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Review of Operations

SOUTH AUSTRALIA
(Continued)

Coonalpyn Project
EL 3881 - 625 km2 

(Capital Mining 100%)

Target commodity	 Uranium, gold, copper, zinc, silver, lead, tin

Target type	 Skarns, calcrete & sandstone hosted roll-front, volcanogenic 		
	 massive sulphide deposits

Metallogenic Province	 Southern Delamerian Fold Belt and Murray Basin Provinces

The Coonalpyn licence area is located 120km SE of Adelaide and covers terrain that is 
considered to be very prospective for deposits of uranium, gold, copper and zinc in basement 
units of the Southern Delamerian Fold Belt as well as in younger cover sediments of the 
Murray Basin. 

Conceptual targets include: 
n	 Uranium and base metals in skarn and carbonate replacement type deposits; 
n	 Zinc, copper, tin and gold in deposits hosted by volcanics; and 
n	 Uranium deposits in Quaternary valley-fill sediments and Tertiary palaeochannels. 

Zinc deposits, associated 
with what are interpreted to 
be retrograde skarns within 
mafic volcanic and limestone 
units of Cambrian age, have 
been the subject of historic 
exploration in the region. 
The host units extend into EL 
3881 and offer potential for 
the discovery of more deposits 
along strike.
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 Ancient Tectonic Setting

The regional geological setting of 
EL 3881 is believed to have been 
favourable for the development 
of mineralization of the type 
targeted since prior to the break 
up of the supercontinent of 
Gondwana, as illustrated above, 
the basement sequence was 
accumulated on the margins of the 
Antarctic and Australian Cratons 
and subsequently deformed and 
thrust over continental substrate 
similar to that of the Gawler 
Craton around 510 to 490 million 
years ago. As a result, there is 
potential for deposits of uranium 
and other metals to have been 
formed in reactive host rocks such 
as limestone, in the Cambrian 
sequence adjacent to deep seated 
faults or shear zones carrying 
hyper-saline metalliferous fluids 
from the underlying continental 
basement. Also in such an 

environment, there is also potential for uranium to have been remobilized from the basement 
and accumulated in palaeochannels and roll-front type deposits in the younger cover 
sequence.

The addition of EL 3881 to its 
portfolio completes a round of new 
acquisitions for Capital Mining and 
gives the Company the opportunity 
to evaluate new concepts in a 
relatively under explored part of 
South Australia. Assessment 
of regional geophysical data 
and remote sensing imagery 
has begun, previous exploration 
results are being reviewed and 
work programmes including 
drilling to test this very promising 
target zone will be drawn up 
and implemented as soon as 
practicable.

Regional Geological Setting
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Director’s Report

Your Directors present the financial report of the Company for 
the period ended 30 June 2007.

The following persons hold office as Directors at the date of 
this report and throughout the period. Their qualifications and 
experience are:

Richard Hine
BSc, PhD, MAusIMM, MGSA, MSEG,
Chairman of the Board

Dr Hine has had over 30 years of broad experience in the 
minerals industry as a project geologist, researcher, exploration 
manager and company director. He has a PhD in economic 
geology and is a graduate of the Australian National University 
and the James Cook University of North Queensland.

Dr Hine has specialist skills in exploration management, ore 
deposit and prospect evaluation, terrane analysis, regional 
target selection, exploration data synthesis, ore petrology, 
mineralogy and conceptual analysis. He has worked on a wide 
range of deposit types and mineral commodities that include: 
porphyry, epithermal and skarn style copper, molybdenum and 
gold deposits; volcanic-hosted massive sulphide copper, lead 
and zinc deposits; disseminated, vein and skarn style tin and 
tungsten deposits; alluvial gold and tin; and intrusion related 
rare metal and REE deposits.

Over he years, Dr Hine’s training has come from the teaching 
and guidance of many high-profile academics and respected 
industry colleagues. Since graduation he has worked in Papua 
New Guinea, the Philippines, Indonesia, Malaysia, Western 
Europe, New Zealand, the Fiji Islands and Eastern and Central 
Australia. Most of his career has been spent in exploration 
of the Tasman Orogenic Zone as a company employee and 
lately as a consultant. He has specialist knowledge of the 
mineralisation of the Lachlan Fold Belt of New South Wales 
and Victoria and is well versed in the many aspects of mineral 
production through his participation in the development of the 
Junction Reefs group of gold mines in the nineties.

Dr Hine is a long standing Member of the Australasian Institute 
of Mining and Metallurgy, the Geological Society of Australia 
and the Society of Economic Geologists. He is the Managing 
Director of Heemskirk Resources Pty Limited, which he 
established in 1999 to pursue exploration opportunities in 
New South Wales and to provide a consulting and management 
service to the minerals industry. Dr Hine is a “Competent 
Person” as defined in the JORC Code for the Reporting of 
Exploration Results, Mineral Resources and Ore Reserves who 
has had more than five years experience which is relevant to all 
of the deposit types and styles of mineralisation referred to in 
this Prospectus.

Robert McCauley
BSc, Licensed Surveyor, MIS Aust, Cert. Prof.SSI, MRICS
Chief Executive Officer

Mr McCauley was appointed Managing Director of Capital 
Mining Limited in May 2006. He is also a director of Chakola 
Gold Pty Ltd and Principal of Robert J McCauley & Associates 
Consulting Surveyors.

Mr McCauley has over the past 27 years been involved in a 
capacity as either Principal/consultant, senior staff or staff 
positions to numerous companies such as Worsley Alumina Pty 
Ltd, Sir Alexander Gibb & Partners, BHP Ltd, Layton Seismic 
Services and Boral Limited on major infrastructure, mining and 
seismic exploration projects and areas such as the Boddington 
Gold Mine (WA); Monasavu Electric Scheme, Fiji; the North 
West Shelf Liquified Natural Gas Plant (WA); Dongara (WA); 
Lake Frome (SA); and Murrumbateman (NSW).

Mr McCauley has a broad range of experience and contacts in 
both the private and public sectors. He has been Manager of 
Robert J McCauley & Associates (land, mining & engineering 
surveyors) since 1991 and has held positions such as 
President of the Institution of Surveyors Australia, Canberra 
Division including nominee for the Canberra Business Council; 
Member (ministerial nominee) of the statutory Surveyors’ 
Board of the Australian Capital Territory and Chairman of the 
Australian Council of Professions, ACT Branch. He is a graduate 
of W.A.I.T./ Curtin University; a Licensed Surveyor; a Member of 
the Institution of Surveyors, Australia, a Certified Professional 
of the Spatial Sciences Institute and a Member of the Royal 
Institution of Chartered Surveyors.

Christopher Ablett
Registered Surveyor, Cert. Mining, MAusIMM, MISAust
Director

Mr Ablett is a Registered Surveyor who has been associated 
with the mining and exploration industry since the late 1960’s. 
He has considerable experience in mine site, open pit and 
underground mine survey and in quantity surveying. Mr Ablett 
has worked on mining projects in Western Australia, the 
Northern Territory, the eastern Australian states and Fiji. He 
has held a number of senior staff positions with several large 
gold and base metal mines including Emperor Gold Mines Ltd, 
Cleveland Tin Ltd and at other mines run by the former Peko-
Wallsend Group.

Mr Ablett formed his own private company, Ablex Pty Ltd, 
in 1984 as a service provider for the mining and surveying 
industries and to look for exploration opportunities in eastern 
Australia. During this time Mr Ablett has participated at a 
grass roots level on several significant exploration projects 
most recently at the Cowal Gold Project and at the Adelong 
Gold Project in New South Wales. He has provided contract 
supervision for surface and underground mining and 
exploration operations.
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Mr Ablett is committed to the Mining Industry and believes 
Australia provides and excellent environment for exploration and 
the development of mineral resources. Mr Ablett is a Member 
of the Australasian Institute of Mining and Metallurgy and the 
Institute of Surveyors Australia and is the Managing Director of 
Ablex Pty Ltd.

John Keppo
Compnay Secretary

John Keppo was appointed company secretary on 6 July 2007 
and has over 40 years experience in the banking and finance 
industry, with the last seven years in a variety of roles with ASX 
public listed companies operating in the mining and exploration 
sector. His work experience covers areas in Australia, China and 
Papua New Guinea.

Directors’ Interests in Shares and Options

Directors’ interests in shares and options as at 30 June 2007 
are set out in the table below. Between the end of the financial 
year and the date of this report, Richard Hine has subscribed 
for Nil shares, Robert McCauley for Nil shares and Christopher 
Ablett for Nil shares.

	 Shares
	 Directly and			 
Director	 Indirectly Held	 Options

Richard Hine	 9,000,000	 –

Robert McCauley	 4,150,000	 500,000

Christopher Ablett	 6,000,000	 –

Activities

The continuing principal activity of the Company is the 
exploration for economic deposits of minerals. For the period of 
this report, the emphasis has been on gold and base metals, to 
a lesser extent, rare metals.

Results

The net result of operations after applicable income tax expense 
was a loss of $148,457.

Dividends

No dividends were paid or proposed during the period.

Review of Operations

A review of the operations of the Company during the financial 
period and the results of those operations are contained in 
pages 4 to 19 in this report.

Corporate Structure

Capital Mining Limited is a limited company that is incorporated 
and domiciled in Australia.

Employees

The Company had one employee as at 30 June 2007. The 
Company uses contract geologists and other consultants as 
required.

Significant Changes

The Directors are not aware of any significant changes in the state 
of affairs of the Company occurring during the financial period, 
other than as disclosed in this report.

Matters Subsequent to the End of the Financial Period

There were at the date of this report no matters or circumstances 
which have arisen since 30 June 2007 that have significantly 
affected or may significantly affect:

i)	 the operations of the Company,

ii)	 the results of those operations, or

iii)	 the state of affairs of the Company,

except as set out below:

1)	 On 27 August 2007 Capital Mining Limited announced the 
issue of 2 million 20 cent exercise price options by way of a 
placement to advisers and supporters who assisted in the 
Company’s successful listing on the ASX earlier this year. The 
Options were issued on similar terms to those being issued 
under a prospectus of a non-renounceable 1:3 entitlement 
to existing shareholders (see item 2 below). The options 
were issued at 1 cent have approximately a three year term 
and expire on 18 October 2010. This placement raised 
$20,000.00.

2)	 On 29 August 2007 Capital Mining Limited announced 
and released a Short Form Prospectus in relation to a non-
renounceable 1:3 entitlement offer of 20 cent exercise price 
options to existing shareholders as at a record date of 
24 September 2007. These Options will be issued at a price 
of 1 cent and will have a three year maturity, expiring on 
18 October 2010. It is anticipated that if all eligible 
shareholders take up the offer, there will be 13,203,500 
options issued, raising an additional $132,035.

Likely Developments and Expected Results

As the Company’s areas of interest are at an early stage of 
exploration, it is not possible to postulate likely developments 
and any expected results. The Company is hoping to identify other 
precious and base metal exploration and evaluation targets.
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Remuneration Report

The remuneration report is set out under the following main 
headings:

(a)	 Principles used to determine the nature and amount of 
remuneration

(b)	 Details of remuneration

(c)	 Service agreements

(d)	 Share-based compensation.

(a)	Principles used to determine the nature and amount of 
remuneration

The objective of the company’s remuneration framework is to 
ensure reward for performance is competitive and appropriate 
for the results delivered. The framework aligns executive reward 
with achievement of strategic objectives and the creation of 
value for shareholders. The Board believes that executive 
remuneration satisfies the following key criteria:

n	 competitiveness and reasonableness

n	 acceptability to shareholders

n	 performance linkage / alignment of executive compensation

n	 transparency

n	 capital management.

These criteria result in a framework which can be used to provide 
a mix of fixed and variable remuneration, and a blend of short 
and long-term incentives in line with the Company’s limited 
financial resources.

Board and Senior Management

Fees and payments to the non-executive directors and senior 
executives reflect the demands which are made on, and the 
responsibilities of, the directors and the senior management. 
Such fees and payments are reviewed annually by the Board. 
The executive and non executive directors, senior executives 
and officers are entitled to receive options under the company’s 
employee share option scheme.

(b)	Details of remuneration

Directors’ and Executives’ Remuneration

Directors are entitled to remuneration out of the funds of the 
Company but the remuneration of the Non-Executive Directors 
may not exceed in any year the amount fixed by

the Company in general meeting for that purpose. The aggregate 
remuneration of the Non-Executive Directors has been fixed at 
a maximum of $200,000 per annum to be apportioned among 
the non-executive directors in such a manner as they determine 
(refer below). Directors are also entitled to be paid reasonable 
travelling, accommodation and other expenses incurred in 
consequence of their attendance at Board meetings and 
otherwise in the execution of their duties as directors.

No executive or non-executive Directors fees were paid for the 
2006 - 2007 year.

Details of the nature and amount of each element of the 
remuneration of each of the directors of Capital Mining Limited 
and each of the five senior executives of the company and the 
consolidated entity who received the highest emoluments during 
the year ended 30 June 2007 are set out in the following tables.

Table 1: Director and Senior Executive Remuneration

	 Directors’		  Consulting	 Super
Directors of Capital	 Fees	 Salaries	 Fees	 Cont.	 Options	 Shares	 Total	
Mining Limited	 $	 $	 $	 $	 $	 $	 $

Richard Hine	 –	 –	 23,220	 –	 –	 –	 23,220

Robert McCauley	 –	 15,995	 –	 1,395	 86,250	 –	 103,640

Christopher Ablett	 –	 –	 9,570	 –	 –	 –	 9,570

Senior executives 
of the company

Nil	 –	 –	 –	 –	 –	 –	 –

Total	 –	 15,995	 64,948	 1,395	 86,250	 –	 168,588

1. Options and shares do not represent cash payments to directors or senior executives and share options granted may or may not 
be exercised by the directors or executives.
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Table 2: Options and shares granted as part of remuneration

				    		  Value per		
						      option at	 Value at
				    Value per		  exercise	 date option	 %
	 Grant	 Grant	 Vest	 option at	 Exercised	 date	 lapsed	 of
Options	 date	 number	 date	 grant date	 number	 $	 $	 remuneration

Robert McCauley	 22.3.2007	 250,000	 22.3.2007	 $0.175	 –	 –	 –	 42.21

Robert McCauley	 22.3.2007	 250,000	 22.3.2007	 $0.17	 –	 –	 –	 41.01

These Options were not granted under the Employee Share 
Option Plan and the terms of the Options are covered in 
the Notice of Extraordinary General Meeting Explanatory 
Memorandum sent to shareholders on 9 May 2007.

The value of the options granted have been recognised as 
expenses in the financial statements and are expensed, 
resulting in an increase in employee benefits expense of 
$86,250 for the 2007 financial year.

Options granted as a part of a director and executive 
remuneration have been valued using a Black and Scholes 
option-pricing model, which takes account of factors including 
the option exercise price, the share price at time of grant, 
volatility of the underlying share price, the risk-free interest rate 
and the expected life of the option.

Fair value of options

The fair value of each option is estimated on the date of grant 
using a Black & Scholes option-pricing model with the following 
weighted average assumptions used for grants of the options 
made on 6 June 2007. For the purposes of determining fair value 
of the options, the company’s closing share price on 22 March 
2007 has been used in the calculations. This is the date that 
the Options were deemed to be available for issue as described 
in the Notice of Meeting document dated 18 April 2007. In 
determining the value, no discount has been applied for lack 
of marketability as it is assumed the incentive options will be 
retained until the exercise date (i.e. are not transferable). At the 
grant date, 22 March 2007, the share price of CMY was $0.21 
and the intrinsic value of the options was Nil:

Dividend yield	 0.0%

Expected volatility	 106.57%

Risk –free interest rate	 5.85%

Expected life of option	 5 years

The dividend yield reflects the assumption that no dividends 
will be paid out. The expected life of the options is based on 
historical data and is not necessarily indicative of exercise 
patterns that may occur. The expected volatility reflects the 
assumption that the historical volatility is indicative of future 
trends, which may also not necessarily be the actual outcome.

The resulting weighted average fair values per option for those 
options vesting after 1 July 2005 are:

Grant	 Grant	 Expiry	 Weighted average
Number	 Date	 Date	 value per option

250,000	 22.3.2007	 22.3.2012	 $0.175

250,000	 22.3.2007	 22.3.2012	 $0.17

500,000

These fair values of the options are recognised as expenses 
in the financial statements and are expensed, resulting in an 
increase in employee benefits expense of $86,250 for the 2007 
financial year.

(c)	Service agreements

Remuneration and other terms of employment for the directors 
and executives are formalised in Service/Appointment 
agreements.

All contracts with executives may be terminated early by either 
party with the stipulated number of months notice, subject to 
termination payments as detailed below.

Dr Richard Hine

By Letter of Engagement dated 28 August 2006 Capital 
Mining Limited engages Heemskirk Resources Pty Limited, a 
company associated with Richard Hine, to provide company 
management, exploration management and mining project 
management services at the rate of $60 per hour (plus GST). 
This rate is subject to amendment each year in line with a review 
of work carried out and movements in industry rates charged for 
services.

One months notice is required from either party to terminate the 
agreement unless otherwise agreed by the parties. Heemskirk 
Resources Pty Limited received payments and benefits totalling 
$23,220.
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Robert McCauley

By an agreement dated 15 August 2006, Capital Mining Limited 
employs Mr McCauley as Executive Director for a period of one 
year from the date of listing on ASX (being 20 March 2007). Mr 
McCauley’s remuneration consists of a salary of $57,500pa 
(plus statutory superannuation) plus the fees payable to Non-
Executive Directors, plus issue of the following options at a time 
after listing on ASX and subject to shareholder approval:

n	 250,000 options at an exercise price of 25 cents

n	 250,000 options at an exercise price of 30 cents

Both are for term of 5 years.

Certain termination clauses are included in the agreement, 
termination by either party may take place by way of either 14 
days or one months notice depending on circumstances.

Mr McCauley received payments and benefits totalling $103,640 
in his role as director of the company. As stated above, no 
discount was applied to the option value calculations.

Christopher Ablett

By Letter of Engagement dated 31 August 2006, Capital 
Mining engages Ablex Pty Limited, a company associated with 
Christopher Ablett, to provide project management, mining and 
surveying services at the rate of $60 per hour (plus GST). His 
rate is subject to amendment each year in line with a review of 
work carried out and movements in industry rates charged for 
services.

One months notice is required from either party to terminate the 
engagement unless otherwise agreed by the parties.

Capital Mining will reimburse Ablex for any reasonable direct 
costs incurred by Ablex in undertaking Capital Mining’s work, 
including travel, accommodation and sustenance, courier and 
postage costs, telephone and facsimile costs.

Ablex Pty Limited received payments and benefits totalling 
$9,570.

d) Share Options

At 30 June 2007 the company had granted options over 500,000 
unissued shares to directors, all issued in the 2007 financial 
year. These are:

Robert McCauley – 250,000 exercise price 25 cents

Robert McCauley – 250,000 exercise price 30 cents

These were granted on 22 March 2007 and expire 
22 March 2012.

Directors’ Interests

The relevant interest of each Director (including their associates) 
in the share capital of the company as at 30 June 2007 are set 
out in note 15 to the financial statements.

Options included in directors’ and executives’ remuneration are 
treated as follows:

Fair values have been assessed using the Black and Scholes 
option valuation methodology which takes into account 
the exercise price, the term of the option, the vesting and 
performance criteria, the impact of dilution, the non-tradable 
nature of the options, the current price and expected price 
volatility of the underlying share, the expected dividend yield and 
the risk free interest rate for the term of the option. No discount 
has been applied.

Share Capital and Options

A detailed breakdown of the company’s capital, including options 
(unquoted options and employee options) and convertible 
instruments is contained in Note 11 to the Financial Statements.

Meetings of Directors

Director’s attendance at Directors meetings are shown in the 
following table:

	 Meetings Eligible	 Meetings 
Director	 to Attend	 Attended

Richard Hine	 9	 9

Robert McCauley	 9	 9

Christopher Ablett	 9	 9

The Company has no Audit Committee due to its size, and the 
Board reviews the Company’s financial systems, accounting 
policies, half-year and annual financial statements and reviews 
these at appropriate times.

Directors, Officers, Senior Employees and Consultants Share 
Option Plan

The Company has established the Capital Mining Limited 
Employee Share Options Plan (“Plan”) to assist in the attraction, 
retention and motivation of employees of the Company and its 
related bodies corporate. No options have been granted under 
the Plan as at the date of this report.

A summary of the rules of the Plan is as follows:

a)	 All employees (full and part-time) will be eligible to participate 
in the Plan after a qualifying period of 12 months employment 
by a member of the Group, although the Board may waive this 
requirement.

b)	 The allocation of options under the Plan is at the discretion of 
the Board.

c)	 If permitted by the Board, options may be issued to an 
employee’s nominee (for example, to a spouse or family 
company).

d)	 Each option is to subscribe for one fully paid ordinary share in 
the Company and will expire five years from its date of issue. 
An Option is exercisable at any time from its date of issue.
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e)	 Options will be issued free. The exercise price of options will 
be determined by the Board subject to a minimum price equal 
to the market value of the Company’s shares at the time the 
Board resolves to issue the options. The total number of 
shares the subject of options issued under the Plan, when 
aggregated with other options issued under the Plan during 
the previous five years must not exceed five percent of the 
Company’s issued share capital.

f)	 If, prior to the expiry date of the options, a person ceases 
to be an employee of a Group company for any reason other 
than retirement at age 60 or more (or such earlier age as the 
Board permits), permanent disability, redundancy or death, 
the options held by that person (or the person’s nominee) 
must be exercised within one month thereafter otherwise 
they will automatically lapse. If a person dies, the options 
held by that person will be exercisable by that person’s legal 
personal representative.

g)	 Options cannot be transferred other than to the legal 
personal representative of a deceased Option holder.

h)	 The Company will not apply for official quotation of any 
options.

The Board may amend the Plan rules at any time subject to the 
requirements of the ASX Listing Rules.

Indemnification and Insurance of Directors and Officers

During the financial year, the Company has paid premiums in 
respect of a contract insuring all the Directors against legal costs 
incurred in defending proceedings for conduct involving:

1)	 wilful breach of duty; or

2)	 a contravention of sections 182 or 183 of the Corporations 
Act 2001, as permitted by section 199B of the Corporations 
Act 2001.

It is a term of the policy that the Company cannot disclose the 
premium paid for the cover.

Environmental Performance

Capital Mining Limited holds exploration licences issued by 
the Mines Departments of one state government (NSW) which 
specify guidelines for environmental impacts in relation to 
exploration activities. The licence conditions provide for the 
full rehabilitation of the areas of exploration in accordance with 
the various Mines Departments’ guidelines and standards. 
There have been no significant known breaches of the licence 
conditions.

Auditor’s Independence and Non-Audit Services

The following non-audit services were provided by the Company’s 
auditor, Barnes Dowell James. The directors are satisfied 
that the provision of non-audit services is compatible with the 
general standard of independence for auditors imposed by the 
Corporations Act 2001. The nature and scope of each type of 
non-audit service provided means that auditor independence 
was not compromised. The Directors received a declaration of 
independence from the auditors of Capital Mining Limited. It is 
located on the following page and forms part of this report.

Barnes Dowell James received or are due to receive the following 
amounts for the provision of non-audit services:

Independent Accountant’s report: $4,534

Signed at Sydney this 28th day of September 2007 in 
accordance with a resolution of the Directors.

Richard Hine

Chairman
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Income Statement
For year ended 30 June 2007

			   2007	 2006
		  Note	 $	 $

REVENUE	 2	 51,433	 16,877

Administration expenses		  (61,400)	 (6,928)
Consultant expenses		  (12,697)	 (2,590)
Depreciation		  (756)	 –
Exploration expenses		  –	 (112,813)
Salaries and employee benefits expense		  (17,390)	 –
Share base payments		  (86,250)	 –
Travel and accommodation		  (21,397)	 (6,701)

(Loss) Before Income Tax Expense		  (148,457)	 (112,155)

Income Tax Expense	 3	 –	 –

(Loss) After Income Tax Expense	 13	 (148,457)	 (112,155)

Net (Loss) Attributable To Members Of Capital Mining Ltd		  (148,457)	 (112,155)

Basic loss per share (cents per share)	 13

Diluted loss per share (cents per share)	 13
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Balance Sheet
As at 30 June 2007

			   2007	 2006
		  Note	 $	 $

CURRENT ASSETS

Cash assets	 5	 3,148,231	 263,958
Receivables	 6	 25,458	 4,279
Prepaid Expenses		  7,785	 –

Total Current Assets		  3,181,474	 268,237

NON-CURRENT ASSETS

Formation expenses		  329	 658
Tenement security deposits	 7	 70,000	 –
Other security deposits		  2,380	 –
Plant and equipment	 8	 39,244	 –
Deferred exploration and evaluation expenditure	 9	 143,304	 –

Total Non-current Assets		  255,257	 658

Total Assets		  3,436,731	 268,895

CURRENT LIABILITIES

Payables	 10	 35,985	 1,646

Total Current Liabilities		  35,985	 1,646

Total Liabilities		  35,985	 1,646

Net Assets		  3,400,746	 267,249

EQUITY

Issued capital	 11	 3,740,804	 545,100
Accumulated losses		  (426,308)	 (277,851)
Reserves	 12	 86,250	 –

Total Equity		  3,400,746	 267,249
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Statement of Cash Flows
Year ended 30 June 2007

			   2007	 2006
		  Note	 $	 $

CASH FLOWS FROM OPERATING ACTIVITIES

Payment for exploration and evaluation		  –	 (124,896)
Payment to suppliers and employees		  (107,180)	 (7,940)
Interest received		  51,433	 16,877

Net Cash Flows Used In Operating Activities	 22	 (55,747)	 (115,959)

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of plant and equipment		  (40,000)	 –
Expenditure on mining interests (exploration)		  (143,304)
Other security deposits		  (2,380)	 –
Tenement security deposits		  (70,000)

Net Cash Flows Used In Investing Activities		  (255,684)	 –

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from issue of shares		  3,422,100	 25,000
Equity raising expenses		  (226,396)	 –

Net Cash Flows From Financing Activities		  3,195,704	 25,000

Net increase in cash held		  2,884,273	 (90,959)

Add opening cash brought forward		  263,958	 354,917

Closing Cash Carried Forward	 22	 3,148,231	 263,958
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Statement of Changes in Equity
Year ended 30 June 2007

		  Attributable to the shareholders of Capital Mining Limited

		  Issued	 Accumulated		  Total 
		  Captial	 Losses	 Reserves	 Equity
		  $	 $	 $	 $

AT 1 JULY 2005	 146	 (165,696)	 519,954	 354,404

Loss for the period	 –	 (112,155)		  (112,155)
Cost of share based payments taken directly to Equity	 –	 –	 –	 –
Issue of share capital	 544,954		  (519,954)	 25,000

AT 30 JUNE 2006	 545,100	 (277,851)	 –	 267,249

		  Attributable to the shareholders of Capital Mining Limited

		  Issued	 Accumulated		  Total 
		  Captial	 Losses	 Reserves	 Equity
		  $	 $	 $	 $

AT 1 JULY 2006	 545,100	 (277,851)	 –	 267,249
Cost of share based payments taken directly to Equity	 –	 –	 86,250	 86,250
Issue of share capital	 3,422,100	 –	 –	 3,422,100
Share issue costs	 (226,396)			   (226,396)

AT 30 JUNE 2007	 3,740,804	 (426,308)	 86,250	 3,400,746
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Notes to and Forming Part of the Accounts

1.	 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a)	 Basis of preparation

The financial report is a general-purpose financial report, which 
has been prepared in accordance with the requirements of the 
Corporations Act 2001 and Australian Accounting Standards.

The financial report has been prepared on a historical cost basis 
except for land and buildings, which have been measured at fair 
value.

(b)	 Statement of compliance

The financial report complies with Australian Accounting 
Standards, which include Australian equivalents to International 
Financial Reporting Standards (“AIFRS”). Compliance with 
AIFRS ensures that the financial report, comprising the financial 
statements and notes thereto, complies with International 
Financial Reporting Standards (“IFRS”).

This financial report has been prepared based on AIFRS and 
is also the first report for the company as a listed entity. There 
are no reconciliations applicable to prior periods that would be 
affected under AIFRS.

(c)	 Basis of consolidation

The consolidated financial statements comprise the financial 
statements of Capital Mining Limited and its subsidiaries (“the 
Group”) as at 30 June each year. There were no subsidiaries held 
as at 30 June 2007.

The financial statements of any subsidiaries are prepared for the 
same reporting period as the parent company, using consistent 
accounting policies.

Adjustments are made to bring into line any dissimilar accounting 
policies that may exist.

All inter-company balances and transactions, including 
unrealised profits arising from intra-group transactions, are 
eliminated in full.

Subsidiaries are fully consolidated from date on which control is 
transferred to the Group and cease to be consolidated from the 
date on which control is transferred out of the Group.

(d)	 Property, plant and equipment

Plant and equipment is stated at cost less accumulated 
depreciation and any impairment in value. Land and buildings are 
measured at fair value less accumulated depreciation.

Depreciation is calculated on a straight-line basis over the 
estimated useful life of the asset as follows:

n	 plant and equipment – 15 years

Impairment

The carrying values of plant and equipment are reviewed for 
impairment when events or changes in circumstances indicate 
the carrying value may not be recoverable.

An item of plant and equipment is derecognised upon disposal.

Any gain or loss arising on derecognition of the asset (calculated 
as the difference between the net disposal proceeds and the 
carrying amount of the item) is included in the income statement 
in the period the item is derecognised.

(e)	 Borrowing costs

Borrowing costs are recognised as an expense when incurred.

(f)	 Intangible assets

Acquired both separately and from a business combination

Intangible assets acquired separately are capitalised at cost and 
from a business combination are capitalised at fair value as at 
the date of acquisition. Following recognition, the cost model is 
applied to the class of intangible assets.

The useful lives of these intangible assets are assessed to be 
either finite or indefinite.

Where amortisation is charged on assets with finite lives, 
this expense is taken to the income statement through the 
“administrative expenses” line item.

Intangible assets, excluding development costs, created within 
the business are not capitalised and expenditure is charged 
against profits in the period in which the expenditure is incurred.

Intangible assets are tested for impairment where an indicator 
of impairment exists, and in the case of indefinite life intangibles 
annually, either individually or at the cash generating unit 
level. Useful lives are also examined on an annual basis and 
adjustments, where applicable, are made on a prospective basis.

(g)	 Recoverable amount of assets

At each reporting date, the Group assesses whether there is any 
indication that an asset may be impaired. Where an indicator 
of impairment exists, the Group 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.

Recoverable amount is the greater of fair value less costs to sell 
and value in use.

(h)	 Investments

All investments are initially recognised at cost, being the fair 
value of the consideration given and including acquisition 
charges associated with the investment.

After initial recognition, investments, which are classified as held 
for trading and available-for-sale, are measured at fair value. 
Gains or losses on investments held for trading are recognised in 
the income statement.

Gains or losses on available-for-sale investments are recognised 
as a separate component of equity until the investment is sold, 
collected or otherwise disposed of, or until the investment is 
determined to be impaired, at which time the cumulative gain 
or loss previously reported in equity is included in the income 
statement.



31CAPITAL MINING LIMITED

Notes to and Forming Part of the Accounts

Non-derivative financial assets with fixed or determinable 
payments and fixed maturity are classified as held-to-maturity 
when the Group has the positive intention and ability to hold 
to maturity. Investments intended to be held for an undefined 
period are not included in this classification.

Other long-term investments that are intended to be held-
to-maturity, such as bonds, are subsequently measured at 
amortised cost using the effective interest method.

Amortised cost is calculated by taking into account any discount 
or premium on acquisition, over the period to maturity.

For investments carried at amortised cost, gains and losses are 
recognised in income when the investments are derecognised or 
impaired, as well as through the amortisation process.

For investments that are actively traded in organised financial 
markets, fair value is determined by reference to Stock Exchange 
quoted market bid prices at the close of business on the balance 
sheet date.

For investments where there is no quoted market price, fair value 
is determined by reference to the current market value of another 
instrument which is substantially the same or is calculated 
based on the expected cash flows of the underlying net asset 
base of the investment.

Purchases and sales of financial assets that require delivery of 
assets within the time frame generally established by regulation 
or convention in the market place are recognised on the trade 
date, being the date that the Group commits to purchase he 
asset.

(i)	 Exploration, evaluation, development and restoration costs

Exploration and evaluation

Exploration and evaluation expenditure incurred by or on behalf 
of the Company is accumulated separately for each area of 
interest. Such expenditure comprises net direct costs and an 
appropriate portion of related overhead expenditure, but does 
not include general overheads or administrative expenditure not 
having a specific connection with a particular area of interest.

Exploration and evaluation costs in relation to separate areas 
of interest for which rights of tenure are current are brought to 
account in the year in which they are incurred and carried forward 
provided that:

n	 such costs are expected to be recouped through successful 
development and exploitation of the area, or alternatively 
through its sale; or

n	 exploration and/or evaluation activities in the area have not 
yet reached a stage which permits a reasonable assessment 
of the existence or otherwise of economically recoverable 
reserves.

Once a development decision has been taken, all past and future 
exploration and evaluation expenditure in respect of the area 
interest is aggregated within costs of development.

Exploration and evaluation – impairment

The Directors assess at each reporting date whether there is an 
indication that an asset has been impaired and for exploration 
and evaluation cost whether the above carry forward criteria are 
met.

Accumulated costs in respect of areas of interest are written 
off or a provision made in the Income Statement when the 
above criteria do not apply or when the Directors assess that 
the carrying value may exceed the recoverable amount. The 
costs of productive areas are amortised over the life of the area 
of interest to which such costs relate on the production output 
basis, provisions would be reviewed and if appropriate, written 
back.

Development

Development expenditure incurred by or on behalf of the 
Company is accumulated separately for each area of interest in 
which economically recoverable reserves have been identified 
to the satisfaction of the directors. Such expenditure comprises 
net direct costs and, in the same manner as for exploration 
and evaluation expenditure, an appropriate portion of related 
overhead expenditure having a specific connection with the 
development property.

All expenditure incurred prior to the commencement of 
commercial levels of production from each development property 
is carried forward to the extent to which recoupment out of 
revenue to be derived from the sale of production from the 
relevant development property, or from the sale of that property, 
is reasonably assured.

No amortisation is provided in respect of development properties 
until a decision has been made to commence mining. After this 
decision, the costs are amortised over the life of the area of 
interest to which such costs relate on a production output basis.

Restoration

Provisions for restoration costs are recognised when the 
Company has a present obligation (legal or constructive) as 
a result of a past event, and it is probable that an outflow of 
resources embodying economic benefits will be required to settle 
the obligation and a reliable estimate can be made of the amount 
of the obligation.

If the effect of the time value of money is material, provisions 
are determined by discounting the expected cash flows at a pre-
tax rate that reflects current market assessments of the time 
value of money and, where appropriate, the risks specific to the 
liability.

When discounting is used, the increase in the provision due to 
the passage of time is recognised as a finance cost.
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Remaining mine life

In estimating the remaining life of the mine at each mine property 
for the purpose of amortisation and depreciation calculations, 
due regard is given not only to the volume of remaining 
economically recoverable reserves but also to limitations 
which could arise from the potential for changes in technology, 
demand, product substitution and other issues that are 
inherently difficult to estimate over a lengthy time frame.

(j)	 Mine property held for sale

Where the carrying amount of mine property and related assets 
will be recovered principally through a sale transaction rather 
than through continuing use, the assets are reclassified as Mine 
Property Held for Sale and carried at the lower of the assets’ 
carrying amount and fair value less costs to sell – where such 
fair value can be reasonably determined, and otherwise at 
its carrying amount. Liabilities and provisions related to mine 
property held for sale are similarly reclassified as Liabilities 
– Mine Property Held for Sale and, Provisions – Mine Property 
Held for sale, as applicable, and carried at the value at which the 
liability or provisions expected to be settled.

(k)	 Trade and Other Receivables

Trade receivables, which generally have 5-30 day terms, are 
recognised and carried at original invoice amount less an 
allowance for any uncollectible amounts.

An estimate for doubtful debts is made when collection of the 
full amount is no longer probable. Bad debts are written off when 
identified.

(l)	 Cash and cash equivalents

Cash and short-term deposits in the balance sheet comprise 
cash at bank and in hand and short-term deposits with an 
original maturity of three months or less.

For the purposes of the Statement of Cash Flows, cash and cash 
equivalents consist of cash and cash equivalents as defined 
above, net of any outstanding bank overdrafts, if any.

(m)	Other provisions

Provisions are recognised when the Group has a present 
obligation (legal or constructive) as a result of a past event, it 
is probable that an outflow of resources embodying economic 
benefits will be required to settle the obligation and a reliable 
estimate can be made of the amount of the obligation.

Where the Group expects some or all of a provision to be 
reimbursed, for example under an insurance contract, the 
reimbursement is recognised as a separate asset but only when 
the reimbursement is virtually certain. The expense relating to 
any provision is presented in the income statement net of any 
reimbursement.

If the effect of the time value of money is material, provisions are 
determined by discounting the expected future cash flows at a 
pre-tax rate that reflects current market assessments of the time 
value of money and, where appropriate, the risks specific to the 
liability.

When discounting is used, the increase in the provision due to 
the passage of time is recognised as a finance cost.

(n)	 Employee Entitlements

Liabilities for wages and salaries are recognised and are 
measured as an amount unpaid at the reporting date at current 
pay rates in respect of employee’s services up to that date. 
Current employee contracts do entitle them to annual leave and 
long service leave. A liability in respect of superannuation at the 
current superannuation guarantee rate has been accrued at the 
reporting date.

(o)	 Share-based payments

An employee share option scheme has been established where 
selected employees, consultants, contractors and Directors of 
the Company are issued with options over ordinary shares in 
Capital Mining Limited. The options, issued for nil consideration, 
are issued in accordance with a performance review by the 
Directors. The options cannot be transferred and will not be 
quoted on the ASX. Options expire if not exercised 1 month 
after a participant resigns from the Company. The cost of these 
equity-settled transactions is determined by reference to the 
fair value at the date at which they are granted. The fair value of 
the options is determined by using the Black and Scholes option 
pricing model.

The cumulative expense recognised for equity-settled 
transactions at each reporting date until vesting date reflects 
(a) the extent to which the vesting period has expired and (b) 
the number of awards that, in the opinion of the Directors of the 
Company, will ultimately vest. This opinion is formed based on 
the best available information at balance date. 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. 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. The Company has applied 
the requirements of AASB 1 “First-time Adoption of Australian 
Equivalents to International Financial Reporting Standards” 
in respect of equity-settled awards and has applied AASB 2 
“Share-Based Payments” only to equity instruments granted 
after 7 November 2002 that had not vested on or before 
1 January 2005.

(p)	 Leases

Finance leases, which transfer to the Company substantially 
all the risks and benefits incidental to ownership of the leased 
item, are capitalised at the inception of the lease at the fair value 
of the leased property or, if lower, at the present value of the 
minimum lease payments.

Lease payments are apportioned between the finance charges 
and reduction of the lease liability so as to achieve a constant 
rate of interest on the remaining balance of the liability. Finance 
charges are charged directly against income.

Capitalised leased assets are depreciated over the shorter of the 
estimated useful life of the asset or the lease term.
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Leases where the lessor retains substantially all the risks and 
benefits of ownership of the asset are classified as operating 
leases. Initial direct costs incurred in negotiating an operating 
lease are added to the carrying amount of the leased asset and 
recognised over the lease term on the same bases as the lease 
income.

Operating lease payments are recognised as an expense in the 
income statement on a straight-line basis over the lease term.

(q)	 Revenue

Revenue is recognised to the extent that it is probable that the 
economic benefits will flow to the Company and the revenue can 
be reliably measured. The following specific recognition criteria 
must also be met before revenue is recognised:

Sale of goods

Revenue is recognised when the significant risks and rewards 
of ownership of the goods have passed to the buyer and can be 
measured reliably. Risks and rewards are considered passed to 
the buyer at the time of delivery of the goods to the customer.

Interest

Revenue is recognised as the interest accrues (using the 
effective interest method, which is the rate that exactly discounts 
estimated future cash receipts through the expected life of the 
financial instrument) to the net carrying amount of the financial 
asset.

Dividends

Revenue is recognised when the shareholders’ right to receive 
the payment is established.

(r)	 Income tax

Current tax assets and liabilities for the current and prior periods 
are measured at the amount expected to be recovered from 
or paid to the taxation authorities. The tax rates and tax laws 
used to compute the amount are those that are enacted or 
substantively enacted at the balance sheet date.

Deferred income tax is provided 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 liabilities are recognised for all taxable 
temporary differences:

n	 except where the deferred income tax liability 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; and

n	 in respect of taxable temporary differences associated with 
investments in subsidiaries, associates and interests in 
joint ventures, except where the timing of the reversal of the 
temporary differences can be controlled and it is probable 
that the temporary differences will not reverse in the 
foreseeable future.

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:

n	 except 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; and

n	 in respect of deductible temporary differences associated 
with investments in subsidiaries, associates and interests 
in joint ventures, deferred tax assets are only recognised to 
the extent that it is probable that the temporary differences 
will reverse in the foreseeable future and taxable profit will 
be available against which the temporary differences can be 
utilised.

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

Income taxes relating to items recognised directly in equity are 
recognised in equity and not in the income statement.

(s)	 Other taxes

Revenues, expenses and assets are recognised net of the 
amount of GST except:

where the GST incurred on a purchase of goods and services is 
not recoverable from the taxation authority, in which case the 
GST is recognised as part of the cost of acquisition of the asset 
or as part of the expense item as applicable; and

n	 receivables and payables are stated with the amount of GST 
included.

The net amount of GST recoverable from, or payable to, the 
taxation authority is included as part of receivables or payables 
in the balance sheet.

Cash flows are included in the Cash Flow Statement on a 
gross basis and the GST component of cash flows arising from 
investing and financing activities, which is recoverable from, or 
payable to, the taxation authority are classified as operating 
cash flows.

Commitments and contingencies are disclosed net of the 
amount of GST recoverable from, or payable to, the taxation 
authority.
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(t)	 Currency

Both the functional and presentation currency is Australian dollars (A$).

(u)	 Comparatives

Where applicable, comparative figures have been adjusted to conform with any changes in presentation for the current financial year.

(v)	 Investment in Controlled Entities

The Company’s investment in its controlled entities is accounted for under the equity method of accounting in the Company’s 
financial statements. There were no investments in controlled entities as at 30 June 2007.

			   2007	 2006
			   $	 $

2. REVENUE FROM ORDINARY ACTIVITIES

Interest received – other persons/corporation		  51,433	 16,877

			   51,433	 16,877

3. INCOME TAX

(a) Income tax expense
Current tax		  –	 –
Deferred tax		  –	 –
(Over) under provision in prior years		  –	 –
			   –	 –

Income tax expense is attributable to:
Profit from continuing operations		  –	 –
Aggregate income tax expense		  –	 –

(b) Numerical reconciliation of income tax expense to prima facie tax payable
Losses from continuing operations before income tax expense		  –	 –
Tax at the Australian tax rate of 30%		  –	 –
Tax effect of amounts which are not deductible (taxable) in calculating taxable income:	 –	
Additional deductions		  –	 –
(Over) under provision prior year		  –	 –
Non-allowable deductions		  –	 –
Other		  –	 –
Income taxes not brought to account

(c) Current tax liabilities
Balance at beginning of year		  –	 –
Income tax paid		  –	 –
Current year’s income tax on profit		  –	 –
Under (over) provided in prior year		  –	 –
Balance at end of year		  –	 –



35CAPITAL MINING LIMITED

	

No provision for income tax is considered necessary in respect of the Company for the period ended 30 June 2007.

No recognition has been given to any future income tax benefit which may arise from operating losses not claimed for tax purposes. 
The Company has estimated its losses not claimed of $426,308. These amounts have not been brought to account in calculating any 
future tax benefit.

A benefit of 30% of approximately $127,892 will only be obtained if:

n	 	the Company derives future assessable income of a nature and of an amount sufficient to enable the benefit from the deductions 
for the losses to be realised,

n	 	the Company continues to comply with the conditions for deductibility imposed by the law, and

n	 	no changes in tax legislation adversely affect the Company in realising the benefit from the deductions for the losses, i.e. current 
tax legislation permits carried forward tax losses to be carried forward indefinitely.

No franking credits are available for subsequent years.

Tax consolidation

The Tax Consolidation scheme is not applicable to the company.

			   2007	 2006
			   $	 $

4. AUDITORS’ REMUNERATION

Total amounts receivable by the current auditors of the Company for:
Audit of the Company’s accounts		  5,000	 –
Other services – Independent Accountant’s Report for IPO Prospectus		  4,534	 –

			   9,534	 –

5. CASH AND CASH EQUIVALENTS

Cash at Bank		  348,231	 155,722
Cash on Deposit		  2,800,000	 108,236

			   3,148,231	 263,958

6. RECEIVABLES – CURRENT

Interest		  –	 –
Refund for GST paid		  25,458	 4,279

			   25,458	 4,279

7. TENEMENT SECURITY DEPOSITS

Cash with government mines department		  70,000	 –

These deposits are restricted so that they are available for any rehabilitation that may be required on exploration tenements (refer to 
Note 20).
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			   2007	 2006
			   $	 $

8. PLANT AND EQUIPMENT

Plant and equipment – at cost		  40,000	 –
Accumulated depreciation		  (756)	 –

			   39,244	 –

Reconciliation of the carrying amount of plant and equipment 
at the beginning and end of the current and previous financial year

Carrying amount at beginning		  –	 –
Additions		  40,000	 –
Disposals		  –	 –
Depreciation expense		  (756)	 –

			   39,244	 –

9. DEFERRED EXPLORATION AND EVALUATION EXPENDITURE

Costs brought forward		  –	 –
Costs incurred during the period		  143,304	 –
Costs carried forward		  143,304	
Exploration expenditure costs carried forward are made up of:

Expenditure on joint venture areas		  –	 –
Expenditure on non joint venture areas		  143,304	 –

Costs carried forward		  143,304	 –

The above amounts represent costs of areas of interest carried forward as an asset in accordance with the accounting policy set 
out in Note 1. The ultimate recoupment of deferred exploration and evaluation expenditure in respect of an area of interest carried 
forward is dependent upon the discovery of commercially viable reserves and the successful development and exploitation of the 
respective areas or alternatively sale of the underlying areas of interest for at least their carrying value. Amortisation, in respect of the 
relevant area of interest, is not charged until a mining operation has commenced.

			   2007	 2006
			   $	 $

10. CURRENT LIABILITIES – PAYABLES

Trade creditors	

Accrued expenses		  5,000	 –
Loan to Heemeskirk Resources Pty Ltd		  1,646	 1,646
PAYG Tax withheld payable		  3,408	 –

			   35,985	 1,646

11. CONTRIBUTED EQUITY

Share capital	

39,610,500 ordinary shares fully paid		  3,740,804	 545,100
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Movements in ordinary share capital	 Date	 Number of shares	 Issue price	 $

Shares issued to initial Shareholders	 01-07-06	 150	 Various	 545,100
Shares split (150,000 for 1) for initial shareholders	 20-03-07	 22,499,850	 –	 –
Shares issued for cash in IPO	 20-03-07	 17,110,500	 $0.20	 3,422,100
Costs of IPO share issue		  –	 –	 (226,396)

Balance at end of current financial period	 30-06-07	 39,610,500		  3,740,804

Terms and conditions of contributed equity

Ordinary Shares

Ordinary shares have the right to receive dividends as declared and, in the event of winding up the Company, to participate in the 
proceeds from the sale of all surplus assets in proportion to the number of and amounts paid up on shares held.

Ordinary shares entitle their holder to one vote, either in person or by proxy, at a meeting of the Company. Option holders have no 
voting rights until the options are exercised.

Options

There are 500,000 options outstanding which expire on 22 March 2012, which are exercisable at 25 cents (250,000) and 30 cents 
(250,000). These options were issued during the current period.

			   2007	 2006
			   $	 $

Options expense reserve	
Balance at 1 July 2006		  –	 –
Options transferred to reserve		  86,250	 –

			   86,250	 –

12. RESERVES

Balance at the beginning of period		  –	 –
Share-based payments reserve		  86,250	 –

			   86,250	 –

13. LOSS PER SHARE

Basic loss per share (cents per share) 0.20 cents.	 (0.013)	 –

Diluted loss per share has not been calculated as the Company made a loss 
for the year hence the impact would be to reduce the loss per share.

Weighted average number of ordinary shares on issue used in the calculation of basic 
and diluted loss per share is 11,069,302 (2006 – not calculated due to 
different share structure) .

Loss used in calculating basic and diluted loss per share	 $148,457	 –

Conversion, call, subscription or issue after 30 June 2007:

Since the end of the financial period there have been no other conversions to, call of, or subscriptions for ordinary shares or issues of 
potential ordinary shares since the reporting date and before the completion of these financial statements.
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14. REMUNERATION AND RETIREMENT BENEFITS

(a)	 Directors’ remuneration

The following table outlines the nature and amount of the elements of the remuneration of specified Directors of the Company for the 
period ended 30 June 2007.
				    Superannuation
	 Salary	 Directors	 Consulting	 Contributions	 Options	 Shares	 Total
2007	 $	 Fees	 Fees	 $	 $	 $	 $

Richard Hine	 –	 –	 23,220	 –	 –		  23,220
Robert McCauley	 15,995	 –	 –	 1,395	 86,250	 –	 103,640
Christopher Ablett	 –	 –	 9,570	 –	 –		  9,570

		  15,995	 –	 32,790	 1,395	 86,250	 –	 136,430

		  Value of					   
	 Shares	 Shares					     Total
2007	 Number	 $					     $

Richard Hine	 –	 –					     –
Robert McCauley	 –	 –					     –
Christopher Ablett	 –	 –					     –

		  –	 –					     –

Directors’ interests in shares and options in the Company are set out in Note 15.

(b) Executive Officers’ remuneration, shares and options

Other than Directors, there are no other officers who satisfy the definition of “Executive Officers” who are or were involved in, 
concerned with, or who take part in, the management of the affairs of Capital Mining Limited and/or related bodies corporate.

15. RELATED PARTY DISCLOSURES

The Directors in office during the period were Richard Hine, Robert McCauley and Christopher Ablett.

Since the date of incorporation interests and movements in the shares and options of the Company held by Directors and their 
Director-related entities as at 30 June 2007:

Fully Paid Ordinary Shares

at 30 June 2007
	 Balance	 After Share	 Net Changes	 Balance	 Balance Held
Directors	 1.7.06	 Split	 Number	 30.6.07	 Nominally Number

Richard Hine	 60*	 9,000,000	 –	 9,000,000	 –
Robert McCauley	 30*	 4,500,000	 (350,000)	 4,150,000	 4,150,000
Christopher Ablett	 40*	 6,000,000	 –	 6,000,000	 –

	 130*	 19,400,000	 (350,000)	 19,150,000	 4,150,000

Options

at 30 June 2007
	 Balance	 Net Changes	 Balance	 Balance Held
Directors	 1.7.06	 Number	 30.6.07	 Nominally Number

Richard Hine	 –	 –	 –	 –
Robert McCauley	 –	 500,000	 500,000	 250,000
Christopher Ablett	 –	 –	 –	 –

	 –	 500,000	 500,000	 250,000

* Shares split by 1 for 150,000. No new shares acquired on that date.

Directors interests in shares and Options includes holdings in their names and in the names of director related entities.
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Remuneration options: Granted and vested during the year

During the financial year options were granted as equity compensation benefits to following specified directors as disclosed below. 
The options were issued free of charge. Each option entitles the holder to subscribe for one fully paid ordinary share in the entity at 
specified exercise prices and within the specified time prior to expiry of the options.

				    Terms & Conditions for each Grant

				    Value per
				    option at	 Exercise
	 Vested	 Granted		  grant date	 price per
Specified Directors	 Number	 Number	 Grant Date	 $	 $	 Expiry Date

Robert McCauley	 –	 250,000	 22.3.2007	 0.175	 0.25	 22.3.2012
Robert McCauley		  250,000	 22.3.2007	 0.17	 0.30	 22.3.2012

Total	 –	 500,000

No options were granted to Directors during the current period under the Company’s Employees Option Plan. Shares and options 
held by Directors included those held by the Directors and their Director-related entities, including the spouses of such Directors and 
relatives of such Directors. All shares and options, were issued or granted on terms no more favourable than to other shareholders or 
option holders.

Richard Hine is an employee and Director of and has a significant financial interest in Heemskirk Resources Pty Limited, a company 
that provided technical services to the Company during the period. Services provided during the period ended 30 June 2007, which 
are referred to in the remuneration of Directors in Note 14, amounted to $23,220.

Robert McCauley is an employee and a Director and has a significant financial interest in Robert J McCauley & Associates, a 
partnership that provides, land, mining & engineering surveying services management services to the Company. Services provided 
during the period ended 30 June 2007 amounted to $Nil, this amount is included in the remuneration of Directors in Note 14.

Christopher Ablett is a Director of and has significant financial interest in Ablex Pty Ltd, a company that provides exploration and 
surveying services to the Company. Services provided during the period ended 30 June 2007 amounted to $9,570, this amount is 
included in the remuneration of Directors in Note 14.

Services provided by Director-related entities were under normal commercial terms and conditions. No other benefits have been 
received or are receivable by Directors, other than those already disclosed in the notes to the accounts.

16. FINANCIAL REPORT BY SEGMENT

The Company operates predominantly in the one business and in one geographical area, namely Australian mineral exploration and 
evaluation.

17. CONTINGENT LIABILITIES AND GUARANTEES

The Group has provided guarantees totalling $70,000 in respect of mining tenements. These guarantees in respect of mining 
tenements are secured against deposits with the relative State Department of Mines. The Company does not expect to incur any 
material liability in respect of the guarantees.

18. EMPLOYEE ENTITLEMENTS

An employee share option plan has been established where selected officers and employees of the Company can be issued with 
options over ordinary shares in Capital Mining Limited. The options, issued for nil consideration, will be issued in accordance with a 
performance review by the Directors. The options cannot be transferred and will not be quoted on the ASX. The Company has not yet 
made an issue under the Plan.
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Notes to and Forming Part of the Accounts

19. FINANCIAL INSTRUMENTS

Interest rate risk exposure

At balance date, the Company was exposed to a floating weighted average interest rate as follows:

	 Weighted		  Fixed	
	 Average	 Floating	 maturing less	 Non-interest
	 Interest Rate	 Interest	 than 1 perioed	 Bearing	 Total 
30 June 2006	 %	 $	 $	 $	 $

Financial Assets
Cash balances	 4.7%	 155,722	 108,236	 –	 263,958

Financial Liabilities

30 June 2007

Financial Assets
Cash balances	 5.0%	 348,231	 2,800,000	 –	 3,148,231

Financial Liabilities

Bank negotiable certificates of deposit are normally invested for 30 days and other cash at bank balances are at call. All other 
financial assets and liabilities are non-interest bearing.

Net fair value of financial assets and liabilities, on balance sheet and credit risk

The net fair value of cash and cash equivalents and non-interest bearing monetary financial assets and financial liabilities of the 
Company approximates their carrying value. Credit risk is minimal at balance date.

20. COMMITMENTS

Exploration licence expenditure requirements

In order to maintain the Company’s tenements in good standing with the various mines departments, the Company will be required 
to incur exploration expenditure under the terms of each licence. These expenditure requirements will diminish as the Company joint 
ventures projects to third parties. It is the Company’s exploration strategy to farm-out where appropriate to larger companies to fund 
drilling programmes. In addition, the Company has commitments to expend funds towards earning or retaining an interest under joint 
venture agreements.
			   2007	 2006
			   $	 $

Payable not later than one year		  204,500	 –
Payable later than one year but not later than two years		  204,500	 –

			   409,000	 –

It is likely that the granting of new licences and changes in licence areas at renewal or expiry, will change the expenditure commitment 
to the Company from time to time.
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21. SUBSEQUENT EVENTS

There have been no material events subsequent to 30 June 2007, apart from those shown below:

1)	 On 27 August 2007 Capital Mining Limited announced the issue of 2 million 20 cent exercise price options by way of a placement 
to advisers who assisted in the Company’s successful listing on the ASX earlier this year. The Options were issued on similar 
terms to those being issued under a prospectus of a non-renounceable 1:3 entitlement to existing shareholders (see item 2 
below). The options were issued at 1 cent have approximately a three year term and expire on 18 October 2010. This placement 
raised $20,000.00.

2)	 On 29 August 2007 Capital Mining Limited announced and released a Short Form Prospectus in relation to a non-renounceable 
1:3 entitlement offer of 20 cent exercise price options to existing shareholders as at a record date of 24 September 2007. These 
Options will be issued at a price of 1 cent and will have a three year maturity, expiring on 18 October 2010. It is anticipated that if 
all eligible shareholders take up the offer, there will be 13,203,500 options issued, raising an additional $132,035.

			   2007	 2006
			   $	 $

22. STATEMENT OF CASH FLOWS

Reconciliation of net cash outflow from operating activities to 
operating loss after income tax

(a)	 Operating (loss) after income tax		  (148,457)	 (112,155)
	 Depreciation		  756	 –
	 Formation expenses		  329	 329
	 Share/Option based payments for services		  86,250	 –

	 Change in assets and liabilities:
	 (Increase)/decrease in receivables		  (28,964)	 (3,258)
	 (Decrease)/increase in trade and other creditors		  34,339	 (875)

	 Net cash outflow from operating activities		  (55,747)	 (115,959)

(b)	 For the purpose of the Statement of Cash Flows, cash includes cash on hand, 
	at bank, deposits and bank bills used as part of the cash management function. 
The Company does not have any unused credit facilities.

	 The balance at 30 June 2007 comprised:
	 Cash assets		  348,231	 155,722
	 Bank deposits (Note 5)		  2,800,000	 108,236

	 Cash on hand		  3,148,231	 263,958

23. CORPORATE INFORMATION

The financial report of the Group for the year ended 30 June 2007 was authorised for issue in accordance with a resolution of the 
Directors on 28 September 2007.

Capital Mining Limited is a company limited by shares and incorporated in Australia. Its shares are publicly traded on the Australian 
Stock Exchange under the ticker code “CMY”.
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Directors’ Declaration

In accordance with a resolution of the Directors of Capital Mining Limited, I state that:

(1)	 In the opinion of the Directors:

(a)	financial statements and notes of the Company are in accordance with the Corporations Act 2001, including:

(i)	 giving a true and fair view of the Company’s financial position as at 30 June 2007 and of its performance for the year 
ended on that date; and

(ii)	 complying with Accounting Standards and the Corporations Regulations 2001; and

(b)	there are reasonable grounds to believe that the Company will be able to pay its debts as and when they become due and 
payable.

(2)	 This declaration has been made after receiving the declarations required to be made to the Directors in accordance with section 
295A of the Corporations Act 2001 for the financial year ended 30 June 2007.

On behalf of the Board

Robert J McCauley
Chief Executive Officer/Director

Sydney
28 September 2007
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Directors’ Declaration

AJD:KG

26 September 2007

The Directors

Capital Mining Limited

72 Dundas Court

Phillip ACT 2606

Dear Sirs,

AUDITOR’S INDEPENDENCE DECLARATION TO THE DIRECTORS OF CAPITAL MINING LIMITED

In relation to our audit of the financial report of Capital Mining Limited for the financial year ended 30 June, 2007, to the best of our 

knowledge and belief, there have been no contraventions of the auditor independence requirements of the Corporations Act 2001 or 

any applicable code of professional conduct.

Yours faithfully

BARNES DOWELL JAMES

A.J. DOWELL
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To members of Capital Mining Limited

Scope

We have audited the financial report of Capital Mining Limited for the financial period ended 30 June 2007 as set out on 
pages 26 to 43.

The Company’s Directors are responsible for the financial report.  We have conducted an independent audit of this financial report in 
order to express an opinion on it to the members of the Company.

Our audit has been conducted in accordance with Australian Auditing Standards to provide reasonable assurance whether the 
financial report is free of material misstatement.  Our procedures included examination, on a test basis, of evidence supporting 
the amounts and other disclosures in the financial report and the evaluation of accounting policies and significant accounting 
estimates. These procedures have been undertaken to form an opinion whether, in all material respects, the financial report is 
presented fairly in accordance with Accounting Standards and other mandatory professional reporting requirements in Australia and 
statutory requirements so as to present a view which is consistent with our understanding of the company’s financial position, and 
performance as represented by the results of its operations and its cash flows.

The audit opinion expressed in this report has been formed on the above basis.

Independence
In accordance with ASIC Class Order 05/83, we declare to the best of our knowledge and belief that the auditor’s independence 
declaration set out on page 43 has not changed as at the sate of providing our audit opinion.

Audit opinion

In our opinion, the financial report of Capital Mining Limited is in accordance with:

(a) the Corporations Act 2001, including:

(i)	 giving a true and fair view of the company’s financial position as at 30 June 2007 and its performance for the period ended on 
that date; and

(ii)	 complying with Accounting Standards in Australia and the Corporations Regulations 2001; and

(b) other mandatory professional reporting requirements in Australia.

Barnes Dowell James 	 Anthony Dowell

Chartered Accountants 	 Partner

Level 13, 122 Arthur St 	 28 September 2007
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Corporate Governance Statement

The Board of Directors of Capital Mining Limited (CMY) is 
responsible for corporate governance and strives for high 
standards in this regard. The Board monitors the business and 
affairs of CMY on behalf of the shareholders by whom they are 
elected and to whom they are accountable. The Board draws 
on relevant best practice principles particularly those issued 
by the ASX Corporate Governance Council in March 2003. At a 
number of its meetings the Board examined the CMY corporate 
governance practices and the progress towards a review of its 
practice compared to the best practice principles proposed by 
the ASX Corporate Governance Council. While CMY is attempting 
to adhere to the principles proposed by ASX, it is mindful 
that there may be some instances where compliance is not 
practicable for a company of CMY’s size.

The March 2003 Australian Stock Exchange Corporate 
Governance Council publication “Principles of Good Corporate 
Governance and Best Practice Recommendations” is 
for guidance purposes, however all listed companies are 
required to disclose the extent to which they have followed the 
recommendations; to identify any recommendations that have 
not been followed; and reasons for not doing so. The Company’s 
Board of Directors has reviewed the recommendations. In 
many cases the Company was already achieving the standard 
required. In other cases the Company will have to consider 
new arrangements to enable compliance. In a limited number 
of instances, the Company may determine not to meet the 
standard set out in the recommendations, largely due to the 
recommendation being considered by the Board to be unduly 
onerous for a company of this size.

A set of Revised Principles were issues by ASX in August 2007. 
Icon will be reviewing these in the 2007-08 year with a view to 
reporting against the eight revised principles in the following 
year.

The following paragraphs set out the Company’s position relative 
to each of the 10 principles contained in the ASX Corporate 
Governance Council’s report.

Principle 1: Lay solid foundations for management and 
oversight

The Company has not yet formalised and disclosed the functions 
reserved to the Board and those delegated to management. 
However, the Company has a small Board of three Directors (two 
Non-Executive Directors and the Managing Director) and a small 
team of people, so roles and functions have to be flexible to meet 
specific requirements.

Principle 2: Structure the Board to add value

The Company complies with most of the recommendations 
within this area as the Chairman is separate from the 
Executive Director. The Company does not comply with the 
recommendation that a majority of Directors are independent, 
because one is an Executive Director and the Chairman 
is a substantial shareholder and the third Non-executive 
Director represents an associated company and a substantial 
shareholder. The Company has a Board nomination committee.

Two of the Company’s three Directors are non-executives, and 
the employer of both of the non-executives has undertaken 
“material” consultancy work for the Company within the past 
three years. Each Director of the Company has the right to seek 
independent professional advice at the expense of the Company. 
Prior approval of the Chairman is required, but this will not be 
unreasonably withheld.

Principle 3: Promote ethical and responsible decision-making

The Company has a policy concerning trading in its securities by 
Directors, management, staff and significant consultants which 
is set out below. The Company does not have a formal code 
of conduct, again reflecting the Company’s size and the close 
interaction of individuals throughout the organisation.

Principle 4: Safeguard integrity in financial reporting

At this stage the Company’s financial statements are prepared 
by an external accountant who confirms to the Board in writing 
that the Company’s financial reports represent a true and 
fair view, in all material respects, of the Company’s financial 
condition and operational results and are in accordance with 
relevant accounting standards. The Managing Director reviews 
and approves the financial statements before they are submitted 
to the Audit Committee and also confirms this in writing to the 
Board.

The Company has no Audit Committee, and the Board of 
Directors acts in this regard. The directors have applicable 
expertise and skills for this task. This structure does not meet 
the ASX’s guidance regarding independence, in that it should 
have a separate committee and majority of independent 
directors. The Board reviews the performance of the external 
auditors (including scope and quality of the audit).
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Principle 5: Make timely and balanced disclosure

The Company, its Directors and consultants are very aware of 
the ASX’s continuous disclosure requirements and operate in 
an environment where strong emphasis is placed on full and 
appropriate disclosure to the market. Whilst the Company does 
not have formal written policies regarding disclosure, it uses 
strong informal systems underpinned by experienced individuals. 
The Company maintains a register of matters considered for 
possible market disclosure.

Principle 6: Respect the rights of shareholders

All significant information disclosed to the ASX is posted on the 
Company’s website as soon as it is disclosed to the ASX. When 
analysts are briefed on aspects of the Group’s operations, the 
material used in the presentation is released to the ASX and 
posted on the Company’s website. Procedures have also been 
established for reviewing whether any price sensitive information 
has been inadvertently disclosed, and if so, this information is 
also immediately released to the market.

Whilst the Company does not have a communications strategy 
to promote effective communication with shareholders, as it 
believes this is excessive for small companies, the Company 
does communicate regularly with shareholders. The Company 
has requested the external auditor to attend general meetings 
and this has been supported by the Company’s audit partner at 
Barnes Dowell James.

Principle 7: Recognise and manage risk

The Company is a small, exploration company and does not 
believe that at this stage there is significant need for formal 
policies on risk oversight and management of risk, although these 
issues are actively considered at all times in the Company’s 
activities. Risk management arrangements are the responsibility 
of the Board of Directors and senior management collectively. Risk 
Factors is an agenda item for each Board meeting. The company 
has an Occupational Health and Safety policy with which all of the 
Company’s staff, contractors and consultants must comply.

Principle 8: Encourage enhanced performance

The Company has a Remuneration Committee of Richard Hine 
and Christopher Ablett which meets as and when required, to 
review performance matters and remuneration. There has been 
no formal performance evaluation of the Board during the past 
financial period, although its composition will be reviewed at a 
Board meeting at least annually. The Directors work closely with 
management and have full access to all the Company’s files and 
records.

Principle 9: Remunerate fairly and responsibly

Directors believe that the size of the Company makes individual 
salary and consultant negotiations more appropriate than 
formal remuneration policies. The Remuneration Committee will 
seek independent external advice and market comparisons as 
necessary. In accordance with Corporations Act requirements, 
the Company discloses the fees or salaries paid to all Directors, 
plus the five highest paid officers. The Company has an Employee 
Share Option Plan that was introduced in 2007 but has not made 
an issue under the Plan at this time.

Principal 10: Recognise the legitimate interests of stakeholders

Due to the Company’s size and relative level of operational activity 
which makes legal compliance a less onerous task than with 
larger companies, the Company does not have a formal code of 
conduct to guide compliance with legal and other obligations. The 
Board of Directors continues to review the situation to determine 
the most appropriate and effective operational procedures.

Ethical Standards

The Board’s policy is for the Directors and management to 
conduct themselves with the highest ethical standards. All 
Directors and employees will be expected to act with integrity 
and objectivity, striving at all times to enhance the reputation and 
performance of the Company.

Securities Trading and Trading Windows

Directors, employees and key consultants must consult with the 
Chairman of the Board or the Executive Director before dealing 
in shares of the Company. Purchases or sales in the Company’s 
shares by Directors, employees and key consultants may not be 
carried out at any time whilst in possession of price sensitive 
information and for 24 hours after any major announcements, the 
release of the Company’s annual financial results to the ASX and 
the annual general meeting.

Corporate Governance Statement
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Shareholder Information

Information relating to shareholders at 21 September 2007 (per ASX Listing Rule 4.10) 

Substantial Shareholders	 	 Shareholding

Mr Richard Hine		  9,000,000
Mr Chris Ablett		  6,000,000
Chakola Gold Pty Ltd		  4,050,000

Distribution of Shareholders		

Number of ordinary shares held	 Number of Holders	 Ordinary Shares

1 – 1,000	 11	 5,597
1,001 – 5,000	 46	 153,345
5,001 – 10,000	 159	 1506,756
10,001 – 100,000	 312	 10,562,376
100,001 – and over	 43	 27,382,426

	 571	 39,610,500

At the prevailing market price of 25.5 cents per share, there are 18 shareholders with less than a marketable parcel of $500.

Top 20 Shareholders of Ordinary Shares as at 21 September 2007	 Shares	 % Shares issued

Mr Richard Hine	 9,000,000	 22.721
Mr Chris Ablett	 6,000,000	 15.147
Chakola Gold Pty Ltd	 4,050,000	 10.225
Walpett Engineering Pty Ltd <Super Fund A/c>	 600,000	 1.515
Mr Patrick Martin Taylor	 450,000	 1.136
Mr Bruce Jones	 450,000	 1.136
Mr Mick McCauley & Mrs Barbara McCauley	 450,000	 1.136
Mrs Annette Mizon <The Bobbin Super Fund A/c>	 300,000	 0.757
Mr Joel Blicharz & J M B Enterprises Pty Ltd	 300,000	 0.757
Mr Kevin Arthur Thomas & Mrs Barbara Thomas <The KBT Super Fund A/c>	 300,000	 0.757
Mr Ian Raymond Relf	 271,000	 0.684
Mr Ramamoorthy Srinivasan & Mrs Bhanumathi Srinivasan	 266,100	 0.672
Mr Oliver Buecher & Mrs Geotgina Buecher	 255,676	 0.645
Mr Robert Ormond Bowyer & Mrs Janise Mary Bowyer	 250,000	 0.631
BT Portfolio Services Limited <The McCauley Super Fund A/c>	 201,450	 0.509
JP & KP Nominees Pty Ltd	 200,000	 0.505
Mr Raul Used <The Raul Used Family A/c>	 200,000	 0.505
Nixon Investments Qld Pty Ltd	 200,000	 0.505
Mr Anthony John Locantro <Silver Boom Superfund A/c>	 180,300	 0.455
Canerise Pty Ltd <Canerise Super Fund A/c>	 180,000	 0.454

Total of top 20 holdings	 24,104,526	 60.854
Other holdings	 15,505,974	 39.146

Total fully paid shares issued	 39,610,500	 100.00

Option Holders as at 21 September 2007	 Options	 % Shares issued

Robert McCauley	 500,000	 20.000
Heath Roberts	 150,000	 6.000
Sidan Enterprises Pty Ltd	 200,000	 8.000
Stanford Hill Pty Ltd	 1,500,000	 60.000
Warinco Services Pty Limited <Waring Super Fund A/C>	 150,000	 6.000

Total Options	 2,500,000	 100.000
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The following shares and options are restricted by ASX:

Ordinary fully paid shares, restricted for 24 months from date of quotation (22 March 2007)	 18,100,000

Employee Share Option Plan

At a Directors Meeting held on 12 May 2006, the Board approved the adoption of the Company’s Employee Share Option Plan. No 
options have been issued under the plan.

Voting rights

There are no restrictions on voting rights. On a show of hands every member present or by proxy shall have one vote and upon a poll 
each share shall have one vote. Where a member holds shares which are not fully paid, the number of votes to which that member 
is entitled on a poll in respect of those part paid shares shall be that fraction of one vote which the amount paid up bears to the total 
issued price thereof. Option holders have no voting rights until the options are exercised.

Audit Committee

At the date of the Report of the Directors, the Company does not have an Audit Committee, in its place the Board of directors meet 
with the auditors at least once during each half-year. These meetings will take place prior to the finalisation of the half-year financial 
statements and Annual Report and prior to the signing of the Audit Report.

Statement under ASX Listing Rule 4.10.19

From the date of admission of the Company’s shares on ASX (22 March 2007) to the date of this Annual Report, the Company has 
used the cash and assets in a form readily convertible to cash that it had at the time of admission in a way consistent with its business 
objectives. Expenditures have been in line with Prospectus estimates.

Shareholder Information




