


Hawsons Iron Project
ELs 6979, 7208 and 7504
(JV Carpentaria 60%)

The Hawsons Iron Project, discovered by Carpentaria in 2009, is located 60km south-
west of Broken Hill and covers the entire known outcrop in NSW of the magnetite
bearing Braemar Iron Formation, which is emerging as the host to a magnetite iron ore
province (Figure 2).
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Figure 2. Lacation of Hawsons Iron Project and South Dam JV

The large magnetite iron project is a JV with Bonython Metals Group (BMG) and has

key development advantages over other potential prospects in the Braemar Belt. The key
benefits include its proximity to established transport and power infrastructure, very low
processing costs due to the extremely soft mineralised rock and a large resource with very
wide mining widths of up to 600m, with corresponding very low strip ratio.

Carpentaria is the manager of the project and this year successfully completed over
19,000m of drilling in reconnaissance and resource definition stages. A favourable
PFS was also completed in May 2011.

The reconnaissance stage, completed early this year, began late in FY2010 and
consisted of drill testing all magnetic anomalies to determine depth, grade and quality of
mineralisation. The results showed remarkably consistent grade and concentrate quality
throughout, with a depth of weathering varied between 40m to 130m.

Based on these results, the “Core” and “Fold” anomalies were identified as the having the
best potential for start-up development and were the first target for resource definition
because of the thick mineralised units and comparatively shallow cover depth (Figure 3).

Figure 3. Processed Magnetic image showing magnetite bearing anomalies in the Project area,
drill holes and inferred mineral resource area (yellow).

Resource definition drilling resulted in a maiden Inferred Resource estimate of 1.4 hillion
tonnes at a Davis Tube Recovery (DTR) of 15.5% (12% DITR cut-off) for

the ‘Core’” magnetic anomaly within the Hawsons Magnetite Iron Project. This resource
estimate was prepared by independent geologists, Hellman and Schofield Pty Ltd (Table 1).

Table 1. Hawsons Iron Project Resource Estimate

Inferred 14 15.5 69.9 0.22 | 0.002 25 -3.0

This Inferred Resource contains 220 million tonnes of saleahble iron
concentrate at a premium grade of 69.9% Fe with minimal impurities.
This is the largest magnetite iron mineral resource in NSW and one of the largest resources
of this type in Australia. The Inferred Resource covers only a portion of the magnetite iron-
ore potential in the project area (Figure 4).

A total project exploration target' of 6 to 11 billion tonnes at 14-17% DTR, containing

0.8 to 1.9 hillion tonnes of concentrate, has been estimated. This target' is supported by
reconnaissance drilling and indicates that the project could have a mine life of in excess of
50 years, producing high grade, low impurity iron concentrates for the export market.

1 The term “Target” should not be misunderstood or misconstrued as an estimate of Mineral Resources and Reserves as
defined by the JORC Code (2004), and therefore the terms have not been used in this context. It is uncertain if further
exploration or feasibility study will result in the determination of a Mineral Resource or Mining Reserve.

Figure 4. Perspective view of the Hawsons Iron Project showing magnetic anomalies (caused by magnetite mineralisation) and the PFS proposed pit.
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In May 2011 Carpentaria announced positive results from the PFS. The study, based

on conservative assumptions, indicated that a project starting operations with bmtpa of
high-grade concentrate output in year one, ramping up to 20mtpa by year four, is extremely
robust with a large, positive NPV and favourable internal rate of return (IRR).

The study confirmed that wide mining widths, low processing costs, a high quality saleable
concentrate and proximity to infrastructure all contributed to the favourable result.

The highlight financial results based on conservative cost assumptions were:

« after tax NPV, of AS2.8bn and IRR of 21%.

kL0

« Total cash operating costs to mine gate of AS35.75 per tonne.
« Capital expenditure of AS2.8bn.
- Average annual gross profit of AS700m for over 23 years.

« Payback estimated at 6.7 years.

An independent due diligence review of the PFS concluded that it was conducted based
on data and cost estimates reasonable and appropriate for a PFS, and that its mining and
process methods were conventional and consistent with modern practice.

Under the terms of the JV agreement with BMG and importantly for Carpentaria
shareholders, the capital expenditure will be funded by the JV partners and Carpentaria will
retain a free carried 20% of the project.

Carpentaria continues to carry out detailed technical investigations post-PFS into transport
options, mining schedule optimisation, processing optimisation and geological resource
modelling in order to further maximise the advantages of Hawsons’ uniquely soft magnetite
ore. This work will enhance the PFS base case and/or identify other options to significantly
increase the value of the project and inputs to the DFS.

So far it has demonstrated that existing infrastructure can be used for the start-up Smpta
operation, with the concentrate being transported by rail west to South Australian ports or
east to Port Kembla, thus overcoming one significant infrastructure challenge.

The progress achieved at Hawsons this year was supported by BMG, which provided

$8 million to fund work up to the successful completion of the PFS and $5 million in cash
to Carpentaria. Under the JV agreement, BMG is now required to pay Carpentaria an
additional $25 million by 15 May 2012 in order to increase its stake in the project from
40% to 51%.

BMG then has the option of funding a detailed feasibility study which, if positive and
completed within two years, would allow BMG to increase its stake to 80% by paying a
further $23 million to Carpentaria. BMG may also elect to pay Carpentaria $48 million cash
at any time to earn an 80% stake in the project.

During the year Perilya Limited chose not to contribute to exploration on EL6979 within the
Hawsons project area and has reduced its interest in the licence to a 1.5% Net Smelter
Return (NSR) royalty.

Braemar Iron Alliance

Carpentaria is a founding member of the Braemar Iron Alliance (BIA) formed in May 2011
by explorers of the Braemar Iron Formation. The alliance has a common interest in strategic
port and transport infrastructure development.

The BIA will provide a focus for representation to government and private infrastructure
providers. It will provide a coordinated approach to planning and public advocacy for the
development of Braemar projects in a major iron ore province of national importance.

Koonenberry
ELs 7735, 1136, 71317, 717138, 77139 and 7740
Nickel/Copper/PGE (Carpentaria 100%)

The Koonenberry Nickel/Copper/PGE Project consists of six exploration licences covering
1,800km?, located 160km north of Broken Hill. The exploration licences (ELs) cover a
180km belt of geology prospective for nickel-copper mineralised ultramafic rocks and were
granted late FY2011 at no cost to shareholders.

The Koonenberry Belt was subject to a decade-long study by the NSW Geological Survey,
while previous explorers, including Inco-Vale Ltd, spent more than $5 million within CAP's
existing project area over a similar period.

This intensive work highlighted the potential for ultramafic intrusion hosted nickel-copper
sulfide and platinoid deposits in the belt. Carpentaria has used this large amount of drilling,
geophysical and geochemical data to rapidly identify drill ready nickel-copper targets.

Approximately 1,500m of reverse circulation drilling at three priority prospects will
commence in FY2012 as soon as access and environmental approvals are secured.

Figure &: Koonenberry location plan over TMI airborne magnetics

Drilling is scheduled for Mt Arrowsmith East, where a past nickel and copper sulfide
bearing drill intersection of 22m at 0.23% Ni and 0.18% Cu was recorded in a
deformed ultramafic intrusion (Figure 5), which is part of a 7km geological belt containing
similar intrusions.




Other drill targets include Wyuna Tank and Bald Hill, where historical drilling returned
10m at 0.35% Ni and 12m at 0.34% Ni, respectively.

The Koonenberry project will be a major focus for exploration this year.

Broken Hill Tin - Tungsten/Base Metal
Project (Carpentaria 100%)
EL’s 7475, 6936 and ELA 4105

This project covers 265km? and is located between 25km and 80km north of Broken Hill,
near the Silver City Highway.

This year the Broken Hill Tin-Tungsten Project was defined by combining Carpentaria’s
existing Euriowie and Apollyon ELs (Figure 6).

In the December Quarter, Carpentaria reached agreement to acquire a new EL at Yanco
Glen, adding an inferred tungsten resource of 0.83mt at 0.21% W03 and the historic
Waukeroo Tin Field to the project, giving Carpentaria control of most of the historic tin fields
in the Broken Hill District.

Carpentaria’s strategic concept is to establish a cluster of tin and tungsten deposits with
coarse grained mineralisation close to Broken Hill that can be easily mined by low cost
methods and processed at a central operation.

Figure 6. Broken Hill Tin-Tungsten Project summary plan showing prospective areas

Exploration this year at the Mt Euriowie Prospect in the Euriowie licence (EL 6936)
included drilling designed to test the continuity of known tin bearing pegmatite dyke at
depth, following up earlier encouraging surface tin grades. Thirteen holes were drilled, and
seven intersected the dyke. However, tin grades were inconsistent, possibly due to the
mineralisation’s coarse nature.

Elsewhere within the Euriowie licence, a detailed geological mapping and rock sampling
program over a number of other potentially tin-bearing pegmatites within the Euriowie Tin
Field was completed. In total, 712 rock channel samples were taken from 15 pegmatite
bodies (Figure 6).

Highlight results included 3.0m @ 0.21% tin and 1.0m @ 0.77% tin from the Trident
Pegmatite. Twelve anomalous tin results (>0.1%) as probable nuggetty cassiterite (Sn02),
were returned from six of the 15 pegmatite localities (Figure 7).
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Figure 7. EL 6936 geology and tin prospects

At the Apollyon licence, EL 7475, situated about 20km north-west of Broken Hill,
preliminary rock sampling at two locations returned highly anomalous tin, silver and
polymetallic results (Figure 8).
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Figure 8. Apollyon tenement
showing reconnaissance rock

chip samples and results

Eight samples taken from a pegmatite exposure returned four highly anomalous results,
ranging from 0.27% to 3.2% tin (Sn). The location of the pegmatite exposure on

the margin of an intrusion has not previously been explored for tin. These results are
encouraging and further surface mapping and rock sampling will be undertaken next year.

Five samples taken from a small exposure of gossanous rock within old workings returned
highly elevated silver (Ag), lead (Pb), zinc (Zn) and copper (Cu) concentrations with a best
result of 100g/t Ag, 6.0% Pb and 0.5% Zn.

In the December Quarter 2010, Carpentaria acquired the rights to 100% of the Yanco Glen
Project (ELA 4105) from Wolf Minerals Limited (WLF).

Under the agreement, Carpentaria will issue 250,000 shares to WLF upon successful grant
of the licence. The Yanco Glen ELA is situated approximately 25km north of Broken Hill
(Figure 9) and is subject to grant by the NSW Government. The tenement contains around
125 recorded mineral occurrences including the Waukeroo Tin Field and the Inferred
tungsten Resource.
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Figure 9. Yanco Glen ELA 4105 depicting drill holes in red and rock chip samples in black over
magnetic image




A review of previous exploration has
revealed that considerable potential

exists adjacent to the Inferred tungsten
Resource of 0.83Mt @ 0.21% WO,
(tungsten tri-oxide) established in 2006
by Graynic Metals Limited.

Mother Shipton
(30,000 oz production)

BUP58: 4 m from 14 m @ 1.06 g/t Au
BUP68: 2 m from 68 m @ 6.8 g/t Au
BUP72: 4 mirom2 m @ 3.95 g/t Au
CAP Rock Chips — 6.13 g/t Au

On access — 2 by 350 m
diamond holes

The 2006 resource comprises
stratabound scheelite (CaWo,)
mineralisation lenses in a zone
approximately 900m x 120m vertically
down dip from surface, hosted by a
garnet-gneiss unit that extends for at

least 18km of strike with the Yanco
Application (shown as yellow in Figure 9).

This unit is generally well exposed
and has returned a number of highly
encouraging tungsten results, including

surface rock samples up to 1.0% Hibernia

WO,, and a base metal anomalous drill

intersection (6m from 22metres GAP Rock Chips incl. 21.30 g/t
below surface @ 0.42% Zinc Au and 4.47 g/t Au

(Zn), 0.29% Copper (Cu) and

0.155% Tunsten tri-oxide (WO,).
These results have not been followed

up and have the potential to link with or
otherwise augment the known inferred
resource. Drilling is planned for early
FY2012 to test for extensions of the
known tungsten resource.

Figure 10: Temora Project location of gold prospects,
major historic mines and deposits

Temora Project
ELs 6901, 7256, 7375 and 7680
Gold/Copper (Carpentaria 100%)

At the Temora Gold Project (formerly Combaning) the lllabo licence was granted adjoining
the existing licences, bringing the project to 940 km? and extending its footprint over the
regionally significant mineralised structure, the Gilmore Suture.

The project is prospective for porphyry or related gold-copper mineralisation and is located
within the Lachlan Fold Belt, approximately 80km north of Wagga Wagga (Figure 10).

Mother Shipton has been identified as the priority gold target on the project, with
encouraging prior drilling and rock chip results. The Mather Shipton mines produced over
30,0000z of gold from hard rock and alluvial workings in the 1890s.

Poor weather and an extended approval process have delayed progress this year. Work
has included detailed geological mapping and rock sampling over the historical Temora
Gold Field and prospects located along strike and the western margin of the project area,
including the Mother Shipton and Hibernia Prospects.

In FY2012, upon receipt of approvals, detailed work will commence by drilling two nominal
350m length holes beneath historical gold workings and anomalous weathered bedrock
geochemistry to establish the underground potential at this site.

In addition, exploration will continue for gold and copper mineralisation within prospective
Ordovician volcanic rocks. Nickel, gold and platinoid exploration will also commence at the
Dirnaseer ultramafic complex.
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McDougalls
ELs 7655, 7656, 7657, 7741 & ELA 4148
Iron (Carpentaria 100%)

The McDougalls Iron Project is located 100km north of Broken Hill. The project consists of
four granted exploration licences (EL) and one application (ELA).

The combined McDougalls exploration title block (1,476km?) was selected following
exploration success at Hawsons. The project area covers Neo-Proterozoic sediments with
potential for direct shipping ore (hematite) in a similar geological horizon to Hawsons.

Detailed surface reconnaissance at McDougalls has included mapping and sampling of a
large number of anomalies identified from Landsat imagery and other remote sensing data,
predominantly in the exposed rocks of the eastern part of the project area (Figure 11).
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Figure 11. McDougalls Iron Project summary plan over LANDSAT 741 image

While a number of small secondary ironstone occurrences were identified with up to
57% Fe, the large scale satellite image anomalies investigated as potential Hawsons
look-alikes generally did not contain well developed iron-rich horizons.

The similarities in the satellite response to Hawsons are explained by a thin iron and
manganese coating on the surface exposures of these rocks (desert varnish) and the
eastern part of the project has been downgraded.

In the western area of the project there is limited exposed rock and further reconnaissance
is required to identify Hawsons equivalents. Historical drilling in this area recorded over
80m of iron stone and magnetite in geological logs.

In FY2012 a review of iron results to date will be made including an economic assessment
of potential for near surface magnetite in the southern portion of the ELs.

Panama Hat JV
EL 6556
Gold (Carpentaria earning in)

Exploration consisted of six reverse circulation (RC) drill holes to test potential for high
grade gold veins beneath historical workings in the Huonville Gold field, south-east of
Broken Hill. After a full evaluation of the drilling results, which did not reveal any significant
gold intersections, Carpentaria decided to withdraw from the joint venture.

Glen Isla
EL 6246
Gold (Carpentaria 100%)

This epithermal gold project is located in the Lachlan Fold Belt, approximately 40km
south-west of the regional centre of Dubbo, and covers 136km? of mineralised Devonian
volcanic rocks.

A three-hole RC drilling program was conducted to test a three dimensional induced
polarisation (IP) electrical geophysical anomaly. The drilling intersected broad zones of
disseminated iron sulfides with no economic concentrations of gold or silver.

Ramelius Resources funded the program and has subsequently withdrawn, reverting the
project to 100% Carpentaria ownership. Carpentaria is reviewing its options for the future
of the project.

Mt Agate

EPM 14955

Copper/ Gold

(ActivEX Ltd. earning in to 75%)

The Mt Agate EPM located 70km south of Cloncurry, north-west Queensland was farmed
out to ActivEX Ltd in FY2010. ActiveX has met its minimum expenditure of $100,000 and
may earn 75% by spending a total of $750,000 within 5 years.
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Figure 12: Location of ActivEX prospects on EPM 14955 over the TMI image

ActivEX concentrated activities at two prospects this year, Saddle Ridge and Stirling,
as shown in Figure 12.

At Saddle Ridge a total of 550m of RC drilling was carried out to test a copper in soil
anomaly. The drilling returned best results of 35m @ 0.85% copper, 0.04g/t gold
and 207g/t cobalt, including 6m @ 3.20% copper and 0.21g/t gold and
20649/t cobalt.

At the Sterling prospect, mapping and sampling identified 4.5km of copper mineralised
haematitic-granitic breccias and alteration near historical copper workings.

ActiveX plans a follow up Sub-Audio Magnetic (SAM) geophysical survey at the
Sterling Prospect.

South Dam

EL 4395

Iron

(Carpentaria 100% -

BMG earning an initial 49%)

This project is located within the Braemar Iron Formation, within a 6km long airborne
magnetic anomaly interpreted to represent similar magnetite bearing rocks to those present
at the Hawsons Iron Project (Figure 13). The project is being farmed out under the terms of
a joint venture with BMG which is managing exploration.

Razorback Ridge

South Dam Project

Figure 13: Location of the South Dam EL over the airborne magnetic image

A detailed airborne and radiometric survey and surface sampling follow up confirmed a
6km strike length magnetic anomaly. It is considered likely to be a magnetite source similar
to Razorback Ridge to the north and also the Hawsons magnetite unit.

Itis anticipated that future work by BMG will include resource definition drilling.
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Hughenden Coal Project
(CAP 20%, Guildford Coal 80%)

The Hughenden Coal Project is located in the northern Galilee Basin, Queensland,
centred on the town of Hughenden and is managed by Guildford Coal Ltd.

Carpentaria held an interest through its 20% shareholding in FTB (QLD) Pty Ltd, the
entity that owns the exploration permits. Following an initial expenditure of $2 million by
Guildford, Carpentaria contributed pro-rata project expenditure to maintain equity. The
outline of the FTB controlled permits is shown in Figure 14.

It is important to note that Guildford Coal's Hughenden Project includes a substantial land
holding not controlled by FTB, where Carpentaria does not hold an interest.

Exploration drilling during the year aimed to identify export thermal coal within Permian age
Betts Creek Beds with both underground and open cut mining potential, utilising nearby rail
and port infrastructure.

Drilling this year was severely disrupted by adverse weather including Cyclone Yasi,
and localised areas of difficult drilling conditions; however progress was made testing
underground targets.

In May 2011 a best intersection in drill hole HOO5C of 11.9m of net black coal from
360.4m to 406m hosted by Permian Betts Creek Beds was returned (Figure 14). The coal
seams were interpreted to be 5.6m, 1.6m, 1.5m, 2.2m and 1.0m thick.

Memoranda of understanding have been signed with key infrastructure providers on the rail
line and the Port of Townsville to secure passage to market.
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Figure 14. Hughenden Coal Project



Hawsons Iron Project

Post pre-feasibility study work has continued, thereby reducing the work required for the
detailed feasibility study (DFS). The launch of the DFS is contingent upon Carpentaria
receiving the next round of funding under the JV agreement with partner BMG.

Broken Hill Tin-Tungsten Project

A concept study has commenced to investigate the economic parameters and geological
resources required for a profitable mining operation across the three ELs.

South Dam

BMG has had an exploration work program comprising approximately 40 RC holes
(~8,000m) approved by the Department of Primary Industries and Resources of South
Australia (PIRSA) for the EL, but the program’s commencement is yet to be finalised.

Hughenden Coal Project

0On 30 August 2011, Guildford Coal announced an exploration target' for Hughenden of
0.58 billion tonnes (Bt) to 5.72Bt.

On 14 September 2011, Carpentaria announced the sale of its interest in FTB to Guildford
Coal. Consideration was $1.5 million cash, $2.5m equivalent of fully paid Guildford shares
and retention of a $0.50 per tonne royalty on coal production from the tenements, capped
at 10mtpa for 20 years with a potential value of up to $100 million.

It is anticipated that Carpentaria will receive full payments as per the JV agreement and
that the DFS on the Hawsons Iron Project will start in the first half of 2012.

During FY2012 Carpentaria is actively looking for new advanced projects that could become
profitable mining projects in the near future.

Competent Person Statement: The information in this report that relates to Exploration Results is based on information
compiled by Mr Nick Sheard, who is a Fellow of the Australian Institute of Geoscientists and is a Registered Professional
Geoscientist -Mineral Exploration and Geaphysics. Mr Sheard is a full time employee of Carpentaria Exploration

Limited and Mr Sheard has sufficient expertise which is relevant to the style of mineralisation and type of deposit

under consideration and to the activity which he is undertaking to qualify as a Competent Person as defined in the
2004 Edition of the Australasian Code for Reporting of Exploration Results, Mineral Resources and Ore Reserves'.

Mr Sheard consents to the inclusion in the report of the matters based on his information in the form and context in
which it appears.

1 The term “Target” should not be misunderstood or misconstrued as an estimate of Mineral Resources and Reserves as
defined by the JORC Code (2004), and therefore the terms have not been used in this context. It is uncertain if further
exploration or feasibility study will result in the determination of a Mineral Resource or Mining Reserve.
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DIRECTORS’ REPORT

For the year ended 30 June 2011

Details of options issued, exercised and expired during the financial year are set out below:

Movements

Expiry Date Exercise Price 1 July 2010 Issued Exercised Expired 30 June 2011
30 June 2010 $0.300 500,000 - (500,000)
30 June 2010 $0.300 20,680,000 : (20,680,000)
30 June 2011 $0.150 200,000 : - (200,000)
31 July 2012 $0.114 850,000 : (150,000) - 700,000
26 November 2012 $0.150 2,000,000 - = : 2,000,000
16 February 2013 $0.250 600,000 : - - 600,000
27 May 2012 $0.413 - 1,850,000 : - 1,850,000
2 March 2013 $0.850 = 1,300,000 = - 1,300,000

24,830,000 3,150,000 (21,330,000) (200,000 6,450,000

21,330,000 shares of Carpentaria Exploration Limited were issued during the year on exercise of options granted. No amounts remain unpaid on these shares.

This report outlines the remuneration arrangements in place for the Directors and key management personnel of Carpentaria Exploration Limited (the Company).

Remuneration Policy
The performance of the Company depends upon the quality of its Directors and executives. To prosper, the Company must attract, motivate and retain highly skilled Directors and executives.

The Remuneration Committee of the Board of Directors is responsible for determining and reviewing compensation arrangements for the Directors and the executive team. The
Remuneration Committee assesses the appropriateness of the nature and amount of emoluments of such officers on a periodic basis by reference to relevant employment market
conditions with the overall objective of ensuring maximum stakeholder benefit from the retention of a high quality board and executive team. Such officers are given the opportunity to
receive their base emolument in a variety of forms including cash, equity and fringe benefits. It is intended that the manner of payments chosen will be optimal for the recipient without
creating undue cost for the Company. Further details on the remuneration of Directors and executives are set out in this Remuneration Report.

The Company aims to reward the executive Directors and key management personnel with a level and mix of remuneration commensurate with their position and responsibilities within
the Company. The Board’s policy is to align Director and executive objectives with shareholder and business objectives by providing a fixed remuneration component and offering
long-term incentives.

In accordance with best practice corporate governance, the structure of Non-Executive Director and Executive Director and key management personnel remuneration is separate and
distinct except that Non-Executive Directors, as well as executives, participate in incentives involving the issue to them of securities in the Company.

Non-Executive Director Remuneration

The Board seeks to set aggregate remuneration at a level which provides the Company with the ability to attract and retain Directors of the highest calibre, whilst incurring a cost which is
acceptable to shareholders.

The Company’s specific policy for determining the nature and amount of emoluments of board members of the Company is as follows:

In accordance with the Constitution, the existing Shareholders of the Company have determined in general meeting the maximum Non-Executive Director remuneration to be
$220,000 per annum.

The Directors have resolved that each Non-Executive Director is entitled to receive fees of $40,000 per annum (plus superannuation) and the Chairman of Directors is entitled to receive
$60,000 per annum (plus superannuation). Payments of fees will be in addition to any payments to Directors in any employment capacity. A Director will not be entitled to receive
Directors’ fees if he or she is employed by the Company in a full-time executive capacity.

A Director may also be paid fees or other amounts as the Directors determine if a Director performs special duties or otherwise performs services outside the scope of the ordinary duties
of a Director. A Director may also be reimbursed for out of pocket expenses incurred as a result of their directorship or any special duties.

During this current financial period a performance Cash Bonus of $20,000 for each of the Non-Executive Directors, excluding newly appointed Director Bin Cai, was paid as recommended
by the remuneration committee following achievement of the Company’s Key Performance Indicator (KPI):

»  Announcement within 4 years from November 2007 of a discovery and resource outline.

The remuneration of Non-Executive Directors for the year ending 30 June 2011 is detailed in Table 1 of this Remuneration Report.
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VOTING RIGHTS
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CORPORATE GOVERNANCE STATEMENT

The Board of Directors is responsible for the corporate governance of the Company. The Board guides and monitors the business and affairs of Carpentaria Exploration Limited (CAP) on
behalf of the shareholders by whom they are elected and to whom they are accountable.

In fulfilling its obligations and responsibilities to its various stakeholders, the Board of Directors (“Board”) of CAP is a strong advocate of corporate governance. This statement outlines the
principal corporate governance procedures of CAP. The Board supports a system of corporate governance to ensure that the management of CAP is conducted to maximise shareholder
wealth in a proper and ethical manner. This statement has been placed on the Company’s website www.capex.net.au. The references in this statement to “the Recommendations” are
references to the “Corporate Governance Principles and Recommendations”, Second Edition, published by ASX, and a reference to an “ASX Principle” is a reference to a principle contained
in the Recommendations.

The Company’s Corporate Governance Statement is structured with reference to the Recommendations, which are as follows:
Principle 1. Lay solid foundations for management and oversight

Principle 2. Structure the board to add value

Principle 3. Promote ethical and responsible decision making

Principle 4. Safeguard integrity in financial reporting

Principle 5. Make timely and balanced disclosure

Principle 6. Respect the rights of shareholders

Principle 7. Recognise and manage risk

Principle 8. Remunerate fairly and responsibly

Given the size of the Company and the number of Board members the Company is not in a pasition to be fully compliant with the Recommendations. The Company’s current policies do not
meet the set out recommended practices in the following areas:

ASX Principle 2.3 requires that the roles of a chairman and chief executive officer (or the like) should not be exercised by the same person. Mr Nick Sheard is the Chairman and chief
executive officer of the Company.

While the Board recognises the importance of the need for the division of responsibilities between the chairman and the Managing Director, it considers the existing structure provides
unified leadership important to a small company with early stage exploration projects. Mr Sheard’s dual role makes him responsible (along with the whole Board) for determining strategic
direction of the Company, as well as having primary responsibility for day to day management. At present this dual role assists the Company to run in a cost effective and efficient manner.
The Board intends to reconsider the duality of Mr Sheard's role and the merits of appointing a new Managing Director as the Company evolves and increases its operations.

ASX Principle 2.4 requires listed entities to establish a nomination committee. The Company does not have a separately established nomination committee. Given the current size
of the Board, the Board considers that this function is efficiently achieved with full Board support, in accordance with the guidelines set out in the Board’s charter (available on the
Company’s website).

ASX Principle 2.6 Information: The Board will undertake an annual review of the performance of the Board and the individual Directors and examine the appropriate mix of skills to ensure
maximum effectiveness and contribution to the results of the company business.

The evaluation for this financial period was conducted at the Board meeting held 12 April 2011. The process of the review included:
= discussions as to the expertise and experience of the current Board members
 having regard to the present and future needs of the Company whether the number of Directors is adequate

It was concluded unanimously that the present Board would be maintained to cover the Company’s current activities as it met all the principles required as set out in the Board Charter
under “Roles of the Board and Management” (Board Charter available on Company’s website.)

The Audit and Remuneration committees performance was also discussed and were reconstituted as set out in the Directors’ Report.

ASX Principles 3.1 and 3.2 require the Company to make available a summary of the Company's Code of Conduct and its Share Trading Policy and suggest that these should be posted on
the Company’s website. These policies have been posted on the Company’s website. In relation to the Share Trading Policy there are internal review processes requiring advice to be made
when there is trading in the Company’s securities by Directors and senior executives. This is coupled with an “alert” offered by the registry in the event of any trading.
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Operations and principal activities

Currency

Authorisation of financial report

Compliance with IFRS
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 30 June 2011

Accounting policies

(a) Principles of Consolidation

The consolidated financial statements incorporate the assets, liabilities and results of entities controlled by Carpentaria Exploration Limited at the end of the reporting period. A controlled
entity is any entity over which Carpentaria Exploration Limited has the ability and right to govern the financial and operating policies so as to obtain benefits from the entity’s activities.

Where controlled entities have entered or left the Group during the year, the financial performance of those entities is included only for the period of the year that they were controlled. A
list of controlled entities is contained in Note 26 to the financial statements.

In preparing the consolidated financial statements, all inter-group balances and transactions between entities in the consolidated group have been eliminated in full on consolidation.

Non-controlling interests, being the equity in a subsidiary not attributable, directly or indirectly, to a parent, are reported separately within the equity section of the consolidated statement of
financial position and statement of comprehensive income. The non-controlling interests in the net assets comprise their interests at the date of the original business combination and their
share of changes in equity since that date.

Business combinations occur where an acquirer obtains control over one or more businesses.

A business combination is accounted for by applying the acquisition method, unless it is a combination involving entities or businesses under common control. The business combination
will be accounted for from the date that control is attained, whereby the fair value of the identifiable assets acquired and liabilities (including contingent liabilities) assumed is recognised
(subject to certain limited exemptions).

When measuring the consideration transferred in the business combination, any asset or liability resulting from a contingent consideration arrangement is also included. Subsequent to
initial recognition, contingent consideration classified as equity is not remeasured and its subsequent settlement is accounted for within equity. Contingent consideration classified as
an asset or liability is remeasured each reporting period to fair value, recognising any change to fair value in profit or loss, unless the change in value can be identified as existing at
acquisition date.

All transaction costs incurred in relation to the business combination are expensed to the statement of comprehensive income.

The acquisition of a business may result in the recognition of goodwill or a gain from a bargain purchase.

(b) Investments in Associates

Associates are companies in which the Consolidated Entity has significant influence through holding, directly or indirectly, 20% or more of the voting power of the Group. Investments in
associates are accounted for in the financial statements by applying the equity method of accounting, whereby the investment is initially recognised at cost and adjusted thereafter for the
post-acquisition change in the Consolidated Entity's share of net assets of the associate company. In addition, the Consolidated Entity’s share of the profit or loss of the associate company
is included in the Consolidated Entity’s profit or loss.

The carrying amount of the investment includes goodwill relating to the associate. Any discount on acquisition whereby the Consolidated Entity’s share of the net fair value of the associate
exceeds the cost of investment is recognised in profit or loss in the period in which the investment is acquired.

Profits and losses resulting from transactions between the Consolidated Entity and the associate are eliminated to the extent of the Consolidated Entity’s interest in the associate.

When the Consolidated Entity’s share of losses in an associate equals or exceeds its interest in the associate, the Consolidated Entity discontinues recognising its share of further losses
unless it has incurred legal or constructive obligations or made payments on behalf of the associate. When the associate subsequently makes profits, the Consolidated Entity will resume
recognising its share of those profits once its share of the profits equals the share of the losses not recognised.

Details of the Consolidated Entity’s investments in associates are provided in Note 13.

(c) Income Tax
The income tax expense (revenue) for the year comprises current income tax expense (income) and deferred tax expense (income).

Current income tax expense charged to profit or loss is the tax payable on taxable income. Current tax liabilities (assets) are measured at the amounts expected to be paid to (recovered
from) the relevant taxation authority.

Deferred income tax expense reflects movements in deferred tax asset and deferred tax liability balances during the year as well unused tax losses.
Current and deferred income tax expense (income) is charged or credited outside profit or loss when the tax relates to items that are recognised outside profit or loss.

Except for business combinations, no deferred income tax is recognised from the initial recognition of an asset or liability, where there is no effect on accounting or taxable profit or loss.
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Deferred tax assets and liabilities are calculated at the tax rates that are expected to apply to the period when the asset is realised or the liability is settled and their measurement also
reflects the manner in which management expects to recaver or settle the carrying amount of the related asset or liability.

Deferred tax assets relating to temporary differences and unused tax losses are recognised only to the extent that it is probable that future taxable profit will be available against which the
benefits of the deferred tax asset can be utilised.

Where temporary differences exist in relation to investments in subsidiaries, branches, associates, and joint ventures, deferred tax assets and liabilities are not recognised where the timing
of the reversal of the temporary difference can be controlled and it is not probable that the reversal will occur in the foreseeable future.

Current tax assets and liabilities are offset where a legally enforceable right of set-off exists and it is intended that net settiement or simultaneous realisation and settlement of the
respective asset and liability will occur. Deferred tax assets and liabilities are offset where: (a) a legally enforceable right of set-off exists; and (b) the deferred tax assets and liabilities
relate to income taxes levied by the same taxation authority on either the same taxable entity or different taxable entities where it is intended that net settlement or simultaneous realisation
and settlement of the respective asset and liability will occur in future periods in which significant amounts of deferred tax assets or liabilities are expected to be recovered or settled.

The charge for current income tax expense is based on the profit/(loss) for the year adjusted for any non-assessable or disallowed items. It is calculated using the tax rates that have been
enacted or are substantially enacted by the balance date.

Deferred tax is accounted for using the balance sheet method in respect of temporary differences arising between the tax bases of assets and liabilities and their carrying amounts in
the financial statements. No deferred income tax will be recognised from the initial recognition of an asset or liability, (except for a business combination) where there is no effect on
accounting or taxable profit or loss.

(d) Plant and Equipment
Each class of property, plant and equipment is carried at cost or fair value as indicated less, where applicable, any accumulated depreciation and impairment losses.

Plant and equipment are measured on the cost basis and therefore carried at cost less accumulated depreciation and any accumulated impairment. In the event the carrying amount of

plant and equipment is greater than the estimated recoverable amount, the carrying amount is written down immediately to the estimated recoverable amount and impairment losses are
recognised either in profit or loss or as a revaluation decrease if the impairment losses relate to a revalued asset. A formal assessment of recoverable amount is made when impairment
indicators are present (refer to Note 1(h) for details of impairment).

The carrying amount of plant and equipment is reviewed annually by Directors to ensure it is not in excess of the recoverable amount from these assets. The recoverable amount is
assessed on the basis of the expected net cash flows that will be received from the asset's employment and subsequent disposal. The expected net cash flows have been discounted to
their present values in determining recoverable amounts.

The cost of fixed assets constructed within the Consolidated Entity includes the cost of materials, direct labour, borrowing costs and an appropriate proportion of fixed and
variable overheads.

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as appropriate, only when it is probable that future benefits associated with the item will
flow to the Consolidated Entity and the cost of the item can be measured reliably. All other repairs and maintenance are charged to the statement of comprehensive income during the
financial period in which they are incurred.

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as appropriate, only when it is probable that future economic benefits associated with the
item will flow to the Consolidated Entity and the cost of the item can be measured reliably. All other repairs and maintenance are charged to the statement of comprehensive income during
the financial period in which they are incurred.

The depreciable amount of all fixed assets is depreciated on a straight-line basis over the asset’s useful life to the Consolidated Entity commencing from the time the asset is held ready for
use. Leasehold improvements are depreciated over the shorter of either the unexpired period of the lease or the estimated useful lives of the improvements.

The depreciation rates used for each class of asset are:

Class of Fixed Asset Depreciation Rate
Plant and equipment 20%
Computers and Office Equipment 20 - 33%
Motor Vehicles 12.5%

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each balance date.

Gains and losses on disposals are determined by comparing proceeds with the carrying amount. These gains and losses are included in the statement of comprehensive income. When
revalued assets are sold, amounts included in the revaluation surplus relating to that asset are transferred to retained earnings.
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 30 June 2011

(e) Exploration Evaluation and Development Expenditure

Exploration, evaluation and development expenditures incurred are capitalised in respect of each identifiable area of interest. These costs are only capitalised to the extent that they are
expected to be recovered through the successful development of the area or where activities in the area have not yet reached a stage that permits reasonable assessment of the existence
of economically recoverable reserves.

Accumulated costs in relation to an abandoned area are written off in full against profit in the year in which the decision to abandon the area is made.

When production commences, the accumulated costs for the relevant area of interest are amortised over the life of the area according to the rate of depletion of the economically
recoverable reserves.

A regular review is undertaken of each area of interest to determine the appropriateness of continuing to capitalise costs in relation to that area of interest.

Costs of site restoration are provided over the life of the project from when exploration commences and are included in the costs of that stage. Site restoration costs include the dismantling
and removal of mining plant, equipment and building structures, waste removal, and rehabilitation of the site in accordance with local laws and regulations and clauses of the permits. Such
costs have been determined using estimates of future costs, current legal requirements and technology on an undiscounted basis.

Any changes in the estimates for the costs are accounted on a prospective basis. In determining the costs of site restoration, there is uncertainty regarding the nature and extent of
the restoration due to community expectations and future legislation. Accordingly the costs have been determined on the basis that the restoration will be completed within one year of
abandoning the site.

(f) Leases

Leases of fixed assets where substantially all the risks and benefits incidental to the ownership of the asset, but nat the legal ownership that is transferred to entities in the Consolidated
Entity, are classified as finance leases.

Finance leases are capitalised by recognising an asset and a liability at the lower of the amounts equal to the fair value of the leased property or the present value of the minimum lease
payments, including any guaranteed residual values.

Lease payments are allocated between the reduction of the lease liability and the lease interest expense for the period.
Leased assets are depreciated on a straight-line basis over the shorter of their estimated useful lives or the lease term.
Lease payments for operating leases, where substantially all the risks and benefits remain with the lessor, are recognised as expenses in the periods in which they are incurred.

Lease incentives under operating leases are recognised as a liability and amortised on a straight-line basis over the lease term.

(g) Financial Instruments

Financial assets and financial liabilities are recognised when the entity becomes a party to the contractual provisions to the instrument. For financial assets, this is equivalent to the date
that the Consolidated Entity commits itself to either the purchase or sale of the asset (i.e. trade date accounting is adopted).

Financial instruments are initially measured at fair value plus transaction costs, except where the instrument is classified “at fair value through profit or loss”, in which case transaction
costs are expensed to profit or loss immediately.

Finance instruments are subsequently measured at fair value, amortised cost using the effective interest rate method, or cost.

Amortised cost is the amount at which the financial asset or financial liability is measured at initial recognition less principal repayments and any reduction for impairment, and adjusted for
any cumulative amortisation of the difference between that initial amount and the maturity amount calculated using the effective interest method.

Fair value is determined based on current bid prices for all quoted investments. Valuation techniques are applied to determine the fair value for all unlisted securities, including recent arm's
length transactions, reference to similar instruments and option pricing models.

The effective interest method is used to allocate interest income or interest expense over the relevant period and is equivalent to the rate that discounts estimated future cash payments
or receipts (including fees, transaction costs and other premiums or discounts) through the expected life (or when this cannot be reliably predicted, the contractual term) of the financial
instrument to the net carrying amount of the financial asset or financial liability. Revisions to expected future net cash flows will necessitate an adjustment to the carrying value with a
consequential recagnition of an income or expense item in profit or loss.
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Impairment
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Derecognition
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 30 June 2011

(h) Impairment of Assets

At the end of each reporting period, the Consolidated Entity assesses whether there is any indication that an asset may be impaired. If such an indication exists, an impairment test is
carried out on the asset by comparing the recoverable amount of the asset, being the higher of the asset’s fair value less costs to sell and value in use, to the asset’s carrying amount. Any
excess of the asset's carrying amount over its recoverable amount is recognised immediately in profit or loss, unless the asset is carried at a revalued amount in accordance with another
Standard (e.g. in accordance with the revaluation model in AASB 116). Any impairment loss of a revalued asset is treated as a revaluation decrease in accordance with that other Standard.

Where it is not possible to estimate the recoverable amount of an individual asset, the Consolidated Entity estimates the recoverable amount of the cash-generating unit to which the
asset belongs.

(i) Employee Benefits

Provision is made for the Consolidated Entity’s liability for employee benefits arising from services rendered by employees to the end of the reporting period. Employee benefits that are
expected to be settled within 1 year have been measured at the amounts expected to be paid when the liability is settled. Employee benefits payable later than 1 year have been measured
at the present value of the estimated future cash outflows to be made for those benefits. In determining the liability, consideration is given to employee wages increases and the probability
that the employee may satisfy vesting requirements. Those cash flows are discounted using market yields on national government bonds with terms to maturity that match the expected
timing of cash flows.

Share-based payments to employees are measured at the fair value of the instruments issued and amortised over the vesting periods. Share-based payments to non-employees are
measured at the fair value of goods or services received or the fair value of the equity instruments issued, if it is determined the fair value of the goods or services cannot be reliably
measured, and are recorded at the date the goods or services are received. The corresponding amount is recorded to the option reserve. The fair value of options is determined using the
Black-Scholes pricing model. The volatility input in the pricing model is determined by the historical volatility of the Company’s share price over a similar period to the exercise period. The
number of shares and options expected to vest is reviewed and adjusted at the end of each reporting period such that the amount recognised for services received as consideration for the
equity instruments granted is based on the number of equity instruments that eventually vest.

(j) Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, deposits available on demand with banks, other short-term highly liquid investments with original maturities of 3 months or less, and bank
overdrafts. Bank overdrafts are reported within short-term borrowings in current liabilities in the statement of financial position.

(k) Revenue and Other Income

Revenue is measured at the fair value of the consideration received or receivable after taking into account any trade discounts and volume rebates allowed. When the inflow of
consideration is deferred, it is treated as the provision of financing and is discounted at a rate of interest that is generally accepted in the market for similar arrangements. The difference
between the amount initially recognised and the amount ultimately received is interest revenue.

Interest revenue is recognised using the effective interest rate method.

(1) Goods and Services Tax (GST)
Revenues, expenses and assets are recognised net of the amount of GST, except where the amount of GST incurred is not recoverable from the Australian Taxation Office (ATO).

Receivables and payables are stated inclusive of the amount of GST receivable or payable. The net amount of GST recoverable from, or payable to, the ATO is included with other
receivables or payables in the statement of financial position.

Cash flows are presented on a gross basis. The GST components of cash flows arising from investing or financing activities which are recoverable from, or payable to, the ATO are
presented as operating cash flows included in receipts from customers or payments to suppliers.

(m) Share Capital

Issued and paid up capital is recognised at the fair value of the consideration received by the Consolidated Entity. Any transaction costs arising on the issue of ordinary shares are
recognised directly in equity as a reduction of the share proceeds received.

The Company has issued shares to employees and Directors under the Company’s employee share plan. The shares have been issued in return for an interest free loan from the
Consolidated Entity whereby the Consolidated Entity only has recourse to the shares. This issue of shares has been valued as an option grant in accordance with AASB2 'Share Based
Payments'. The shares are disclosed in the financial statements as non-recourse employee shares (NRE Shares).
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(n) Earnings per share

The Consolidated Entity presents basic and diluted earnings per share (EPS) data for its ordinary shares. Basic EPS is calculated by dividing the profit or loss attributable to ordinary
shareholders by the weighted average number of ordinary shares outstanding during the period, excluding NRE shares. Diluted EPS is determined by adjusting the profit or loss attributable
to ordinary shareholders and the weighted average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares.

(o) Comparative figures

When required by accounting standards comparative figures have been adjusted to conform to changes in presentation for the current financial year. Comparative figures have also been
changed where classifications of income and expenditure items have been altered from the prior year as a result of a review by Directors. The new classifications have been made to
reflect a more accurate view of the Consolidated Entity’s operations.

(p) New Accounting Standards and Interpretations
The Consolidated Entity adopted the following new Accounting Standards and Interpretations during the period:

»  AASB 2009-5 ‘Further Amendments to Australian Accounting Standards arising from the Annual Improvements Project. Amendments are made to AASB 5, 8, 101, 107, 117, 118,
136 & 139

»  AASB 2009-8 ‘Amendments to Australian Accounting Standards — Company Cash-settled Share-based Payment Transactions’.
»  AASB 2009-10 ‘Amendments to Australian Accounting Standards - Classification of Rights Issues’.
 Interpretation 19: Extinguishing Financial Liabilities with Equity Instruments.

There were no material impacts on the financial statements or performance of the Consolidated Entity.

(q) New Standards and Interpretations NotYet Adopted

Certain new accounting standards and interpretations have been published that are not mandatory for 30 June 2011 reporting periods. The Consolidated Entity has decided against early
adoption of these standards. The Consolidated Entity's assessment of the impact of these new standards and interpretations is set out below:

These amendments are applicable to annual reporting periods beginning on or after 1 January 2011. These amendments make numerous editorial amendments to a range of Australian

Accounting Standards and Interpretations, which have no major impact on the requirements of the amended pronouncements. The main amendment is to AASB 8 ‘Operating Segments’
and requires an entity to exercise judgement in assessing whether a government and entities known to be under the control of that government are considered a single customer for the
purposes of certain operating segment disclosures. The adoption of these amendments from 1 July 2011 will not have a material impact on the Consolidated Entity.

These amendments are applicable to annual reporting periods beginning on or after 1 January 2011. These amendments make numerous editorial amendments to a range of Australian
Accounting Standards and Interpretations, including amendments to reflect changes made to the text of International Financial Reporting Standards by the International Accounting
Standards Board. The adoption of these amendments from 1 July 2011 will not have a material impact on the Consolidated Entity.

This standard and its consequential amendments are applicable to annual reporting periods beginning on or after 1 January 2013 and completes phase | of the IASB’s project to replace
IAS 39 (being the international equivalent to AASB 139 ‘Financial Instruments: Recognition and Measurement’). This standard introduces new classification and measurement models

for financial assets, using a single approach to determine whether a financial asset is measured at amortised cost or fair value. To be classified and measured at amortised cost, assets
must satisfy the business model test for managing the financial assets and have certain contractual cash flow characteristics. All other financial instrument assets are to be classified

and measured at fair value. This standard allows an irrevocable election on initial recognition to present gains and losses on equity instruments (that are not held-for-trading) in other
comprehensive income, with dividends as a return on these investments being recognised in profit or loss. In addition, those equity instruments measured at fair value through other
comprehensive income would no longer have to apply any impairment requirements nor would there be any ‘recycling’ of gains or losses through profit or loss on disposal. The accounting
for financial liabilities continues to be classified and measured in accordance with AASB 139, with one exception, being that the portion of a change of fair value relating to the entity's
own credit risk is to be presented in other comprehensive income unless it would create an accounting mismatch. The Consolidated Entity will adopt this standard from 1 July 2013 but the
impact of its adoption is yet to be assessed by the Consolidated Entity.
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These amendments are applicable to annual reporting periods beginning on or after 1 January 2011. These amendments are a consequence of the annual improvements project and

make numerous non-urgent but necessary amendments to a range of Australian Accounting Standards and Interpretations. The amendments provide clarification of disclosures in AASB 7
‘Financial Instruments: Disclosures’, in particular emphasis of the interaction between quantitative and qualitative disclosures and the nature and extent of risks associated with financial
instrument; clarifiy that an entity can present an analysis of other comprehensive income for each component of equity, either in the statement of changes in equity or in the notes in
accordance with AASB 101 ‘Presentation of Financial Instruments’; and provide guidance on the disclosure of significant events and transactions in AASB 134 ‘Interim Financial Reporting'.
The adoption of these amendments from 1 July 2011 will not have a material impact on the Consolidated Entity.

This revised standard is applicable to annual reporting periods beginning on or after 1 January 2011. This revised standard simplifies the definition of a related party by clarifying its intended
meaning and eliminating inconsistencies from the definition. The definition now identifies a subsidiary and an assaciate with the same investor as related parties of each other; entities
significantly influenced by one person and entities significantly influenced by a close member of the family of that person are no longer related parties of each other; and whenever a
person or entity has both joint control over a second entity and joint control or significant influence over a third party, the second and third entities are related to each other. This revised
standard introduces a partial exemption of disclosure requirement for government-related entities. The adoption of this standard from 1 July 2011 will not have a material impact on the
Consolidated Entity.

These amendments are applicable to annual reporting periods beginning on or after 1 July 2011. These amendments add and amend disclosure requirements in AASB 7 about transfer of
financial assets, including the nature of the financial assets involved and the risks associated with them. The adoption of these amendments from 1 July 2011 will increase the disclosure
requirements on the Consolidated Entity when an asset is transferred but is not utilised and new disclosure required when assets are utilised but the Consolidated Entity continues to have a
continuing exposure to the asset after the sale.

These amendments are applicable to annual reporting periods beginning on or after 1 January 2012 and a practical approach for the measurement of deferred tax relating to investment
properties measured at fair value, property, plant and equipment and intangible assets measured using the revaluation model. The measurement of deferred tax for these specified assets
is based on the presumption that the carrying amount of the underlying asset will be recovered entirely through sale, unless the entity has clear evidence that economic benefits of the
underlying asset will be consumed during its economic life. The Consolidated Entity is yet to quantify the tax effect of adopting these amendments from 1 July 2012.

This standard replaces the part of IAS 27: ‘Consolidated and Separated Financial Statements’ and is applicable for the annual period beginning 1 January 2013. This new standard
introduces a new definition of control that determines which entities are consolidated. This new definition of control may potentially lead to the consolidation of entities that were not
previously included in the Consolidated Entity resulting in more assets and liabilities on the books. The Consolidated Entity is currently assessing the impact of this standard.

This standard replaces IAS 31: ‘Interest in Joint Ventures” and is applicable for annual periods beginning on or after 1 January 2013. This new standard introduces new rules which classify
joint arrangements as either a joint operation or joint venture. Under the new standard, proportionate consolidation is not allowed and all joint ventures must be equity accounted. Al joint
arrangements held by the Consolidated Entity will need to be reassessed to determine whether the joint operation or joint venture classification is appropriate, and therefore the potential
impacts of a change on the presentation of the Financial Statements. The Consolidated Entity is currently assessing the impact of this standard.

This standard is applicable for annual reporting periods beginning on or after 1 January 2013. This standard clarifies the disclosure requirements for all forms of interests in other entities
including joint arrangements, associates, special purpose vehicles and other off balance sheet vehicles. The Consolidated Entity is assessing the impact of this standard.

This standard establishes a single course of guidance for determining the fair value of assets and liabilities. The Consolidated Entity is currently assessing the impact of this standard.
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 30 June 2011

Equity based instruments - Options

The establishment of the CAP Employee Option Plan was approved by shareholders at the 2006 annual general meeting. The Employee Option Plan is designed to provide long-term
incentives for senior managers and above (including Executive Directors) to deliver long-term shareholder returns.

The Company has granted options over ordinary shares to Directors, employees and consultants as part of their remuneration packages. The options were granted for nil consideration and
are not quoted on the ASX. Options granted under the plan carry no dividend or voting rights. When exercisable, each option is convertible into one ordinary share.

Information with respect to the number of options granted is as follows:

2011
Balance at Granted Exercised Lapsed Balance at  Exercisable at
Tranche Grant Date  Expiry Date Exercise Price start of year in year in year during year  end of year  end of year
1 27 Aug 2007 30 Jun 2010 $0.300 500,000 - (500,000)
1 1 July 2008 30 Jun 2011 $0.150 200,000 - . (200,000)
8 20 July 2009 31 July 2012 $0.114 750,000 - (150,000) : 650,000 650,000
9 1 Oct 2009 31 July 2012 $0.114 100,000 : - : 100,000 100,000
10 26 Nov 2009 26 Nov 2012 $0.150 2,000,000 - - - 2,000,000 2,000,000
1 16 Feb 2010 16 Feb 2013 $0.250 600,000 : - : 600,000 600,000
12 12 July 2010 27 May 2012 $0.413 - 1,850,000 - - 1,850,000 1,850,000
13 1 March 2011 2 March 2013 $0.850 - 1,300,000 - - 1,300,000 1,300,000
4,150,000 3,150,000 (650,000) (200,000) 6,450,000 6,450,000
Weighted average exercise price 018 0.59 0.26 015 0.37 0.37
Weighted average share price at date of exercise 0.43
2010
Balance at Granted Exercised Lapsed Balance at Exercisable at
Tranche Grant Date  Expiry Date Exercise Price start of year in year in year during year  end of year  end of year
1 27 Aug 2007 30 Jun 2010 $0.300 3,400,000 - (2,400,000 (600,000) 500,000 500,000
2 14 Nov 2007 30 Jun 2010 $0.300 300,000 (300,000)
3 7 Jan 2008 30 Jun 2010 $0.270 500,000 (500,000)
7 1 July 2008 30 Jun 2011 $0.1500 800,000 (600,000) 200,000 200,000
8 20 July 2009 31 July 2012 $0.114 . 1,000,000 (250,000 750,000 750,000
9 1 Oct 2009 31 July 2012 $0.114 - 100,000 - 100,000 100,000
10 26 Nov 2009 26 Nov 2012 $0.150 - 2,000,000 - - 2,000,000 2,000,000
1 16 Feb 2010 16 Feb 2013 $0.250 - 600,000 - - 600,000 600,000
5,000,000 3,700,000 (4,060,000 (500,000) 4,150,000 4,150,000
Weighted average exercise price 0.27 0.16 0.26 0.30 0.18 0.18
Weighted average share price at date of exercise 0.34

Tranche 11 options were issued in relation to the acquisition of FTB (QLD) Pty Ltd and were deemed to have nil value at the date of acquisition.

The weighted average remaining contractual life of share options outstanding at the end of the period was 1.32 years. (2010: 1.79 years).
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INDEPENDENT AUDITOR’S REPORT

To the members of Carpentaria Exploration Limited

PKF

Chartered Accountants
& Business Advisers

We have audited the accompanying financial report of Carpentaria Exploration Limited, which comprises the balance sheet as at 30 June 2011, the statement of comprehensive income,
the statement of changes in equity and the statement of cash flows for the year then ended, notes comprising a summary of significant accounting policies, other explanatory information,
and the directors’ declaration of Carpentaria Exploration Limited (the company) and the consolidated entity. The consolidated entity comprises the company and the entities it controlled at
the year's end or from time to time during the financial year.

Directors’ Responsibility for the Financial Report

The directors of the company are responsible for the preparation of the financial report that gives a true and fair view in accordance with Australian Accounting Standards and the
Corporations Act 2001 and for such internal control as the directors determine is necessary to enable the preparation of the financial report that is free from material misstatement,
whether due to fraud or error. In Note 1, the directors also state, in accordance with Accounting Standard AASB 101 Presentation of Financial Statements, that the financial statements
comply with International Financial Reporting Standards.

Auditor’s Responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We conducted our audit in accordance with Australian Auditing Standards. Those standards require
that we comply with relevant ethical requirements relating to audit engagements and plan and perform the audit to obtain reasonable assurance about whether the financial report is free
from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial report. The procedures selected depend on the auditor’s judgement,
including the assessment of the risks of material misstatement of the financial report, whether due to fraud or error. In making those risk assessments, the auditor considers internal
control relevant to the entity’s preparation and fair presentation of the financial report in order to design audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the directors, as well as evaluating the overall presentation of the financial report.

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

Independence

In conducting our audit, we have complied with the independence requirements of the Corporations Act 2001.

Opinion
[n our opinion:
(a) the financial report of the consolidated entity is in accordance with the Corporations Act 2001, including:
(i) giving a true and fair view of the consolidated entity's financial position as at 30 June 2011 and of its performance for the year ended on that date; and
(i) complying with Australian Accounting Standards and the Corporations Regulations 2001; and

(b) the consolidated financial statements also comply with International Financial Reporting Standards as disclosed in Note 1.

Tel: 61 7 3226 3555 | Fax: 61 7 3226 3500 | www.pkf.com.au
PKF | ABN 83 236 985 726

Level 6, 10 Eagle Street | Brishane | Queensland 4000 | Australia
GPO Box 1078 | Brishane | Queensland 4001

The PKF East Coast Practice is a member of the PKF International Limited network of legally independent member firms. The PKF East Coast Practice is also a member of the PKF Australia Limited national network of legally independent firms
each trading as PKF. PKF East Coast Practice has offices in NSW, Victoria and Brishane. PKF East Coast Practice does not accept responsibility or liability for the actions or inactions on the part of any other individual member firm or firms.

Liability limited by a scheme approved under Professional Standards Legislation.
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