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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



Financial Report 30 Jun2009

Legacy Iron Ore Limited

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

1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(e) Financial Instruments (continued)

Loans and receivables

Loans and receivables are nderivative financial assets with fixed or determinable payments that are not
quoted in an active market and are subsequently measured at amortised cost using the effective interest
rate metbd. The fair value of trade and other receivables, which is determined for disclosure purposes, is
estimated as the present value of future cash flows, discounted at the market rate of interest at the
reporting date.

Held-to-maturity investments

Held-to-maturity investments are natferivative financial assets that have fixed maturities and fixed or
determinabl e payments, and it is the Companyéds int
subsequently measured at amortised cost ubmgffective interest rate method.

Available-for-sale financial assets

Availablefor-sale financial assets are nderivative financial assets that are either designated as such or
that are not classified in any of the other categories. They conipvisgtments in the equity of other
entities where there is neither a fixed maturity nor fixed determinable payments. Subsequent to initial
recognition, they are measured at fair value and changes therein, other than impairment losses and foreign
exchangegains and losses on availalbbe-sale monetary items, are recognised directly in a separate
component in equity. When an investment is derecognised, the cumulative gain or loss in equity is
transferred to profit or loss.

Financial Liabilities

Non-derivative financial liabilities (excluding financial guarantees) are subsequently measured at
amortised cost using the effective interest rate method. The fair value, which is determined for disclosure
purposes, is calculated based on the present valueuoé fptincipal and interest cash flows, discounted

at the market rate of interest at the reporting date.

Fair Value
Fair value is determined based on current bid prices for all quoted investments. Valuation techniques are

applied to determine the fairvae f or al | unlisted securities, i ncl
reference to similar instruments and options pricing models.

Impairment

At each reporting date, the Company assesses whether there is objective evidence that a financial
instrument has been impaired. In the case of avaifablsale financial instruments, a prolonged decline

in the value of the instrument is considered to determine whether an impairment has arisen. Impairment
losses are recognised in the income statement.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED
30 JUNE 2009

1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(e) Financial Instruments (continued)

Derecognition

Financial assets are derecognised where the contractual rightipt of cash flows expires or the asset

is transferred to another party whereby the entity no longer has any significant continuing involvement in
the risks and benefits associated with the asset. Financial liabilities are derecognised wheredhe relate
obligations are either discharged, cancelled or expire. The difference between the carrying value of the
financial liability extinguished or transferred to another party and the fair value of consideration paid,
including the transfer of necash assetsr liabilities assumed, is recognised in the profit or loss.

4] Impairment of Non Financial Assets

At each reporting date, the Company reviews the carrying amounts of its tangible and intangible assets to
determine whether there is any indicatiehimpairment If such an indication exists, the recoverable
amount of the asset, being the higher of the ass
compared to the assetédés carrying value. Any exce
amount is expensed to the income statement.

Where it is not possible to estimate the recoverable amount of an individual asset, the Company estimates
the recoverable amount of the cagnerating unit to which the asset belongs.

() Employee Benefits

Proi si on is made for the Companyds I|iability for e
employees to balance date. Employee benefits that are expected to be settled within one year have been
measured at the amounts expected to be paid whemabikty is settled. Employee benefits payable

later than one year have been measured at the present value of the estimated future cash outflows to be
made for those benefits. Those cash flows are discounted using market yields on national government
bords with terms to maturity that match the expected timing of cash flows.

Defined Contribution Plans

A defined contribution plan is a post employment benefit plan under which an entity pays fixed
contributions into a separate entity and will have no legatonstructive obligation to pay further
amounts. Obligations for contributions to defined contribution plans are recognisedegpease in

profit and loss when they are due. Prepaid contributions are recognised as an asset to the extent that a
cash réund or a reduction in future payments is available.

Equity-Settled Compensation

The Company operates equitgttled sharbased payment share and option schemes to Direatars
employees The fair value of the equity to which Direct@isd employeebecome entitled is measured at

grant date and recognised as an expense over the vesting period, with a corresponding increase to an
equity account. The fair value of shares is ascertained as the market bid price. The fair value of options
is ascertained irgy a Binomialor Black and Scholegricing model which incorporates all market vesting
conditions. The number of shares and options expected to vest is reviewed and adjusted at each reporting
date such that the amount recognised for services receivemhsisleration for the equity instruments
granted shall be based on the number of equity instruments that eventually vest.

(h)  Provisions

Provisions are recognised when the Company has a legal or constructive obligation, as a result of past
events, for wkch it is probable that an outflow of economic benefits will result and that outflow can be
reliably measured.
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1.

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

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(@ Earnings per Share

The Company presents basis and diluted earnings per share (EPS) data for its ordinary shares. Basic EPS
is calculated by dividing the profit or loss attributable to ordinary shareholders of the Company by the
weighted average number of ordinatyares outstanding during the year. Diluted EPS is determined by
adjusting the profit or loss attributable to ordinary shareholders and the weighted average number of
ordinary shares outstanding for the effects of all dilutive potential ordinary shdries, comprise share

options and performance shares.

(i)  Cash and cash equivalents

Cash and cash equivalents include cash on hand, deposits held at call with banks, ottexnsharhly
liquid investments with original maturities of three months ess] and bank overdrafts. Bank over
overdrafts are shown within shagrm borrowings in current liabilities on the balance sheet.

(k)  ShareBased Payrent

The fair value determined at grant date of equity settled share based payments is treatedsaothe
assets acquired or expensed on a straight l i ne be
estimate of shares that will eventually vest. Vesting is not conditional upon a market condition. No asset

or expense is recognised for sharesdmh payments that do not vest. For cash settled share based
payments, a liability equal to the portion of the goods or services received is recognised at the current fair

value determined at each reporting date.

)] Share Capital and Transaction Costs

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares
or options are shown in equity as a deduction nanhgftax effects.

(m) Revenue Recognition

Interest incomds recognisedising the effectiventerest rate method, which for floating rate financial
assets is the rate inherent in the instrument.

(n)  Goods and Services TaxGST)

Revenues, expenses and assets are recognised net of the amount of GST, except where the amount of
GST incurred is natecoverable from the taxation authority. In these circumstances the GST is recognised

as part of the cost of acquisition of the asset or as part of an item of the expense. Receivables and
payables in the balance sheet are shown inclusive of GST. Thmoettaof GST recoverable from, or

payable to the ATO is included as a current asset or liability

Cash flows are included in the cash flow statement on a gross basis. The GST component of cash flows
arising from investing and financing activities whichrécoverable from, or payable to, the taxation
authority is classified as operating cash flows.

(o) Comparative Figures
The Company was incorporated on 20 April 2007. The comparative results therefore represent the period

20 April 2007 to 30 June 200&ertain prior period figures have been reclassifeedonform with the
current yeals presentation.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED
30 JUNE 2009

1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(p)  Critical Accounting Estimates and Judgments

The preparatiorof financial statements requires thérdgtors to make judgements, estimates and
assumptions that affect the application of accounting policies and the reported amounts of assets,
liabilities, income an@éxpenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Rdwvishmeounting
estimates are recognised in the period in which the estimate is revised and in any future periods
affected.

In particular, information about significant areas of estimation uncertainty and critical judgements in
applying accounting policies that have the most significant effect on the amount recognised in the
financial statements are described in théofeing notes:

- Note 12 exploration evaluation expenditure
- Note 2 measurememf share based payments.

(@) New accounting standards and interpretations

Certain new accounting standards and interpretations have been published that are not man@8atory for
June 2009 reporting periods. The Companybs assess
interpretations is set out below.

(i) AASB 8 Operating Sementsand AASB 20073 Amendments to Australian Accounting Standards
arising from AASB &effective from1 January 2009)
AASB 8 will result in a significant change in the approach to segment reporting, as it requires
adoption of a dédmanagement approaché to reporting
reported will be based on what the key dewisimakers use internally for evaluating segment
performance and deciding how to allocate resources to operating segments. The Company will adopt
AASB 8 from 1 July 2009. It is likely to resuilh no changen the number of reportable segments
presented.

(i) Revised AASB 123Borrowing Costsand AASB 20076 Amendments to Australian Accounting
Standards arising from AASB 123fective from 1 January 20Q9)
The revised AASB 123 has removed the option to expense all borrowing co$tsvaed adopted
will require the capitalisation of all borrowing costs directly attributable to the acquisition,
construction or production of a qualifying asset. There will be no impact on the financial report of the
Companyas the Companlgas no qualifying assets.

(i) Revised AASB 101 Presentation of Financial Statemerdsad AASB 20078 Amendments to
Australian Accounting Standards arising from AASB (éffective from 1 January 2009)
The September 2007vevised AASB 101 requires the presentation of a statement of comprehensive
income and makes changes to the statement of changes in equity, but will not affetttlamy o
amounts recognised in the financial statements. If any equity has made a prioraggritchent or
has reclassified items in the financial statements, it will need to disclose a third balance sheet
(statement of financial positipnthis one being as at the beginning of the comparative period. The
Company will apply the revised standardrh 1 July 2009.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED
30 JUNE 2009

1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(@) New accounting standards and interpretations (continued)

(iv) AASB 20081 Amendments to AustraliaAccounting Standard Sharebased Payments: Vesting
Conditions and Cancellatior{gffective from 1 January 2009).
AASB 20081 clarifies that vesting conditions are service conditions and performance conditions
only and that other features of a shbhasedpayment are not vesting conditions. It also specifies that
all cancellations whether by the entity or by other parties, should receive the same accounting
treatment. The Company apply the revised standard from 1 July 2009, but it is not expected to affect
the accounti ng f ebasedtpaymenB.o mpanyds share

2. DIVIDENDS

No dividends have been paid or proposed duriny¢lae ended 30 June 2009

2009 2008
$ $
3. FINANCE INCOME AND EXPENSES
Interest income on bank deposits 125,515 10,962
Interest expense (16,120) -
Other finance expenses - (128)
Net finance income 109,395 10,834
4. LOSS BEFORE INCOME TAX
Loss before income tax has been arrived at after charging the
following expenses:
Depreciation of nofturrent assets 47,269 -
Exploration expenditurexpensed 150,833 1,857
Exploration tenements written off 1,453,452 -
Key management personnel remuneratig¢A) 1,533,459 5,444,023
Management fees to Director relatetity * (B) 351,299 336,725
Operating lease rental expense 18,299 -
Options issued to unrelated vendors of tenements - 294,000

*Refer toNote 18for details of key management personnel remuneration.

(A) Costs of 46,160directly related to exploration efforts are recognised in exploration and
evaluation expenditure.

(B) Costs of $1,354directly related to exploration efforts are recognised in exptorand

evaluation expenditure and costs of $6,419 directly relatecatd phd equipment are recognised
in plant and equipment.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEARENDED
30 JUNE 2009

INCOME TAX
(@) The components of tax expense compri

Current tax
Deferred tax

(b) The prima facie tax on loss before incon
tax is reconciled to income tax benefit as
follows:

Prima facie tax benefit on loss before
income tax at 30%

Add / (Less)

Tax effect of

- Non deductible share based payments

- Non deductiblgpenalties

- Unrecognised deferred tax asset
attributable to tax losses

Income tax attributable to the Company

(c) Deferred TaAssets and Liabilities

Deferred tax assets and liabilities are attributak
to the following:

Deferred Tax Liabilities

Prepayments

Exploration and Evaluation Expenditure
Interest Receivable

Total Deferred Tax Liabilities

Deferred Tax Assets
Accrued expenses
Provisions

Leased assets

Capital raising costs

Tax losses recognised
Total Deferred Tax Assets

Net Tax Assets/Liabilities
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2009 2008
$ $
(1,159,989 (1,872,562)
347,418 1,673,927
4,110 -
808,461 198,635
4,860 -
2,942,599 3,059,696
948 3,287
3,046,977 3,062,983
12,231 12,300
6,848 3,396
2,958 -
148,922 76,998
2,876,018 2,970,289
3,046,977 3,062,983
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED
30 JUNE 2009

5. INCOME TAX (continued)

(d) Tax Losses

At 30 June 2009 the Company hd8219617(2008: $0,824,090) of tax losses that are available for
offset against future taxable profits of the Company. No deferred tax assets have been recognised on the
Balance Sheet in respect of the amounts of these losses, other than wedéfset tax liabilities.

The potential benefit of carried forward losses will only be obtained if assessable income is derived of a
nature and, of an amount sufficient to enable the benefit from the deductions to the realised or the benefit
can be utilsed by the Company providing that:

(i) the provisions of deductibility imposed by law are complied with; and
(i) no change in tax legislation adversely affect the realisation of the benefit from the deductions.

6. LOSS PER SHARE

(a) Basicand diluted loss per share (4.45) cents (50.65) cent:

(b) Loss used in the calculation of basic and diluted loss per sh ($3,866,629 ($6,241,874

Number Number
(c) Weighted average number of ordinary shares outstanding d
the year useth the calculation of basic and diluted loss per
share 86,906,131 12,322,61(

(d) Options and Performance Shares
The options to subscribe to ordinary shares and performance shares have not been included in the calculation

of diluted earnings peshare because they are afitutive for the year ended 30 June 2009. These options
and performance shares could potentially dilute basic earnings per share in the future.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED
30 JUNE 2009

7. KEY MANAGEMENT PERSONNEL DISCLOSURES
(a) Name and positionof key management personneit any time during the financial year are:

ExecutiveDirector

Non - Executive Director

Non - ExecutiveChairman

General Manager and Company Secretary

Alternate Director for Mr Hunt Hai17/2/09 to 31/3/09)

Ms Sharon Heng

Mr Hunt Tao Han

Mr Timothy Paul Turner
Mr Ivan Wu

Mr Sam Huang

Mr Daniel Baldwin

Exploration Manager (1/12/08 to 26/6/09)

Key management personnel remuneration has been included in the RemunegptiansBction of the

Directorsbo

(b) Ordinary Shareholdings

Report.

Number of Ordinary Shares held directly, indirectly or beneficially by Directors and other Key

Management Personnel:

Balance Balance held Received as Net Change Balance
1.07.08 on Compensation Other * 30.06.09
No Appointment
No No No No
2009
Sharon Heng 53,300,0a - - 247,602 53,547,603
Hunt Tao Han 300,000 - - 5,700,000 6,000,000
Timothy Paul Turner 500,0® - - - 500,000
Ivan Wu - 1,100,000 - 70,000 1,170,000
Sam Huang - - - - -
Daniel Baldwin - - - - -
54,1M,00L 1,100,000 - 6,017,602 61,217,603
Balance Balance held Received as Net Change Balance
Upon on Compensation Other * 30.06.08
Incorporation Appointment
No No No No No
2008
Sharon Heng 1 - - (i) 53,300,000 53,300,001
Jasmine Heng
(resigned 26 March 2008) - - - 20,000 20,000
Tijan Heng
(resigned 26 March 2008) - - - 20,000 20,000
Hunt Tao Han
(appointed 26 March 2008) - - 300,000 - 300,000
Timothy Paul Turner
(appointed 26 March 2008) - - 500,000 - 500,000
1 - 800,000 53,340,000 54,140,001

*Net Change Other refers to shares purchased or sold during the financial year.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARENDED
30 JUNE 20®
7. KEY MANAGEMENT PERSONNEL DISCLOSUREScontinued)

(i) 53,300,00Cully Paid Ordinary Shares issued to Sharon Her&p08consist of:

No
- Share issued as for seed capitalist:
Sharon Heng 4,500,000
- Share issued as for Executive Director:
Sharon Heng 11,200,000
- Share issued as part consideration for vending of tenemet
Zen Resources Pty Ltd 2,000,000
Lagenda Resources Pty Ltd 2,000,000
SHKIA Holdings Pty Ltd 28,000,000
SHKIA Superannuation Fund 500,000
Toron InvestmenPty Ltd 2,000,000
- Shares issued as for Promoter:
Lagenda Resources Pty Ltd 3,100,000
53,300,000
(c) Option Holdings
Numbers obptions held by Key Management Personnel:
Balance Balance on Granted Net Other Balance Total Vested Total
at 1 July Appointment During the Change at 30 June Exercisable
Year as at 30 June
Compensation 2009
No No No No No No No
2009
Sharon Heng 45,000,000 - 509,836 45,509,836 45509,836 23,009,836
Hunt Tao Han 100,000 - - 100,000 100,000 50,000
Timothy Paul Turner 200,000 - - 200,000 200,000 100,000
Ivan Wu - 3,400,000 - 500,000 3,900,000 3,900,000 2,20Q000
Sam Huang - - - - - - -
Daniel Baldwin(i) - - 1,000,000 - 1,000,000 1,000,000 1,000,000
45,300,000 3,400,000 1,000,000 1,009,836 50,709,836 50,009,836 26,359,836
0] Numberof incentive optionshat will vestto Mr Daniel Baldwin, the former exploration manager:
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 $0.4®ptions upon the share price of the Company 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.

These incentive options are not exercisable at 30 June 2009.

-31-



Financial Report 30 June 2009

Legacy Iron Ore Limited

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED
30 JUNE 2009

7.  KEY MANAGEMENT PERSONNEL DISCLOSURES (Continued)

(c) Option Holdings (continued)

Balance Upon Balance on Granted Net Change Balance Total Vested Total Exercisable
incorporation appointment During the Other at 30 June at 30 June 2008
Year as
Compensation
No No No No No No No
2008
Sharon Heng - - - 45,000,000 45,000,000 45,000,000 22,500,000
Hunt Tao Han - - - 100,000 100,000 100,000 50,000
Timothy Paul Turner - - - 200,000 200,000 200,000 100,000
- - - 45,300,000 45,300,000 45,300,000 22,650,000
(d) Performance Shareholdings
Balance Received as Balance Total Vested Total Exercisable
at 1July 2008 Compensation at 30 June at 30 June2009
2009
Sharon Heng 28,000,000 - 28,000,000 - -
28,000,000 - 28,000,000 - -
Balance Received as Balance Total Vested Total Exercisable
Upon Compensation at 30 June at 30 June2009
incorporation
2008
Sharon Heng - 28,000,000 28,000,000 - -
- 28,000,000 28,000,000 - -

(e) Loans to Key Management Personnel

There have been no loanade to key management personf2€08 Nil).

(f) Other Transactions with Key Management Personnel

Refer to Notel8 for details on other transactions with key management personnel.
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2009 2008
$ $
AUDI TORS6 REMUNERATI ON
Remuneration of the auditor for:
- Auditing or reviewing the financial report 61,699 21,000
-Other services | nvestigating Accol - 20,000
Total remuneration for assurance services 61,699 41,000
CASH AND CASHEQUIVALENTS
1,215,706 4,155,733
Cash at bank and on hand
1,215,706 4,155,733
The effective interest rate on cash at bank wv@4% (20@ : 7.15%). The account is at call.
10. OTHER RECEIVABLES
Current
Sundry receivables 40,148 76,154
40148 76,154
11. PLANT AND EQUIPMENT
2009 2008
Furniture, fittings and equipment $ $
At cost 74,443 -
Accumulated depreciation (11,169) -
63,274 -
Leased motor vehicles
At cost 148,466 -
Accumulatedamortisation (36,100) -
112,366 -
TOTAL PLANT AND EQUIPMENT 175,640 -

Reconciliatios of the carrying amounts of each class of property plant and equipment at the beginning and end

of the financial year are set at below.

Leased Furniture, Total
Motor Fittings and
Vehicles Equipment
$ $ $

2009
Net carrying value at 1 July 2008 - - -
Additions 148,466 74,443 222,909
Depreciation (36,100) (11,169) (47,269)
Net carrying value at 30 June 2009 112,366 63,274 175,640

2008

Net carrying value at 1 July 2007
Additions

Depreciation

Net carrying value at 30 June 2008
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12. EXPLORATION AND EVALUATION EXPENDITURE

2009 2008
$ $

Non-Current
Costs carried forward in respect of areas of interest in:
Exploration and evaluation phageat cost 9,808,662 10,198,98¢
Movement in carrying amounts
Carrying amount at the beginning of the year 10,198,98¢ -
Explorationassets acquired 557,098 10,136,48€
Exploration expenditure capitalised 506,028 62,502
Lessexplorationwritten-off on areas to be relinquished (1,453452) -
Carrying amount at the end of tiear 9,808,662 10,198,98¢&

The recoverability ofhe carrying amount of exploration and evaluation is dependent on:

i the continuance of the Companydés rights to tenur
i the results of future exploration; and
i the recoupment of costs through successful development@nchercial exploitation of the areas of

interest, or alternatively, by their sale.

The Companybés exploration properties may be subject
sites of significance to Aboriginal people. As a resaploration properties or areas within the tenements may

be subject to exploration restrictions, mining restrictions and/or claims for compensation. At this time, it is not
possible to quantify whether such claims exist, or the quantum of such claims.

Impairment of Exploration and Evaluation Assets

The ultimate recoupment of the value of exploration and evaluation assets is dependent on successful
development and commercial exploitation, or alternatively, sale, of the underlying mineral exploration
properties. The Company undertakes at least omanah basis, a comprehensive review for indicators or
impairment of these asset$Should an indicator exist, then the area of interest is tested for impairment.
There is significant estimation and judgement in determining the inputs and assumptionsn used i
determining the recoverable amounts.

In addition, an allocation of the cost associated with acquired mineral rights to individual projects was

performed during the year. This allocation process required estimates and judgement by management as to
thefair value of those projects acquired.
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2009 2008
$ $
13. TRADE & OTHER PAYABLES
Current
Trade payables 22868 421,938
Sundry payables and accrued expenses 543,995 936,174
Deferred consideration (i) 83,250

14.

15.

650,113 1,358,112

Trade creditors and sundry payables areinterest bearing and are normally settled on 45 day terms.

(i) Amountspayable as deferred consideration in relation tattrpiisition of exploratiotenements, to
be satisfied by the issue of 925,000 shares.

EMPLOYEE BENEFITS
Current
Accrued salaries & wages - 147,150
Liability for annual leave 22,827 11,319
22,827 158,469
BORROWINGS
Lease Liabilities
Current 31,424 -
Non current 101,198 -
132,622 -

The lease liability represenggnounts due omon-cancellable finance leases entered into by the company
for motor vehicles with an effective interest rate of 9.69%.
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16. ISSUED CAPITAL

88,682,501 Fully paid ordinary shares
(30 June 208: 86,620,001)a)

13517,062

2008

13,378,734

30 June 2009

No
(a) Fully paid ordinary shares

At the beginning of the reporting year 86,620,001
Shares issued during the reporting period
20 April 2007 subscriber share -

January 2008 issue to semapitalists at 1 cent pe
share -

January to February 2008, shares issued to se
capitalists at 10 cents per share -

7 January 2008, shares issued to Executive
Director at 0.01 cents per share -

7 January 2008, shares issued to Promoters a
cents per share -

29 February 2008, shares issued to Executive
Director at 1 cent per share -

26 March 200&hares issued to Ndfxecutive
Directors -

26 June 2008 shares issued as part coraider
for the purchase of exploratitenements at 25
cents per share -

26 June 2008 shares issudetiowing a prospectu
dated 10 April 2008 at 25 cents per share -

29 April 2009 shares issued as part considerat
for the purchase of exploration and mining
tenements at 16 cents per share 1,562,500

19 June 2009 share issued as part considerati
for the purchase axplorationtenements at 9
centsper share 500,000

Transaction costs relating to share issues -

$

13,378,734

250,000

45,000

(156,672

30 June 208

No

5,750,000

2,750,000

11,200,000

8,000,000

3,500,000

800,000

38,000,000

16,620,000

$

57,500

275,000

1,120

800

35,000

200,000

9,500,000

4,155,000

(845,687)

At reporting date 88,682,501

13,517,062

86,620,001 13,378,734
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16. ISSUED CAPITAL (continued)

(@) Fully paid ordinary shareqcontinued)

Ordinary shares participate in dividends and the proceeds on windingthp Gompany in proportion to the
number of shares held irrespective of the amount paid up or credited as paid up, less any amounts which remain

unpaid on these shares at the time of the distribution.

At sharehol dersd meet i nygote ing@pmotion sohhe paéd up amountrot thetshaeed t o
when a poll is called, otherwigach shareholder has one voteaosshow of hands.

(b) Capital Management

The Board as a wie controls the capital of theoGhpany in order to ensure the Company ftend its
operations and continue as a going concEne. Drectors oversee the risk management strategy.

The entityds capital consists of financi al l'iabilitie
capital requirements. The Boaedf f ect i vely manage the entityds capital
and responding to changes in these risks and in the market. This strategy is to ensure that there is sufficient cash

to meet trade payables and ongoing exploration expeadimmmitments.The Company is dependent on its

ability to raise capital from the issue of equity from time to time.
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2009 2008
$ $
17. RESERVES
Option PremiunReserve (a) 90,539 -
Share Based Payment Resefive 6,935,496 5,777,434
7,026,035 5,777,434

(@) The option premium reserve is used to recogi

premiuns paid by optionholders, net of transactio

costs
Balance at the beginning of theporting year - -
Options issued during the ye@r 101,556 -
Less: Transaction costs on issuing options (11,017) -
Balance at the end of the reporting year 90,539 -

(i) 10,155,572 options were issued pursuant to-nemiwunceable rightsssue at one cent each with a
exercise price at 25 cents and an expiry date of 7 January 2012.

(b) The share based payment reserve is used to recognise the fair v@tiersf and performance shares issus

Balance at the beginning of the reportyear 5,777,434 -
Tranche A options graetl 7 January 2008 - 1,125,740
Tranche B options graedl 7 January 2008 - 2,487,100
Tranche C options graed 7 January 2008 - 1,518,440
Vesting component of Performance shares gdaitéanuary 2008 (refer Not

24(b)) 1,098,462 646,154
1,000,000 Tranche [ptions granted IDecember 2008inder employee

option plan 59,600 -
Balance at the end of the reporting year 6,935,496 5,777,434

Refer to Note24 for furtherdetails on sharbased payment
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18. RELATED PARTY TRANSACTIONS

Transactions between related parties are on commercial terms and conditions no more favourable than those
available toother parties unless otherwise stated.

Key Management Personnel Remuneration

Key management personnel remuneraisoasfollows:

2009 2008
$ $
Shortterm employee benefits 555,993 146,319
Post employment benefits 42,729 12,150
Sharebasedhayments 1,180,897 5,285,554
TOTAL 1,779,619 5,444,023

Details of key management personnel remuneration are disclosed i téatee financial statements and in the
Remuneration Report section of the Directorsé report.

Refer to Noter for shares andptions issued to key management persoandltheir personally related entities
during theyear.

Other transactions with key management personnel and their personally related entities

2009 2008
$ $

Issue of ordinary shares and cash for the acquisition of
tenements from Ms Sharon Heng and her personally related entities - 7,325,000
Provision of management services by Zen Resources Pty Ltd,
an entity related tMs Sharon Hengnd Ilvan Wu 369,072 336,725
Provision of accountancy services by Hewitt Turner & Gelevitis,
an entity related to Director, Mr Timothy Paul Turner 51,437 20,000
Outstanding balances arising from thesé¢ransactions
Trade and Other Payables 14,150 482,891
Employee benefits 29,084 158,469

19. SEGMENT INFORMATION

The Company operates in one segment being mineral exploration and development in Australia

20. EVENTS SUBSEQUENT TO REPORTING DATE

On 27 August 2009 the Company announcedrditionalfully underwritten, norrenounceable rights issue to
shareholders. Under the terms of the rights issue shareholders will be entitled to apply for 1 share for every 2
shares held at an issue price of 4.5 cents per share. The right$ cssupletedwill raise funds of $1,852,356

after costs.

No other matter or circumstance has arisen since the end of/ghewhich significantly affected or may
significantly affect the operations of the Company, the results of those operations, or the state of affairs of the
Company.
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21.  CAPITAL AND LEASING COMMITMENTS AND CONTINGENCIES

2009 2008
$ $
(a) Lease commitments
Commitmentsn relation to finance leases are payable as follows:
Within 1 year 42,910 -
Later than 1 year but not later than 5 years 110,031 -
Minimum lease payments 152,941 -
Future finance charges (20,319) -
Recognised as a liability 132,622 -
Commitments in relation to cancellable operating leases not recognis
liabilities
Within 1 year 5,448 -
Later than 1 year but not later than 5 years 16,344 -
21,792 -
(b) Consultancy, Administrative and Management Services
commitments
Commitments in relation temploymentconsultancy, administrative anc
management services agreements are payable as follows:
Within 1 year 0] 580,550 300,000
Later than 1 year but not later than 5 years 64,800 75,000

645,350 375,000

(i) included in the amount of $580,550 is a fee of $48,000 is pay
through the issues of shares. An additional amountld@¥0® is payable
through the issue of shares,@gachmember of the Advisory Committe
for each meeting held during the year.

(c) Minimum Exploration Expenditure Commitments

In order to maintain current rights of tenure eéeploration andmining

tenements, the Company has the following discretionary explor:

expenditure and rental requirements up until expiry of leases. 1

obligations, which are subject to renegotiation upon expiry of the le.

are not provided for in the financisiatements and are payable:

Within 1 year 723,215 123,000

Later than 1 year and not later than 5 years 2,892,860 457,572
3,616,075 580,572

If the Company decides to relinquish certain leases and /or does not mee¢dugseentsassetsecognised
in the balance sheet may require review to determine the appropriateness of carrying values. The sale, transfer or
farm out of exploration rights to third parties will reduce or extinguish these obligations.
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22. FINANCIAL RISK MANAGEMENT
(a) Financial Risk Management Policies

The Companyods financi al instruments consist mainly
accounts payable.

Derivatives are not used by tR@mpany.
(i) Treasury Risk Management

The Board analyses financial risk exposure and evaluates treasury strategies in the context of the
most recent economic conditions and forecasts.

The overall risk management strategy seeks to assist the company imgnitedinancial targets,
whilst minimising potential adverse effects on financial performance.

(i) Financial Risk Exposure and Management
The main risks the Company is exposed to through its financial instruments are interest rate risk,
liquidity risk andcredit risk.
Interest rate risk
Exposure to interest rate arises on financial assets and financial liabilities recognised at reporting date whereby a
future change in interest rates will affect future cash flows or fair value of fixed finamstialments. Interest

rate risk is managed by the company only using fixed rates onRkfet. to Note 2(b) (i) & (ii) for further
details on interest rate risk.

Liquidity risk
Liquidity risk is the risk that the Company will not be able to meetntial obligations as they fall due. The

Company manages liquidity risk by monitoring forecast and actual cash flows. Trade and other payables have
contractual maturities of six (6) months or less.
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22.  FINANCIAL RISK MANAGEMENT (continued)

(a) Financial Risk Management Policiegcontinued)

(ii) Financial Risk Exposure and Management (continued)

Credit risk

The maximum exposure to credit risk, excluding the value otaltgteral or other security, at balance date to
recognised financial assets, is the carrying amount, net of any provisions for impairment of those assets, as
disclosed in the balance sheet and notes to the financial statements.

There are no other matdreamounts of collaterdield as security at 30 June 2009

The Board manages credit risk by only depositing cash with Australian Authorised deposit taking institutions.
As the Company operates primarily in exploration activities, it does not have tdealdes and therefore is

not exposed to credit risk in relation to trade receivables. Management does not expect any counterparty in
respect of other receivables to fail to meet its obligations.

The carrying amount of tresentsGhe magximunycoedit etposara& nci a l assets
2009 2008
$ $
Other receivables 40,148 76,154
Cash and cash equivalents 1,215,706 4,155,733
1,255,854 4,231,887

None of the Companyds d@2008&i) receivables are past due.

(b) Financial instruments
(i) Derivative Financial Instruments

Derivative financial instruments are not used by the Company.
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22. FINANCIAL RISK MANAGEMENT (continued)
(b) Financial instrument (continued)
(i) Financial Instrument Composition and Maturity Analysis
The table below reflects the undiscounted contractual settlement terms for financial instruments of a fixed

period maturity, as well as manage mallnothérdinareialpect at i
instruments. As such the amount may not reconcile to the balance sheet.

2009 Weighted Floating Fixed Interest Fixed Non-interest Total
average Interest Rate Maturing Interest bearing
effective Rate within 1 year Rate Maturing
Interest Maturing within 6
Rate over 5 years months
% $ $ $ $ $

Financial assets

Cash & Cash 574
Equivalents ' 1,215,706 - - - 1,215,706

Other Receivables - 40,148 40,148
1,215,706 - - 40,148 1,255,854
Financial liabilities
Trade &Other
Payables - - - (566,863 (566,863
Borrowings 9.69 - (31,424) (101,198) - (132,622)
- (31,424) (101,198) (566,863 (699,485
Net financial assets/(liabilities) 1,215,706 (31,424) (101,198) (526,715 556,369
2008 Weighted Floating Fixed Interest Fixed Non-interest Total
average Interest Rate Maturing Interest bearing
effective Rate within 1 year Rate Maturing
Interest Maturing within 6
Rate over 5 years months
% $ $ $ $ $
Financial assets
Cash & Cash 715
Equivalents ' 4,155,733 - - - 4,155,733
Other Receivables - - - 76,154 76,154
4,155,733 - - 76,154 4,231,887
Financial liabilities
Trade & Other
Payables - - - (1,358,112)  (1,358,112)
- - - (1,358,112)  (1,358,112)
Net financial assets/(liabilities) 4,155,733 - - (1,281,958)  (2,873,775)

All trade and sundry payables are expected to be paid in less than 6 months.
(iii) Net Fair Value of Financial Assets and Liabilities

The net fair value of the financial assets and finarl@ailities approximates their carrying
value.
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22. FINANCIAL RISK MANAGEMENT (continued)
(b) Financial instrument (continued)

(iv) Sensitivity Analysis
Interest Rate Risk

The Company has performed a sensitivity analysis demonstrates the effect on the current year results and

equity which cold result from a change in this risk

Interest Rate Sensitivity Analysis

As 30 June 20Q%he effect on losand equity as a result of changes in the interest rate, with all other

variables remaining constant would be as follows:

2009 2008
$ $

(Increase) / Decrease in loss
- Increase in interest rate %o 12,157 3,121
- Decrease in interest rate b%o (12,157 (3,12
Change in equity
- Increase in interest rate %o 12,157 3,121
- Decrease in interest rate b§o (12,157 (3,12)

(Higher) / Lower

The movements ithe loss for the yeare due to higher / lower interest reveimaen cash balances.

The company does not aceddor any fixed rate financial liabilities at fair value through profit or loss,
therefore a change in interest rates at the reporting date would not affect profit or loss.

2009 2008
$ $
23. CASHFLOW INFORMATION
(i) Reconciliation of Cash Flows from Operating Activities with Loss from after
Income Tax
- Lossfrom ordinary activities after income tax (3,866,629 (6,241,874 )
Non-cash flows irloss from ordinary activities
- Share based payment expense 1,158,062 5,579,554
- Depreciation 47,269 -
- Exploration tenement written off 1,453,452 -
Changes in assets and liabilities
- (Increasejdecrease in other receivables 36,006 (76,154)
- Increasgdecrease) in trade and other payables (131,718) 329,813
- Increasd(decreasein employee benefits (135,642) 158,469
Net cash outflows from Operating Activities (1,439,200 (250,192)
(i) Non-cash financing and investing activities
- Acquisition of interest in mineral tenements by means «
share issuand deferred share issue 378,250 9,500,000
- Issue of shares, options and performance shares to - 5,285,554
Directors
- Issue ofoptions to promoters of the Company and - 691,880
unrelated vendors
- Acquisition of motor vehicle by means of finance lease 148,466 -
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23. CASH FLOW INFORMATION (continued)
2009 2008
$ $
(iii) Finance Facilities
At the reporting date thednpany has the following finance
facilitiesrepresenting finance leases
Amount used 132,622 -
Amount unused - -
Total Facility 132,622 -
24. SHARET BASED PAYMENTS
OPTIONS AND PERFORMANCE SHARES
0] The folowing options were granted tailectors,employees, promotergendors and advisers for no
consideration as part of their remuneration package and / or ongoing support of the Company. All
options granted confer a right of one ordinary share for every optionN®lolptions were forfeited,
expired or exercised during the reporting y&jptions granted under the plan carry no dividend or
voting rights.
Options/ Shares Grant Date Expiry Dae Exercise  Balance at Granted Balance at  Exercisable at
Price start ofyear duringyear end ofyear end of year
Number Number Number
Tranche A 7 January 2008 7 January 2012 $0.25 28,000,000 28,000,000 28,000,000 28,000,000
Tranche B 7 January 2008 7 January 2013 $0.25 28,000,000 28,000,000 28,000,000 @)
Tranche C 7 January 2008 7 January 2014 $0.25 28,000,000 28,000,000 28,000,000 (ii)
Performance Shar 7 January 2008 8 July 2013  $0.0001 28,000,000 28,000,000 28,000,000 - (iii)
Tranche D 1 December 2008 7 January 2012 $0.25 1,000,000 1,000,000 1,000,000 (iv)
Tranche E 1 December 2008 7 January 2012 $0.25 1,000,000 1,000,000 - )
Tranche F 1 December 2008 7 January 2012 $0.40 1,000,000 1,000,000 - (vi)
Tranche G 1 December 2008 7 January 2012 $0.60 1,500,000 1,500,000 - (vii)

(i) Tranche B options are only exercisable once Tranche A are exercised.

(iii) Tranche C options are onilysuedonce Tranche B are exercised.

(iv) 28,000,000 performance sharssued are convertible upon the Company completing at least
10,000 metres of drilling or the 20 day volume weighted average closing price of the fully paid
ordinary shares in the Company being $0.70 or greater.

Upon reaching either of these milestoneshgaerformance share will convert into one fully paid
ordinary share in the Company. If the milestones are not achieved within 5 years from the date
the Company lists on the ASX, each block of 100,000 performance shares wilttcineee

share on the endhte.

(v) On 1 December 20081,000,000 options were issuedato employeainder the Legacy Iron Ore
Limited employee option plan

(vi) Options will be issued upon the Company completing at least 10,000 roétRfS, RAB or
diamond drilling.

(vii) Options will be issed upon the share price of the Company attaining a 20 day volume weighted
average price of $0.70 or greater

(viii) Options will be issued upon the share price of the Company attaining a 20 day volume weighted

average closing price of $1.00 or greater.
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SHARET BASED PAYMENTS (continued)
OPTIONS AND PERFORMANCE SHARES (continued)
Fair value of options and performance shares granted

The assessed fair values at grant date of opticansted during the yemended 30 June 20G8e set out

in the tables belowThe fair values at grant date are independently determined using a Binofiatk

and Scholesption pricing model that takes into account the exercise price, the term gfttbe, dhe

impact of dilution, the share price at grant date and expected volatility of the underlying share, the
expected dividend yie|dthe probability of the share price reaching forecast taagdt the risk free
interest rate for the term of the optidNo allowance has been made for the effects of early exercise.

Vesting period of Tranches E, F and G options angerformance shares

Theissue of the Tranche E options and the conversion gbehfermance sharesill occur upon the
company completingt least 10,000 metres of drillingAt 30 June 200%he Directors have estimated
the 10,000 metres drilling target will be achiev&ld August 2010 (30 June 200833 February 2010)
Accordingly the vesting of the performance shares has been made pradyefssim the date of issue
to 31 August 2010 (adjusted from 30 June 2008:28 February 2010)

The Tranche F options will be issued upon the share price of the Company attaining a 20 day volume
weighted average closing price of $0.70 or greater. At 30 200@ the Directors have estimated this
target will be achieved in July 201Accordingly the vesting of the performance shares has been made
progressively from the date of issueltdy 2011.

The Tranche G options will be issued upon the share prideedEdmpany attaining a 20 day volume
weighted average closing price of $1.00 or greater. At 30 June 2009 the Directors have estimated this
target will be achieved in December 20M4ccordingly the vesting of the performance shares has been
made progressely from the date of issue fdecember 2011.

2009
Valuation Assumption Tranche D Tranche E Tranche F Tranche G
Underlying security value $0.14 $0.14 $0.14 $0.14
Grant date 1 December 08 1December 08 1 December 08 1 December 08
Vesting period 3 months 21 months 31 months 38 months
(estimate) (estimate) (estimate)
Exercise price $0.25 $0.25 $0.40 $0.60
Expected Dividend yield 0% 0% 0% 0%
Risk free rate 3.25% 3.25% 3.25% 3.25%
Volatility 83.57% 83.57% 83.57% 83.57%
Probability of vesting N/A N/A 20% 10%
Expiry date 7 January 12 7 January 12 7 January 12 7 January 12
Fair value per security $0.0596 $0.0596 $0.00896 $0.00333
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24,

SHARET BASED PAYMENTS(continued)

OPTIONS AND PERFORMANCE SHARES (continued)

2008

Valuation Assumption Tranche A Tranche B
Underlying security value $0.10 $0.158
Grant date 7 January 08 7 January 08
Vesting period Immediately Immediately
Exercise price $0.25 $0.25
Expected Dividend yield 0% 0%
Risk free rate 6.30% 6.30%
Volatility 80% 80%
Expiry date 7 January 12 7 January 18
Fair value per security $0.043 $0.095

The expected price volatility is based on the historic volatility.

Tranche C Performance
Shares

$0.10 $0.10
7 January08 7 January 08
Immediately 26 months
(estimate)

$0.25 $0.00001

0% 0%

6.30% 6.30%

80% 80%

7 January 14 8 July 13
$0.058 $0.10

Total amounts arising from shabased payment transactions recognised duringgheare as follows.

Income Statement

- Key management personne

remuneration
- Other expenses

Recognisedlirectlyin equity
- Capital Raising Expenses

The number and weighted average exercise prices of share aptassfollows:

Outstanding at 1 July
Forfeited during the year
Exercised during the yee
Granted during the year
Outstanding at 30 June
Exercisable at 30 June

Weighted
average
exercise

price

2009
$0.25
$0.25
$0.25
$0.25
$0.25
$0.25

2009 2008
$ $
1,158,062 5,285,554
- 294,000
- 397,880
1,158,062 5,977,434
Number of Weighted Number of
options average exercist options
price
2009 2008 2008

56,000,000 $0.25 -

- $0.25 -

- $0.25 -
11,155,572 $0.25 56,000,000
67,155,572 $0.25 56,000,000
67,155,572 $0.25 56,000,000
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DIRECTORS' DECLARATION
1 In the ginion of the Directors of the@npany:
(a) the financal statements and notes ahdhe Remuner ati on Report i n t he
Report, as set out on the accompanying pages, are in accordance with the Corporations

Act 2001 including:

0] giving a true and f aiadialpesitienasa30Jundbhe Company 6.
2009and of the performance for tigearended on that date; and

(i) complying with Australian Accounting Standards (including the Australian
Accountinginterpretations) and the Corporations Regulations 2001.

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

(c) there are reasonable grounds to believe that the Company will be able to pay itsdebts

and when they become due and payable.

2 The Directors have been given the declarations required by section 295A of the
Corporations Act 2001 from the Company Secretary and the Chief Executive Officer for the
financialyearended 30 June 200

Sigred in accordance with a resolution of the Board of Directors.

Sharon Heng
Director

Perth, 25 September2009
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| NDEPENDENT AUDI TOR6S REPORT TO THE MEMBERS
OF LEGACY IRON ORE LIMITED
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