interest rates.

46



3.

FORTE ENERGY NL
(ABN 59 009 087 852)

NOTESTO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 30 JUNE 2013

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLIC IES (Continued)

A reasonably possible change of 100 basis pointsi@nest 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 particulagipr currency rates, remain constant. The analysis
is performed on the same basis for 2012.

Floating Interest  Interest Rate Risk Sensitivity  Interest Rate Risk Sensitivity
Rate 2013 2012
-1% +1% -1% +1%
$ $ $ $ $
2013 2012 Profit Equity Profit Equity Profit Equity Profit Equity
higher/  higher/ higher/ higher/  higher/  higher/ higher/ higher/

(lower)  (lower) (lower) (lower) (lower) (lower) (lower) (lower)
Financial assets:

Cash at Bank 146,0131,763,431 (1,460) (1,460) 1,460 1,460 (17,634) (17,634) 17,634 17,634
Trade & other

receivables 7,950 7,950 (79) (79) 79 79 (79) (79) 79 79

Total 153,963 1,771,381 (1,539) (1,539) 1,539 1539 (17,713) (17,713) 17,713 17,713
Weighted average
interest rate 0.69% 1.00%

Financial
liabilities:
Trade & other
payables

Total
Weighted average
interest rate

Net financial
assets (liabilities) 153,9631,771,381 (1,539) (1,539) 1,539 1539 (17,713) (17,713) 17,713 17,713

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

Pricerisk

The Group is exposed to changes in quoted pricessahvestments in listed entities due to
general market forces or to factors specific toséhentities. The Group’s policy is to regularly
monitor market trading performance of these invesiitsiand any public announcements issued, to
identify any concerns with long-term performancepeptations. The Group’s exposure to
sensitivity of price risk is not considered materia
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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 and available-for-sale financial asSete Group’s exposure to credit risk arises from
potential default by the counter party, with a maim exposure equal to the carrying amount of
these instruments as indicated in the statemefihafcial position. Exposure at balance date is
addressed in each applicable note. The Group manhgge risk by investing with recognised
credit worthy third parties. Financial instrumehtdd by the Group are usually spread amongst a
number of financial institutions all of which hageedit ratings of AA or better, to minimise the
risk of counterparty default. At statement of fiogh position date the majority of cash and cash
equivalents are held by two financial institutiovith an S&P credit rating of AA.

Liquidity risk

Prudent liquidity management involves the mainteeanf sufficient cash, marketable securities,
committed credit facilities and access to capitaftkats. It is the policy of the board to ensuré tha
the Group is able to meet its financial obligatiamsl maintain the flexibility to pursue attractive
investment opportunities through ensuring the Grioap sufficient working capital and preserving
the 15% share issue limit available to the Grougenthe ASX Listing Rules.

Contractual maturities of financial liabilities ftre years ended 30 June:

2013 2012
$ $
Payable
- less than 6 months 550,745 382,384
- later than 6 months 1,362,355 -
Total 1,913,100 382,384
Currency risk

The Group has exploration projects in the RepulglicGuinea and Mauritania, has established a
UK subsidiary with an office in London and is lidten the London Stock Exchange AIM. The
Company has transactional currency exposures. ®xplosure arises from expenditure for
exploration and evaluation which can be affectgmificantly by movements in the US$/A$ and
Euro/A$ exchange rates and UK management and tegul@osts which can be affected
significantly by movements in the GBP/A$.

The Group has not entered into any derivative fir@nnstruments to hedge such transactions.
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLIC IES (Continued)
At 30 June, the Group had the following exposuri®teign currency:

2013 2012
AUD AUD
Usb GBP EUR Total UsD GBP EUR Total
Financial assets:

Cash & cash equivalents 106,139 - - 106,139 21,548 - - 21,548
Available for sale
investments - 1,697 - 1,697 - 1,725 - 1,725

Financial liabilities:
Trade and other payables (4,928)  (71,485) (3,202)  (79,615) (38,548) (54,894) (2,648)  (96,090)
Convertible loan (1,172,992) - - (1,172,992) - - -

Net exposure (1,071,781) (69,788)  (3,202) (1,144,771) (17,000) (53,169) (2,648) (72,817)

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

At 30 June 2013 and 2012 respectively, had theralissh Dollar moved, as illustrated in the table
below, with all other variables held constant, gest profit and equity would have been affected
as follows:

Post Tax Profit Equity
2013 2012 2013 2012
$ $ $ $
AUD/USD + 10% 107,178 1,700 107,178 1,700
AUD/USD - 10% (107,178) (2,700) (107,178) (2,700)
AUD/GBP + 10% 6,979 5,489 6,979 5,489
AUD/GBP - 10% (6,979) (5,489) (6,979) (5,489)
AUD/EUR + 10% 320 265 320 265
AUD/EUR — 10% (320) (265) (320) (265)
Total AUD + 10% 114,477 7,454 114,477 7,454
Total AUD — 10% (114,477) (7,454) (114,477) (7,454)

Management believe the statement of financial jprsilate risk exposures are representative of
the risk exposure inherent in the financial instenms.
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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 applicableesaotApart from the available-for-sale
investments, for which the fair value is determimsthg quoted market prices (level 1), there are
no financial assets or liabilities carried at fatue.

SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of the financial statements regumanagement to make judgements, estimates
and assumptions that affect the reported amountthénfinancial statements. Management
continually evaluates its judgements and estimateselation to assets, liabilities, contingent
liabilities, revenue and expenses. Management h&és@sdgements and estimates on historical
experience and on other various factors it beligedse reasonable under the circumstances, the
result of which form the basis of the carrying \edwf assets and liabilities that are not readily
apparent from other sources. Actual results majedifrom these estimates under different
assumptions and conditions.

Management has identified the following criticalcagnting policies for which significant
judgements, estimates and assumptions are madealAesults may differ from these estimates
under different assumptions and conditions and mayerially affect financial results or the
financial position 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 eval uation expenditure

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 relatgaagation 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 asseats he 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 instruteaat 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 Zlhe accounting estimates and assumptions relatinggtity-
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 allocatatl ginassessing 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 répgprsiegments 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 assetsadilitids are also not allocated to segments.
This is to avoid asymmetrical allocations withirgsents 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 expendes than the depreciation of fixed
assets.
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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
Other unallocated revenue 184,608
Total revenue per statement of
comprehensive income (i) 190,198
Other unallocated income 127,660
Results
Segment (loss) (19,785) (55,164) (74,949)
Unallocated items
Other unallocated revenue 190,198
Other unallocated income 127,660
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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SEGMENT INFORMATION (Continued)

Operating segments — 30 June 2012

Mauritania Guinea Total
uranium uranium
exploration exploration
$ $ $
Year ended 30 June 2012
Revenues
Other Revenue from external customers - - -
Total Segment revenue - - -
Unallocated items
Interest Income 247,372
Other unallocated revenue 95,362
Total revenue per statement of
comprehensive income 342,734
Results
Segment (loss) (54,241) (90,373) (144,614)
Unallocated items
Other unallocated revenue 342,734
Administrative expenses (2,825,427)
Net loss before tax (2,627,307)
Segment assets as at 30 June 2012 20,519,783 8,062,273 28,582,056
Cash and cash equivalents 1,763,431
Non-current assets classified as held for 151,661
sale
Other Corporate assets 742,834
Total assets per statement of financial
position as at 30 June 2012 31,239,982
Segment liabilities (84,372) (41,370) (125,742)
Unallocated liabilities (365,472)
Total liabilities (491,214)
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5. SEGMENT INFORMATION (Continued)
Geographic information
2013 2012
$ $
Revenue (by location of assets)
Australia 77,707 316,883
United Kingdom 112,491 25,851
190,198 342,734

Non-current assets
Australia 136,561 167,525
Mauritania 22,497,443 20,519,783
Guinea 8,330,227 8,062,273
United Kingdom 85,361 105,693

31,049,592 28,855,274

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

non-current assets classified as held for sale.

6. REVENUE

Interest income 5,590 247,372

Office sub-lease rent 184,608 87,291
Other revenue - 8,071

Total revenue 190,198 342,734

7. OTHER INCOME

Gain on derivative financial instruments 167,813

Total other income 167,813
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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 available for sale assets
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

Minimum lease payments — 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

2013 2012
$ $
194,593 177,084
48,314 197,557
89,887 96,270
1,030,987 1,057,943
13,490 15,459
3,434 3,055
28 21,756
78,868 83,977
49,279 -
548,428 -
154,662 110,549
106,750 136,663
18,823 52,783
96,592 95,170
189,727 62,000
84,389 75,087
137,172 328,624
413,610 234,365
146,759 141,787
3,405,792 2,890,129
785,555 747,520
(17,416) 33,454
14,833 63,065
248,015 213,904
1,030,987 1,057,943
27,574 28,709
27,574 28,709

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

2013 2012
$ $

A reconciliation from accounting loss to tax expeisas follows:
Accounting (loss) from continuing operations befm@me tax (3,156,048) (2,627,307)
At Company'’s statutory income tax rate of 30%
(2012:30%) (946,814) (788,192)
Expenditure not allowable for income tax purposes 225,896 51,530
Deferred tax benefits not brought to account 748,492 765,371
Income tax expense reported in the Income Statement 27,574 28,709
Deferred income tax
Deferred income tax at 30 June relates to thevidtio:
Deferred tax liabilities
Exploration & evaluation costs 9,224,474 8,539,066
Set-off of deferred tax assets (9,224,474) (8,539,066)
Net deferred tax liabilities - -
Deferred tax assets
Carried forward losses recognised to the extent of
deferred tax liabilities 9,224,474 8,539,066
Set-off of deferred tax liabilities (9,224,474) (8,539,066)

Deferred tax income/(expense) -

The Company has other losses of $25,954,703 (2042,397,764) for which no deferred tax asset has
been recognised. These losses are available iitdbfifior offset against future taxable profits thie

Company in which the losses arose subject to ngeetrtain statutory requirements.

At 30 June 2013, the Company has other deductipadrary differences of $572,671 (2012: $860,580)
for which no deferred tax asset has been recognidee of these deductible temporary differenckgee

to investments in subsidiaries, associates or y@ntures.
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10. LOSS PER SHARE

The following reflects the loss used in the basid diluted loss per share computations:

2013 2012
$ $

Net profit/(loss) attributable to ordinary equitglters of the
Company (3,183,622) (2,656,016)
Weighted average number of ordinary shares forcbasi
earnings per share 874,116,124 701,499,557
Weighted average number of ordinary shares adjusted
for the effect of dilution 874,116,124 701,499,557

Between the reporting date and the date of congpledf these financial statements the Company has
issued 113,752,047 ordinary shares following cosiger of debt and 42,000,000 ordinary shares in
accordance with the first tranche of the placemsmiounce on 15 August 2013. 88,652,200 options
expired on 2 August 2013.

At the balance sheet date the Company had 98,8525ions (2012: 105,702,500) and 2,250,000 partly
paid shares (2012: 2,250,000) on issue which woatchave a dilutive effect on basic earnings peresh

as calculated in accordance with AASB 133. Furtleeenbased on the share price at balance date the
convertible loan would convert to 106,740,364 oadinshares. These potential shares are also coedide
anti-dilutive.

11. CASH AND CASH EQUIVALENTS

Cash at bank and in hand 146,013 1,663,431
Short term deposits - 100,000
146,013 1,763,431

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

Short term deposits are held with banks with maeasriof three months.
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2013 2012
$ $

12. TRADE AND OTHER RECEIVABLES
Environmental security deposit — Millenium project 7,950 7,950
Exploration bank guarantee deposits - Mauritania 229,788 209,043
Rent security deposit 100,296 125,210
Interest receivable - 755
VAT receivable — United Kingdom 68,441 167,356
Other - 18,353

406,475 528,667

Environmental security deposit has an average iatfr90 days and a floating interest rate, whitets
averaged 2.20% per annum for the year (2012: 2.20%mum). Exploration bank guarantee deposits are
non-interest bearing. These deposits are requimeéruthe terms of the Mauritanian exploration |

as guarantee that minimum expenditure commitmeitbavachieved. The guarantee deposits are for the
term of the exploration permit renewals (three gkaor until minimum expenditure has been
demonstrated. The deposits are held with BanquéoiNdé de Mauritanie, one of the three largest
commercial banks in Mauritania.

13. NON-CURRENT ASSETS CLASSIFIED AS HELD FOR SALE

During 2009 the Company decided to focus on itsniura prospects in West Africa and to pursue
opportunities to realise value for its non-uraniagsets. The Company entered into sale agreements to
realise value for its non-uranium assets and tbezakcognised these exploration assets as asdétfoh

sale.

On 18 August 2009, the Company announced an opgioeement for the sale of Millenium assets. This
agreement is still in place and has been extenddld venewal of several of the mining leases ialfsed.
Renewal of the mining leases was delayed while tiegty landholder compensation agreements. The
negotiations have been completed and the finaleageats have been executed and lodged. On 17
September 2013 the Company announced that thenopgiceement has been varied with consideration
reduced to $100,000 plus reimbursement of cer&marhent costs.

The major classes of assets and liabilities aswatiaith the Millenium project which was unallocaie
the segment note disclosure in the prior peridgDalune 2013 are as follows:

2013 2012
$ $
Assets
Exploration and evaluation expenditure 126,081 151,661
Assets classified as held for sale 126,081 151,661
Liabilities (2,760) (2,847)
Net assets classified as held for sale 123,321 148,814
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14. AVAILABLE-FOR-SALE INVESTMENTS

2013 2012
$ $
At fair value
Shares - listed 1,697 1,725
1,697 1,725

Available-for-sale investments consist of investtaeim ordinary shares, and therefore have no fixed
maturity date or coupon rate. The fair value ad@0e 2013 included unrealised losses during tlzedial
year of $28 (2012: loss of $19,798) due to moverireatjuity prices and currency exchange rates.

Listed shares
The fair value of listed available-for-sale investits has been determined directly by reference to
published price quotations in an active market.rétaee no individually material investments.

15. EXPLORATION AND EVALUATION EXPENDITURE

Carrying amount at beginning of year 28,463,555 22,758,353
Additions 2,284,692 5,705,202
Carrying amount at end of year net of impairment 30,748,247 28,463,555

Exploration and evaluation costs have been cagstdlat cost. No impairment loss was recognisetidn t
2013 financial year (2012: Nil) because either:
* The exploration and evaluation activities are eiguedo 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 gdfisant 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.

16. PROPERTY, PLANT AND EQUIPMENT

Plant and equipment
Carrying amount at beginning of year net of accuatad

depreciation and impairment 240,058 212,496
Additions 16,238 123,649
Exchange differences 8,855 183
Depreciation (89,887) (96,270)
Carrying amount at end of year net of accumulated

depreciation and impairment 175,264 240,058

Plant and equipment

Cost 547,188 519,694
Accumulated depreciation and impairment (371,924) (279,636)
Net carrying amount at end of year 175,264 240,058

No impairment loss was recognised in the 2013 @2Zhancial years.

59



FORTE ENERGY NL
(ABN 59 009 087 852)

NOTESTO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 30 JUNE 2013

17. TRADE AND OTHER PAYABLES

2013 2012
$ $
Trade payables 382,959 180,530
Accruals 167,786 201,854
Trade and other payables 550,745 382,384

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

18. PROVISIONS

Employee
Benefits
$
At 30 June 2011 66,079
Movement during the year 33,738
At 30 June 2012 99,817
Movement during the year 14,548
At 30 June 2013 - Current 85,269

19. DERIVATIVE FINANCIAL INSTRUMENTS
The Company has entered into the following derixationtract that has not been designated as a:hedge

2013 2012
$ $

Warrant derivatives at fair value — issued 3 Auqisit? - -

88,652,500 unlisted warrants expiring on 2 August2were issued on 3 August 2012 to institutional
investors who participated in the Company’s placasién June and August 2012. Participants received
one free-attaching warrant for every 2 shares. Whegants are exercisable at GBP 3 pence each and
entitle the holder to one fully paid ordinary shamethe Company once exercised. The fair value at
inception was $127,660. The fair value at 30 JWB2vas nil.

The change in the fair value of these derivativie$127,660 (2012: nil) has been recognised in puaofi
loss during the reporting period under other incam@ain on derivative financial instruments.
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19. DERIVATIVE FINANCIAL INSTRUMENTS (Continued)

Unlisted warrants granted and option pricing modelinputs:

The Binomial model inputs for unlisted warrantsies on 3 August 2012 included:

(a) 88,625,000 warrants were granted for no cornsida. 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 opsigrant: $0.02

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

(f) Expected Dividend yield: Nil

(9) Expected life: 1 year

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

20. CONVERTIBLE LOAN

2013 2012
$ $
Convertible Loan 1,172,992 -
1,172,992 -

On 6th June 2013, the Company announced that iehteged into a two year convertible loan facifiy
up to US$1,000,000 with Dutchess Opportunity Cayiand, 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 converiitda
(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 rireurity date to repay all drawdown amounts togeth
with interest accrued thereon at a price equabi4d of the outstanding drawdown amounts and accrued
interest. All drawdown amounts together with ingéraccrued shall be due and payable on the maturity
date at the aforementioned price if not repaidiey@ompany on or before the maturity date.

Between July and September 2013 the Company isEL@d@52,047 ordinary shares to Dutchess Capital

in satisfaction of the initial drawdown amount oS§$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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21. CONTRIBUTED EQUITY

2013 2012
$ $
Issued And Paid Up Capital
905,868,264 (2012: 793,914,311)
ordinary shares, fully paid 85,307,346 83,054,349

2,250,000 (2012: 2,250,000) of 25 cent
value ordinary shares, paid to 1 cent 22,500 22,500
85,329,846 83,076,849

Effective 1 July 1998, the Corporations legislatadmolished the concept of authorised capital amd pa
value shares. Accordingly, the Company does no¢ laavhorised capital nor par value in respectsof 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 83,076,849 81,287,225
Shares issued:

- 98,325,000 shares issued from placement at 28&ep

(1.95 cents) per share - 1,918,750
- Transaction costs arising from issue of shares - (129,126)
- 78,980,000 shares issued from placement at 28&ep

(1.95 cents) per share 1,478,328 -
- 29,250,000 shares issued under equity financoijtly 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 -
- Transaction costs arising from issue of shares (157,389)
Balance at end of year 85,329,846 83,076,849

(b) Share Options
Options over ordinary shares:

During the financial year 93,652,500 (2012: 5,000)0options were issued over ordinary shares
in the Company. 88,652,500 options are exercisabl pence on or before 2 August 2013 and
5,000,000 options are exercisable at 3 pence doefore 14 February 2015 (2012: 1,000,000
options are exercisable at 6 pence on or beforedesber 2016 and 4,000,000 options are
exercisable at 12.5 cents on or before 14 AprilR201
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CONTRIBUTED EQUITY (Continued)

At the end of the year, there were 98,652,500 (2@82000,000) unissued ordinary shares in
respect of which options were outstanding. No oioutstanding were issued under the
Employee Share Option Plan. The options outstandcigde
e 1,000,000 options with an exercise price of 6 pesiwg a weighted average remaining
contractual life of 3.2 years,
* 4,000,000 options with an exercise price of $0.428 a weighted average remaining
contractual life of 1.8 years, and
* 93,625,500 options with an exercise price of 3 pesed a weighted average remaining
contractual life of 0.2 years.

Details of the Employee Share Option Plan are plexvin Note 26.
Terms and conditions of contributed equity

Ordinary Shares

Holders of ordinary shares are entitled to recdivedends 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 pesdny proxy shall have one vote and such
shares shall upon a poll confer only that fractidrone 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, Iggsaid 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.

63



21.

22.

(d)

FORTE ENERGY NL
(ABN 59 009 087 852)

NOTESTO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 30 JUNE 2013

CONTRIBUTED EQUITY (Continued)

Capital risk management

When managing capital (being equity of $29,821,280 at 30 June 2013), management’s
objective is to ensure the Consolidated Entity icn@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 lowest of capital available to the Consolidated
Entity.

In order to maintain or adjust the capital struetdhe Consolidated Entity may adjust the amount
of dividends paid to shareholders, return capdahareholders, issue new shares, enter into joint
ventures or sell assets.

The Company does not have a defined share buyglank

No dividends were paid in the year ending 30 JWi32nd no dividends are expected to be paid
in the year ending 30 June 2014.

There is no current intention to incur debt fundiog behalf of the company as on-going
exploration expenditure will be funded via conJadidebt, equity, asset sales or joint venture
arrangements with other companies.

The Consolidated Entity is not subject to any enddly imposed capital requirements.

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

ACCUMULATED LOSSES AND RESERVES

Movements in accumulated losses were as follows:

2013 2012
$ $
Accumulated losses at 1 July (54,714,219) (52,058,203)
Net loss attributable to members of the Company (3,183,622) (2,656,016)
Accumulated losses at the end of the year (57,897,841) (54,714,219)
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ACCUMULATED LOSSES AND RESERVES (Conti

Other reserves:

nued)

Available-for-  Equity benefits Foreign Total

sale financial reserve currency

assets reserve translation

$ $ $ $

At 1 July 2011 (1,957) 2,331,334 (11,769) 2,317,608
Net gains/(losses) on available-
for-sale assets 1,957 - 1,957
Foreign currency translation - - (58,492) (58,492)
Share based payment - 125,065 125,065
At 30 June 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

The Available-For-Sale Financial Assets Reserverdscmovements in the fair value of available-

for-sale investments.

The Equity Benefits Reserve is used to record tieevof share based payments provided to key

management personnel, directors and consultamsrasf remuneration.

The Foreign Currency Translation Reserve is useddord exchange differences arising from the

translation of the financial statements of foresgibsidia

CASH FLOW STATEMENT RECONCILIATION

ries.

2013 2012
$ $
Reconciliation of net loss after tax to net cash
flows from operations
Net loss (3,183,622) (2,656,016)
Adjustments for:
Depreciation 89,887 96,270
(Gain)/ loss on foreign exchange 3,434 3,055
Impairment loss on non-current assets held for sale 44,355 -
Impairment loss on available for sale assets 28 21,756
Share based payments 204,560 125,065
(Gain) on derivative financial instruments (127,660)
Loss on convertible loan 548,428
Changesin assets and liabilities
(Increase)/decrease in receivables 142,937 (22,048)
(Increase)/decrease in prepayments 74,648 (27,298)
(Decrease)/increase in current tax liability 22,329 (27,222)
(Decrease)/increase in trade payables (425,107) 28,091
(Decrease)/increase in provisions (14,548) 33,737
Net cash from operating activities (2,620,311) (2,424,610)
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CASH FLOW STATEMENT RECONCILIATION (Continued)

Non-cash financing and investing activities

During 2013 the Company did not undertake any rashcfinancing and investing activities
(2012: Nil).

RELATED PARTIES

Subsidiaries

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

Country of % Equity Interest
Name Incorporation 2013 2012
Forte Energy UK Limited United Kingdom 100 100

Ultimate parent
Forte Energy NL is the ultimate parent company.

Key management personnel
Details relating to key management personnel, diolyiremuneration paid and other transactions,
are included in Note 25.

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 agement fees through inter-company loan
accounts. Transactions between Forte Energy NLFanig Energy UK Limited during the year
ended 30 June 2013 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 $37,597
(receivable at 30 June 2012: $1,441,107).

There were no other related party transactions.
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25. KEY MANAGEMENT PERSONNEL DISCLOSURES

(a) Details of Key Management Personnel

G R Featherby Chairman appointed 2 August 2004

M D Reilly
C D Grannell
J G Leahy
S Yelland
M R Wylie

Managing Director appointed 2 August 200
Director (non-executive) appointed griA2005
Director (non-executive) appointed 26ilA112
Chief Operating Officer appointed 1 Segier 2011
Company Secretary appointed 5 Novemb&820

There were no changes of the Executives or key geanant personnel between the reporting date and the

date the Financial Report was authorised for issue.

(b) Compensation of Key Management Personnel

2013 2012
$ $

Short-term employee benefits 1,069,043 1,171,806
Post-employment benefits 76,325 74,039
Other long-term benefits - -
Termination benefits - -
Share based payments 14,833 63,065

1,160,201 1,308,910

(c) Option holdings of Key Management Personnel
Balance at Granted as Options Net Balance at At 30 June 2013
beginning of  Compens- Exercise  Change end of
Year ended period ation d Other (ii) period
30 June 2013 1 July 2012 30 June  Total Not Vested (i) Vested
2013

G R Featherby 1,500,000 - - (700,000) 800,000 &0,0 800,000
M D Reilly 1,500,000 - - 500,000 2,000,000  2,000,00 2,000,000
C D Grannell 1,500,000 - - 1,100,000 2,600,000  @BW0 2,600,000
J G Leahy - - - 800,000 800,000 800,000 - 800,000
S Yelland 1,000,000- - - 1,000,000 1,000,000 5000 500,000
M R Wylie - - - - - - - -
Total 5,500,000 - - 1,700,000 7,200,000 7,200,000 00,0 6,700,000

(i) Options for Mr Yelland vest 500,000 off and 2¢ anniversaries of his employment
(ii) 1,500,000 options for each of Mr Featherby, Mr Reihd Mr Grannell expired during the year

Mr Featherby, Mr Reilly, Mr Grannell and Mr Leahgopired options under the placement approved byekbalers on

2 August 2012.
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Balance at Granted as Options Net Balance at At 30 June 2012

beginning of  Compens- Exercise  Change end of
Year ended period ation d Other (ii) period
30 June 2012 1 July 2011 30 June  Total Not Vested (i) Vested

2012
G R Featherby 1,500,000 - - - 1,500,000 1,500,000 ,5001,000 -
B T Judge 4,500,000 - - (4,500,000) - - - -
M D Reilly 1,500,000 - - - 1,500,000 1,500,000 DEDO -
C D Grannell 1,500,000 - - - 1,500,000 1,500,000 50@,000 -
B Gustafsson 5,000,000 - - (5,000,000) - - - -
J G Leahy - - - - - - - -
S Yelland - 1,000,000 1,000,000 1,000,000 1,0m,0 -
M R Wylie - - - - - - - -
Total 14,000,000 1,000,000 - (9,500,000) 5,500,0005,500,000 5,500,000 -
0] Options for Mr Featherby, Mr Reilly and Mr Grannedin only be exercised if the VWAP for the Comparyhares on

ASX is at or above 35 cents for more than 30 days
Options for Mr Yelland vest 500,000 oft 4nd 2° anniversaries of his employment

(ii) Lady Judge and Mr Gustafsson resigned as direotoB9 April 2012

(d) Shareholdings of Key Management Personnel

Shares held in Balance Granted as On Exercise Net Change Balance
Forte Energy Ltd 1 July 2012 Remuneration of Options Other 30 June 2013
(number)

Fully Paid Fully Paid Fully Paid Fully Paid Fully Paid
30 June 2013 Ordinary Shares  Ordinary Shares  Ordinary Shares  Ordinary Shares  Ordinary Shares
G R Featherby 10,657,286 - - 5,723,000 16,380,286
M D Reilly 11,733,333 - - 5,683,000 17,416,333
C D Grannell 2,500,000 - - 5,200,000 7,700,000
J G Leahy - - - 1,600,000 1,600,000
S Yelland - - - - -
M R Wylie 100,000 - - 1,000 101,000
Total 24,990,619 - - 18,207,000 43,197,619
Shares held in Balance Granted as On Exercise Net Change Balance
Forte Energy Ltd 1 July 2011 Remuneration of Options Other 30 June 2012
(number)

Fully Paid Fully Paid Fully Paid Fully Paid Fully Paid
30 June 2012 Ordinary Shares  Ordinary Shares  Ordinary Shares  Ordinary Shares  Ordinary Shares
G R Featherby 10,657,286 - - - 10,657,286
B T Judge 1,325,000 - - (1,325,000) -
M D Reilly 11,733,333 - - - 11,733,333
C D Grannell 2,500,000 - - - 2,500,000
B Gustafsson - - - - -
S Yelland - - - - -
M R Wylie 100,000 - - - 100,000
Total 26,315,619 - - (1,325,000) 24,990,619

There were no partly paid shares held by Key Manamt Personnel in 2013 (2012: 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.

68



FORTE ENERGY NL
(ABN 59 009 087 852)

NOTESTO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 30 JUNE 2013

25. KEY MANAGEMENT PERSONNEL DISCLOSURES (Continued)

(e) Other key management personnel did not holcesha the Company.
(f) Other transactions and balances with Key Mamage Personnel and their related parties.

From 1 September 2011, the Company began rentimdfige at normal market prices from an entity

associated with G R Featherby. During the yearatgrayments of $122,891 (2012: $103,183) were
made to the entity. From 1 April 2007 to 31 Aug@6tll, the Company rented an office at normal
market prices from an entity associated with G Rtikerby and M D Reilly. During the year there

were no rental payments (2012: $20,249) made tertligy.

26. SHARE-BASED PAYMENT PLANS
(a) Share Options issued as Remuneration

During the year there were no unlisted options 2201il) issued as remuneration to Directors of the
Company. During the year there were no unlistedoopt (2012: 1,000,000) issued to other Key
Management Personnel.

(b) Employee Share Option Plan, ‘ESOP’

At the Annual General Meeting held on the 29 Novenmt®96 the shareholders approved the adoption of
an Employee Share Option Plan (“the Plan”). Thedaopen to all Directors, employees and constdtan
of the Company or any Subsidiaries. Options issuratker the Plan together with any other scheme must
not exceed 10% of the issued capital of the Compgatiye time of the issue of the options. Opticssieéd
under the Plan are unlisted for no consideratidre &xercise price shall be determined by the Direct
but shall be not less than the higher of the awedhgsing sale price of the Company’s fully paidi@ary
shares on the ASX over five trading days immedjapebceding the day of issue of the Options and®0.
cents.

There were no share options granted, exercisexpireel under the Plan during the year (2012: nil).
(c) Summary of options:

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

2013 2013 2012 2012

No. WAEP No. WAEP
Outstanding at the beginning of the year 19,000,000 0.139 15,000,000 0.143
Granted during the year 93,652,500 0.050 5,000,000 0.118
Forfeited during the year - - - -
Exercised during the year - - - -
Expired during the year (14,000,000) 0.146 (1,000,000) 0.091
Outstanding at the end of the year 98,652,500 0.053 19,000,000 0.139
Exercisable at the end of the year 98,152,500 0.053 12,000,000 0.113
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26. SHARE-BASED PAYMENT PLANS (Continued)
Compensation options granted and option pricing moell inputs:

For option pricing model inputs for 88,625,000 stdd warrants issued on 3 August 2012, refer t@ Not
19 Derivative Financial Instruments.

A further 5,000,000 unlisted warrants expiring @ghFebruary 2015 were issued on 27 February 2013 to
Darwin Strategic Limited, under the terms of a GEPmillion discretionary equity financing facilitfhe
warrants are exercisable at GBP 3 pence each diié éme holder to one fully paid ordinary shanethe
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 warrantsiesd on 27 February 2013 included:

(a) 5,000,000 warrants were granted for no conataer. 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 ops@rant: 1.96 pence

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

(f) Expected Dividend yield: Nil

(g) Expected life: 1.96 years

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

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

(@) 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 optignast: $0.072

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

(f) Expected Dividend yield: Nil

(9) Expected life: 5 years

(h) Risk-free interest rate: 4.675%.
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The Binomial model inputs for unlisted options sgwn 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 standandadi®n: 95%

(f) Expected Dividend yield: Nil

(g) Expected life: 3 years

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

Weighted average fair value:

The weighted average fair value of options grardedng the year was $0.0019 per option (2012:
$0.0192).

Range of exercise price:

The range of exercise prices for options outstapdinthe end of the year was $0.050 - $0.125 (2012:
$0.092- $0.20).

Weighted average remaining contractual life:

The weighted average remaining contractual lifeliershare options outstanding as at 30 June 2013 i
0.27 years (2012: 1.09 years).
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FORTE ENERGY NL
(ABN 59 009 087 852)

NOTESTO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 30 JUNE 2013

COMMITMENTS AND CONTINGENCIES

(a) Exploration Commitments

In order to maintain current rights of tenure tglexration tenements, the Group is required to
meet minimum expenditure requirements of the relewagulatory bodies. Minimum expenditure
requirements including permit rentals are $583,82®L2: $363,290). 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:

2013 2012
$ $
Exploration commitments
Within one year 583,578 256,880
After one year but no more than five years - 106,410
583,578 363,290

(b) Operating Lease Commitments — Group as lessee

The commercial lease for rental of the Group’s heffide in Perth reverted to a monthly basis
from 31 August 2013.The Group also leases an offieeondon. The lease is for five years ending

3 October 2016 with an option to break after threars.

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

2013 2012
$ $
Within one year 173,766 161,648
After one year but no more than five years 39,187 180,786
After more than 5 years - -
212,953 342,434

Total minimum lease payments

(c) Contingent Asset

There are no contingent assets.

(d) Contingent Liabilities

There are no contingent liabilities.
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FORTE ENERGY NL
(ABN 59 009 087 852)

NOTESTO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 30 JUNE 2013

EVENTS AFTER THE REPORTING DATE

On 11 July 2013, the Company announced the prop@segiisition of Leo Mining and
Exploration Limited (“Leominex”), an unlisted compawith interests in a portfolio of uranium
and rare earth elements (“REE”) assets in Africa.

On 16 August the Company announced a placing oftau£2.5 million (A$4.25 million),
conditional on the proposed Leominex acquisition.

On 16 September 2013, the Company advised thatrtpmsed Leominex acquisitiomould not
proceed because the parties could not agree oaircgnoposed material amendments to the
agreed terms including the withdrawal by Leominésame of the assets. A reduced placement
expected to raise approximately £0.75m (A$1.27iom)l before costs and a Share Purchase Plan
were announced.

Between July and September 2013 the Company isklL@d@52,047 ordinary shares to Dutchess
Capital in satisfaction of the initial drawdown amé of US$600,000.

AUDITORS' REMUNERATION

2013 2012

Amounts received or due and receivable by Ernst &
Young for audit services — being an audit or reviduhe
financial report of the Consolidated Entity 49,440 47,380

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 12,118 16,401
61,558 63,781
30. PARENT ENTITY INFORMATION
Current assets 277,545 731,364
Total assets 31,263,563 30,954,467
Current liabilities 390,091 290,424
Total liabilities 1,563,082 290,424
Net assets 29,700,481 30,664,043
Issued capital 85,329,846 83,076,849
Retained losses (58,149,130) (54,869,205)
Net gains/(losses) on available-for-sale assetsves - -
Share-based payments reserve 2,519,765 2,456,399
Total shareholders’ equity 29,700,481 30,664,043
Loss of the parent entity (3,279,925) (2,695,374)
Total comprehensive income of the parent entity ,488,443) (2,822,396)

The parent entity does not have any contingentlitials.

The parent entity has no contractual commitmentslation to the acquisition of property, plant or
equipment.
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FORTE ENERGY NL
(ABN 59 009 087 852)

NOTESTO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 30 JUNE 2013

DIRECTORS DECLARATION

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

(a) the financial statements and notes of Consolidated Entityare in accordance vh the
Corporations Act 2001, includir

0] giving a true and fair view of trConsolidated Entity’sinancial position as at &
June 2@3 and of its prformance for the year ended on that date

(i) complying witl Australian Accounting Standard@ncluding the Australial
Accounting Interpretation and theCorporations Regulations 2001;

(b) subject to the matters described in No° Going Concernthere are reasonable ground:
believe that th&€€onsolidated Entil will be able to pay itslebts as and when they becc
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 receivingdiearations required to be made to
Directors in accordance with Section 295A of thep@oations Act 2001 for the financial ye
ending 30 June 2013.

On behalf of the Board

MARK REILLY
MANAGING DIRBECTOR

30 September 2013
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Independent auditor's report to the members of Forte Energy ML
Report on the financial report

We have audited the accompanying financial report of Forte Energy ML, which comprises the consolidated
statement of financial position as at 30 June 2013, the consolidated 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 Note 2, the directors also
state, in accordance with Accounting Standard AASE 101 Presentation of Financial Statements, that the
fimancial statements comply with International Financial Reporting Standards.

Auditor's responsibility

Cur 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 require that we comply with
relevant ethical requirements relating to audit engagemenis and plan and perform the audit to obtain
reasonable assurance about whether the financial report is free from material misstatement.

An audit invelves performing procedures to obtain audit evidence about the amounts and disciosures in
the financial 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 audifor considers internal controls relevant to the entity's preparation and fair
presentation of the financial report in order to design audit procedurss that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's
internal comtrols. An audit also includes evaluating the appropriatensss of accounting policies used and
the reasomableness 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 obiained is sufficient and appropriate to provide a basis for our
audit opiniomn.

Independence

In conducting our audit we have complied with the independence requirements of the Corporations Act
2001. We hawve given to the directors of the company a writien Auditor's Independence Declaration, a

copy of which is included in the directors’ report.

DLDRFORTEDOT
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Opinion
In our opinion:

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

i giving a true and fair view of the consolidated entity's financial position as at 30 June 2013
and of its performance for the year ended on that date; and

it complying with Australian Accounting Standards and the Corporations Reguiations 2001,
and

b. the financial report also complies with internalional Financial Reporting Standards as disclosed in
Mote 2.

Report on the remuneration report

We have audited the Remuneration Report included in the Directors' Report for the year ended 30 June
2013. The directors of the company are responsible for the preparation and presentation of the
Remuneration Report in accordance with section 300A of the Corporations Act 2001 Qur responsibility is
to express an opinion on the Remuneration Report, based on our audit conducted in accordance with
Australian Auditing Standards.

Opinion

Im our opinion, the Remuneration Report of Forte Energy WL for the year ended 30 June 2013, complies
with section 300A of the Corporations Act 2001.

Material Uncertainty Regarding Continuation as a Going Concern

Without gualifying our opinion, we draw attention to Note 2 in the financial report. As a result of the
matfers described in Mote 2, there is a significant uncertainty whether the consolidated entity will
continue as a going concern and therefore whether it will realise its assets and extinguish its liabilities in
the normal course of business and at the amounts stated in the financial report. The financial report does
not include any adjustments relating to the recoverability and classification of recorded asset amounts or
to the amounts and classification of [fabilities that might be necessary should the consolidated entity not
continue as a going concern.
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D5 Lewsen

Partner

Perth

30 September 2013
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