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High grade gold/zinc vein in SMDD105 (507m).
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The Siana ore body remains open at depth with the deepest

intersection to date now at 450 metres vertical.
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Chairman’s Address

The Company has continued to progress the development of the one million ounce
Siana deposit, but has taken longer than anticipated to complete the required

drilling, upgrade and evaluation of the underground resource component.

The Board and management has shown strong suppotrt for the project since
the Mineral Production and Sharing Agreement award in December 2002,
and acknowledge the patience of all stakeholders, long time shareholders and

particularly the November 2007 equity providers alike.

Management is working closely with supportive regulatory authorities to ensure earliest possible
commencement of operations that will contribute significant benefits throughout the mine life to
the host communities, local and provincial governments and national economy. Based on current
calculations the total statutory tax and fee return to the nation is estimated at approximately

5 billion pesos, or in excess US$100 million at current exchange rates.

Red 5 has supported local communities throughout this period, particularly those in neighbouring
Siana, Cawilan and Dayano. The Company delivers potable water to nearly 3,000 inhabitants,
provides medical, dental and emergency hospital transport, delivers nutrition programmes for
under-noutished children, has built public playgrounds and supported local schools. Previous

annual reports have documented these activities.

The Company has undertaken a measured build up of key Philippino and expatriate professional
staff as we transition from exploration and evaluation to permitting and design. A corporate
office was established in Manila facilitating more efficient communication with government

departments and mining service providets.

Each of the expanded executive team, the Chief Financial Officet, the Project Manager, the
Construction Managet, the senior Philippino staff and a change in our legal advisors both in

Australia and the Philippines has increased project momentum and preparedness markedly.

At the date of this report the Environmental Impact Statement submission was pending.
Management has worked on a closely co-operative basis with the committee of the Environmental
Management Bureau who again visited site in May 2008 for a positive consultation with local
government and community representatives. The EIS document which requires the co-ordination
of many consultant disciplines has been prepared in meticulous detail to meet both the requirements
of the Philippines authorities and the Equator Principle tests of our lead arranger bank. In parallel,
all project numbers are being refreshed to reflect capital and operating cost inflation since the

technical study was complete.
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While human and financial resources have been prioritised toward the Siana development and

associated tenements in Surigao del Norte a number of approaches and opportunities were also

considered by the Company. None were significant enough to warrant material due diligence.

For most of the year gold equities were not the first choice of investors despite the physical breaching
US$1,000 per ounce in March 2008. Whilst the rapidly expanding availability of stock exchange
listed ETFs (exchange traded funds) has generated greater depih in demand for the physical
commodity, it has simultaneously provided an investment alternative that removes management
risk associated with an equity investment. Unfortunately, this trend away from gold equities has

been reinforced with producing gold company disappointments outpacing successes.

Given the difficult share market for all equities at the time of writing, the Company confirms
that it does not hold securities in other companies and cash reserves are held exclusively with major

Australian street banks.

Colin G Jackson
Chairman
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Siana Gold Project

Following execution of a Joint Venture Heads of Agreement
in June 2002 the Company has significantly advanced
towards development of the gold resource at Siana, located
in Northern Mindanao.

Red 5 is manager of a joint venture between Philippine
companies Greenstone Resources Corporation and Merrill
Crowe Corporation, an associated company of First Metro
Investment Corporation, a division of Metrobank.

The MPSA (Mineral Production Sharing Agreement) title
transfer from the original joint venture partner to Merrill
Crowe Corporation was completed during the year and
at the date of this report a further transfer of title to a
newly created joint operator company is contemplated.

Location and logistics

The project covers an area of approximately 39 km?
focused around the former Siana Gold Mine in the
established gold mining province of Surigao del Norte.

Excellent infrastructure includes nearby grid power, easy
access from National Highway One, a large cement factory,
two ports and modern mobile phone network coverage.

The mine-site is located 30 km south of the major regional
centre and shipping port of Surigao City.

The local airport has regular flights to Manila International
Airport. The province is stable, with a predominantly
Christian population.

Local government and community leaders, familiar with
the long history of gold mining in the area have indicated
their support for a new development.

Another advantage is the availability of experienced
personnel, many of whom were employed at the mine
when it closed prematurely in 1990.

Siana is located in a richly endowed mineral field with
many epithermal gold systems and several known
porphyry copper-gold deposits.

The project area is located five km south-east of

the world-class Boyongan porphyry coppergold discovery
(15 million ounce gold equivalent) made by the Anglo
American-Philex Gold Joint Venture.

Siana covers 12 km of strike of the Surigao Valley Fault, the
same regional structure with which Boyongan is associated.

Project management

Project Management is the direct responsibility of Red 5
executive directors, Mr Greg Edwards and Mr Lance Govey.

During the year, three experienced senior professionals
joined the team, Mr William Darcey (Project Manager),
Mr Warren Mathews (Construction Manager) and

Mr Raj Surendran (Chief Financial Officer) to provide
on-going planning, co-ordination and implementation
of the development. An office was opened in Manila
with three key Philippino professionals and a number
of support personnel engaged.

Specialist groups currently engaged in various
elements of the pre-development activities include:

Cube Consulting
Underground Resource estimation

Red Rock Engineering
Underground mine design, scheduling and costing

Intermet Engineering
Underground metallurgy, process plant design and
site infrastructure

GHD
Tailings storage facility final design

Peter O'Bryan & Associates
Underground geotechnical assessment, review
and recommendation

Meyer Water & Environmental Solutions
Hydrology and Hydrogeology

BMP Environment & Community Care Inc
Environmental impact assessment and
community development

Bill Darcey, Project Manager (right) and Warren Mathews,
Construction Manager.
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Pre-development Activities

Environmental Impact Study

A comprehensive EIS is being finalised by Manila based
consultant BMP Environment and Community Care Inc. to
be lodged with the Environmental Management Bureau
(EMB) in October 2008. A mandatory final public hearing is
scheduled for late 2008. As previously stated, community
support for the project remains at a high level.

Declaration of Feasibility

The Declaration of Feasibility is a mandatory presentation
of the definitive feasibility study, in prescribed format, to
the Mines and Geosciences Bureau (MGB). This major
document draws on some elements of the EIS and hence
will be completed and submitted to the MGB, following the
EIS submission.

Legal

Extensive legal and financial due diligence was undertaken
by the partners for the establishment of a jointly owned
operating company for mine development. All key
documents and agreements relating to the incorporation
were prepared for submission to the relevant authorities.

Early infrastructure

Designs for early infrastructure requirements including
an access road and river crossing, accommodation camp,
administration building and other buildings have been
completed or are near finalisation.

Contracts preparation

Major contracts for mining and construction were prepared
for distribution to prospective tenderers. Power, fuel,

and other minor camp services draft contracts have been
prepared with explosives and plant reagent contracts in
preparation. Each has been subject to legal review by
Freehills in collaboration with Philippine legal counsel.

Plant and tailings dam

Detailed final design of the tailings storage facility has
commenced. Further detailed engineering inspections
of the used ball mill and crusher (Krupp Sizer) were
completed and detailed quotations sought for shipping
and refurbishment. Transport of both items to Manila is
imminent.

Finance

Activity was focused toward securing project finance, and
major permitting approvals. Société Générale Corporate
Investment Banking issued a revised term sheet offering a
syndicated debt facility stipulating as one of the conditions
precedent a requirement for the Company to provide a
substantial share of the project capital cost. To this end, a
total of 350 million new shares was successfully placed in
late 2007, mainly to institutional investors. The bank finance
is also contingent upon permitting approvals, chief amongst
which is the Environmental Compliance Certificate (ECC).

Société Générale is an adherent to the internationally
recognised Equator Principles on environmental
management. As such the bank requires an internal review
and approval of the environmental impact study.

Key milestones

EIS submission/ECC approval

Declaration of Feasibility

Underground Resource upgrade
Incorporation of operator and title transfer
Power and diesel supply contracts
Finance completion

Early infrastructure implementation
EPCM and mining contract award

Construction, pit dewatering, pre-strip

Commissioning

Mill shell at Cebu storage facility.
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Community & Environment

Public information sessions The Company is proud of its achievements and the mutually
supportive relationship it has developed with our local

communities during the exploration and evaluation period.
Significant among these are:

Il mproved community health programme including
transport and emergency hospital care for gravely
ill residents where possible

Creation of community facilities including a nutrition
programme for those children in special need

Strong support for and improvements to local schools
Environment greening
Community infrastructure assistance

Community awareness regarding health and
safety issues

Assistance to peace and order programmes

Agricultural farming trials.

Project information sessions were well attended and
accepted by the local community, government agencies
and other interested parties

Local villagers enjoying the supply of high quality water

Feeding

Laying of pipes for water supply - a joint Company Daily nutritional feeding program for local children
and local villagers effort
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Programmes and assistance to date have been funded at
modest levels however when the mine becomes operational
these activities would be greatly accelerated under the
auspices of the Social Development Management Plan.

One percent of annual mining and processing costs will
be set aside to provide revenue for expanded programmes
including development of significant new livelihood
projects, skills training and education scholarships.

Other direct tangible benefits during the life of mine
include employment of approximately 500 local residents,
with a business multiplier estimated at approximately

twelve to one.

One of three modern play-grounds installed by the
Company for use by local children

Infrastructure

Agriculture & greening

Company has invested time and money in educating
and helping locals reinvigorate and improve local
fauna and farming methods

Clothing

E ]

Annual donation of clothing to needy children from
surrounding villages

Recent Company donation to the 3 immediate impact villages around the mine-site.
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Development Drilling

Diamond drilling continued throughout the year for an
aggregate 8,286m with most of the seventeen holes
targeted to infill the upper portion of the underground
resource. The exception was exploration hole SMDD117,
drilled to test for a deep resource extension at the southern
end — no economic mineralisation was intersected.

Details and assay highlights are listed below.

At the time of writing an updated geological interpretation
had been prepared to provide the basis for a new
underground Resource estimation to be undertaken by
Cube Consulting.

Geotechnical analysis of data and samples from the
drilling was undertaken by Peter O'Bryan and Associates

Siana drilling results

to assess requirements for underground mine design.
Recommendations from this work have been applied to
initial design investigations by Red Rock Engineering.

Bulk samples of high and low zinc sulphide core were
composited from selected gold rich intervals and
despatched for preliminary metallurgical tests with the
objective of determining if there is any significant variation
in the recovery characteristics of the underground resource
material compared with that of the open pit, upon which
the process plant design has been based. Results to

hand indicate that at the same grind size the open pit

and underground material have near identical gold and
silver recoveries.

Hole No From Interval Au g/t* Zn %* Hole No From Interval  Au g/t* Zn %*

12 301 7 2.7 - 121 222 1 2.1 -
354 7 3.1 - 122 257 2 3.7 -
374 7 4.3 - 263 1 10.5 -

113 8] 8 5.6 = 279 15 11.2 =
898 16 519 = 305 5 34 =
422 2 13.3 1.3 324 4 3.3 -

14 269 B 5.6 - 123 403 2 2.2 -
312 3 5.2 - 408 2 3.0 -
354 10 72 - 441 1 5.8 -
393 1 18.6 - 125 350 2 6.7 -

115 401 5 6.6 - 369 1 8.5 2.0
420 4 73 = 403 10 4.2 1.5

119A 417 4 2.1 3.1 420 4 8.5 =
444 2 18.6 6.3 126 365 1 1.2 -
450 7 9.8 1.1 394 27 3.1 -
462 4 25 2.6 127 345 2 5.3 -
473 2 25.6 2.2 382 2 7.8 -
505 7 7.3 4.2 457 5 4.8 1.0
526 8 2.1 1.6 493 2 7.1 -

120 308 2 9.0 = 128 433 5 13.3 4.9
328 1 4.4 = 457 B 4.8 1.0
350 1 5.3 -

*cut-off 2.0g/t Au, 1% Zn

SMDD116, 118 & 124 at southern and upper margins intersected lode horizons with <2g/t Au.

SMDD117 deep exploration hole below south end intersected lode position with <2g/t Au.
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Siana Diamond Drill Hole Locations

A

Siana 2008 drilling co-ordinates

Hole No
SMDD112
SMDD113
SMDD114
SMDD115
SMDD116
SMDD117
SMDD118
SMDD119
SMDD120

Depth (m)
395
458
409
471
361
901
396
682
416

E (m)
783432
782904
783430
782904
782914
783528
783396
782891
783415

N (m)
1055616
1055706
1055589
1055614
1055743
1055573
1055516
1055674
1055548

RL (m)
119
121
119
119
121
126
118
121
118

Hole No Depth (m) E (m) N (m) RL (m)
SMDD121 322 782960 1055799 119
SMDD122 400 782965 1055820 18
SMDD123 540 782904 1055609 119
SMDD124 396 783419 1055547 18
SMDD125 677 782969 1055809 18
SMDD126 458 782885 1055729 122
SMDD127 509 782885 1055729 123
SMDD128 497 783435 1055737 123

Total 8,286

Note: Co-ordinates are in UTM WGS84
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Reserves / Resources

Grade g/t Contained ounces

Resource area JORC category Tonnes Gold Silver Gold Silver
Open pit Indicated 3,072,000 34 8.5 336,200 839,900
Inferred 156,000 2.9 13.6 14,500 68,200

Total 3,229,000 34 8.7 350,700 908,200

Underground Inferred 2,951,000 74 13.1 702,800 1,246,300
Stockpiles Indicated 83,000 1.3 10.7 3,500 28,500
Overall Total Indicated 3,156,000 8.3 8.6 339,700 868,400
Inferred 3,107,000 7.2 13.2 717,300 1,314,500

Total 6,263,000 5.3 10.8 1,057,000 2,183,000

Notes: Figures are 100% of project. The estimates of Identified Mineral Resources shown in the table above have been
prepared as per the JORC Code guidelines for reporting Mineral Resources and Ore Reserves.

The information in this report that relates to Mineral Resources for the open pit is based on information compiled by Hellman
and Schofield Pty Ltd using the method of Multiple Indicator Kriging. Only those Resources contained within the Feasibility
open pit design are tabulated.

The information in this report that relates to Mineral Resources for the underground is based on information compiled by
Mr Allen L Govey and Mr Gregory C Edwards, who are full-time employees of Red 5 Limited and are Members of The Australian
Institute of Mining and Metallurgy.

Mr Govey and Mr Edwards have sufficient experience that is relevant to the style of mineralisation and type of deposit under
consideration and to the activity that they are undertaking to qualify as Competent Person(s) as defined in the 2004 Edition
of the “Australasian Code for Reporting of Mineral Resources and Ore Reserves” Mr Govey and Mr Edwards consent to the
inclusion in the report of the matters based on their information in the form and context in which it appears.

Grade g/t Contained ounces
Reserve area JORC category Tonnes Gold Silver Gold Silver
Open pit Probable 3,073,000 3.4 8.5 336,200 839,900
Stockpiles Probable 83,000 1.3 10.7 3,500 28,500
Total 3,156,000 8.3 8.6 339,700 868,400

Notes: Within the open-pit design there are additional Inferred Resources amounting to 156,000 tonnes at 2.9 g/t gold and
13.6 g/t silver containing 14,500 ounces gold and 68,200 ounces of silver. Under the JORC Code guidelines this material is
not included in the Ore Reserve and is summarily classified as waste.

Mapawa APSA

Additional documentation was completed to facilitate grant and transfer of the Mapawa MPSA to Merrill Crowe Corporation.
At the time of writing the application is under nearfinal review. On grant, exploration may commence immediately.
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Financial Statements
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Directors’ Report

The directors of Red 5 Limited (“Red 5" or “parent entity”) present their report on the results and state of affairs of the parent
entity and the Consolidated entity for the financial year ended 30 June 2008.

Directors

The names of the directors of Red 5 in office during the course of the financial year and at the date of this report are as follows:
Colin George Jackson Peter William Rowe

Gregory Charles Edwards Gary Francis Scanlan

Allen Lance Govey

All directors held their position as a director throughout the entire financial year and up to the date of this report.

Principal Activities

The principal activities of Red 5 and the Consolidated entity (which includes the controlled entities of Red 5) during the financial
year were mineral exploration and evaluation. There was no significant change in the nature of these activities during the year.

Results of Operations
The net loss of the Consolidated entity after provision for income tax was $627,705 (2007: $1,376,824).

Review of Operations

During the year exploration and evaluation activities continued on the Siana gold project located in the Philippines however
these activities have not yet reached a stage which permits a reasonable assessment of the existence or otherwise of
economically recoverable reserves. A bankable feasibility study for the development of the project was completed, which
included an assessment of an underground extension of gold mineralisation below an open pit operation and the potential for
recovery of a zinc concentrate.

Further, a project information memorandum, based on the results of the feasibility study, was prepared and distributed to
selected debt and equity providers. A mandate was granted to a financial institution to arrange a senior debt financing facility.
This resulted in Red 5 subsequently receiving an indicative term sheet for project development and working capital facilities.
Preliminary technical due diligence was completed by the banking syndicate and Red 5 commenced work on satisfying the
conditions precedent to the debt funding facilities.

These conditions precedent included the confirmation of a level of underground resources and the finalisation of an
underground mine plan. Project financiers have also linked approval of financing to the satisfaction of these matters and other
financier related requirements such as the transfer of the Mineral Production Sharing Agreement for Siana into Greenstone
Resources Corporation and the approval of an Environmental Compliance Certificate for the project by the relevant authorities.

Significant effort and costs have gone towards satisfying the requirements above. An in-fill drilling programme was
commissioned to confirm the extent of the underground resource. Work commenced on selected pre-development activities
including an environmental impact study and other development permit approvals, engineering design optimisations and the
appointment of senior management personnel. Approximately $2.6 million was expended on the Siana project in this financial
year on drilling and drilling associated activities as well as on pre-development activities, studies and applications whilst total
wage costs for the year accounted for approximately another $0.67 million of total costs.

In August 2007 Red 5 raised $1.188 million in equity capital through a private share placement of 18,000,000 ordinary shares at
a subscription price of 6.6 cents each.

In December 2007 Red 5 raised $35 million through a share placement of 350,000,000 ordinary shares at a subscription price
of 10 cents each, to clients of Southern Cross Equities Limited. The placement forms part of the equity funding contribution for
project development.

Dividends

No amounts were paid by way of dividend since the end of the previous financial year. The directors do not recommend the
payment of a dividend.
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Likely Developments

During the course of the next financial year, the Consolidated entity will continue its mineral exploration and development
activities and may investigate additional resources projects in which the Consolidated entity may participate.

In the opinion of the directors there is no additional information available as at the date of this report on any likely developments
which may materially affect the operations of the Consolidated entity and the expected results of those operations in
subsequent years.

Options Granted Over Unissued Shares

At the date of this report, 19,900,000 ordinary fully paid shares which are subject to options were unissued. The terms of these
options are as follows:

Options granted over ordinary fully paid shares exercisable:

Number

at 17 cents each on or before 30 June 2009 12,500,000
at 15 cents each on or before 30 June 2011 700,000
at 15 cents each on or before 31 December 2012 6,000,000
at 25 cents each on or before 30 June 2013 700,000
19,900,000

Details of options issued and exercised during the financial year are contained in Note 14 to the financial report. All options
issued were fully vested.

No person entitled to exercise the options has any right by virtue of the option to participate in any share issue of the parent
entity or any other corporation.

Significant Changes
Significant changes in the state of affairs of the Consolidated entity during the financial year were as follows:

Red 5 raised a total of $36,188,000 in equity capital through share placements of 350,000,000 ordinary shares at a subscription
price of 10 cents per share and 18,000,000 ordinary shares at a subscription price of 6.6 cents per share.

Events Subsequent to the End of the Financial Year

Subsequent to 30 June 2008 the USD to AUD exchange rate has decreased from 0.9605 as at 30 June 2008 to 0.8349,

at the date of signing this financial report. The Consolidated entity’s primary asset being exploration and evaluation
expenditure relating to the Siana gold project is held by a foreign operation whose functional currency is USD. Accordingly, the
measurement of the exploration and evaluation expenditure would be subject to this subsequent volatility of the exchange rate.

Information on Directors

Director Qualifications, experiences and special responsibilities
Colin G Jackson M.Sc., B.Sc. (Hons), DIC, Grad. Dip. Bus. Admin.
(Non-Executive Chairman) A director since December 2003 and Chairman since April 2007. Mr Jackson graduated as a

mineral process design engineer and spent 10 years with Selection Trust Limited and RGC Group,
followed by a 12 year finance career with McIntosh Securities Limited and 10 years corporate/
communications responsibility with Newcrest Mining and Normandy Mining. Mr Jackson is a
member of the audit and remuneration committees. Other current directorships: Intrepid Mines
Limited (since December 2003). Former directorships in the last three years: Terramin Australia
Limited (August 2003 to December 2005).
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Directors’ Report

Information on Directors (continued)

Director Qualifications, experiences and special responsibilities
Gregory C Edwards B.Sc. (Hons), MAusIMM
(Managing Director) A director since November 2001. Mr Edwards is a geologist with over 20 years experience.

He has a broad gold and base metals exploration and development background, spending
13 years with the Normandy Mining group, holding various positions including Exploration
Manager — Western Australia and Manager — Business Analysis, where he focussed on
commercial evaluations of potential project and corporate acquisitions. Mr Edwards has not
held directorships in any other listed companies in the last 3 years.

Allen L Govey B.Sc. (Hons), M.Sc., MAusIMIM
(Executive Director - Technical) A director since November 2001. Mr Govey is a senior geologist with wide ranging exploration

and mining geology experience within Australia and South-East Asia. He has been involved
with the successful exploration and mining of Archean lode gold deposits for the last 16 years.
Mr Govey spent 12 years with the Normandy Mining group, including as Principal Geologist
responsible for project generation and evaluation of new business opportunities within \Western
Australia. Mr Govey has not held directorships in any other listed companies in the last 3 years.

Peter W Rowe B.Sc. (Chem Eng), FAusiMM, MAICD

(Non-Executive Director) A director since October 2004. Mr Rowe spent 20 years with Anglo American and De Beers
in South Africa. He has held a number of senior managerial positions in Australia, including
Project Director of the Kalgoorlie Super Pit (Fimiston) expansion and General Manager of the
Boddington Gold Mine and of the Boddington Expansion Project. Mr Rowe has recently retired
from AngloGold Ashanti Limited, but at 30 June 2008 was executive vice president in charge
of business effectiveness. He is a past chairman of the Australian Gold Council. Mr Rowe is a
member of the audit committee and chairman of the remuneration committee.

Gary F Scanlan FAusIMM, CA
(Non-Executive Director) A director since November 2006. Mr Scanlan has over 20 years experience in the mining industry

preceded by 10 years experience with PricewaterhouseCoopers. Mr Scanlan is currently Managing
Director of Castlemaine Goldfields Limited (since June 2005), a gold exploration company based
in Victoria. His previous roles include Executive General Manager — Finance for Newcrest Mining
Limited. Mr Scanlan is chairman of the audit committee and a member of the remuneration
committee. Mr Scanlan has held no other directorships in any other listed companies in the last

3 years.

Information on Company Secretary
Frank J Campagna B.Bus (Acc), CPA

Company Secretary of Red 5 since June 2002. Mr Campagna is a Certified Practicing Accountant with over 20 years
experience as Company Secretary, Financial Controller and Commercial Manager for listed resources and industrial companies.
He presently operates a corporate consultancy practice which provides corporate secretarial and advisory services to both
listed and unlisted companies.

Details of directors' interests in the securities of the parent entity as at the date of this report are as follows:

Director Fully paid shares Options
C G Jackson 225,000 -
G C Edwards 8,000,000 -
A L Govey 6,786,500 -
P W Rowe = =
G F Scanlan - -
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Meetings of Directors

The number of meetings of the Board of Directors of Red 5 and of each Board committee held during the year ended 30 June
2008 and the number of meetings attended by each director whilst in office are as follows:

Board meetings Audit committee Remuneration committee
Number Number Number Number Number Number
held attended held attended held attended
C G Jackson 1 1 2 2 2 2
G C Edwards 1 1
A L Govey M 1
P W Rowe 1 10 2 2 2 2
G F Scanlan " 1 2 2 2 2

Remuneration Report (Audited)

This report sets out the current remuneration arrangements for directors and executives of Red 5. For the purposes of this
report, key management personnel are defined as those persons having authority and responsibility for planning, directing and
controlling major activities of the Consolidated entity, including any director (whether executive or non-executive) of Red 5, and
includes the executives in the Consolidated entity receiving the highest remuneration.

Principles used to determine the nature and amount of remuneration
Directors and executives remuneration

Overall remuneration policies are determined by the Board and are adapted to reflect competitive market and business
conditions. Within this framework, the remuneration committee considers remuneration policies and practices generally, and
determines specific remuneration packages and other terms of employment for executive directors and senior management.
Executive remuneration and other terms of employment are reviewed annually by the committee having regard to performance,
relevant comparative information and expert advice.

Red 5's remuneration policy for executive directors and senior management is designed to promote superior performance and
long term commitment to Red 5. Remuneration packages are set at levels that are intended to attract and retain executives
capable of managing Red 5's operations. Executive directors receive a base remuneration which is market related, together
with performance based remuneration linked to the achievement of pre-determined milestones and targets. As Red 5's principal
activities during the year were mineral exploration and evaluation, measurement of remuneration policies against financial
performance is not considered relevant until such time as mining operations commence.

Red 5's remuneration policies are designed to align executives’ remuneration with shareholders’ interests and to retain
appropriately qualified executive talent for the benefit of Red 5. The main principles of the policy are:

e reward reflects the competitive market in which Red 5 operates;
e individual reward should be linked to performance criteria; and
e executives should be rewarded for both financial and non-financial performance.

The structure of remuneration packages for executive directors and other senior executives comprises:

e a fixed sum base salary payable monthly in cash;

e short term incentives through eligibility to participate in a performance bonus scheme if deemed appropriate;

e [ong term incentives through executive directors being eligible to participate in share option schemes with the prior approval
of shareholders. Other executives may also participate in employee share option schemes, with any option issues generally
being made in accordance with thresholds set in plans approved by shareholders. The Board considers it appropriate to retain
the flexibility to issue options to executives outside of approved employee option plans in appropriate circumstances; and

e other benefits, including participation in superannuation schemes.

The proportion of fixed and variable remuneration is established for each executive director by the remuneration committee.
The objective of short term incentives is to link achievement of Red 5's operational targets with the remuneration received by
executives charged with meeting those targets. The objective of long term incentives is to reward executives in a manner which
aligns this element of their remuneration with the creation of shareholder wealth.
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Directors’ Report

Performance incentives may be offered to executive directors and senior management of Red 5 through the operation of
performance bonus schemes. A performance bonus, based on a percentage of annual salary, may be payable upon achievement
of agreed operational milestones and targets.

The Consolidated entity encourages executives who have been granted share based payments as part of their remuneration
package not to enter into other arrangements that limit their exposure that would result from share price decreases. Executives
are required to advise Red 5 in advance if such arrangements are contemplated.

Non-executive directors’ remuneration

In accordance with current corporate governance practices, the structure for the remuneration of non-executive directors and
senior executives is separate and distinct. Shareholders approve the maximum aggregate remuneration for non-executive
directors. The remuneration committee recommends the actual payments to directors and the Board is responsible for ratifying
any recommendations. Non-executive directors are entitled to statutory superannuation benefits. The Board approves any
consultancy arrangements for non-executive directors who provide services outside of and in addition to their duties as non-
executive directors.

Non-executive directors may be entitled to participate in equity based remuneration schemes. Shareholders must approve the
framework for any equity based compensation schemes and if a recommendation is made for a director to participate in an
equity scheme, that participation must be specifically approved by the shareholders.

All directors are entitled to have premiums on indemnity insurance paid by Red 5.
Details of remuneration (parent entity and Consolidated entity)

The following table discloses details of the nature and amount of each element of the remuneration of each director of Red 5 and
each of the officers receiving the highest remuneration and other key management personnel for the year ended 30 June 2008.

Share
2008 Post- based
Short term employment payments Other
Salary or Consulting Non- Cash Super- Equity Insurance  Total Performance
directors fees monetary bonuses annuation options  premiums related
Name fees benefits
$ $ $ $ $ $ $ $ %
Executive directors
G C Edwards 265,051 - - - 22,544 - 5,106 292,701 -
A L Govey 219,767 - - - 25,350 - 5,106 250,223 -
Non-executive directors
C G Jackson 50,000 111,120 - - 4,500 - 5,106 170,726 -
P W Rowe 35,000 - - - 3,150 - 5,106 43,256 -
G F Scanlan 35,000 - - - 3,150 - 5,106 43,256 -
Other executives
R K Surendran (1) 103,686 - - - 8,728 26,460 - 138,874 -
W P Darcey (2) 118,981 - - - 11,156 26,460 - 156,597 -
F J Campagna - 114,440 - - - - - 114,440 -
Total 827,485 225,560 - - 78,578 52,920 25,530 1,210,073 -

(1) From commencement of employment as Chief Financial Officer on 11 February 2008.
(2) From commencement of employment as Project Manager on 21 January 2008.

Commencing 1 July 2008 executive director salaries were increased by the CPI whilst non-executive directors’ fees remained
unchanged. No entitlement to performance bonuses accrued during the financial year. The company secretary is deemed to
be an executive by virtue of being an officer of the parent entity. The role performed by the company secretary does not meet
the definition of key management person under AASB 124, hence this officer has been excluded from the key management
personnel disclosures in the financial report.
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2007 Post-

Short term employment Other

Salary or Consulting Non- Provisions Super- Insurance Total Performance

directors fees monetary annuation  premiums related
Name fees benefits

$ $ $ $ $ $ $ %

Executive directors
G C Edwards 240,804 - - 41,427 23,728 4,666 310,625 -
A L Govey 194,300 - - 41,763 19,500 4,667 260,230 -
Non-executive directors
C G Jackson 37,500 78,561 - - 3,875 4,667 124,103 -
P W Rowe 35,000 - - - 3,150 4,667 42,817 -
G F Scanlan 21,240 - - - 1,912 4,667 27819 -
N J Smith 41,666 65,000 - - 3,750 4,666 115,082 -
Other executives
F J Campagna - 72,050 - - - - 72,050 -
Total 570,510 215,611 - 83,190 515,415 28,000 952,726 -

Provisions include amounts provided in the previous financial year for a completion bonus.
Options granted to officers

During the year the parent entity granted options over ordinary shares to the following executive officers of the parent entity
as part of their remuneration.

2008 Granted Terms and conditions for each grant Vested
Number Grant Fair value Exercise Expiry Number %
date per option price per date
option
$ $
Executives
R K Surendran 350,000 16.06.08 0.0350 0.15 30.06.11 350,000 100
350,000 16.06.08 0.0406 0.25 30.06.13 350,000 100
W P Darcey 350,000 16.06.08 0.0350 0.15 30.06.11 350,000 100
350,000 16.06.08 0.0406 0.25 30.06.13 350,000 100

No shares were issued during the year as a result of the exercise of options granted as part of remuneration. There were no
alterations to the terms and conditions of options granted as remuneration since their grant date. There were no forfeitures
during the period.

Share-based compensation

The Board has adopted the Red 5 Employee Option Plan (Plan). Shareholders authorised the issue of options under the
Plan at the annual general meeting of Red 5 held on 27 November 2007 The primary purposes of the Plan are to increase
the motivation of employees, promote the retention of employees, align employee interests with those of Red 5 and its
shareholders and to reward employees who contribute to the growth of Red b.
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Directors’ Report

Options granted as part of remuneration

Options over ordinary shares were granted to specified executives as part of contractual negotiations for commencement of
employment with the Consolidated entity.

Value of options Value of options Value of options Total Value of options
granted during exercised during lapsed during the as percentage of
the period the period period remuneration
$ $ $ $ %
Executives
R K Surendran 26,460 - - 26,460 19%
W P Darcey 26,460 - - 26,460 17%

Options granted as part of executive remuneration have been valued using a Black Scholes option pricing model. The following
factors and assumptions were used in determining the fair value of options on the grant date:

Options Options

30.06.11 30.06.13
Grant date 16.06.08 16.06.08
Option life 3.038 years 5.041 years
Exercise price $0.15 $0.25
Share price on grant date $0.079 $0.079
Expected volatility 85% 85%
Risk free interest rate 714% 6.86%
Dividend yield Nil Nil

Information on any benefits received by directors of Red 5 by reason of a contract made by the Consolidated entity with a
director or a director-related entity is contained in Note 16 of the financial report.

During the financial year, Red 5 paid premiums of $25,530 (2007: $28,000) to insure the directors and other officers of the
Consolidated entity. The liabilities insured are for costs and expenses that may be incurred in defending civil or criminal
proceedings that may be brought against the officers in their capacity as officers of entities in the Consolidated entity.

Service agreements

The terms of employment for executive directors and key management personnel are formalised in service agreements.
Major provisions of the agreements relating to duration and termination are set out below.

G C Edwards — Managing Director

Term of agreement: 2 years from 1 July 2007.

Remuneration: base salary plus 10% superannuation contributions, to be reviewed annually by the remuneration committee.
Performance bonus: up to 50% of annual salary upon the achievement of agreed milestones and targets.

Termination provisions: payment upon early termination by the Company (other than for unsatisfactory performance, gross
misconduct or long term incapacity) equal to the annual salary or the balance of the term if less than 12 months.

A L Govey -Technical Director

Term of agreement: 2 years from 1 July 2007.

Remuneration: base salary plus 10% superannuation contributions, to be reviewed annually by the remuneration committee.
Performance bonus: up to 50% of annual salary upon the achievement of agreed milestones and targets.

Termination provisions: payment upon early termination by the Company (other than for unsatisfactory performance, gross
misconduct or long term incapacity) equal to the annual salary or the balance of the term if less than 12 months.
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R K Surendran - Chief Financial Officer

Term of agreement: no defined period.

Remuneration: base salary plus 10% superannuation contributions, to be reviewed annually.

Equity compensation: issue of 700,000 unlisted options vesting three months after commencement.

Performance bonus: up to 35% of annual salary upon the achievement of agreed milestones and targets.

Termination provisions: payment upon early termination by the Company (other than for unsatisfactory performance, gross
misconduct or long term incapacity) equal to three months of the annual salary.

W P Darcey - Project Manager

Term of agreement: no defined period.

Remuneration: base salary plus 10% superannuation contributions, to be reviewed annually.

Equity compensation: issue of 700,000 unlisted options vesting three months after commencement.

Performance bonus: up to 30% of annual salary upon the achievement of agreed milestones and targets.

Termination provisions: payment upon early termination by the Company (other than for unsatisfactory performance, gross
misconduct or long term incapacity) equal to three months of the annual salary.

Non-Audit Services

During the year, Red 5's external auditors, KPMG, have provided other services in addition to their statutory audit function.
Non-audit services provided by the external auditors comprised $75,396 for taxation and other advisory services. Further details
of remuneration of the auditors are set out in Note 17.

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

e all non-audit services were subject to the corporate governance guidelines adopted by Red 5;

® non-audit services have been reviewed by the audit committee to ensure that they do not impact the impartiality or objectivity
of the auditor; and

e the non-audit services provided do not undermine the general principles relating to auditor independence as set out in
Professional Statement F1, Professional Independence, as they did not involve reviewing or auditing the auditor's own
work, acting in a management or decision making capacity, acting as an advocate for Red 5 or jointly sharing economic
risks and rewards.

A copy of the auditor’s independence declaration as required under section 307C of the Corporations Act is included
immediately following the Directors’ Report and forms part of the Directors' Report.

Environmental Regulations

The Consolidated entity is subject to significant environmental regulation in respect to its mineral exploration activities. These
obligations are regulated under relevant government authorities within Australia and overseas. The Consolidated entity is
a party to exploration and development licences and has beneficial interests in Mineral Production Sharing Agreements.

Generally, these licences and agreements specify the environmental regulations applicable to exploration and mining
operations in the respective jurisdictions. The Consolidated entity aims to ensure that it complies with the identified regulatory
requirements in each jurisdiction in which it operates.

Compliance with environmental obligations is monitored by the Board of Directors. No environmental breaches have been
notified to the Consolidated entity by any government agency during the year ended 30 June 2008.

Signed in accordance with a resolution of the directors.

G F Scanlan Perth, Western Australia
Director 25 September 2008
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Auditor’s Independence Declaration

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

To: the directors of Red 5 Limited

| declare that, to the best of my knowledge and belief, in relation to the audit for the financial year ended 30 June 2008 there
has 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.

KPMG

Rob Gambitta
Partner

Perth
Dated: 25 September 2008
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Income Statements
for the year ended 30 June 2008

CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
NOTE $ $ $ $

Other income - 11,969 - 11,969
Total income 2 - 11,969 - 11,969
Expenses

Amortisation and depreciation expenses (15,693) (25,418) (15,693) (25,418)
Employee and consultancy expenses 2 (1,001,112) (727.799) (1,001,112) (727.799)
Exploration expenditure written-off (33,600) (100,905) (9,300) (100,174)
Foreign currency translation adjustment - - (1,710,263) (2,162,617)
Impairment in loans - - (539) (731)
Occupancy expenses (131,883) (119,681) (131,883) (119,681)
Regulatory expenses (138,591) (106,214) (138,591) (106,214)
Other expenses (261,696) (216,818) (261,434) (216,818)
Operating loss before financing income/(expenses) (1,582,575) (1,284,866) (3,268,815) (3,447483)
Financing income 2 1,330,334 61,399 1,319,665 59,478
Financing expenses 2 (375,464) (153,357) (375,464) (153,357)
Net financing income/(expense) 954,870 (91,958) 944,201 (93,879)
Loss before income tax expense (627,705) (1,376,824) (2,324,614) (3,541,362)
Income tax expense 8 - - - -
Net loss after income tax (627,705) (1,376,824) (2,324,614) (3,541,362)

Cents Cents
Basic and diluted loss per share (cents per share) 23 (0.13) (0.49)

The accompanying notes form part of these financial statements.
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Balance Sheets
as at 30 June 2008

CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
NOTE $ $ $ $
Current Assets
Cash and cash equivalents 4 30,615,336 996,138 30,521,192 957087
Trade and other receivables 5 499,103 49,290 499,103 49,290
Total Current Assets 31,114,439 1,045,428 31,020,295 1,006,377
Non-Current Assets
Receivables 6 24,306 24,306 20,549,452 17,728,993
Investments in subsidiaries 7 - - 335,540 335,540
Property, plant and equipment 8 1,773,082 1,775,037 28,103 30,058
Exploration and evaluation expenditure 9 19,187.826 16,425,904 - -
Total Non-Current Assets 20,985,214 18,225,247 20,913,095 18,094,591
Total Assets 52,099,653 19,270,675 51,933,390 19,100,968
Current Liabilities
Trade and other payables 10 924,068 427261 809,370 402,391
Employee benefits 11 107,168 203,982 59,152 94,791
Interest bearing loans 12 2,006,260 - 2,006,260 -
Total Current Liabilities 3,037496 631,243 2,874,782 497182
Non-Current Liabilities
Interest bearing loans 12 - 1,694,373 - 1,694,373
Borrowings 13 292,601 303,270 - -
Employee benefits 1 227344 196,101 96,479 83,631
Total Non-Current Liabilities 519,945 2,193,744 96,479 1,778,004
Total Liabilities 3,557441 2,824,987 2,971,261 2,275,186
Net Assets 48,542,212 16,445,688 48,962,129 16,825,782
Equity
Contributed equity 14 67,221,875 33,340,684 67,221,875 33,340,684
Reserves 15 (3,117.190) (1,960,228) 967,270 387500
Accumulated losses (15,562,473) (14,934,768) (19,227,016) (16,902,402)
Total Equity 48,642,212 16,445,688 48,962,129 16,825,782

The accompanying notes form part of these financial statements.
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Statements of Changes in Equity
for the year ended 30 June 2008

Attributable to equity holders of the parent entity

Issued Accumulated Other Total
capital losses reserves
$ $ $ $

Consolidated

Balance at 1 July 2006 31,272,684 (13,557,944) (133,545) 17581,195
Foreign currency translation reserve - - (2,196,741) (2,196,741)
Fair value reserve - - (17442) (17442)
Total income and expenses recognised directly in equity - - (2,214,183) (2,214,183)
Loss for the period - (1,376,824) - (1,376,824)
Total recognised income and expenses - (1,376,824) (2,214,183) (3,591,107)
Share placement — net of transaction costs 2,068,000 - - 2,068,000
Issue of options for finance facility - - 387,500 387,500
Balance at 30 June 2007 33,340,684 (14,934,768) (1,960,228) 16,445,688
Foreign currency translation reserve - - (1,736,732) (1,736,732)
Total income and expenses recognised directly in equity - - (1,736,732) (1,736,732)
Loss for the period - (627,705) - (627,705)
Total recognised income and expenses - (627705) (1,736,732) (2,634,437)
Share placement — net of transaction costs 33,881,191 - - 33,881,191
Issue of options - various - - 579,770 579,770
Balance at 30 June 2008 67,221,875 (15,562,473) (3,117191) 48,542,212
Parent

Balance at 1 July 2006 31,272,684 (13,361,040) 17442 17.929,086
Fair value reserve - - (17442) (17442)
Total income and expenses recognised directly in equity - - (17.442) (17.442)
Loss for the period - (3,641,362) - (3,641,362)
Total recognised income and expenses - (3,541,362) (17442) (3,558,804)
Share placement — net of transaction costs 2,068,000 - - 2,068,000
Issue of options for finance facility - - 387500 387500
Balance at 30 June 2007 33,340,684 (16,902,402) 387500 16,825,782
Total income and expenses recognised directly in equity - - - -
Loss for the period - (2,324,614) - (2,324,614)
Total recognised income and expenses - (2,324,614) - (2,324,614)
Share placement — net of transaction costs 33,881,191 - - 33,881,191
Issue of options - various - - 579,770 579,770
Balance at 30 June 2008 67,221,875 (19,227.016) 967270 48,962,129

The accompanying notes form part of these financial statements.
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Statements of Cash Flows
for the year ended 30 June 2008

CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
NOTE $ $ $ $

Cash flows from operating activities

Payments to suppliers and employees (1,542,671) (1,210,857) (1,542,410) (1,210,857)
Interest received 876,663 59,187 876,663 59,187
Net cash used in operating activities 21 (666,008) (1,151,670) (665,747) (1,151,670)
Cash flows from investing activities

Payments for exploration and evaluation expenditure (4,047,846) (3,663,388) (37698) (122,980)
Payments for plant and equipment (13,739) (1,300,685) (13,739) (5,152)
Proceeds on sale of investments - 282,377 - 282,377
Net cash from/(used in) investing activities (4,061,585) (4,681,696) (51,437) 154,245
Cash flows from financing activities

Proceeds from issues of shares 36,188,000 2,200,000 36,188,000 2,200,000
Payments for share issue expenses (1,841,209) (132,000) (1,841,209) (132,000)
Loans to controlled entities - - (4,065,502) (4,829,228)
Proceeds from borrowings - 2,000,000 - 2,000,000
Net cash from/(used in) financing activities 34,346,791 4,068,000 30,281,289 (761,228)
Net increase/(decrease) in cash held 29,619,198 (1,765,366) 29,564,105 (1,758,653)
Cash at the beginning of the financial year 996,138 2,761,504 957087 2,715,740
Cash at the end of the financial year 4 30,615,336 996,138 30,521,192 957,087

The accompanying notes form part of these financial statements.
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Notes to the Financial Statements
for the year ended 30 June 2008

1. BASIS OF PREPARATION

Red 5 Limited (the “Company”) is a company domiciled in Australia. The financial report includes separate financial statements
for Red 5 Limited as an individual entity as well as the Consolidated entity which consists of Red 5 Limited and all its controlled
entities, which together are referred to as the Consolidated entity in this financial report.

The financial report was authorised for issue by the directors on the date of signing of the Directors’ Report.
1.1 Statement of compliance

The financial report is a general purpose financial report which has been prepared in accordance with Australian Accounting
Standards adopted by the Australian Accounting Standards Board (AASB) and the Corporations Act. International Financial
Reporting Standards (IFRS) form the basis of Australian Accounting Standards adopted by the AASB. The consolidated financial
report and company financial report also comply with IFRS and interpretations adopted by the International Accounting
Standards Board.

1.2 Basis of measurement

These financial statements have been prepared under historical cost convention except for share based payments which are
measured at fair value. The methods used to measure fair values are discussed further in the Note 2.12.

1.3 Functional and presentation currency

The financial report is presented in Australian dollars, which is Red 5 Limited's functional currency, however the functional
currency for the majority of the members of the Consolidated entity is United States dollars.

1.4 Use of estimates and judgements

The preparation of financial statements requires management to make judgements, estimates and assumptions that affect the
application of policies and reported amount of assets and liabilities, income and expenses.

The estimates and associated assumptions are based on historical experience and various other factors that are believed to be
reasonable under the circumstances, and which form the basis of making the judgements about carrying values of assets and
liabilities that are not readily apparent from other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised
in the period in which the estimate is revised and in any future periods affected. The areas involving a higher degree of
judgements or complexity, or areas where assumptions and estimates are significant to the financial statements are disclosed
further below in Section 2.5 and 2.12.

2. SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to all periods presented in these financial statements, and
have been applied consistently by the Consolidated entity. No additional standards or amendments have been early adopted in
the current year.

2.1 Principles of consolidation

The consolidated financial report incorporates the assets and liabilities of all entities controlled by Red 5 Limited as at 30 June
2008 and the results of all controlled entities for the year then ended. Red 5 Limited and its controlled entities together are
referred to in this financial report as the Consolidated entity. The financial statements of controlled entities are prepared for the
same reporting period as the parent entity, using consistent accounting policies. The effects of all transactions between entities
in the Consolidated entity are eliminated in full.

Where control of an entity is obtained during a financial period, its results are included only from the date upon which control
commences. Where control of an entity ceases during a financial period, its results are included for that part of the period
during which control existed. Outside interests in equity and results of the entities which are controlled by the Consolidated
entity are shown as a separate item in the consolidated financial statements.
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Notes to the Financial Statements
for the year ended 30 June 2008

2.2 Finance income and expenses

Revenue is recognised to the extent that it is probable that the economic benefit will flow to the Consolidated entity and

the revenue can be reliably measured. Finance income comprises interest income on funds invested. Interest income is
recognised as it accrues, using the effective interest rate method. Finance expenses comprise interest expense on borrowings
and amortisation of loan borrowing costs. Loan borrowing costs are amortised using the effective interest rate method.

2.3 Investments

Financial instruments are classified as being available-for-sale and are stated at fair value, with any resultant gain or loss being
recognised directly in equity, except for impairment losses and in the case of monetary items such as debt securities, foreign
exchange gains and losses. When these investments are derecognised, the cumulative gain or loss previously recognised
directly in equity is recognised in profit or loss. Where these investments are interest-bearing, interest calculated using the
effective interest method is recognised in the income statement.

The fair value of financial instruments classified as held for trading and available-for-sale is their quoted bid price at balance
sheet date. Financial instruments available-for-sale are recognised or derecognised by the Consolidated entity on the date it
commits to purchase or sell the investments.

2.4 Property, plant and equipment

All assets acquired, including property, plant and equipment and intangibles other than goodwill, are initially recorded at their
cost of acquisition, being the fair value of the consideration provided plus incidental costs directly attributable to the acquisition.

Plant and equipment is included at cost less provision for depreciation and any impairment in value and depreciated using a
combination of the straight line and diminishing value methods commencing from the time the asset is held ready for use. The
expected useful lives of plant and equipment are between 3 and 13 years.

2.5 Exploration and evaluation expenditure

Exploration and evaluation costs are accumulated in respect of each separate area of interest. Exploration and evaluation

costs for each area of interest are carried forward where rights of tenure of the area of interest are current and the costs are
expected to be recouped through the successful development and exploitation of the area of interest, or by its sale, or where
exploration and evaluation activities in the area of interest have not yet reached a stage which permits a reasonable assessment
of the existence or otherwise of economically recoverable reserves and active and significant operations in relation to the area
are continuing.

Exploration and evaluation assets are assessed for impairment if sufficient data exists to determine technical feasibility and
commercial viability and facts and circumstances suggest that the carrying amount exceeds the recoverable amount. For
the purposes of impairment testing, exploration and evaluation assets are allocated to cash-generating units to which the
exploration activity relates. The cash generating unit cannot be larger than the area of interest.

Once the technical feasibility and commercial viability of the extraction of mineral resources in an area of interest are
demonstrable and all key project permits, approvals and financing are in place, the exploration and evaluation assets attributable
to that area of interest will then be tested for impairment and reclassified to mining property and development assets within
property, plant and equipment.

2.6 Impairment

At each reporting date, the Consolidated entity assesses whether there is any indication that an asset may be impaired. \Where
an indicator of impairment exists, the Consolidated entity makes a formal estimate of recoverable amount. Where the carrying
amount of an asset exceeds its recoverable amount the asset is considered impaired and is written down to its recoverable
amount. Impairment losses are recognised in the income statement unless the asset has previously been revalued, in which
case the impairment loss is recognised as a reversal to the extent of that previous revaluation with any excess recognised
through the income statement.
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Calculation of recoverable amount

Recoverable amount is the greater of fair value less costs to sell and value in use. It is determined for an individual asset,
unless the asset’s value in use cannot be estimated to be close to its fair value less costs to sell and it does not generate cash
inflows that are largely independent of those from other assets or groups of assets, in which case, the recoverable amount is
determined for the cash-generating unit to which the asset belongs. The estimated future cash flows are discounted to their
present value using a pre tax discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset.

The recoverable amount of the Consolidated entity's receivables carried at amortised cost is calculated as the present value
of the estimated cash flows, discounted at the original effective interest rate. Receivables with a short duration are not
discounted.

2.7 Income tax

Deferred income tax is provided using the balance sheet liability method on all temporary differences at the balance sheet date
between the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred income tax assets are recognised for all deductible temporary differences, carry forward of unused tax assets and
unused tax losses, to the extent that it is probable that taxable profit will be available against which the deductible temporary
differences, and the carry-forward of unused tax assets and unused tax losses can be utilised. A deferred income tax asset

is not recognised where the deferred income tax asset relating to the deductible temporary difference arises from the initial
recognition of an asset or liability in a transaction that is not a business combination and, at the time of the transaction, affects
neither the accounting profit nor taxable profit or loss.

The carrying amount of deferred income tax assets is reviewed at each balance date and reduced to the extent it is no longer
probable that sufficient taxable profit will be available to allow all or part of the deferred income tax to be utilised.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the year when the asset
is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted at the balance date. Income taxes
relating to items recognised directly in equity are recognised in equity and not in the income statement.

2.8 Tax consolidation

Red 5 Limited and its wholly-owned Australian resident entities have formed a tax-consolidated group and are therefore taxed
as a single entity. The head entity within this group is Redb5 Limited.

The current and deferred tax amounts for the tax consolidated group are allocated among the entities in the group using a
“group allocation method” approach. Deferred tax assets and deferred tax liabilities are measured by reference to the carrying
amounts of assets and liabilities in the entities in the group and their tax values applying under tax consolidation.

Any current tax liabilities or assets and deferred tax assets arising from unused tax losses of the subsidiaries is assumed by the
head entity in the tax-consolidated group and are recognised as amounts payable to or receivable from other entities in the tax-
consolidated group in conjunction with any tax funding arrangements. Any difference between these amounts is recognised by
Red 5 Limited as an equity contribution or distribution.

Red 5 Limited recognises deferred tax assets arising from unused tax losses of the tax-consolidated group to the extent that

it is probable that future tax profits of the tax-consolidated group will be available against which the assets can be utilised. Any
subsequent period adjustments to deferred tax assets arising from unused tax losses as a result of revised assessments of the
probability of recoverability is recognised by the head entity only.

2.9 Financial instruments

Non-derivative financial instruments comprise investments in equity and debt securities, trade and other receivables, cash and
cash equivalents, loans and borrowings and trade and other creditors. Non-derivative financial instruments are recognised
initially at fair value plus any directly attributable transaction costs. Subsequent to initial recognition non-derivative financial
instruments are measured as described below.

Liabilities for trade creditors and other amounts are carried at amortised cost. Trade payables are non interest bearing and are
normally settled on 30 day terms.
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For the purposes of the statement of cash flows, cash includes deposits at call which are readily convertible to cash on hand
and which are used in the cash management function on a day to day basis, net of outstanding bank overdrafts.

2.10 Goods and services tax

Revenues, expenses and assets are recognised net of goods and services tax (GST), except where the amount of GST incurred
is not recoverable. In these circumstances the GST is recognised as part of the cost of acquisition of the asset or as part of the
expense item.

Receivables and payables are stated with the amount of GST included. The net amount of GST recoverable or payable is
included as a current asset or liability in the balance sheet. Cash flows are included in the statement of cash flows on a gross
basis. The GST components of cash flows arising from investing and financing activities which are recoverable or payable are
classified as operating cash flows.

2.11 Employee benefits

Provision for employee entitlements represents the amount which the Consolidated entity has a present obligation to pay
resulting from employees’ service provided up to the balance date.

Liabilities arising in respect of employee benefits expected to be settled within twelve months of the balance date are
measured at their nominal amounts based on remuneration rates which are expected to be paid when the liability is settled. All
other employee benefit liabilities are measured at the present value of the estimated future cash outflow to be made in respect
of services provided by employees up to the balance date. Obligations for contributions to defined contribution superannuation
funds are recognised as an expense in the income statement as incurred.

2.12 Share based payments

The Consolidated entity may provide benefits to employees (including directors) and other parties as necessary in the form
of share-based payments, whereby employees render services in exchange for shares or rights over shares (“equity settled
transactions”).

The cost of these equity settled transactions with employees is measured by reference to the fair value at the date they are
granted. The value is determined using a Black-Scholes model. The cost of equity settled transactions is recognised, together
with a corresponding increase in equity, over the period in which the performance conditions are fulfilled, ending on the date on
which the relevant employees become fully entitled to the award (“vesting date”).

The cumulative expense recognised for equity settled transactions at each reporting date until vesting date reflects the extent
to which the vesting period has expired and the number of awards that, in the opinion of the directors, will ultimately vest.

No adjustment is made for the likelihood of market performance conditions being met as the effect of these conditions is
included in the determination of fair value at grant date. No expense is recognised for awards that do not ultimately vest,
except for awards where vesting is conditional upon a market condition.

Where an equity-settled award is cancelled, it is treated as if it had vested on the date of cancellation, and any expense not
yet recognised for the award is recognised immediately. However, if a new award is substituted for the cancelled award, and
designated as a replacement award on the date that it is granted, the cancelled and new award are treated as if they were a
modification of the original award, as described in the previous paragraph.

2.13 Foreign currency
Foreign currency transactions

Transactions in foreign currencies are translated at the foreign exchange rate ruling at the date of the transaction. Monetary
assets and liabilities denominated in foreign currencies at the balance sheet date are translated to Australian dollars at the
foreign exchange rate ruling at that date. Foreign exchange differences arising on translation are recognised in the income
statement. Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign currency are
translated using the exchange rate at the date of the transaction. Non-monetary assets and liabilities denominated in foreign
currencies that are stated at fair value are translated to Australian dollars at foreign exchange rates ruling at the dates the fair
value was determined.
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Financial statements of foreign operations

Each entity in the Consolidated entity determines its functional currency, being the currency of the primary economic environment
in which the entity operates, reflecting the underlying transactions, events and conditions that are relevant to the entity.

The assets and liabilities of foreign operations, including goodwill and fair value adjustments arising on consolidation, are
translated from the entity’s functional currency to the Consolidated entity’s presentation currency of Australian dollars at foreign
exchange rates ruling at reporting date. The revenues and expenses of foreign operations are translated to Australian dollars

at the exchange rates approximating the exchange rates ruling at the date of the transactions. Foreign exchange differences
arising on translation are recognised directly in a separate component of equity.

2.14 Restoration costs

Full provision for restoration costs is made based on the net present value of the estimated cost of restoring the environmental
disturbance that has occurred up to the balance date. Increases due to additional environmental disturbances are capitalised
and amortised over the remaining lives of the operations. These increases are accounted for on a net present value basis.

Annual increases in the provision relating to the change in the net present value of the provision and inflationary increases are
accounted for in earnings as an interest expense. The estimated costs of rehabilitation are reviewed annually and adjusted as
appropriate for changes in legislation, technology or other circumstances.

2.15 Provisions

A provision is recognised in the balance sheet when the Consolidated entity has a present legal or constructive obligation as a
result of a past event and it is probable that an outflow of economic benefits will be required to settle the obligation. Provisions
are determined by discounting the expected future cash flows at the pre-tax rate that reflects current market assessments of
the time value of money and where appropriate, the risk specific to the liability.

2.16 Earnings per share

Basic earnings per share is determined by dividing net operating results after income tax attributable to members of the parent
entity, excluding any costs of servicing equity other than ordinary shares, by the weighted average number of ordinary shares
outstanding during the financial year.

Diluted earnings per share adjusts the figures used in the determination of basic earnings per share to take into account the
after income tax effect of interest and other financing costs associated with dilutive potential ordinary shares and the weighted
average number of shares assumed to have been issued for no consideration in relation to potential ordinary shares.

2.17 New standards and interpretations not yet adopted

The following standards and amendments have been identified as those which may impact the entity in the period of initial
adoption. They are available for early adoption at 30 June 2008 but have not been applied by the Consolidated entity in these
financial statements:

e Revised AASB 3 Business Combinations changes the application of acquisition accounting for business combinations and
the accounting for non-controlling (minority) interests. Key changes include: the immediate expensing of all transaction costs;
measurement of contingent consideration at acquisition date with subsequent changes through the income statement;
and measurement of non-controlling (minority) interests at full fair value or the proportionate share of the fair value of
the underlying net assets. The revised standard becomes mandatory for the Consolidated entity’s 30 June 2010 financial
statements. The Consolidated entity has not yet determined the potential effect of the revised standard on the Consolidated
entity's financial report.

e AASB 8 Operating Segments replaces the presentation requirements of Segment reporting in AASB 114 Segment Reporting
and introduces the “management approach” to segment reporting. AASB 8, which becomes mandatory for the Group'’s
30 June 2010 financial statements, is not expected to have an impact on the Consolidated entity’s financial results as the
standard is only concerned with disclosures. The Consolidated entity has not yet determined the potential effect of the revised
standards on its disclosures.
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® Revised AASB 101 Presentation of Financial Statements introduces as financial statement (formerly “primary” statement) the
“statement of comprehensive income” The revised statement does not change the recognition, measurement or disclosure
of transactions that are required by other AASBs. The revised standard becomes mandatory for the Consolidated entity's 30
June 2010 financial statements. The Consolidated entity has not yet determined the potential effect of the revised standards
on its disclosures.

Revised AASB 127 Consolidated and Separate Financial Statements changes the accounting for investments in subsidiaries.
Key changes include: the measurement to fair value of any previous / retained investment when control is obtained / lost, with
any resulting gain or loss being recognised in profit or loss; and the treatment of increases in ownership interest after control
is obtained as transactions with equity holders in their capacity as equity holders. The revised standard becomes mandatory
for the Consolidated entity’s 30 June 2010 financial statements. The Consolidated entity has not yet determined the potential
effect of the revised standards on the Consolidated entity’'s financial report.

Revised AASB 123 Borrowing Costs removes the option to expense borrowing costs and requires that an entity capitalise
borrowing costs directly attributable to the acquisition, construction or production of a qualifying asset as part of the cost of
that asset. The revised AASB 123 which becomes mandatory for the Consolidated entity’s 30 June 2010 financial statements
is not expected to have any effect on the financial report.

AASB 2008-1 Amendments to Australian Accounting Standard - Share-based Payment: Vesting Conditions and Cancellations
change the measurement of share-based payments that contain non-vesting conditions. AASB 2008-1 becomes mandatory
for the Consolidated entity’s 30 June 2010 financial statements. The Consolidated entity has not yet determined the potential
effect of the amending standard on the Consolidated entity’s financial report.
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CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$ $ $ $
2. Revenue and Expenses
(a) Other income
Gain on sale of investments - 11,969 - 11,969
(b) Employee and consultancy services
Provision for employee entitlements 38,454 42,922 38,454 42,922
Superannuation contributions 56,049 38,376 56,049 38,376
Other employee benefits and consultancy expenses 906,609 646,501 906,609 646,501
1,001,112 727,799 1,001,112 727,799
(c) Financing income/(expenses)
Finance revenue - interest received 1,319,665 59,478 1,319,665 59,478
Other financing gains 10,669 1,921 - -
Amortisation of loan establishment fees (167,000) (90,000) (167,000) (90,000)
Interest paid (208,464) (31,873) (208,464) (31,873)
Other financing expenses - (31,484) = (31,484)
Net financing income/(expense) 954,870 (91,958) 944,201 (93,879)
(d)  Operating lease payments
Rental and outgoings relating to operating lease 109,712 100,130 109,712 100,130
3. Income Tax
(a) The major components of income tax expense are:
Income statement
Current income tax
Current income tax charge/(credit) (225,250) (338,850) 221,244) (339,427)
Deferred income tax
Unused tax losses not recognised as deferred tax asset 225,250 338,850 221,244 339,427

Income tax expense

A reconciliation between income tax expense and the numerical loss
before income tax at the applicable income tax rate is as follows:
Loss before income tax (627.705) (1,376,824) (2,324,614) (3,541,362)

At statutory income tax rate of 30% (2007: 30%) (188,312) (413,047) (697,384) (1,062,409)

[tems not allowable for income tax purposes:

Unearned income (133,421) = (133,421) =
Foreign currency translation adjustment - - 513,078 648,785
Non-deductible expenses 96,483 74,197 96,483 74,197

(225,250) (338,850) (221,244) (339,427)
Current year tax losses not brought to account 225,250 338,850 221,244 339,427

Income tax expense = - - -
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CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
3. Continued $ $ $ $
(b) Deferred income tax
Deferred income tax at balance date relates to the following:
Deferred tax liabilities
Non-assessable income 133,422 - 133,422 -
Capitalised expenditure 5,756,348 4,944,405 - -
5,889,770 4,944,405 133,422 -
Deferred tax assets
Accrued expenses 4,538 2,002 13,611 21,577
Provisions 100,354 18,775 46,689 (47723)
Tax value of losses recognised 5,784,878 4,923,629 - -
Non-recognition of deferred taxes - - 73,121 26,146
5,889,770 4,944,405 133,422 -
Net deferred income tax balances - - - -
(c)  Taxlosses
The directors estimate that the potential deferred tax
assets in respect of tax losses not brought to account is: 1,521,710 1,228,642 1,489,470 1,196,514

The potential benefit of tax losses has not been brought to account in this financial report as realisation of the benefit cannot be
regarded as probable. The potential future income tax benefit will be obtainable by the Consolidated entity only if:

(a)  the Consolidated entity derives future assessable income of a nature and of an amount sufficient to enable the benefit of the
deductions for the loss to be realised;

(b)  the Consolidated entity complies with the conditions for deductibility imposed by income tax law; and

(c) no changes in income tax legislation adversely affects the Consolidated entity in realising the benefit of the deduction for the loss.

Current Assets

4. Cash and Cash Equivalents

Cash at bank 325,225 68,395 231,081 29,605
Cash on deposit 30,289,811 927282 30,289,811 927282
Cash on hand 300 461 300 200

30,615,336 996,138 30,521,192 957,087

5. Trade and Other Receivables
Sundry debtors - other corporations 499,103 49,290 499,103 49,290
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CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$ $ $ $
Non-Current Assets
6. Receivables
Security deposit 24,306 24,306 24,306 24,306
Unsecured loans - wholly owned controlled entities - - 22,632,599 19,811,602
Allowance for impairment - - (2,107453) (2,106,915)
- - 20,525,146 17,704,687
24,306 24,306 20,549,452 17,728,993
Security deposits represent funds held on deposit as security against a bank guarantee.
Unsecured loans to Controlled entities are interest free and are repayable on demand. The parent entity is not expected to
request repayment within the next 12 months. The recoverability of the loan is dependent upon the successful development and
exploitation, or alternatively sale, of the respective areas of interest at an amount greater than or equal to the carrying value.
7. Investments
Shares in controlled entities - at cost - - 1,203,823 1,203,823
Less allowance for impairment - - (868,283) (868,283)
- - 335,540 335,540
8. Property, Plant and Equipment
Plant and equipment - at cost
Opening balance 1,868,740 578,631 123,761 129,185
Additions 13,739 1,300,685 13,739 5,152
Plant and equipment impairment - (10,576) - (10,576)
Closing balance 1,882,479 1,868,740 137,500 123,761
Accumulated depreciation
Opening balance 93,703 78,032 93,703 78,032
Depreciation for the year 15,694 25,418 15,694 25,418
Plant and equipment impairment - (9,747) - (9,747)
Closing balance 109,397 93,703 109,397 93,703
Net book value 1,773,082 1,775,037 28,103 30,058
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CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$ $ $ $
9. Exploration and Evaluation Expenditure

Opening balance 16,425,904 15,431,936 - -
Exploration and evaluation expenditure incurred in
current year 4,532,254 3,291,614 9,300 100,174
Exploration expenditure written-off (33,600) (100,905) (9,300) (100,174)
Foreign currency translation adjustment (1,736,732) (2,196,741) - -

19,187,826 16,425,904 - -

Exploration and evaluation activities have not yet reached a stage which permits a reasonable assessment of the existence of
or otherwise of economically recoverable reserves. The ultimate recoupment of deferred exploration and evaluation expenditure
carried forward is dependent upon the successful development and exploitation, or alternatively sale, of the respective areas of
interest at an amount greater than or equal to the carrying value.

Current Liabilities

10. Trade and Other Payables
Sundry creditors and accruals 924,068 427261 809,370 402,391

11. Employee Benefits

(a) Provision for employee entitlements

Balance at 1 July 2007 400,083 317294 178,422 137,060
Increase/(decrease) in provision during the period (64,429) 84,349 (21,649) 42,922
Net present value discount adjustment (1,142) (1,560) (1,142) (1,560)

334,512 400,083 155,631 178,422

(b) Provision for retirement benefits

Balance at 1 July 2007 - 141,810 - 141,810
Provision used during the period - (150,000) - (150,000)
Net present value discount adjustment - 8,190 - 8,190
Total provisions 334,512 400,083 155,631 178,422
Current 107,168 203,982 59,152 94,791
Non-current 227344 196,101 96,479 83,631

334,512 400,083 155,631 178,422
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CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$ $ $ $
12. Interest Bearing Liabilities

Current liability
Secured loan — other corporation 2,238,010 - 2,238,010 -
Less loan establishment fee (231,750) - (231,750) -

2,006,260 - 2,006,260 -
Non-current liability
Secured loan — other corporation - 2,031,873 - 2,031,873
Less loan establishment fee - (337,500) - (337,500)

- 1,694,373 - 1,694,373

13.

14.

(b)
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The loan due to other corporation is secured by a fixed and floating charge over the assets and undertakings of the parent entity.
The loan is repayable on the earlier of 31 December 2009 or the date that debt funding to be provided to the Consolidated entity
for the development of the Siana project is first executed.

Borrowings

Unsecured loans — other corporations 292,601 303,270 - -

Loans due to other corporations are unsecured and interest free and are repayable six months after the occurrence of specified
events, including shareholders funds of a controlled entity exceeding specified levels or commencement of gold production.

Contributed Equity

Share capital

659,288,043 (2007: 291,288,043) ordinary

fully paid shares 67,221,875 33,340,684 67,221,875 33,340,684

Consolidated 2008

Movements in ordinary share capital Shares $

Opening balance 1 July 2007 291,288,043 33,340,684
Share placement 18,000,000 1,188,000
Share placement 350,000,000 35,000,000
Less share issue expenses = (2,306,809)
Balance 30 June 2008 659,288,043 67221,875

Ordinary shares entitle the holder to participate in dividends and proceeds on the winding up of the parent entity in proportion
to the number of and amounts paid on the shares held. On a show of hands every holder of ordinary shares present at a
meeting in person or by proxy, is entitled to one vote, and upon a poll each share is entitled to one vote.
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CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007

14. Continued $ $ $ $

(c) Movements in share options Options $
Opening balance 1 July 2007 12,500,000 387500
Fair value adjustment 61,250
Issue of options for placement fees 6,000,000 465,600
Issue of options to employees 1,400,000 52,920
Balance 30 June 2008 19,900,000 967,270

Following the issue of options to a financial institution as part consideration for the provision of a finance facility to the parent
entity, an error was identified in the loan documentation which stated an incorrect expiry date of 30 June 2008 for the options.
During the year, shareholders of the parent entity approved an amendment to the expiry date of the options to the correct date
of 30 June 2009. Accordingly, the fair value of the options was adjusted with effect from the grant date.

15. Reserves

Foreign currency translation reserve (4,084,460) (2,347728) - -
Share based payment reserve 967270 387500 967270 387500
(3,117,190) (1,960,228) 967,270 387,500

Translation reserve

The translation reserve comprises all foreign exchange differences arising from the translation of the financial statements of
foreign operations where the functional currency is different to the presentation currency of the reporting entity, as well as from
the translation of liabilities that hedge the parent entity’s net investment in a foreign subsidiary.

Share based payment reserve

The share based payment reserve arises on the granting and vesting of equity instruments. Refer to Note 25 for further details.

16. Related Parties

The following were key management personnel of the Consolidated entity at any time during the reporting period and unless
otherwise indicated, were key management personnel for the entire reporting period:

Executive directors
Gregory Edwards — Managing Director
Allen Govey — Executive Director —Technical

Non-executive directors
Colin Jackson

Peter Rowe

Gary Scanlan

Other executives
Raj Surendran — Chief Financial Officer (appointed 11 February 2008)
William Darcey — Project Manager (appointed 21 January 2008)

There are no individuals (other than the directors and executives above) who are responsible for the strategic direction and
management of the Consolidated entity. There were no changes to key management personnel between the reporting date
and the date the financial report was authorised for issue.

Compensation of key management personnel
A summary of the compensation of key management personnel is as follows:
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CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
16. Continued $ $ $ $

Key management personnel
Short term benefits 938,605 7972261 673,554 515,030
Post-employment benefits 78,578 55,415 56,034 31,687
Share based payments 52,920 - 52,920 -
Other benefits 25,5630 28,000 20,424 28,000

1,095,633 880,676 802,932 574,717

Loans to key management personnel

There were no loans to key management personnel during the period.

Other transactions with directors

Other than as disclosed in the remuneration report, there were no specific transactions during the year between the

Consolidated entity and directors or their directorrelated entities.

Share holdings of key management personnel

The numbers of shares in the parent entity held during the financial year by key management personnel, including their

personally-related entities, are set out below.

2008 Balance at 1 July 2007 | Received during the Other changes Balance at
year on the exercise during the year 30 June 2008
of options
G C Edwards 7,500,000 - 500,000 8,000,000
A L Govey 6,786,50 - - 6,786,500
C G Jackson 225,000 - - 225,000
P W Rowe - - - -
G F Scanlan - - - -
Total 14,511,500 - 500,000 15,011,500
2007 Balance at 1 July 2006 | Received during the Other changes Balance at
year on the exercise during the year 30 June 2007
of options
G C Edwards 7,500,000 - - 7,500,000
A L Govey 6,786,500 - - 6,786,500
C G Jackson 225,000 - - 225,000
P'W Rowe - - - -
G F Scanlan - - - -
N J Smith 509,500 - - 509,500
Total 15,021,000 - - 15,021,000

Shareholdings for Mr Smith are up to the date of resignation as a director on 30 April 2007
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16. Continued

Option holdings of key management personnel

The numbers of options in the parent entity held during the financial year by key management personnel are set out below.

2008 Held at Granted as Exercised Other Held at Vested during Vested and
1 July 2007 | compensation changes |30 June 2008 the year exercisable at
30 June 2008
R Surendran - 700,000 - - 700,000 700,000 700,000
W Darcey - 700,000 - - 700,000 700,000 700,000
Total - 1,400,000 - - 1,400,000 1,400,000 1,400,000

No options over fully paid shares in the parent entry were held during the 30 June 2007 financial year by any director of the
parent entity, or their personally-related entities.

Transactions with related parties in the wholly owned group

During the financial year, unsecured loan advances were made between the parent entity and its controlled entities. All such
loans were interest free. Loan balances between the parent entity and its controlled entities are disclosed in the financial
report of the parent entity. Intra-entity loan balances have been eliminated in the financial report of the Consolidated entity. The
ownership interests in related parties in the wholly owned group are set out in Note 20.

Individual directors and executives compensation disclosures

Information regarding individual directors and executives’ compensation and some equity instruments disclosures as permitted

by Corporations Regulation 2M.3.03 is provided in the remuneration report section of the directors’ report.

CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$ $ $ $
17. Remuneration of Auditor
Amounts paid or due and payable to the auditor for:
Auditing and reviewing financial reports (KPMG Australia) 50,040 45,437 50,040 45,437
Other services — accounting advice (KPMG Australia) 14,200 - 14,200 -
Taxation advisory services — KPMG Australia 28,141 40,000 28,141 40,000
— overseas KPMG firms 33,055 - 33,055 -
125,436 85,347 125,436 85,347
18. Expenditure Commitments
Commitments in relation to non-cancellable operating
leases are payable as follows:
— not later than one year 62,332 75,506 62,332 75,506
— later than one year but not later than two years 5,702 56,630 5,702 56,630
— later than two years but not later than five years 10,454 - 10,454 -
78,488 132,136 78,488 132,136
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19. Segment Information

The operations of the Consolidated entity are located within Australia and the Philippines (the primary reportable segment) and
it is involved in mineral exploration and evaluation activities on mining tenements (the secondary reportable segment).

Geographical segments Australia Philippines Consolidated
$ $ $

30 June 2008

Total segment revenue - - -
Amortisation and depreciation expenses 15,693 - 15,693
Exploration expenditure written-off 33,600 - 33,600
Acquisition of assets 18,758 4,522,955 4,536,694
Segment loss (571,093) (56,612) (627,705)
Income tax expense - - -
Net loss (571,093) (56,612) (627,705)
Segment assets 31,072,704 21,026,949 52,099,653
Segment liabilities 2,401,527 1,155,914 3,6b7441
30 June 2007

Total segment revenue - - -
Amortisation and depreciation expenses 25,418 - 25,418
Exploration expenditure written-off 100,905 - 100,905
Acquisition of assets 5,152 1,295,533 1,300,685
Segment loss (1,346,083) (30,741) (1,376,824)
Income tax expense - - -
Net loss (1,346,083) (30,741) (1,376,824)
Segment assets 1,422,264 18,185,911 19,608,175
Segment liabilities 2,512,121 650,366 3,162,487
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20. Investments in Controlled Entities

Name of controlled entities Country of Class of shares Equity Holding
incorporation

2008 2007
% %
Asia Gold Limited United Kingdom Ordinary 50 50
Bremer Resources Pty Ltd Australia Ordinary 100 100
Estuary Resources Pty Ltd Australia Ordinary 100 100
Greenstone Resources (WA) Pty Ltd Australia Ordinary 100 100
Oakborough Pty Ltd Australia Ordinary 100 100
Opus Resources Pty Ltd Australia Ordinary 100 100
Red 5 Philippines Pty Ltd Australia Ordinary 100 100
Bremer Binaliw Corporation Philippines Ordinary 100 100
Greenstone Resources Corporation Philippines Ordinary 100 100
Bremer Binaliw Corporation is a wholly owned subsidiary company of Bremer Resources Pty Ltd.
CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$ $ $ $
21. Reconciliation of Net Cash Flows from Operating Activities
Operating loss after income tax (627,705) (1,376,824) (2,324,614) (3,541,362)
Amortisation and depreciation 182,693 115,418 182,693 115,418
Exploration expenditure written-off 33,600 100,905 9,300 100,174
Impairment of loans - - 539 731
Profit on sale of investments = (11,969) = (11,969)
Plant and equipment written-off - 829 - 829
Translation loss on loan to controlled entity - - 1,710,263 2,162,617
Changes in operating assets and liabilities
(Increase) / decrease in receivables (442,442) 14,159 (442,442) 14,159
(Increase) / decrease in other assets - (40,000) - (40,000)
Increase / (decrease) in payables 15,169 41,308 15,168 41,308
Increase / (decrease) in provisions (33,460) (27369) (22,791) (25,448)
Increase / (decrease) in other liabilities 206,137 31,873 206,137 31,873
Net cash outflow from operating activities (666,008) (1,151,670) (665,747) (1,151,670)
22. Non Cash Financing and Investing Activities
Issue of options for finance facility 61,250 387500 61,250 387500
Issue of options for share placement fee 465,600 - 465,600 -
526,850 387500 526,850 387500

23. Earnings per Share

Weighted average number of ordinary shares on issue used
in the calculation of basic earnings per share 492,307,221 281,222,290
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CONSOLIDATED

23. Continued 2008 2007
Issued ordinary shares at 1 July 291,288,043 269,288,043
Effect of share placement 14 December 2006 - 11,934,247
Effect of share placement 30 August 2007 14,991,781 -
Effect of share placement 18 December 2007 186,027,397 -
Weighted average number of ordinary shares at 30 June 492,307,221 281,222,290
The potential ordinary shares existing as at balance date are not dilutive, therefore diluted earnings per share is equal to basic
earnings per share.
There were no movements in ordinary shares or options subsequent to balance date.

24. Subsequent Events
Subsequent to 30 June 2008 the USD to AUD exchange rate has decreased from 0.9605 as at 30 June 2008 to 0.8349, at the
date of signing this financial report. The Consolidated entity’s primary asset being exploration and evaluation expenditure relating
to the Siana gold project, is held by a foreign operation whose functional currency is USD. Accordingly, the measurement of the
exploration and evaluation expenditure would be subject to this subsequent volatility of the exchange rate.

25. Share Based Payments

The Employee Option Plan (“the plan”) was approved by shareholders at the annual general meeting of Red 5 held on
27 November 2007. All staff, (including executive directors), are eligible to participate in the scheme.

Shares and options are issued on the following terms:

* The Board may from time to time determine that any eligible person is entitled to participate in the plan and the extent of that
participation. In making that determination, the Board may consider, where appropriate:
(a) the seniority of the eligible person and the position the eligible person occupies within the Consolidated entity;
(b) the length of service of the eligible person with the Consolidated entity;
(c
(d
(e

the record of employment or engagement of the eligible person with the Consolidated entity;
the contractual history of the eligible person with the Consolidated entity;
the potential contribution of the eligible person to the growth of the Consolidated entity;

(f) the extent (if any) of the existing participation of the eligible person (or any permitted nominee in relation to that eligible
person in the plan; and

(g) any other matters which the Board considers relevant.

* A 5% limit is imposed on the number of shares to be received on exercise of the options issued under the plan. This includes
all shares issued (or which might be issued pursuant to the exercise of an option under each outstanding offer), the number of
shares in the same class that would be issued if offers under the plan were accepted or if options over them were exercised
and the number of shares in the same class issued under the previous five years pursuant to the plan. Options are granted
under the plan for no consideration. Options granted under the plan carry no dividend or voting rights.

* \When exercisable, each option is convertible into one ordinary share. The exercise price of options is determined by the Board
when it resolves to offer the option and will be not less than 80% of the average closing sale price of the shares on ASX
Limited over the five trading days immediately preceding the date of issue of any offer document in relation to the offer, or the
date of resolving to issue the options or the date of issue of options by the Board, as the case may be.

Amounts receivable on the exercise of options are recognised as share capital. Set out below are summaries of options granted
under the scheme.
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25. Continued

Grant date Expiry date  Exercise Balance Granted Exercised Expired/ Balance Vested and
price at start of during the during the forfeited at the exercisable
the year year year during the end of the at end of the
year year year
$ Number Number Number Number Number Number

Consolidated and parent entity - 2008

12.12.07 31.12.12 0.15 - 6,000,000 - - 6,000,000 6,000,000
16.06.08 30.06.11 0.15 - 350,000 - - 350,000 350,000
16.06.08 30.06.13 0.25 - 350,000 - - 350,000 350,000
16.06.08 30.06.11 0.15 - 350,000 - - 350,000 350,000
16.06.08 30.06.13 0.25 - 350,000 - - 350,000 350,000

- 7400,000 - - 7400,000 7400,000
Weighted average exercise price - $0.16 - - $0.16 $0.16

The assessed weighted average fair value at grant date of options granted during the year ended 30 June 2008 was $0.070.
The fair value at grant date is independently determined using a Black-Scholes option pricing model that takes into account the
exercise price, the term of the option, the share price at grant date and expected price volatility of the underlying share, the
expected dividend yield and the risk-free interest rate for the term of the option.

During the period, the parent entity granted 1,400,000 unlisted options as share based payment to executives. These options
were issued on 16 June 2008, with 700,000 options expiring on 30 June 2011 and 700,000 options expiring on 30 June 2013.
The exercise price of the options is 15 cents and 25 cents respectively and must be settled in cash. The fair value at grant date is
determined using a Black-Scholes option pricing model with the following terms:

CONSOLIDATED
2008 2007
$ $

Weighted average exercise price: $0.20

Average life of the option: 4.04 years

Underlying share price: $0.079

Expected share price volatility (based on historic volatility): 85%
Dividend yield: nil

Risk-free interest rate: 7%

Total expenses arising from share-based payment transactions recognised as part of 52,920 -
employee benefit expense

During the period, the parent entity granted 6,000,000 unlisted options as part consideration for share placement fees.
The options are exercisable at 15 cents each on or before 31 December 2012, are not transferable by the holder and must be
settled in cash. The fair value at grant date is determined using a Black-Scholes option pricing model with the following terms:
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CONSOLIDATED
2008 2007
Continued $ $

Option life: 5 years

Fair value at grant date: $0.0776
Underlying share price: $0.14
Exercise price $0.15

Dividend yield: nil

Total expenses from options issued as part consideration for share placement fees 526,850 -

Financial Risk Management
Overview

This note presents information about the company and the Consolidated entity’s exposure to credit, liquidity and market risks,
their objectives, policies and processes for measuring and managing risk, and the management of capital.

The company and the Consolidated Entity do not use any form of derivatives as it is not at a level of exposure that requires the
use of derivatives to hedge its exposure. Exposure limits are reviewed by management on a continuous basis. The Consolidated
entity does not enter into or trade financial instruments, including derivative financial instruments, for speculative purposes.

The Board of Directors has overall responsibility for the establishment and oversight of the risk management framework.
Management monitors and manages the financial risks relating to the operations of the Consolidated entity through regular
reviews of the risks.

Credit risk

Credit risk is the risk of financial loss to the Consolidated entity if a customer or counterparty to a financial instrument fails to
meet its contractual obligations, and arises principally from the Consolidated entity receivables from customers and investment
securities. For the company it arises from receivables due from subsidiaries.

Presently, the Consolidated entity undertakes exploration and evaluation activities exclusively in the Philippines. At the balance
sheet date there were no significant concentrations of credit risk.

Cash and cash equivalents

The Consolidated entity limits its exposure to credit risk by only investing in liquid securities and only with counterparties that
have an acceptable credit rating. Excess cash and cash equivalents are maintained in short terms deposit with more than one
major Australian commercial bank at interest rates maturing over 30 to 120 day rolling periods.

Trade and other receivables

As the Consolidated entity operates primarily in exploration activities, it does not have trade receivables and therefore is not
exposed to credit risk in relation to trade receivables.

The company and Consolidated entity have established an allowance for impairment that represents their estimate of incurred
losses in respect of other receivables (mainly relate to unsecured loans to controlled entities)