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DIRECTORS' REPORT

Your Directors presentheirr e por t on Legacy |l rom Qrnérel in@iotmegydan y B ) e d a
ended 30 June 2009.

1. DIRECTORS

The names of Directors in office during the whole of flearand up to the date of this repamless
otherwise stated

Ms Sharon Kia Le HenfExecutivg

Mr Hunt Tao Han

Mr Timothy Paul Turner

Mr Sam Huandalternate for Mr Hunt Hafrom 17 February 2007 to 31 March 2009.

2. COMPANY SECRETARY

Mr Ivan Wuheld the position of company secretary froBn@ctober2008 up to the date of this report.
Mr Timothy Turnerheld the position of company secretary frahMarch2008 to 23 October2008.

3. PRINCIPAL ACTIVITIES
The principal activity of the Copany during the financial yeaas mineral exploration.

4. REVIEW OF OPERATIONS

Corporate

On 8 July 2008, th€ompanymade its debut on the Australi&ecurities Exchange, following an initial
public offering (Al POO0) reaching a subscription of
million shares at 25 cents per share. The market capitalisation on listing was $21.6 million, with a total of

86.6 million shares on issue.

On 18 September 200&he Company lodged a Short Form Prospectus with ASX Limited and the
Australian Securities & Investment Commission. All shareholders listed on the Share Register of Legacy

Iron Ore limited at the Record Date of 30 Septembreentitled to participate in this nenenounceable

rightsi ssue (ARights I ssued) of Options on the basis
were issued at one cent each with an exercise price @8 and an expiry date of 7 January 2012.

On 24 October 2008, the Company completed the Rights Issue to eligible shareholders. A total of
10,155,572 options welissuedpursuant to the nerenounceable entitlement offer. The net prosdeaim

the Rights $sue ($90,539were used as working capital to finance further exploration of projects in the
Companyds existing portfolio as well as to look fo

Mineral Exploration

Legacy has a mulpronged exploratiorfocus for gold and irorore. Thetenements are located in the
Kimberley, Pilbara, Gascoyne and Yilgarn regions of Western Australia and the Company is in the process
of establishing and compiling data over the tenement packages.

In March 2009 the Company expanded its gold pbeotfim Western Australia with the acquisition of the
South Laverton exploration project from Jackson Minerals Limited for $100,000 casiheigsue of
1,562,500 shares with a fair value%#50,000 in shares. These tenements cover an areasaf ki3i3and
have an inferred gold resource of 44,500 ounces.

In June 2009 the company acquired interests in tenements at Mount Celia for $60,000 cash and the issue of
1,425,000 sharesith a fair value of $128,256f which 925,000 shares were issued in Septemt@® 26

deferred settlementThe tenements cove25.9%5q kmsand contain an open pit indicated resource
containing 46,400 ounces of gold.
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10.

DIRECTORS' REPORT (continued)

REVIEW OF OPERATIONS (continued)

The Company continues to evaluate investment opportunities in the early definition of iron ore and gold
assets in Australia.

OPERATING RESULTS

The Company incurred a loss after income ta%3)866,629 for the year (2008: Loss of $6,241,874). The
Company has cash funds on hand of $1,215,706 at 30 June 2009 (30 June 2008:$4,155,733).

DIVIDENDS PAID OR RECOMMENDED

The Drectors do not recommend the payment of a dividend and no amaibeba paid or declared by
way of a dividend to the date of this report.

SIGNIFICANT CHANGES IN STATE OF AFFAIRS

Other than the matters outlined in Sectiombbve, nosignificant changes in th€ o mp a statedas affairs
occurred during the financigkar

AFTER BALANCE DATE EVENTS

On 27 August 2009 the Company announced a fully underwrittersemarunceable rights issue to shareholders.
Under the terms of the rights issue shareholders will be entitled to apply for 1 share for every 2etthatesnh
issue price of 4.5 cents per share. The rights issue will raise funds of $1,852,356 after costs.

No other matter or circumstare has arisen since 30 June 2008t has significantly affected, or may
significantly affect:

(@t he Companygibkture financia ytears or

(b) the results of those operations in future financial years; or

(c0the Companydés state of affairs in future financi

FUTURE DEVELOPMENTS, PROSPECTS AND BUSINESS STRATEGIES

The entity will continue its mineradxploration activity at and around its exploration projects with the object of
identifying commercial resources.

ENVIRONMENTAL ISSUES

The entity is aware of its environmental obligations with regards to its exploration activities and ensutes that i
complies with all regulations when carrying out any exploration work.
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11.

DIRECTORS' REPORT (continued)

INFORMATION ON DIRECTORSAND COMPANY SECRETARY

Sharon Heng
Qualifications

Experience

OtherDirectorships

Interest in Shares and Options

Timothy Paul Turner

Qualifications

Experience

Other Directorship

Interest in Shares and Options

ExecutiveDirector
B.A. (PolSc), MBA

Ms Heng has a background in commodities trading, internati
business development and strategic alliance planning. She ha:
13 years experience in international business consultancy,
venture negotiations, resource funding anditehpaising. Ms Heng
has extensive experience in China, dealing with government
private sectors, within the oil and gas, energy, infrastructure
mining industries.

Ms Heng has not held a directorship in any other listed compait
the last 3 years

Fully Paid Ordinary Shares 53,547,603
25 cents, 7 January 2012 Options 23,009,836
25 cents, 7 January 2BDptions 22,500,000
Performance SharésNone vested 28,000,000
Non-ExecutiveChairman

B.Bus, FCPA, FTIA, Registered Company Auditor

Mr Turner specialises in business structuring, corporate and trus
planning and has in excess df years experience in new ventures &
capital raising.

As the senior partner of the accounting firm Hewitt, Turner
Gelevitis he specialises in all areas of business consultancy, str.
planning and is responsible for the issuing of audit opinions.

Mr Turner has a Bachelor of Business (Accounting and Busi
Administration), is a Registered Company Auditor, a Fellow of C
(Australia) and a Fellow of the Taxation Institute afstralia.

Mr Turner is also a Dector of Cape Lambert Iron Ore Limite
(appointed 16 September 2004 International Goldfields Limitec
(appointed31 January 200Q6and Global Iron Limitedappointedl6
May 2007.

Fully Paid Ordinary Shares 500,000
25 Cents, 7 January 2012 Optio 100,000
25 Cents, 7 January 2013 Optio 100,000
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DIRECTORS' REPORT (continued)

11. INFORMATION ON DIRECTORSAND COMPANY SECRETARY (contined)

Hunt Han

Qualifications

Experience

Other directorships

Interest in Shares and Options

Sam Huang

Qualifications

Experience

Other Directorships

Interest in Shares and Options

lvan Wu

Qualifications

Experience

Non-Executive Director

Tertiaryqualification in Commerce

Mr Han has over@years experience in Foreign trade and investm
as a Diplomat for Chinabds Exp
is the former Vice General Me
Trade and Economic Corpoiat and has an extensive network
corporate clients and governmental contacts all over the world.

Mr Han has not held a directorship in any other listed company it
last 3 years.

Fully Paid Ordinary Shares 6,000000
25 Cents, 7 January 2012 Optiot 50,000
25 Cents, 7 January 2013 Optiot 50,000

Alternate for Hunt Harfor the period 17 February 2009 to 31 Mar
2009.

Bachelor of Economics

Mr Huang is the current manager of the purchasing department v
private company.

Mr Huang has not held a directorship in any other listed compat
the last 3 years.

Nil

Company Secretary

BSc (Comp Sc), AAICD

Mr Wu is a graduate from Curtin University and has more thar
years commercial experience in the utility and IT industries, prim:
in a corporate role as a developer of businasd systems. He he
been particularly active in the areas of business optimisation,
efficiency and business process improvements. He is one of thi
membersine |l ved i n the lcroffeangand Isting
on the ASX
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12.

DIRECTORS' REPORT (continued)

REMUNERATION REPORT (audited)

This report details the nature and amount of remuneration for key management personnel of Legacy Iron Ore
Limited.

Details of Directors and Key Management Personnel

(i) Directors
Ms Sharon Kia Le Heng
Mr Hunt TaoHan
Mr Timothy Paul Turner
Mr Sam Huang (alternate for Hunt Héor the period 17 February 2009 to 31 March 2009

(i) Other Key Management Personnel
Mr lvan Wui Company secretary and general mandgppointed 1July 2()
Mr Daniel Baldwini Exploration Manager (appointed 1 December 2008 and resigned 26 June 2009)

Remuneration Policy

The Board considers that the Company is not of a size to justify the formation of a remuneration or nomination
committee. The Boardiabl e to address these aspects of the C
appropriate ethical standards and with the remuneration and nomination procedures.

The Board will review the remuneration policies and packages of all Directors and Bxedottive officers on

at least an annual basis. The Board will also periodically review the composition of the Board and make
necessary changes to ensure that it comprises persons who have the skill and experience appropriate for tl
business activities @noperations undertaken by the Company.

Remuneration levels for Executives are competitively set to attract the most qualified and experienced
candidates, taking into account prevailing market

Each of the NorExecutive Directors receives a fixed fee for their services as Directors. There is no direct link
between remuneration paid to the NBrecutive Directors and corporate performance such as bonus payments
for achievement of certain key perfaarce indietors.

Neither Mr Hunt Han noMr Sam Huangeceival remuneration for their roles as nerecutive director and
alternate director respectively.

There are no retirement benefits for NBrecutive Directors.

The members of the Board weissued shares and options as part of the terms of the initial public offer. All
remuneration paid to Directors is valued at the cost to the Company and expensed evenly over the estimate
vesting period. Options are valued using the Binomial options pnngthodology.

Company Performance and Sharehol der Wealth and Dir

Options were issued the Directorsand Exploration Managéo increase goal congruence between shareholders
andkey management personnel.

Given the nture and stage of the@mpany és operation being exploratic
does not believe historical performance is the most appropriate basis to compensate key management personne
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12.

Name

Sharon Heng

Hunt Han

Timothy Turner

lvan Wu

Sam Huang

Daniel Baldwin
TOTAL

DIRECTORS' REPORT (continued)
REMUNERATION REPORT (audited) (continued)

Performance Sharesand Options
To provide further goal congruence between shareholderkegntianagement personnel:

0] The Executive Director, in the year ended 30 June 2008 was issued 28,000,000 performance shares
These are convertible to fully paid ordinary sharestlomoccurrence of either 10,000 metres of
exploration drilling or a twenty (20) day volume weighted ageralosing price of the underlying
shares of $0.70. At 30 June 2009 the directors have estimated the 10,000 metres drilling target will be
achievedby 31 August 2010 (30 June 2008: 28 February 2010).

(ii) During the year ended 30 June 200®, &xploration meager was issued 1,000,000 25 cent options and
offeredthe followingadditional incentive options

a. 1,000,000 $0.25 options upon the Company completing at least 10,000 metres of RC, RAB or
diamond drilling;

b. 1,000,000 $0.40 options upon the share price ofCthmpany attaining a 20 day volume weighted
average price of $0.70 or greater; and

c. 1,500,000 $0.60 options upon the share price of the Company attaining a 20 day volume weighted
average closing price of $1.00 or greater

The Company has matherpolicy for other short term or long term incentive bonuses or other benefits.

Details of Remuneration forYear Ended 30 June 2009
The remuneration fdtey management personmélthe entity during thgearwas as follows:

Short Term Benefits Share-basedPayments Post
Employment
Benefits
Salary, Fees and Non-cash Shares Options Performance  Superannuatiot Total Value of options
Commissions Benefits(i) Shares Contribution performance
shares as a
proportion of
remuneration
$ $ $ $ $ $ $ %
242,527 - - - 1,098,462 21,828 1,362,81 80
61,768 - - - - - 61,76¢ -
140,243 12,88 - - - 12,621 165,74 -
98,572 - - 82,435 - 8,280 189,28 43
543,110 12,88 - 82,435 1,098,462 42,729 1,779,61¢

(i) The noncash benefit relates to the use of a motor vehicle.
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DIRECTORS' REPORT (continued)

12.

Details of Remuneration for Period Ended30 June 2008

REMUNERATION REPORT (audited) (continued)

Short Term Benefits Share-based Payments Post
Employment
Benefits
Name Salary, Fees and Non-cash Shares Options Performance Superannuatior Total Value of options
Commissions Benefits Shares Contribution performance
shares as a
proportion of
remuneration
$ $ $ $ $ $ $ %
Sharon Heng 146,319 - - 4,410,000 646,154 12,150 5,214,62. 97
Jasmine Heng - - - - - - - -
Tijan Heng - - - - - - - -
Hunt Han - - 75,00( 9,800 - - 84,80( 115
Timothy Turner - - 125,00( 19,600 - - 144,60( 13.5
TOTAL 146,319 - 200,000 4,439,400 646,154 12,150 5,444,02.

SHARE BASED COMPENSATION

Options Issued as Part of Remuneration for the Year Ended 30 June 2009

On 1 December 2008hée following ordinary shares, options and performasitares were granted to key management personnel
and their personally related entities. Shares and options were granted for nil consideration. Options and performarareyshares
dividend or voting rightsNo options were exercised during the year engie June 2009.

Ordinary Options Total
Shares Fair Value
TrancheD TrancheE TrancheF Tranche G
Name No No No No No $
Daniel Baldwin - 1,000,000 1,000,000 1,000,000 1,500,000 82,435
TOTAL - 1,000,000 1,000,000 1,000,000 1,500,000 82,435

1 Tranche D 1,000,000 $&b options vest immediately;
1 Tranche E 1,000,000 $0.25 optiowdl vestupon the Company completing at least 10,000 metres of RC, RAB or

diamond drilling;

1 Tranche FL,000,000 $0.40 optionsill vestuponthe share price of the Company attaining a 20 day volume weighted

average price of $0.70 or greater; and

1 Tranche GL,500,000 $0.60 optionsill vestupon the share price of the Company attaining a 20 day volume weighted

average closing price of $1.00 aegter.
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DIRECTORS' REPORT (continued)

12. REMUNERATION REPORT (audited) (continued)
SHARE BASED COMPENSATION (continued)

The following assumptions were used in determining the fair value of the options on grant date

Valuation Assumption

Underlying security value

Grant date
Vesting period

Exercise price
Expected Dividend yield
Risk free rate

Volatility

Probability of vesting
Expiry date

Fair value per security

Options Issued as Part of Remuneration for the Period Ended 30 June 2008

Tranche D Tranche E Tranche F Tranche G

$0.14 $0.14 $0.14 $0.14

1 December 08 1December 08 1 December 08 1 December 08
3 months 21 months 31 months 38 months
(estimat¢ (estimate) (estimate)

$0.25 $0.25 $0.40 $0.60

0% 0% 0% 0%

3.25% 3.25% 3.25% 3.25%
83.57% 83.57% 83.57% 83.57%

N/A N/A 20% 10%
7 January 12 7 January 12 7 January 12 7 January 12
$0.0596 $0.0596 $0.00896 $0.00333

The following ordinary shares, options and performance shares were gratey ntanagement personnel and their personally
related entities. Shares and options were granted for nil consideration. Options and performance shares carry no dbtidgnd or

rights.

Name

Sharon Heng
Hunt Han
Timothy Turner
TOTAL

Ordinary Options Performance Total
Shares Shares Fair Value
Tranche A Tranche B Tranche C
No No No No No $

- 22,500,000 22,500,000 22,500,000 28,000,000 9,056,154
300,000 50,000 50,000 50,000 - 84,800
500,000 100,000 100,000 100,000 - 144,600
28,000,000 5,285,554

800,000 22,650,000

22,650,000 22,650,000

Tranche A and Bptions issued to directors vested during the year ended 30 JuneTz@@8he C options vest upon the exercise
of Tranche B optionsNo performance shares vested during the year ended 30 June 2008.
All options and performance shamgsre granted on 7 January 2008.
No options were exercised during the period ended 30 June 2008.

-10-
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DIRECTORS' REPORT (continued)

12. REMUNERATION REPORT (audited) (continued)
SHARE BASED COMPENSATION (continued)

Options Issued as Part of Remuneratioffior the Period Ended 30 June 2008

The following assumptions were used in determining the fair value of the options and performance shares on grant date:

Valuation Assumption A
Underlying security value $0.10
Grant date 7 January 200¢
Vesting period Immediately
Exercise price $0.25
Expected Dividend yield 0%
Risk free rate 6.30%
Volatility 80%
Expiry date 7 January 20172

Fair value per security $0.043

Tranche
B
$0.158
7 January 200¢
Immediately
$0.25
0%
6.30%
80%
7 January 201z
$0.095

Tranche B options are only exercisable once Tranche A are exercised.

Tranche C options are onilysuedonce Tranche B are exercised.

C Performance Shares

$0.10 $0.10

7 January 200¢ 7 January 200¢
Immediately 26 months (estimate
$0.25 $0.00001

0% 0%

6.30% 6.30%

80% 80%

7 January 201¢ 8 July 2013
$0.058 $0.10

28,000,000 performance shares issued are convertible upon the Company completing at least 10,000 metres of drillindeyr
volume weighted average closing price of the fully paidradi shares in the Company being $0.70 or greldfgon reaching either of
these milestones, each performance share will convert into one fully paid ordinary share in the Company. If the mikestone
achieved within 5 years from the date the Complsty on the ASX, each block of 100,000 performance shares will convert tc

share on the end date.

-11-
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DIRECTORS' REPORT (continued)

12. REMUNERATION REPORT (audited) (continued)
SERVICE AGREEMENT

ExecutiveDirector

The Company has entered irscconsultancy agreement with Ms Sharon Heng to provide the services Ghitie
ExecutiveOfficer of the Company.The Companypaid MsHeng a fee of $180,000 pa commencing 1 October 2007.
Upon listingthe Board resolved to increase her salary2é2$600pa. Effective 1 May 2009as part of a cost cutting
initiative, her fee was reduced to $218,008. The agreement termaiteson 7 July 2010. Payment of a termination
benefit on early termination by the Company, other than for gross misconduct, equaselsalary for the remaining
term of the agreement.

On 5 March 2009he mpanyextended itcontractwith Zen Resources Pty Ltd, ao@panyrelated toMs Sharon
Hengand Mr Ivan Wu for theprovision ofoperationand administrative servicdar a further 2 yearsTotal contract

value is £79000 plusadditional monthly services fee of $4,550 amd 5% fee on any external corporate service
expenses paid by Zen on the behalf of Legacy. Amouwiisg are payable within 10 days of invoice foe tturation of

the contract. Amount paid/payable for tyear ended 30 June 20@89$369,072 (30 June(®8:$336,725). This is a
revisionof the initial 2 year contraathich had avalue of $300,000 pa plus 15% fé&ayment of a termination benefit

on earlytermination by the Company, other than for gross misconduct, equals any amounts which would be owing ft
the remaining term of the agreement.

Non-Executive Chairman

On 8 July 2008 the company entered infiixad term,3 year consultancy agreement witheartity related to director,

Mr Timothy Turner. Total contract value was $144,000 ($4,000 per month). Upon being appointed Chairman o
October 2008 this fee increased to $6,000 per month. Effective 1 May 2009, as part of a cost cutting imeidtiee

was reduced to $5,400 per month. Amount paid /payable for the year ended 30 June 2009 is $61,768 (30 June 2
NIL). The agreement terminates on 8 July 2011. Payment of a termination benefit on early termination by th
Company, other than for a breachtloe terms of the agreement, equals the base salary for the remaining term of the
agreement.

General Manager

Effective 1 July 2008he Company entered into an employment contract with Mr lvan Wu to provide the services of
general manager of the Compahis initial salarywas $98,00 pa. Effectivel5 August 2008 his role was extended to
include Corporate Services and his salary increased to $15@60Effective 1 January 2009 he received a salary
increase to bring his total salary $463,500 pa. Efigive 1 May 2009, as part & cost cutting initiative his total
salary packageas reduced to $147,1%@. The contract epires withonemont hds noti ce. On ter
to unpaid salary wuntil the dalteeofrmtice.t er mi nati on and o

Mr Wu is also entitled to the use of a motor vehicle.

Exploration Manager

Effective 1 December 2008 tizompany entered into an employment contract with Mr Daniel Baldwin to provide the
services of exploration manager of the Company. His base salary was $180,000 pa plus superafheatiorract
expired with one mont hoés itledtdunpaid salary @ti the date ohiemmiadtionoMr h e
Baldwin resigned on 26 June 2009.

-12-
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13.

14.

15.

DIRECTORS' REPORT (continued)

MEETINGS OF DIRECTORS

The number of Directors' meetings (including committees) held during the year each Directuffieelduring
the financial year and the number of meetings attended by each Director are:

Directorsd Meeting

Director Number Eligible to Attend Meetings Attended
Sharon Heng 4 4
Hunt Han 4 0
Timothy Turner 4 4
4 2

Sam Huang (alternate for Hunt Han)

Given the limited size of the Company there are no separate subcommittees or audit committee.

INDEMNIFYING OFFICERS OR AUDITOR

In accordance with the constitution, except as may be prohibited by the Corporations Act 2001 every Director,
Principal Executive Officer or Secretary of the Company shall be indemnified out of the property of the
Company against any liability incurred bym in his capacity as Director, Principal Executive Officer or
Secretary of the Company or any related corporation in respect of any act or omission whatsoever and
howsoever occurring or in defending any proceedings, whether civil or criminal. Durirygdhe¢he company

paid a premium to insure the directors and secretary of the conmpheyerms of the contract of insurance
prohibit disclosire ofthe premium paid and nature of liabilities covered.

OPTIONS
Unissued Shares under Option

At the date of this reportnissued ordinary shares of ther@pany under option are:

Expiry Date Exercise Price Number Under Option
31 December 202 $0.10 10,000,000
8 July 2013 (Performance shares) $0.00001 28,000,000
7 January 2012 $0.25 10,155,572
7 January 2012 (Tranche A) $0.25 28,000,000
7 January 2013 (Tranche B) $0.25 28,000,000
7 January 2014 (Tranche @) $0.25 28,000,000
7 January 2012 (Tranche D) $0.25 1,000,000
7 January 2012 (Tranche i) $0.25 1,000,000
7 January 2012( Tranche ) $0.40 1,000,000
7 January 2012 (Tranche Gi)) $0.60 1,500,000

0] Tranche B options are only exercisable once Tranche A are exercised.

(ii) Tranche C options are onigsued once Tranchg options areexercised.

(iii) Tranche E, F and G are only issued once vesting conditions are met.

During the yeaended 30 June 2009, there were no ordinary shares of the Company issued on the exercise 0
options. No amounts are unpaid on any of the shares. No option holder haghanynder the options to
participate in any other share issue of the Company or any other entity.

-13-
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16.

17.

18.

DIRECTORS' REPORT (continued)

PROCEEDINGS ON BEHALF OF COMPANY

No person has applied for leave of Court to bring proceedindgsebalf of the Company or intervene in any
proceedings to which the Company is a party for the purpose of taking responsibility on behalf of the Company
for all or any part of those proceedings.

The Company was not a party to any such proceedings dugngén.

AUDI TOR6S | NDEPENDENCE DECLARATI ON

The auditordéds independence declaration for the yea
pagel5 of the annual report.

NON AUDIT SERVICES

During the year, KPMG did notrpvide any noraudit services to the Company.

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

Sharon Heng
Director

Perth, 25 September 2009

-14-
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AUDI TORS6 | NDEPENDENCE DECLARATI ON
OF LEGACY IRON ORE LIMITED

kcpnic

Lead Auditor’s Independence Declaration under Section 307C of the Corporations Act 2001

To: the directors of Legacy Iron Ore Limited

I declare that, to the best of my knowledge and belief, in relation to the audit for the period
ended 30 June 2009 there have been:

(i) no contraventions of the auditor independence requirements as set out in the
Corporations Act 2001 in relation to the audit; and

(i)  no contraventions of any applicable code of professional conduct in relation to the
audit.

K/Mf

KPMG

T R Hart
Partner

Perth
25 September 2009

KPMG, an Australian partnership and a member firm of the KPMG network )
of independent member firms affiliated with KPMG International, a Swiss cooperative.

-15-
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INCOME STATEMENT

Finance Income

Administration expenses
Complianceand regulatory expenses
Depreciation and amortisation

Key management personmemuneration
Employee expense

Exploration expenditure

Finance expense

Other expenses

Loss before income tax
Income tax benefit

Net loss for the year

Basic and diluted loss pehare

FOR THE YEARENDED

30 JUNE 2009
Note
2009 2008
$ $
3 125515 10,962
(524,63) (491,838)
(99,567 (21,009
11 (47,269) -
4 (1,533,459 (5,444,023
(166,813 -
4 (1,604,285 (1,857)
3 (16,120 (128)
- (294,000)
4 (3,866,629 (6,241,874)
5 - -
(3,866,629 (6,241,874)
6 (4.45) cents per shart (50.69 cents per shari

The accompanying notes form part of these financial statements

-16-
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Legacy Iron Ore Limited

BALANCE SHEET
AS AT
30 JUNE 2009

Note
30 June 200 30 June 2008
$
ASSETS
CURRENT ASSETS
Cash and Cash Equivalents 9 1,215,706 4,155,733
Other Receivables 10 40,148 76,154
TOTAL CURRENT ASSETS 1,255,854 4,231,887
NON CURRENT ASSETS
Plant andEquipment 11 175,640 -
Exploration and Evaluation Expenditure 12 9,808,662 10,198,988
TOTAL NON CURRENT ASSETS 9,984,302 10,198,988
TOTAL ASSETS 11,240,15€ 14,430,87&
LIABILITIES
CURRENT LIABILITIES
Trade and Other Payables 13 650,113 1,358,112
Employee Benefits 14 22,827 158,469
Borrowings 15 31,42 -
TOTAL CURRENT LIABILITIES 704,364 1,516,581
NON CURRENT LIABILITIES
Borrowings 15 101,198 -
TOTAL NON CURRENT LIABILITIES 101,198 -
TOTAL LIABILITIES 805,562 1,516,581
NET ASSETS 10434,594 12,914,294
EQUITY
Issued Capital 16 13,517,062 13,378,734
Reserves 17 7,026,035 5,777,434
Accumulated_osses (10,108,503 (6,241,874)
TOTAL EQUITY 10434,594 12,914,294

The accompanying notes form part of these financial statements.

-17-
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STATEMENT OF CHANGES IN EQUITY

BALANCE UPON INCORPORATION

Loss attributable to members of the
Company

Total recognised income and expenses

Shares issued during the period
Transaction costs relating to shares issuec

Recognition as remuneration of options ar
performance shares issued

BALANCE AT 30 JUNE 2008

Loss attributable to members of the
Company

Total recognised income and expenses

Shares issued during the year

Options issued during the year
Transaction costs relating to shares/optior
issued

Recognition as remuneration @btions and
performance shares issued

BALANCE AT 30 JUNE 2009

FOR THE YEARENDED
30 JUNE 20®
Note  Ordinary Share Option Accumulated
Share Based Premium Losses Total
Capital Payment Reserve
Reserve
$ $ $ $ $
1 - - - 1
- - - (6,241,874) (6,241,874)
- - - (6,241,874) (6,241,874)
16 14,224,420 - - - 14,224,420
16 (845,687) - - - (845,687)
17 - 5,777,434 - ] 5,777,434
13,378,734 5,777,434 - (6,241,874) 12,914,294
- - - (3,866,629) (3,866,629)
- - - (3,866,629) (3,866,629)
16 295,000 - - - 295,000
16 - - 101,556 - 101,556
16 (156,672) - (11,017) - (167,689
17 - 1,158,062 - - 1,158,062
13517,062 6,935,496 90,539 (10,108,503 10434,594

The accompanying notes form part of these financial statements.

-18-



Financial Report 30 June 2009

Legacy Iron Ore Limited

CASHFLOW STATEMENT
FOR THE YEARENDED
30 JUNE 20®
Note
2009 2008
$ $

Cash Flows from Operating Activities

Payments to suppliers and employees (1,558,285) (250,198)
Interest received 133,311 6

Interest paid (14,226) -

Net cash flowgused in operating activities 23 (1,439,200) (250,192)
Cash Flows From Investing Activities

Payments for purchase of fixed assets (74,443) -

Payments for exploration and evaluation (888,399) (6,930)
Net cash flowgused in investing activities (962,842) (6,930)
Cash Flows from Financing Activities

Repayment of borrowings (26,240) -

Proceeds fronssue of options 101,556 -

Proceeds from issue of shares - 4,524,421
Payments for costs of capital raising (613,301) (111,566)
Net cash flows (used in) / from financing activities (537,985) 4,412,855
Net Increasé(Decrease)n Cash and Cash Equivalents (2,940,027) 4,155,733
Cash and Cash Equivalents at the Beginning of the Year 4,155,733 -

Cash and Cash Equivalents at the End of Year 9 1,215,706 4,155,733

The accompanying notésrm part of these financial statements.
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Financial Report 30 June 2009 Legacy Iron Ore Limited

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARENDED
30 JUNE 20®

1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

This financial report includes the financial statements and notes of Legacy Iron Ore Limited as a
individual entity (Thd@mpatyosrdpracied id Australia arel the addrgs$ of .

the registered office is Suite 32, 23 Plain Street, East Perth WA 6004. The Company is primarily
involved in mineral exploration.

Basis of Preparatbn

The financial report is a generplirpose financial report whichas been prepared in accordance with
Australian Accounting Standard8ASBs), (including AustralianAccountinginterpretationsadopted by
the Australian Accounting Standards Board (AASB) and the Corporations Act 2001.

The financial report of the company comply with International Financial Reporting Standards (IFRSs)
and interpretations adopted by the International Accounting Standards B&SR) (|

The financial report was approved by the Board of Direaiarz4 September 2009
The financi al report is presented in Australian do

The financial report has been prepared on an accruals basis and is based on historiexicepstir
share based payments measured at fair value.

Financial Position

The 30 June 2008nancial report has been prepared on the going concern basiothamplates the
continuity of normal business activities and the realisation of assets and extinguishment of liabilities in
the ordinary course of business. For the year ended 30 June 2009 the Company recorded a loss of
$3,866,629 and hadreet workingcapital surplus of $551,490. The loss for the period is consistent with

the stage of operations of the Company, being the exploration and evaluation of mineral resources.

The di r5enorthacask fiow fbrecast for the Company anticipates a cash flow surplus sufficient to
settle liabilities in the normal course of business, which includes etjgorand evaluation activities,
based oradditional equity funding through a rights issue.

On 27 August 2009, the Company announcaduaderwritten prerata nonrrenounceable entitiements
issue of 44,341,250 shares twe tbasis of ne (1) share for every two (2) shares held at an issue price of
4.5 cents per share to raise approximately $1,852(866 of costs). The issue is underwritten by
Cunningham Peterson SharbarecuritiesPty Ltd and the underwriting agreement contains standard
market volatility conditions which if triggered permits the underwriter to withdraw the underwriting. In
addifon, the underwriting agreement has beenwsoderwritten by Greenday Corporate Pty Ltd and is
conditional on Greenday Corporate Pty Ltd completing their 50% share of the raising.

Basel upon the dir ec tamths@aam ansitlemehtissoecurferatly beingacentpleted

to raise $1,852,356 (net of costs), the directors consider there are reasonable grounds to believe that the
Company will be able to pay its debts as and when they become due and payable and therefore the going
concern basisef preparation remains appropriate.

Given the terms and conditions of the underwriting agreements, there is uncertainty regarding equity
funding arrangements that are in place. In the event the entitlements issue is not successfully completed
and if forecast cash flows do not eventuate, the Company may not be able to continue as a going concern.
Accordingly, the Company may be required to realise assets and extinguish liabilities other than in the
normal course of business and at amounts different setbiated in the financial report.
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Financial Report 30 June 2009 Legacy Iron Ore Limited

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

1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(@) Income Tax

The income tax expense/(revenue) for the year comprises current and defeatezh. Income tax is
recognised in the income statement, except to the extent that it relates to items recognised directly in
equity, in which case it is recognised in equity.

Current tax is the expected tax payable on the taxable income for the, pesiiogl tax rates enacted or
substantially enacted at the balance sheet date. Deferred tax is provided using the balance sheet method,
providing for temporary differences between the carrying amounts of assets and liabilities for reporting
purposes and éhamounts used for taxation purposes.

Temporary differences are not provided for where the initial recognition of assets and liabilities affects
neither accounting nor taxable profit. The amount of deferred tax provided is based on the expected
manner ofealization or settlement of the carrying amounts of assets and liabilities using tax rates enacted
or substantially enacted at the balance sheet date.

A deferred tax asset is recognised only to the extent that it is probable that future taxablevilirbfits
available against which the asset can be utilised. Deferred tax assets are reduced to the extent that it is no
longer probable that the related tax benefit will be realised.

(b) Plant and Equipment

Plant and equipment are measured ondbst basis. The carrying amount of plant and equipment is
reviewed annually by Directors to ensure it is not in excess of the recoverable amount from these assets.
The recoverable amount is assessed on the basis of the expected net cash flows thatceilldzbfrom

the assets employment and subsequent disposal. The expected net cash flows have been discounted to
their present values in determining recoverable amounts.

The cost of fixed assets includes expenditure that is directly attributable toqgthisitgan of the items.
Repairs and maintenance are charged to the income statement during the fyg@moialvhich they are
incurred.

Depreciation

The depreciable amount of all fixed assets including capitalised leased assets, is depreciataiybh a str
line basisover their useful lives to thednpany commencing from the time the asset is held ready for
use.

The depreciation rates used for each class of depreciablefas2£89are as follows:

- Motor Vehicles 25%
- Computers and Software 67%
- Furnture and fittings 4-20%

Depreciation methods, useful lives and residual values are reviewed at each reporting date.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED
30 JUNE 2009

1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(c) Exploration and evaluation expenditure

Mineral tenements are carried at cost, less accumulated impairment losses. Mineral exploration and
evaluation is accumulated in respect of each identifiable area of interest. These costs are only carried
forward to the extent that they are expected to be recouped through the successful development of the
area of interest or sale of that area of interest, or exploration and evaluation activities have not reached a
stage which permits a reasonable assessmeahedaxistence or otherwise of economically recoverable
reserves and active significant operations on on relation to, the area of interest are continuing.

Accumulated costs in relation to an abandoned area of interest are written off in full pgafihst the

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

(d) Leases
Financel eases

Leases of fixed assets where substantially all the risks and benefits incidental to the ownership of the
asset, but not the legal ownership that aresteared to the @mpany are classified as finance leases.
Finance leases are capitalised by rdiw an asset and a liability at the lower of the amounts equal to the
fair value of the leased assets or the present value of the minimum lease payments, including any
guaranteed residual values. Lease payments are allocated between the reductiteasé tirebility and

the lease interest expense for ylear

Operating Leases

Payment made under Operating leases are recognised in profit or loss on a straight line basis over the
term of thelease. Lease incentives received are recognised iasegnal part of the total leasxpense
over the term of théease.

(e) Financial Instruments
Initial Recognition and Measurement
Financial instruments, incorporating financial assets and financial liabilities, are recognised when the

entity becomes a pgrto the contractual provisions of the instrument. Trade date accounting is adopted
for financial assets that are delivered within timeframes established by market place convention.

Financial instruments are initially measured at fair value plus traosacosts where the instrument is

not classified as at fair value through the profit and loss. Transaction costs related to instruments
classified as at fair value through profit or loss are expensed to profit or loss immediately. Financial
instrumentsare classified and measured as set out below.

Classification and Subsequent Measurement

Financial assets at fair value through profit or loss

Financial assets are classified at fair value through profit or loss when they are held for trading for the
purpose of short term profit taking, where they are derivatives not held for hedging purposes, or
designated as such to avoid an accounting misn@tth enable performance evaluation where a group

of financial assets is managed by key management personnel on a fair value basis in accordance with a
documented risk management or investment strategy. Realised and unrealised gains and losses arising
from changes in fair value are included in profit or loss irny#ein which they arise.
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