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Monax Mining Limited
Directors Report
For the period ended 30 June 2005

The directors present their report together with the
financial report of Monax Mining Limited (“the
Company™) for the year ended 30 June 2005 and the
auditor’s report thereon.

Directors

‘The directars o7 the Company at any time during or
since the end ofthe financial year are Robert Michael
Kentiedy, Reginald George Nelson, Glenn Stuart
Davis, Neville Farster Alley. Detafls of directors”
fuafifications, experience and special rezpansibilities
are as follows:

Robert Michael Kennedy, Non-Executive Chairma -
ASAIT, Grad Dip (Systems Analysis), FCA, ACIS, Life
Member AIM, FAICD

A Chartered Accountant and a consultant to Kennedy &
Co, Clartered Aceountants, 4 firm he founded, Heis
also the Chairman of Flinders Diamonds Limited,
Ramelius Resources Limited, Reach Petroleum Limited,
Meximus Resources Limited, GTL Energy Limited and
Greyhound Racing SA Limited and s alzo a Diractor of
the Friendly Societies Medieal Association Limited, and
Greyhounds Australasia.

Special responsibilities include membership of the
Audit, Remumeration; and Nomination Cammittees,

Reginald George Nelson, Non Execurive Director -
BSc, FAUSIMM, FAICD, Life Membey Society aof
Exploration Geophysicists

Reg has aver thirty years® experience jin the expleration,
evaluation and management of m ining and petroleym
prafects,

He is & former Director of M inerai Development for the
Souch Australian Government, in which capacity he was
invalved in mining and cnergy policy matters ar State
and Federal Government Jevels, He was appointed 10 a
special Resources Task Force of industry executives
established by the Premier of South Australia in [999 (o
review the minera) industey i the Seate and recammend
initiatives to stimulate its development,

Since 1992, he has acted ag chief executive or 35 a
director of a number of public companies involved in
mining and petroleum activities, including as chairman
of the Nevoria Gold Mine Jaint Veitture,

Reg has a proven record in pursuing excellence in
eavirahmental matters concerned with petroleum
projects. He was strongly involved in initiating and
impleraenting environmerttal codes of practice for
pefroleum explovation operations in South Australiz
from 1983-89. He has alsg had involvemenr in
achieving successtul resolution of negotiations
associated with Native Title,

He was awarded honorary Life Membership of the
USA-based Society of Exploration Geophysicists iy
1989, He is presently Group Chief Exectitive Qfficer
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and a dirgctor of Bezch Patroleym Limited. Reg is alsq
a director of GTIL Erergy Limited and Remeliys
Resources Limited,

Special responsibilities include membership of the
Remuneration and Nomination Committees,

Dr Neville Alley,
Executive - PaD
Neville iz an interationa ly known earth science
researcher and has wide experience in geological
mappitg and research in Australia and overseas, He
formulated the racens research effort to unravel
palaeochannel systems in southern Austraia. In 2004 he
was awarded the Vereo Madal for his contribution and
[eadership in the earth seiences. He has extensive
experience at senior levels in Government in Canada
and as Director, Minerals, MESA and PIRSA and has a
high level understandin 2 of Governrent policy,
regulation and legislation. He was g Member of the
Resources Taskfares and made a significant
eontribution in setting the SA Government’s stratesies
for reinvigorating the minergls industry and led the
development of Goverpment initiatives such as TEISA
and PACE. Neville has worked ¢] osely with Aberiginal
peaple and the community in developing a higher
profile for the resources industry. He is also a Non
Executive Director of Intermet Limited and Visiting
Research Fellow, Schoo) of Barth and Environmental
Sciences, The Unijversity of Adelaide,

Special responsibilities include membearship of the
Nomination Committes,

Executive Technical Director/Chief

Mr Glenn Stuart Davis, Non Executive Director —
LLB, BEc

Glenn is a Partner in DMAW Lawyers, He has
considerable expertise and experience in eapital
raisings, capital reduetions, aequisitions and takeovers,
managed investment schemes, directors duties and the
requirements of the Corporations Act and the ASX
listing rules. He atso has specialist skills and knowledee
about the resources incustry,

Special rezponsibilities include membership of the
Audit Cammittae,

P.3-23_ .
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Monax Mining Limited
Directors’ Report (continued)

Directors’ meetings

The number of directore’ meetings (including meetings
of committees of directors) and number of meetings
altended by each of the directors of the Company
during the finaneial year gre:

. Boarg
Director Meetings
A g
RM Kennedy 12 12
RG Nelson 12 2
G 5 Dravis 12 12
NF Alley ] 3

A~ Numberof meetings attepded
B— Number of meetings held during the time the
divector held office during the year

It should be noted that the directors have used Cireular
Resolutions to determine the autcome of particular
issnes,

Directors’ holdings of shares and Share
aptions

Directors and their director related paities relsvant
interests in shares and options of the Company are get
out below:

Director Shares
R M Kennedy 2,260,001

Options+
700,000 - (a)
350,000 - (b
350,000 - (=)
700,000 = (a)
350,000 - (hy
330,000 - (c)
700,000 - (a)
350,000 (k)
350,000 - (¢)
800,000 - ()
400,000 - (h)
400,000 — (c)

R G Nelson 1,920,001

G B Davig 2,410,001

NF Alley 3,000,000

*Option details

Exercise price Exercise date

(2) $0.25¢ Any date before 30/6/08
(b) $0.30¢ Any date before 30/6/09
(e} $0.40¢ Any date before 30/6/10

During or since the end of the finaneial year the
company issued 9,590,000 shares to the directors and
their director related entities.

During or sincz the end of the financial year, the
cempany eranted options over unissucd ordinary shares
to the directors and their director-related entities as
follows,

0. 7ES- —F. 423

Director Options Granted
R M Kennedy 700,000 ~ (a)
330,000~ ()
350,000 - (e)
R, G Nelson 760,000 — (a)
350,000 - (b)
350,000 - (c)
G § Davig 700,000 - (a)
350,000 - (k)
350,000 — (¢}
NF Alley 200,000 - (a)
400,000 - (h)
400,000 = (2)
Principal activities

The company’s principal activity is gold, aranjum,
nicke] and minerals exploration,

Review and results of operations
The: net loss after extraordinary items and income tax
was 513,295,

The eonmpany was | ncorporated on 3 August 2004, Mr
R M Kennedy, G § Davis and R G Nelson wera
appointad Directors on this date.

Dr N F Alley was appointed Dicector on 27 January
2003,

The compaay raised $410,003 by way of share eapital.

The eompany is preparing a prospeetus to faciliite an
initial public offer in whick the company will offer up
to 25 million shares at an issue price of 20 cents each
to raise up 1 55 million,

The company has issued 21,232,892 sharas and
5,000,000 options exercisable ar $0.25¢ at any date
before 30 une 2008, 230,000 options exercisable at
530c at any date before 30 June 2009 and 250,000
options exercisable at $40e at any date before 30 June
2010 this financial year.

The company has entered an agrzement with Havilah
Resources NL for the transfer of exploration {icences
EL 2964, EL 3376, EL 3088. In part paymeat for the
teneiments, on signing the Agreement the Company
issted to Havilah 2,138,889 Shares and the following
Options;

500,000 *A? class Options
250,000 ‘B* class Options
250,000 ‘C” elass Options

Upon ASX approval for the quotation of the sharas, the
Company will issue further shares to Havilah such tha
afler the issuz, Havilah will hold 10% of the issued
shares and cptions in the Company.
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Monax Mining Limjted
Directors’ Report (continued)

During the financial year, the Company entered into a
deed of indetmnity with each director wherehy, o the
extent parmitted by the Corporations Act 2004, ehe
Company agreed to indemnify each director against al|
loss and lability iacurred as an officer of the
Company, including ali liability in defending any
relevant proceadings. The deed also outlined the Agure
teinuneration of eack of the Directors upon successful
ASX listing,

The company applied for exploration licences EL
3355, EL 3356, EL3357, EL3358, EL3359, ELA
53/05, ELA 59/05

The company engazed corporate advisors in relation o
the Company’s proposed initial pulilic offer,

Dividends
No dividends have been baid or declared by the
Company since the end of the previous financial year.

State of affuirs

Significant changes in the state of affairs of the
consolidated entity during the financia] year i3 ag
follows:

The Company was incorporated on 3 August 2004

During the vear tha Compary was Preparing a
brospectus of an IPO,

Events subsequent 1o balance date
The company lodged a prospeetus with ASIC on the 12
July 2005,

The Initial Public Offer (*IPO™ openad on 20 ) uly
2005

The company reised a furthar 515,000 by way of issue
share capital,

The company was granted exploration licences EL
3333, EL 3356, EL3357, EL3338, EL 3359 and EL

3394
The company has applied for ELA 336/05.

The IPO was closed on the 3] August 2005 and the
company raised the maxirum subseription of
$5,000,000.

Other than the matter discussed sbove, there [1as 1ok
arisen in the interval between the end of the financial
year and the date of this report any itsm, tiznsaction or
event of a material and unisual nature likely, in the
opinion of the directors of the Company, to affect
significantly the operations of the company the results
of these operations, or the state of affairs of the
consolidated entity, in future financial years,

Likely developments
The company to be listed on the ASX

-3-
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To undertake exploration on the terements that the
SOMpany possesses.

Further information about likely developments in the
operations of the consolidated entity and the expected
results of those operations in futrs financial vears hag
not been included in this report because disclosure ar
the information would be Ij kely to result in
utireasorable prejudice 1o the consolidated entity.

Director’s and Executives/Officers
Remuneration

No remuneration was paid to any of the directors
during the fAnancial year endad 30 June 2003,

Environmental regulation and performance

statement

The Company’s operations are subject (o stamificant
environmental regulations under beth Commonwealth
and South Australian legislation in relation to discharge
of hazardous waste and materials arising from any
mining activities and development conductaq by the
Company on any of its tenements. To date the
Cormpany has not capried out exploration activities apd
thersfore have been no knawn breaches of any
environmental obligations,

Indemnification and insurance of efficers

Indemnification

The Company is required 1o indemnify the directors
and other officers of the Sompany against any liabilities
incurred by the directors and officers thar may arise
fram their position as directors and ofticers of the
Company. No costs were incurred during the year
purstant to this indernnity.

Insurance premiams

The company has not paid insurance premiums in
respect af officers, auditors or former auditars of the
company, either duting or since the end of the year.

Proceedings on behalf of Company

Nao person has applied to the Court under section 237
of the Corporations Act 2001 for leave to bring
proceedings on behalf of the Company or to intervene
in any proceedings to which the Company is a party for
the pwrpose of taking responsibility on behalf of the
Company for ail or part of those proceedings, There
Wwere no such praceedings brought or interventions on
behalf of the Company with leave fiom the Court under
section 237 of the Corporations Act 2001

Now-audit services

The board of directors are satisfied that the provision of
non-audit services during the year js eompetible with
the general standard of independence for auditors
impased by the Corporations Act 2001,
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Monax Mining Limited

Directors® Report (continued)

The directors are satisfied that the services disclosed
below did not compromise the external auditor's
independence as the nature of the services provided do
not compromise the general principles relating ro
auditor independence as set out in the Institute of
Chartered Accountants in Australia and CPA Austizlia
Professional Statement F1: Professional Independence,

The foliowing fees for non audit services were payable
1o the external auditors during the year ended 50 june
2005:

- Independent Accountants Report 6,000

Auditors independence

The auditor's independence deciaration: for the year
ended 30 June 20035 has been recejved and can be
found on page 5 to this Ireport.

Dated a: Adelaide this |2 day of {0 e, 2005,
Signeq“i.%c:cordance with a resolution of the directors:
=

Robert Michael Kennedy
Directar

4
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Grant Thornton &

Chartered Accountants and Buriness Advisars

AUDITOR'S INDEPENDENCE DECLARATION
TOTHE DIRECTORS OF MONAX MINING LIMITED

I declare that, to the best of my knowledge and belief, during the period ended 30 June
2005 there have bear:

{8} no contravertions of the audilor independence requirements of the Corporations Act
2001 In relation to the audit; and

(B)  no contraventions of any zpplicable code of professional conduct In retation to the
audit,

GRANT THORNTON
CHARTERE_D ACCOUNTANTS

£y Av,,ﬁ./

Partner—"
Dated this />  dayof Smdmdes 2005

Lewal

@7 Greenhifl Road

Wawille 54 5034

GFO Box 1270

Adelaide SA SOHOT

OX 275 Adaluide

T (08Y 3372 6665

F (08) 8372 6577

E infod¥gtza. com.an

W winv.granlthornton.cam.an

A Smth Mstraliah Porinersiy -
A Mermbar ol Grant Thornlon Asosiahon ne.

The Austealion Marmbar of Grant Thariten latarnational FRARMonayx Mining A | Oag 05.doz
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Monax Mining Limited
Statement of Financial Performance
For the period ended 30 June 2005

Note

Revenues from ordinary activities
Other expensas from ordinary activities 4
Total expenses

Profit / (Loss) from ordinary activities befora

related income tax expense

[ncome tax (expense)bensfit ralatin g to ordinary
activities 5
Profit from ord inary activities afier relatad

income tax expense

Net profit/(loss) attributable to outside equity

interests

Total changes ir equity from non-owner related
transactions attributable o the members of the

company

L

2005

3
267

13,562
13,562

(13.295)

———

(13,295)

{13,295)

R = 1=

P.Bs23 -
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Monax Mining Limited
Statement of Financial Position

As at 30 June 2005
Note 2005

i —_—r '-"$
CURRENT ASSETS
Cash assets 6 308,947
Receivables 7 5.476
Other 3 47,300
Total current assets 384,023

—_ T
NON-CURRENT ASSETS
Exploration evaluation and develaprnent 9 27,330
expenditure
Total non-current assets 27,330
Total assets 412253
CURRENT LIABILITIES
Payables . o 5843
Total current liabilitias 5,845
Tatal liabilifies 5.845
Net assets 406,408
EQUITY
Contributed equity I 419,703
Retained profits 2 (13.295)
Total equity 406,408

MO, 783

—+.923-
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Monax Mining Limited
Statement of Cash Flows
For the period ended 30 June 2005

Note 2005
4
Cash lows from aperating activities
Cash receipts in the course of operations -
Cash payments in the course of aperations (83,693)
Interest recajved 267

Net cagh provided by/{used in) operating activities 15(h) (83,426)

Cash flows from Investing activities
Payments for:

Exploration, evaluation and development expenditure (17,630)
Deferred expenditure -
Intangible assets -
Nef eash used in investing activities (17,630)
Cash flows from financing activities

Proceeds from issue of shares 410,003
Proceeds from borrowings: -
Net cash provided by finaneing activitics 410.003
Net increase/(decrease) in cash held 308,947
Cash at the beginning of the financial year -
Cash at the end of the financial yvear &,]15(a) 308,947

B |4 A = =

- PU1BS2Z3 -
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Monax Mining Limited
Notes to the Finaneial Statements
For the period ended 30 June 2005

I Statement of significant accounting policies
The significant policies which have been adopted in the preparation of this financial report are:

{a)

()

(<)

d)

{e)

Basis of preparation

The financial report is g general purpose finanejal repoit which has been prepared in accordance with
Accounting Standards, Urgent Issues Group Consensus Views, other authoritative pronouncements of the
Australian Accounting Standards Board and the Corporations Aet 2001,

It has been prepared o the basis of historical costs and except where stated, does nat rake ittt account
changing money values or fair veiues of non-current assets,

These accounting policies have been consistently applied by each entity in the conselidated antity and,
except where there is a change in aceounting policy, are consistent with those of the previous year,

Revenue recospition
Revenuss are recognised a¢ fair value of the consiceration received net of the amount of goods and
services tax (GST).

Inferest revenye
Interest revenue fs recognised as it accrues, taking into account the effective yield on the financial agset,

Gouds and services tax

Revenues, expenses and assets are recoghised net of the amount of goods and services tax (GST), except
where the amount of GST incurred is not recoverable from the Australian Tax Office (ATO). In thase
circurnstances the GST is recognised as part of the eost of acquisition of the asset ar a5 part of an item of
the expense.

Receivables and payables are stated with the amount of GST included.

The net amount of GST recoverable from, ot payabie to, the ATO is included as a current asset or lialiliry
it the statement of financial position.

Cash flows are included in the statzment of cash flows on a gross basis. The G3T components of cash
flows arfsing fiom investing and financing activities which are recoverable from, or payable to, the ATO
are elassified as operating cash flows,

Taxation

and accounting income. The tax effict oftiming differences, which erise from items being brought 1o
aceount in difterent periods for income tax and accounting purpases, is earried forward in the statemeant of
financial position as a future income tax benefit or 5 provision for deferred income tax,

Future income tax benefits are not brought to account unless realisation of' the asset is assured beyond
reasonable doubt. Future income tax benefits retating to tax losses are only braught to account when their
realisation is virually certain, The ax effects of capital losses are not recorded unless reglisation js
virtually certain,

Receivables

The collectibility of debts ig a=sessed 21 balance date and specific provision is made for any doubtul
aceounts.

Exploration, evaluation angd development expenditure
Exploration, evaluation and development costs are accumulated in respact of each separate area of
inrerest.
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Monax Mining Limited

Notes to the Financial Statements
For the period ended 30 June 2005

@

)

()

(i)

(k)

Exploration and evaluation costs are carried forward where right of tenure of the area of Interest is current
and they are expected to be recouped throuzh sale or successfi) development and exploitation of the aran
of interest, or, where exploration and evaluation activities in the area of interest have not yet reached a
Stage that permits reasonable assessimant ofthe existence of econom ieally recoverable reserves,

Development costs ralated to an area of interest are carried forward to the extent that they are expectad o
be recouped either through sale or suceessful exploitation of the area of interest,

When an area of interest i abandoned or the directors decide that it is not commercial, any acoumulated
costs in respeet of that area are written off in the financial period the deeision js made,

Recoverable amount af non-current assers valuzd on cost basis

The carrying amounts of non-current assets valued on the cost basis, other than exploration and
evaluation expenditure carried forward, are reviewed to determine whether they are in excess of their
tecaverable amount at balance date, If the earrying amount of a non-current asset exceeds its recoverable
amount, the asset is written down ¢ the lower amount. The write-down is recognised as an expense in
the net profit or loss in the reparting period in whieh it occurs.

In assessing recoverable amounts of nen-gurrent assets the relevant cash flows have not been discounted
to their present value, except where specifically stated.

Payables
Liabilities are recognised for AIMOLINEs ta be paid in the future for #oods or services received

Provisiony
A pravision is recognised when a legal or constructive abligation exists as a result of g past event and it is
probable that an outflow of sconomic benefits will be required to settle the obligation.

Restoratipn
Provisions are made for estimateq costs refating to the remediation of soil, groundwater and untreated
wasle 4s seon as the need ’s identified,

Significant uncertainty exists as to the amount of testoration obligations that will be incurred due to the
following factors:

 untcertainty as t Iife of sites;
* the impact of changes in environmental legislation.

Cush
For the purpose of the statemert of cashy flows, cash Includes cash on hand and at eall deposits with banks
or financial inatitutions, ret of bank overdrafiz

Adaeption of Anstratinn Equivalents of ntersational Financial Reporting Standards

For reporting perfods beginning on or after | Tarwary 2005, the Company must comply with International
Financial Reporting Standards (IFRS} as issued by the Australisn Actounting Standards Boayd.

This finaneial report has been prepared In accordance with Australian accounting standards and other
financial reporting reguirerments (Australian GAAP). The differences between Australian GAAP and
IFRS identified to date as potentially having a significant effect an the company's financial performance
and firancial position are summarised belaw, The summary should not be aken as an exhaustive list of
all the differences betwesn Australian GAAP and I[FRS. No attempt has been made to identify all
disclosute, prasenration or classification differances that would affect the manner in which transactions or
evenls are presented.

-i0-
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Monax Mining Limited
Notes to the Financial Statements
For the period ended 30 J une 2005

The Company has not quantified the effects of the differences discussed bejow, Accordingly, there can,
be 10 assurances that the financial performance and financial position as disclnged in this financial repert
would not be significantly different if determined in accardance with IFRS.

Resulatory bodies that promulgate Australian GAAP and [FRS have significant ongaing projects that
could affect the differences between Australizn GAAP and [FRS deseribed befow and the impact of these
differences relative to the Coinpany's financia! raports in the futyre,

The Company has not precisely quantifiad the effects of IFRS, however, Menagement belioves the key
potential implications of the conversion to IFRS include:

® Income Taxes
fncome tax will be caleulated based on the "balance sheet approach”, replacing the current "income
statement approach”. This method recognises deferred tax balances where there is a difference between
the carrying value of an asset or a liability, and its tax base. [t is expected that this standard may require
the Company to carry highet levels of deferred rax assets and liabilities,

Y Exploration for and Evaluption of Mineral Resources
The major changes under AASE 6 "Exploration for and Evaluation of M ineral Resources™ to the current
Accounting Stendard will be:
. The application of srea of interest accounting for its exploration and evaluation expenditure,
. Performance of impairment testing on those assets when the facts and circumstances spggast
the carrying amount of the assets exceed the recaverabls amaunt,

Y Share Based Payments
Equity based compensarion in the form of shares and options wil] be tecognised as an expenss m the
period during which the emplayee provides related services. The consolidated entity does not currently
recognise an expense for options issued to employees. On adoption of IFRS the consolidated entity will
recognise an expense for options and will amortise the expense over the relevant vesting period,

» Accounting Policies
Changes in aecounting policies will be recognised by restating comparatives rather than making eurrent
year acjustments with note disclosure of prior year cffects,

It is not anticipated that the impact of adopting Austratian Equivalents of International Financia]
Reporting Standards will fead to material adjustments

2005
3

3 Revenue from ordinary aotivities

Other revenyes:

From eperating activities

Interest: 267

Total revenue from ordinary activities 267
4 Other expenyes

Rent expense 7,700

Auditing services 2,500

Other expenses from ardinary activities 3.362

Total other expenses from ordinary 13,562

activities

(
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Monax Mining Limited
Notes to the Financial Statements
For the period ended 30 June 2005

2005
B
Anditors® remuneration
Audit services;
Auditors of the Company — Grane Thoentan 2,500

5 Tuxation
(@} Income tax expanse

Prima facie income tax benefit caleylated at 30% on the

loss from ordinary activities 3,080

Future income tax benefit in respect of tax losses not

brought to account 3,289

[ncame tax expense on profit from ordinary activities

before individually sigmifieant income tax items -

The: entity has accumulated tax logses that have not been brought to account because there js insufficient
prebability that there will be futurs taxable profits against which to offset those losses. Tax losses recoverable
but not recognised amount to 53,086,

) Cash assets

Cash 308,947
7 Recefvabigs
Curreni
Qther debtors - GST 2476
3,476
& Orher current assets
Prepayments 67,500
o Exploration, evatuation and developimans cxpentiditare
Costs carried forward jn respect of areas of interest in
exploration and/er evaluation phase 27.330
0 Pupables
Trade ereditors 3,345
Othet creditors 2,500
S— 1
5.843

-12-
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Monax Mining Limited
Notes to the Financial Statements
For the period ended 30 June 2005

11 Contributed aqieity
Issued and paid-up share capitz)

21,238,892 ordinary shares, fully paid

(Wi Ordinary shurey

Balance at the beginning of year

Shares izssned

- 3 shares issued at $1.00

- 1,500,000 issued for ng consideration,
beld in trus for the future managing
direetor

-2,138,889 issued to Havilah Resourcas
NL for intetest in tenements *

- 9,700,000 at an issye price of 50,00
per share in exchange for exploration
tights with a fair value of §9,700

- 3,800,000 at an iswye price of $0.001
per share in exchange for professiona)
services provided to the company with
a fair value of §3,500

- 4,100,000 at an issue price of $0.10 tq
seed capitalists

- Transaction costs
Balance at end of year

o TTHO.¥E9 — PL1ESE3 -

20035

419,703

L

9.70¢

3,800

410,000

(3.800)

419.703

* Upon ASX listing .assuming ful subscription, the Company will issue a further 2,777,778 shares to
Havilah Resources NL. The fair valye of the tenements acquired at this time will be £1,000,000

Flolders of rdinary shares are entitled to receive dividends as declated from time to time and are entitled

1o one vote per share st sharehalders® mestings,

In the event of winding up of the Company ordinary shareholders rank aiter al) other sharehalders and
ereditors and are fully entitlad to any proceeds of liquidation.

During the financial year the Company issued 21

+238,892 ordinary shares to directors or their nominees

and seed capitalists, In addition 3,000,000 options were issued exercisable at $0.25 and may be
exercisable ar any date before 30 | tne 2008, 2,500,000 options were jssued exercisable at $0.30 that may
be exercised at any date before 30 Jyne 2009 and 2,500,000 options were issued exercisable at 50,40 that
may be exercised at any date before 30 June 2010. Each aption is convertible to ong ore inary share. Thera

are o voting rights attached to the options,

There were no options were exercised during the financial year,

-[3-
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Monax Mining Limited

Notes to the Financial Statements
For the period ended 30 June 2005

Exercise Price
by Options to ordinary shares $0.20 $0.30 $0.40

Balance at | July 2004

Options Issued during the year 5,000,000 2,500,000 2,500,000
Optians Exercised during the yaar - - -

El

Options Cancelled during the year - -

Options Consolidared during the year - - -
Balanee at 30 June 2005 5,000,000 2,500,000 2,500,000
2005
$

12 Retained profits
Retained profis/(loss) at beginning of year .
Net profit/(loss) attributable to members of the

pacem entity (13.295)
Retaired profite/(loss) at the end of the year (13,295)

13 Financial instrumeniy disclosure
{0}  Interest rete risk

The company has o loas term financial asyets or liabilities upon which it earns ar pays interest, Cash is held in
an interest yielding cheque account where the interest tate can vary from day to day. The weighted average
interest rate achieved was 3.03%

{¢)  Credif risk exposures

Credit risk represents the loss that would be recognised if counterparties failed to perform as contracted.
The credit rizk on fAnaneiz| assets, excluding investments, of the consolidated entity which have been recognised
in the staternent of finaneial position, is the carrying amount, pet of any provision for doubtful debts,

()  Net fuir values of financial assets and labilities
Yaluation approach

Met fair values of financial assets and liabilitios are determined by the consolidated entity on the following bases:

Recognised financial instruments

Manetary financial assets and financial liabilities not readily traded in an organised {inancial market are carried
t book value and where relevant adjusted for any changes in cxchange rtes. The company does not have any

financial assets or liabilires that are readily traded on organised markets in a standarclised form,
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Monax Mining Limited
Notes to the Financial Statements
For the period ended 30 June 2005

4 Commitments & Contingent Kabilities
The details and estimated maximum amounes of commitiments and contingent liabilities {excluding
unquantifiable royalties) that may become payable are set oup below, These cbligations are not provided for in
the finaneial report and are Payable as follows,

Note 2005
b
Accounting fees {=) 0,000
Legal fees (5)] 50,000
Corporate advisory retainer (e)d) 10,000

{e)(it) 40,000

=

Office rental {d) 5,500

(@ Kennedy & Co, an accovnting firm of which Mr R Kennedy is a consultant have performed wnbilled work
for the company. Kennedy & Co have undertaken 10 not bill this wark unless the Company raises
sufficient eapital by way of seed capital, an Initial Public Offering or atherwise.

()  The Company's legal advisor DMA W Lawyars, of which Mr & Davis is a parinet, has performed
unbilled work for Monax Mining Limited 2nd has undertaken not to bill this work unfess the Cornpany
raises sufficient capital by way of seed capital, zn Initjal Public Offering or otherwise,

(¢) (i) The company has etigaged a corporate advisary company to provide a corporate advisory role in
relation to the company®s propesed Initial Publie Offering, This is a menthly fee of $5,000 for the months
of July 2005 & August 2005

(i) The carporate advisory company has performed unbilled waork far the company Limited and has
undertaken not to bilf this wark unless the Campany raises sufficient capital by way of an Initial Public
Offering,

()  Kennedy Services Pty Lid a company of which Mr Kennedy was a director until 30 December 2003, has
entered into 2 serviced office agreement wit) the company for a period until 30 November 2008,

Contingent upon the successful | isting of the company on the ASX

*  The company will have commitmens relating to tenemani expenditure. As at the 30 June 2005, The
coinmitrnent for tenement expenditure for the period ending 30 May 2006 has been caleulated at
$630,000.

*  Non-Exzeutive Directors are paid an annual fee for their service on the Board and all committees of the
Board within the maximum aggregate sum for such Directors appreved from time to time by
Shareholders. The curreqt maximum agaregate sum is $300,000 per annum of which §1 75,000 has
been assigned for non-executive directars. The remuneration of in dividual Directors will be determined
after the ASX Listing is satisfied
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Notes to the Financial Statements
For the period ended 30 June 2005

15 Notes fo the statements af cash flows

fa) Reconcilintion of cash

For the purposes of the statements of cash flows, cash includes cash on hand and at bank and short 1

F.18-23

1 deposits

at call, net of outstanding bank overdrafts. Cash as at the eénd of the financiz] vear as shown in the statements of

ezsh flows is recanciled to the related items in the statements of financial position as follows:

2003
3
Cash assets 308,944,
5)  Reconciliation of profit from ordinury activities afier
irncome tax to not cash provided by aperafing
activities
Profit from ordinary activities afier ineome tax (13.295)
Add/(less) non-cash items:
Changes in assets and liabilities:
Decreasef{Increase) in GST receivabie (8,478)
(Increase)/Decrease in prepayments (67.500)
Increase/(Decrease) in Trade Creditors 3,345
[nerease/( Decrease) in Other Creditors 2.500
Net cash provided by/(used In} operating activities (83.4265)

Non-cash financing transactions

= Onthe 12th of May the Company issued 9,700,000 fully paid ordinary shares at an jssue price of 80,001 per

share in exchange for exploration rights with a fair vaiue of 39.700,

= Onthe 12th of May the Company issued 3,800,000 fu lly paid ordinary shares at an issue price of $0.001 per
share in exchange for professional seryices provided to the Company with a fair value of 33,800, The fees for

professional ss1vices have been debited directly to equity,
These transactions are not reflected in the Statement of Cashfigws,

16 Segment Reporting
The Company operates in the explotation and mining business segment located in Australia.

17 Directors’ remuneration
Directars’ incoma 2005
The number of directors of the Company whose income
from tve Company or any relared party falls within the
following bands:
$0 - §9,690 F)

20035

Total income paid or payable, or otherwise made
available, (o all direciors of the Company and controlied
entities from the Company or any related party

(b} Retirement benefits
No retirement benefits were paid to the ¢ ireetors of the Company
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Monax Mining Limited

Notes to the Financial Statements
For the period ended 30 June 2005

13

19

Related parties

Directors
The names of each person holding the position of director of Monase Mining Limited during the Financial year
are Messrs Robert M Kennedy, Reginald G Nelson, Neville F Alley, Glenit § Davis.

Details of directors’ remuneration znd reticement benefits are set out in Note 17,

The Company has entered into deeds of access, indemnity and insurance with each non-executive director of the
Company which confirm the director’s right of access to Board papers and require the Company to indem nify
the director for fability incurred a3 an officer or promoter of the Company, subject to the restricticns imposed by
the Corporations Act and the terms of its Censtitution,

Non-Executive Directors are paid an anaual fee for their service on the Board and all committees of the Board
within the maximum aggregate sum for such Directars approved from time to time by Shareholders. The cutrent
maximun aggregate surm is $300,000 per annum of which §1 73,000 has been assigned for non-executive
direetors. The remuneration of individual Directors will be datermined after the ASX Listing is satisfied.

There were no loans to Directors.

Directors’ holdings of shures and share options
The intereats of directors of the Teporting entity and their dircctor-related entities in shares and share options of
entities within the consolidated entity at year-end are set qut below.

2003
Number held
Monax Mining Lid
Ordinary shares 5,590,003
Options over ordinary shares 5,200,000

Directors’ transuctions in strares awd share options
No options were exercised during the year by directors and dirsetor rejatad parties,

Directors’ transactions with the Compony

A nuember of directors of the Company, or their director-related entities, held positions in other enrities during
the financizl yeer that result in them having control or significant influence over the A nancial or oparating
policies of thase entities.

The terms and conditions of the transactions with directars and their director related entities were ng more
Cavourable to the directors and their director related entities than those available, or which might reasonahly be
expected to be available, on similar transactions to non-director related entities on an arm’s length basis,

The Company's legal advisor DMAW Lawyers, of which Mr G Davis i 4 pariner, has performed uabilled work
for Monax Mining Limited and has undertaken not to bill this work unless the Company raises sufficient capital
by way of seed capital, an Initial Publje Cffering or otherwise

Apart from the details disclosed in note 18 there were no other director or thejr refated entity transactions with
the company in this financial yesar,

Bvents subsequent to bedance date

The campany lodged a prospectus with ASIC on the 12 July 2005,

The Initial Publie Offer (“IPC™} opened on 20 July 2005

The campany raised a further $15,000 by way of seed capital,

The company was granted exploration licences EL 3355, EL 33 36, EL3357, EL3358, EL 3359 and EL3394,
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Monax Mining Limited
Notes to the Financial Statements
For the period ended 30 June 2005

The company has applied for ELA 336/05.
The company via its [PO raised the maximum subscription of $5,000,000,

Other than the matter discussed above, there has not arisen in the interval berween the end of the f nancial year
and the date of this report any item, transaction or event of a material and unusuai nature likely, in the oprinion of
the directors of the Company, to affect significantly the operations of the company the results of those
eperations, or the state of affairs of the consolidated entity, in future financial years.
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Monax Mining Limited

Directors’ declaration

l in the opinion of the directors of Monax Miming Limited:

(@) the financial statements and notes, set out on Pages 6 to |8, are in accordance with the Corporations Act
2001, including:

(i)  giving 2 true and fair view of the financial position of the Company as at 30 June 2005 and
of its performance, as represented By the results of its operations and its eash flows, For the
period ended on that date; and

(ii}  complying with Accaunting Standards and the Corporations Regulations 200 [; 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,

1
coreeeennn this s, \é} ...... oo dayof

Dated at ..., WVrdda e 20085,

Signed in accordan ith a resolution of the directars:

—

Robert Michael Kennedy
Director
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Charterad Accountants and Businase Advisers
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B7 Greenhill Road

Wayville 54 5034

GFQ Bax 1270
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DX 75 Adelaide

T (08) 8372 6666

F(08) 8372 6677

E inlo@gtsa.com.au
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A Seuth Austratan Partnerahip «
A Mamlser of Grem Thomten Azzetiabion ing,

INDEPENDENT AUDIT REPORT
TO MEMBERS OF MONAX MINING LTD

Scope and summary of our role
The financial report and directors’ respansibility

The finaneisl report com prises the staternent of financial position, statement of financial
performance, statement of cash flows, aceompanying notes to the financizl statements,
and the directors’ declarafion for Monay Mining Ltd, for the peried ended 30 June 2005.

The auditor's role and work

We conducted an independent audit in order to eXprass an opinion to the members of the
campany. Our audit was conducted in accordance with Australian Auditing and Assurance
Standards, in order to provide reasonable assurance as to whether the financtal report is
free of material misstatarent. The nature of an audit is influenced by factors such as the
use of professional judgment, selective lesting, the inherent fimitations of intemal control,
ive rather than conclusive evidence, Therefore, an qudit
cannot guarantee that all material misstatemnents have been detected,

We performad procedures to assess whather in all material respecta the financial repori
presents fairly, in accordance with the Corporations Act 2001, Accounting Standards and
other mandatory flnanclal reporting requirements in Australia, a view which is consigtent

We farmad our audit opinion on the basis of these procedures, which included:

* €xamining, on a test basis, information o provide evidence supporting the amounts
and disclosures in the financia report, ang

. assessing the approprialeness of the accounting policies and disclosures used and
the reasonableness of significant accounting estimates made by the directors.

While we considered the sifectivenass of management's Interna) controls over financial
reporting when determining the nature and extent of our procedures, our audit was not
designed to provide assurance on internal controls.

Qur audit did not involve an analysis of the prudence of business decislons made by
directors or managernent,

We read the other Information in the annual report to determine whether it contained any
material Inconsistencies with the financial report,

The Austratan Momber of Grapt Tharaton bnternatisnal
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Grant Thornton &

Independence

In conducting our audit, we followad applicable independence requirements of Austratian
prafessional ethical pronouncements and the Corporations Act2001.

Audit opinion
In ot opinion, the financia) repart of Monax Mining Ltd-

. gives a true and fair view of the financial pasition of Monax Mining Ltd at 30 June
2008, and of their performancs for the period ended on that date, gnd

. I8 presented in accordance with the Corporations Act 2001, Accounting Standards
and other mandatory financtal reporting requirements in Australia,

GRANT THORNTON
CHARTERED ACCOUNTANTS

<

sJ
rtrer

Signed at <Lg 4.l this /3 day of %p'éﬂr;t_f 2005

FAARMomax Miring Ltd 05.doe




