

















MATSA RESOURCES LIMITED

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

New Accounting Standards and Interpretations continued

Impact on
Consolidated

Application Date

Application Date

Reference Title Summar - . for Consolidated
v Entity financial of Standard .
Entity
report
AASB 2009-5 Further The amendments to |The Group has not 1 January 2010 1July 2010

Amendments to some Standards yet determined the

Australian result in accounting |extent of the

Accounting changes for impact of the

Standards arising
from the Annual
Improvements
Project

[AASB 5, 8, 101,
107,117, 118,
136 & 139]

presentation,
recognition or
measurement
purposes, while some
amendments that
relate to terminology
and editorial changes
are expected to have
no or minimal effect
on accounting.

The main
amendment of
relevance to
Australian entities is
that made to AASB
117 by removing the
specific guidance on
classifying land as a
lease so that only the
general guidance
remains. Assessing
land leases based on
the general criteria
may result in more
land leases being
classified as finance
leases and if so, the
type of asset which is
to be recorded
(intangible v
property, plant and
equipment) needs to
be determined.

These amendments
arise from the
issuance of the IASB’s
Improvements to
IFRSs. The AASB has
issued the
amendments to IFRS
2, 1AS 38, IFRIC 9 as
AASB 2009-4 (refer
above).

amendments, if
any.
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MATSA RESOURCES LIMITED

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

New Accounting Standards and Interpretations continued

Impa‘ct on A Application Date
. Consolidated Application Date .
Reference Title Summary - . for Consolidated
Entity financial of Standard .
Entity
report

AASB 2009-7 Amendments to |These comprise The Group has 1 July 2009 1 July 2009

Australian editorial not yet

Accounting amendments and |determined the

Standards are expected to extent of the

[AASB 5, 7, 107, |have no major impact of the

112,136 & 139 |impact on the amendments, if

and requirements of any.

Interpretation the amended

17] pronouncements.
Amendments to Amendments to The amendments The Group has not 1 January 2010 1 July 2010
International IFRS 2 clarify the accounting | yet determined the
Financial Reporting for group cash- extent of the
Standards** settled share-based |impact of the

payment amendments, if
transactions, in any.

particular: the scope
of AASB 2; and the
interaction between
IFRS 2 and other
standards.

An entity that
receives goods or
services in a share-
based payment
arrangement must
account for those
goods or services no
matter which entity
in the group settles
the transaction, and
no matter whether
the transaction is
settled in shares or
cash.

A “group” has the
same meaning as in
IAS 27 Consolidated
and Separate
Financial Statements,
that is, it includes
only a parent and its
subsidiaries.

The amendments
also incorporate
guidance previously
included in IFRIC 8
Scope of IFRS 2 and
IFRIC 11 IFRS 2—
Group and Treasury
Share Transactions.
As a result, IFRIC 8
and IFRIC 11 have
been withdrawn.

* designates the beginning of the applicable annual reporting period unless otherwise stated
** pronouncements that have been issued by the IASB and IFRIC but have not yet been issued by the AASB.

-37-




MATSA RESOURCES LIMITED

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

2. Summary of significant accounting policies

(a)

(b)

Basis of consolidation
The consolidated financial statements comprise the financial statements of Matsa Resources
Limited and its subsidiaries as at 30 June each year (the ‘Group’).

Subsidiaries are all those entities over which the Group has power to govern the financial and
operating policies of so as to obtain benefits from their activities. The existence and effect of
potential voting rights that are currently exercisable or convertible are considered when
assessing whether a group controls another entity.

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

In preparing the consolidated financial statements, all inter-company balances and transactions,
income and expenses and profit and losses resulting from intra-group transactions have been
eliminated in full.

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

The acquisition of subsidiaries is accounted for using the purchase method of accounting. The
purchase method of accounting involves allocating the cost of the business combination to the
fair value of the assets acquired and the liabilities and contingent liabilities assumed at the date
of acquisition.

Business combinations

The purchase method of accounting is used to account for all business combinations regardless
of whether equity instruments or other assets are acquired. Cost is measured as the fair value
of the assets given, shares issued or liabilities incurred or assumed at the date of exchange plus
costs directly attributable to the combination. Where equity instruments are issued in a
business combination, the fair value of the instruments is their published market price at the
date of exchange unless, in rare circumstances, it can be demonstrated that the published price
at the date of exchange is an unreliable indicator of fair value and that other evidence and
valuation methods provide a more reliable measure of fair value. Transaction costs arising on
the issue of equity instruments are recognised directly in equity.

Except for non-current assets classified as held for sale (which are measured at fair value less
costs to sell), all identifiable assets acquired and liabilities and contingent liabilities assumed in a
business combination are measured initially at their fair values at the acquisition date,
irrespective of the extent of any minority interest. The excess of the cost of the business
combination over the net fair value of the Group’s share of the identifiable net assets acquired
is recognised as goodwill. If the cost of acquisition is less than the Group’s share of the net fair
value of the identifiable net assets of the subsidiary, the difference is recognised as a gain in the
income statement, but only after a reassessment of the identification and measurement of the
net assets acquired.

Where settlement of any part of consideration is deferred, the amounts payable in the future
are discounted to their present value as at the date of exchange. The discount rate used is the
entity’s incremental borrowing rate, being the rate at which a similar borrowing could be
obtained from an independent financier under comparable terms and conditions.
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(c)

(d)

(e)

MATSA RESOURCES LIMITED

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

Segment reporting

A business segment is a distinguishable component of the entity that is engaged in providing
products or services that are subject to risks and returns that are different to those of other
business segments. A geographical segment is a distinguishable component of the entity that is
engaged in providing products or services within a particular economic environment and is
subject to risks and returns that are different than those of segments operating in other
economic environments.

Foreign currency transactions and balances

Functional and presentation currency
The functional currency of each of the consolidated entity’s entities is measured using the
currency of the primary economic environment in which that entity operates. The consolidated
financial statements are presented in Australian dollars which is the Company and Group’s
functional and presentation currency.

Transaction and balances

Foreign currency transactions are translated into functional currency using the exchange rates
prevailing at the date of the transaction. Foreign currency monetary items are translated at the
year-end exchange rate. Non-monetary items measured at historical cost continue to be carried
at the exchange rate at the date of the transaction. Non-monetary items measured at fair value
are reported at the exchange rate at the date when fair values were determined.

Exchange differences arising on the translation of monetary items are recognised in the Income
Statement, except where deferred in equity as a qualifying cash flow or net investment hedge.

Exchange differences arising on the translation of non-monetary items are recognised directly in
equity to the extent that the gain or loss is directly recognised in equity, otherwise the exchange
difference is recognised in the Income Statement.

Foreign operations
The financial results and position of foreign operations whose functional currency is different
from the economic entity’s presentation currency are translated as follows:

e Assets and liabilities are translated at year-end exchange rates prevailing at that reporting
date.

e Income and expenses are translated at average exchange rates for the period.

e Retained earnings are translated at the exchange rates prevailing at the date of the
transaction.

Exchange differences arising on translation of foreign operations are transferred directly to the
economic entity’s foreign currency translation reserve in the Balance Sheet. These differences
are recognised in the Income Statement in the period in which the operation is disposed.

Financial instruments

Recognition

Financial instruments are initially measured at cost on trade date, which includes transaction
costs, when the related contractual rights or obligations exist. Subsequent to initial recognition
these instruments are measured as set out below.
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(f)

(8)

(h)

MATSA RESOURCES LIMITED

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

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market and are stated at amortised cost using the effective
interest rate method less impairment losses.

Debt and equity instruments
Debt and equity instruments are classified as either liabilities or as equity in accordance with the
substance of the contractual arrangement.

Financial liabilities
Non-derivative financial liabilities are recognised at amortised cost, comprising original debt less
principal payments and amortisation.

Fair value

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

Impairment

At each reporting date, the economic entity assesses whether there is objective evidence that a
financial instrument has been impaired. Impairment issues are recognised in the Income
Statement.

Leases

Leases in terms of which the Group assumes substantially all the risks and rewards of ownership
are classified as finance leases. Upon initial recognition the leased asset is measured at an
amount equal to the lower of its fair value and the present value of the minimum lease
payments. Subsequent to initial recognition, the asset is accounted for in accordance with the
accounting policy applicable to that asset.

Lease payments for operating leases, where substantially all the risks and benefits remain with
the lessor, are charged as expenses in the periods in which they are incurred.

Impairment of non-financial assets other than goodwill

Intangible assets that have an indefinite useful life are not subject to amortisation and are
tested annually for impairment, or more frequently if events or changes in circumstances
indicate that they might be impaired. Other assets are tested for impairment whenever events
or changes in circumstances indicate that the carrying amount exceeds its recoverable amount.
Recoverable amount is the higher of an asset’s fair value less costs to sell and value in use. For
the purposes of assessing impairment, assets are grouped at the lowest levels for which there
are separately identifiable cash inflows that are largely independent of the cash inflows from
other assets or groups of assets (cash-generating units). Non-financial assets other than
goodwill that suffered an impairment are tested for possible reversal of the impairment
whenever events or changes in circumstances indicate that the impairment may have reversed.

Cash and cash equivalents
Cash and cash equivalents include cash on hand and deposits held at call with banks with
maturity dates of less than 3 months.
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(i)

(i)

(k)

MATSA RESOURCES LIMITED

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

Trade and other receivables

Trade receivables, which generally have 30-90 day terms, are recognised initially at fair value
and subsequently measured at amortised cost using the effective interest method, less
impairment losses.

Interests in Joint Ventures

The Group’s share of the assets, liabilities, revenue and expenses of joint venture operations are
included in the appropriate items of the consolidated financial statements. Details of the
Group’s interest are shown at Note 20.

Property, plant and equipment
Each class of property, plant and equipment is carried at cost or fair value less, where
applicable, any accumulated depreciation and impairment losses.

Property
Land and buildings are measured on the cost basis.

Plant and equipment
Plant and equipment are measured on the cost basis.

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

Depreciation
The depreciable amount of all fixed assets is depreciated on a straight line basis over their useful

lives to the economic entity commencing from the time the asset is held ready for use.

The depreciation rates used for each class of depreciable assets are:

Class of Fixed Asset Depreciation Rate
Buildings 5%

Plant and equipment 18.75%-33.3%
Motor Vehicles 20%

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

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s
carrying amount is greater than its estimated recoverable amount.
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MATSA RESOURCES LIMITED

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

Exploration, evaluation and development expenditure

Exploration and evaluation expenditures in relation to each separate area of interest are
recognised as an exploration and evaluation asset in the year in which they are incurred where
the following conditions are satisfied:

(i) the rights to tenure of the area of interest are current; and
(ii) atleast one of the following conditions is also met:

(a) the exploration and evaluation expenditures are expected to be recouped through
successful development and exploitation of the area of interest, or alternatively, by its
sale; and

(b) exploration and evaluation activities in the area of interest have not at the reporting date
reached a stage which permits a reasonable assessment of the existence or otherwise of
economically recoverable reserves, and active and significant operations in, or in relation
to, the area of interest are continuing.

Exploration and evaluation assets are initially measured at cost and include acquisition of rights
to explore, studies, exploratory drilling, trenching and sampling and associated activities and an
allocation of depreciation and amortisation of assets used in exploration and evaluation
activities. General and administrative costs are only included in the measurement of
exploration and evaluation costs where they are related directly to operational activities in a
particular area of interest.

Exploration and evaluation assets are assessed for impairment when facts and circumstances
suggest that the carrying amount of an exploration and evaluation asset may exceed its
recoverable amount. The recoverable amount of the exploration and evaluation asset (or the
interest) is estimated to determine the extent of the impairment loss (if any). Where an
impairment loss subsequently reverses, the carrying amount of the asset is increased to the
revised estimate of its recoverable amount, but only to the extent that the increased carrying
does not exceed the carrying amount that would have been determined had no impairment loss
been recognised for the asset in previous years.

Where a decision is made to proceed with development in respect of a particular area of
interest, the relevant exploration and evaluation asset is tested for impairment and the balance
is then reclassified to ‘development’.

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

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

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

(a)

MATSA RESOURCES LIMITED

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

Trade and other payables

Trade payables and other payables are carried at amortised cost. They represent liabilities for
goods and services provided to the Group prior to the end of the financial year that are unpaid
and arise when the Group becomes obligated to make future payments in respect of the
purchase of these goods and services. The amounts are unsecured and are usually paid within
30 days of recognition.

Interest-bearing loans and borrowings
All loans and borrowings are initially recognised at the fair value of the consideration received
less directly attributable transaction costs.

After initial recognition, interest-bearing loans and borrowings are subsequently measured at
amortised cost using the effective interest method. Fees paid on the establishment of loan
facilities that are yield related are included as part of the carrying amount of the loans and
borrowings.

Borrowings are classified as current liabilities unless the group has an unconditional right to
defer settlement of the liability for at least 12 months after the balance sheet date.

Borrowing costs
Borrowing costs are recognised as an expense when incurred.

Employee benefits

Provision is made for the Company’s liability for employee benefits arising from services
rendered by employees to balance date. Employee benefits expected to be settled within one
year have been measured at the amounts expected to be paid when the liability is settled, plus
related on-costs. Employee benefits payable later than one year have been measured at the
present value of the estimated future cash outflows to be made for those benefits.

Provisions

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

Provision for restoration and rehabilitation

A provision for restoration and rehabilitation is recognised when there is a present obligation as
a result of exploration, development, production, transportation or storage activities
undertaken, it is probable that an outflow of economic benefits will be required to settle the
obligation, and the amount of the provision can be measured reliably. The estimated future
obligation include the costs of removing facilities and restoring the affected areas.

The provision for future restoration costs is the best estimate of the present value of the
expenditure required to settle the restoration obligation at the reporting date, based on current
legal and other requirements and technology. Future restoration costs are reviewed annually
and any changes in the estimate are reflected in the present value of the restoration provision
at each reporting date.

The initial estimate of the restoration and rehabilitation provision relation to exploration and
development is capitalised into the cost of the related asset and amortised on the same basis as
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(t)

MATSA RESOURCES LIMITED

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

the related asset, unless the present obligations arises form the production of inventory in the
period, in which case the amount is included in the cost of production for the period. Changes
in the estimate of the provision for restoration and rehabilitation are treated in the same
manner, except that the unwinding of the effect of discounting on the provision is recognised as
a finance cost rather than being capitalised into the cost of the related asset.

Share-based payment transactions

Equity-settled share-based payment transactions with other parties are measured at the fair
value of the goods and services received, except where the fair value cannot be estimated
reliably, in which case they are measured at the fair value of the equity instruments granted,
measured at the date the entity obtains the goods or the counterparty renders the service.

Revenue

Revenue is recognised and measured at the fair value of the consideration received or
receivable to the extent it is probable that the economic benefits will flow to the Group and the
revenue can be reliably measured. The following specific recognition criteria must 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 the costs incurred or to be incurred in respect of the transaction can be
measured reliably. Risks and rewards of ownership are considered passed to the buyer at the
time of delivery of the goods to the customer.

Interest income

Income is recognised as interest accrues using the effective interest method. This is a method of
calculating the amortised cost of a financial asset and allocating the interest income over the
relevant period using the effective interest rate, which is the rate that exactly discounts
estimated future cash receipts through the expected life of the financial asset to the net carrying
amount of the financial asset.

Income tax

The charge for current income tax expenses is based on the results for the year adjusted for any
non-assessable or disallowed items. It is calculated using the tax rates that have been enacted
or are substantively enacted by the balance sheet date.

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

Deferred tax is calculated at the tax rates that are expected to apply to the period when the
asset is realised or liability is settled. Deferred tax is credited in the Income Statement except
where it relates to items that may be credited directly to equity, in which case the deferred tax
is adjusted directly against equity.

Deferred income tax assets are recognised to the extent that it is probable that future tax
income will be available against which deductible temporary differences can be utilised.

The amount of benefits brought to account or which may be realised in the future is based on
the assumption that no adverse change will occur in income taxation legislation and the
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009

anticipation that the economic entity will derive sufficient future assessable income to enable
the benefit to be realised and comply with the conditions of deductibility imposed by the law.

(u) Goods and services tax (GST)
Revenues, expenses and assets are recognised net of the amount of GST, except where the
amount of GST incurred is not recoverable from the Australian Tax Office. In these
circumstances the GST is recognised as part of the cost of acquisition of the asset or as part of
an item of the expense. Receivables and payables in the Balance Sheet are shown inclusive of
GST.

Cash flows are presented in the Cash Flow Statement on a gross basis, except for the GST
component of investing and financing activities, which are disclosed as operating cash flows.

(v) Earnings per share
Basic earnings per share is calculated as net profit attributable to members of the parent,
adjusted to exclude any costs of servicing equity (other than dividends) and preference share
dividends, divided by the weighted average number of ordinary shares, adjusted for any bonus
element.

Diluted earnings per share is calculated as net profit attributable to members of the parent,
adjusted for:

e costs of servicing equity (other than dividends) and preference share dividends;

e the after tax effect of dividends and interest associated with dilutive potential ordinary
shares that have been recognised as expenses; and

e other non-discretionary changes in revenue or expenses during the period that would result
form the dilution of potential ordinary shares;

Divided by the weighted average number of ordinary shares and dilutive potential ordinary
shares, adjusted for any bonus element.

3. Segment reporting

Primary reporting — geographical segments
The consolidated entity’s has one business segment being mineral exploration which also correspond
to two geographic locations:

e Australia
e South East Asia
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009

3. Segment reporting (continued)

2009

Revenue

Other revenue from external
customers

Result
Loss after income tax

Assets
Segment assets

Liabilities
Segment liabilities

Other

Acquisition of property plant and
equipment

Acquisition of other non-current
assets

Depreciation

Significant non-cash expenses

2008

Revenue

Sales to external customers
Other revenue from external
customers

Result
Loss after income tax

Assets
Segment assets

Liabilities

Segment liabilities

Other

Acquisition of property plant and
equipment

Acquisition of other non-current
assets

Depreciation

Significant non-cash expenses

Australia South East Unallocated Consolidated
$000 Asia $000 Entity $000

- - 353 353

- - 353 353

(7,100) (122) - (7,222)

14,288 39 - 14,327

1,091 72 - 1,163

198 18 - 216

3,197 - - 3,197

24 3 - 27

68 - - 68

3,123 - - 3,123

- - 123 123

(4,527) - - (4,527)

15,207 3 - 15,210

4,370 1 - 4,371

10 - - 10

2,817 - - 2,817

29 - - 29
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(a)

(b)

(c)

(d)

MATSA RESOURCES LIMITED

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

Revenue

Sales revenue
Sale of gold
Total sales revenue

Other income

Interest received from other persons
Interest received from subsidiary

Other income

Forgiveness of interest on

convertible notes

Net gain on sale of plant and equipment
Total other income

Expenses included in the income
Statement
Depreciation of plant and equipment

Other expenses

(i) Employee benefits expense
Salaries and wages
Superannuation expenses
Share based payments
Total employee benefits

(i) Administration and other expenses
Operating lease rentals — minimum
lease payments
Administration expenses
Exploration expenditure written off
Finance expenses
Provision for impairment
Provision for impairment of
Goodwill
Loss on disposal of held-for-sale
financial assets
Provision for impairment on
exploration projects
Net loss on disposal of exploration
and evaluation assets

Consolidated Company
2009 2008 2009 2008
$000 $000 $000 $000

- 3,123 - 3,123
- 3,123 - 3,123
37 98 18 86
- - 91 92
- 25 - -
316 - 316 -
- - - 1
353 123 425 179
27 29 11 29
300 284 300 284
16 4 16 4
1,482 389 1,482 389
1,798 677 1,798 677
74 52 56 52
734 861 666 762
2,873 318 2,250 9
3 241 2 241
- - 4,033 1,164
590 - - -
- 459 - 459
1,426 1,827 - 1,827
50 - 50 -
5,750 3,758 7,057 4,514
7,548 4,435 8,855 5,191
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5. Income taxes

Tax expense/(income) comprises:
Current tax expense/(income)
Deferred tax expense/(income)
Net deferred tax liability

Income tax recognised in profit or loss
The prima facie income tax
expense/(income) on the pre-tax
accounting profit/(loss) from operations
reconciles to the income tax
expense/(income) in the financial
statements as follows:

Loss from continuing operations

Income tax expense calculated at 30%
Section 40-880 expenses

Exploration expenses

Effect of expenses that are not deductible
in determining taxable profit

Effect of revenues that are not assessable
in determining taxable profit

Effect of unused tax losses and tax offsets
not recognised as deferred tax assets

Consolidated Company

2009 2008 2009 2008

$000 $000 $000 $000
(7,222) (4,527) (8,441) (5,285)
(2,167) (1,358) (2,532) (1,586)
58 - 69 -
(356) - (327) -
561 (15) 1,760 157
(22) (22) -
1,926 1,373 1,052 1,429

The tax rate used in the above reconciliation is the corporate tax rate of 30% payable by Australian
corporate entities on taxable profits under Australian tax law. There has been no change in the
corporate tax rate when compared with the previous reporting period.

Unrecognised deferred tax
assets/(liabilities)

The following deferred tax assets have not
been brought to account:

Tax losses - revenue

Temporary differences - exploration
Temporary differences

Consolidated Company
2009 2008 2009 2008
$000 $000 $000 $000
7,739 5,584 5,866 5,288
(3,702) (4,217) (360) (1,235)
111 39 175 1,859
4,148 1,406 5,681 5,912
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Consolidated Company
2009 2008 2009 2008
$000 $000 $000 $000
6. Trade and other receivables
Current
Trade receivables 4 3 - -
Amounts receivable from Australian
Taxation Authorities 75 128 72 125
Other receivables 26 - - -
105 131 72 125
Non-current
Promissory note (i) - - 3,212 3,120
Amount receivable from subsidiary - - 6,039 5,218
Provision for impairment (ii) - - (9,247) (5,214)
- - 4 3,124

(i) Promissory note
The Company holds a promissory note from Australian Strategic and Precious Metals
Investments Pty Ltd (‘ASPMI’) a wholly-owned subsidiary of the Company. The terms of
the promissory note are 8% interest, or a reduced rate of 3% interest unless a default has
occurred, payable monthly in arrears with the principal repayable the earlier to occur of 21
days from the date the Company delivers to ASPMI a written demand for full and final
payment or the closing of ASPMI’s initial public offering.

(ii) Reconciliation

Balance at beginning of the year - - 5,214 4,050
Provision for the year - - 4,033 1,164
Balance at the end of the year - - 9,247 5,214

7. Non-current assets classified as
held for sale

Exploration project held for sale - 300 - 300

The Company agreed to sell its Broad Arrow project for $300,000 of which $45,000 has been
received at the end of the 2008 financial year. The balance of the consideration was received 15
August 2008.
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Consolidated Company
2009 2008 2009 2008
$000 $000 $000 $000
8. Other current assets
Prepayments 16 3 14 3
Cash backed performance bond 316 266 100 53
332 269 114 56

The Company’s bankers have provided performance bonds as security for the due and proper
performance of leases in accordance with the tenement conditions associated with certain Group
tenements. The Company has cash-backed these performance bonds with fixed term deposits with
the bank.

Consolidated Company
2009 2008 2009 2008
$000 $000 $000 $000
9. Exploration and evaluation asset
Exploration expenditure capitalised at cost
-exploration and evaluation phase 12,872 13,758 1,201 1,988
12,872 13,758 1,201 1,988
Movements in carrying amounts
Exploration and evaluation phase
Balance at beginning of year 13,758 13,386 1,988 2,593
Sale of tenements - (300) - (300)
Purchase of tenements 1,125 - - -
Exploration and evaluation incurred 2,288 2,817 1,463 1,531
Expenditure written off (2,873) (318) (2,250) (9)
Provision for impairment (1,426) (1,827) - (1,827)
Balance at end of year 12,872 13,758 1,201 1,988

The ultimate recoupment of costs carried forward for exploration and evaluation phase is
dependent on the successful development and commercial exploitation or sale of the respective
areas. Upon a review of the exploration projects the board elected to provide for impairment of
$1,426,000 (2008:51,827,000) in the financial year.
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Consolidated Company
2009 2008 2009 2008
$000 $000 $000 $000
10. Property, plant and equipment
Buildings at cost 11 11 - -
Accumulated depreciation (1) - - -
10 11 - -
Plant and equipment at cost 323 94 244 94
Accumulated depreciation (121) (82) (93) (82)
202 12 151 12
Total property, plant and equipment 212 23 151 12
Movements in carrying amounts
Buildings Plant and Total
Equipment
$000 $000 $000
Consolidated
Balance 1 July 2007 11 31 42
Additions - 10 10
Depreciation expense - (29) (29)
Balance at 30 June 2008 11 12 23
Additions - 216 216
Depreciation expense (2) (26) (27)
Balance 30 June 2009 10 202 212
Company
Balance 1 July 2007 - 31 31
Additions - 10 10
Depreciation expense - (29) (29)
Balance at 30 June 2008 - 12 12
Additions - 150 150
Depreciation expense - (11) (11)
Balance 30 June 2009 - 151 151
Consolidated Company
2009 2008 2009 2008
$000 $000 $000 $000
11. Other financial assets
Investments carried at cost:
Investments in subsidiaries - - 9,962 8,043
- - 9,962 8,043
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Consolidated Company
2009 2008 2009 2008
$000 $000 $000 $000
12. Trade and other payables
Unsecured liabilities
Trade payables 279 854 279 854
Deposits held - 45 - 45
Sundry creditors and accrued expenses 385 107 384 106
664 1,006 663 1,005
13. Borrowings
Current
Amount payable to subsidiary - - 20 -
Secured liabilities
Finance lease liabilities (iii) 74 - 74 -
Unsecured loans (i) 248 - 248 -
Convertible notes (ii) - 3,316 - 3,316
322 3,316 342 3,316
Non Current
Secured liabilities
Finance lease liabilities (iii) 111 - 111 -
111 - 111 -

(ii)

(iii)

The Company has two unsecured loans with directors and former directors of the Company.
The loans attract no interest and were repaid via the issue of ordinary shares in the
Company on the 24 July 2008 following receipt of shareholder approval.

The Company issued to RASL AU LLC (‘RASL’), as part of the consideration to acquire 100% of
the issued capital of Australian Gold Investments Pty Ltd (now Australian Strategic and

Precious Metals Investments Pty Ltd (‘ASPMI’)), 12 convertible notes to a face value of

$3,000,000 with an 8% attaching coupon (payable quarterly) redeemable 36 months after
settlement or convertible into 30,000,000 fully paid ordinary shares in the Company at any
time between 12 and 36 months after settlement. As part of the acquisition of Matsa
Resources (Aust) Ltd, RASL converted its note into ordinary shares and waived the accrued
interest on the convertible notes.

The finance lease liabilities are secured over the Company’s motor vehicles and computer

equipment.
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Consolidated Company

2009 2008 2009 2008

$000 $000 $000 $000
14. Provisions
Provision for employee benefits 30 5 30 5
Provision for mine restoration 36 44 36 44

66 49 66 49

Movement in provision
Provision for mine restoration
Opening balance 1 July 44 79 44 79
Reduction in provision - (27) - (27)
Expenditure on restoration (8) (8) (8) (8)
Closing balance 30 June 36 44 36 44

A provision has been recognised for the costs to be incurred for the restoration of the Jackpot
mine site. It is anticipated that restoration will be complete within 12 months.

Consolidated Company

2009 2008 2009 2008

$000 $000 $000 $000
15. Issued capital
88,561,143 (2008: 174,780,277) fully paid 26,315 18,870 26,315 18,870
ordinary shares

No. (000) No. (000) $000 $000
Ordinary shares
At the beginning of reporting period 174,780 160,891 18,870 16,495
Placement of shares 10,250 - 304 -
Conversion of convertible notes 30,000 - 3,000 -
Shares issued to acquire subsidiary 80,000 - 1,448 -
Consolidation of share capital (236,024) - - -
Shares issued lieu of services 450 - 67 -
Placement of shares 19,175 13,889 1,710 2,500
Shares issued pursuant to a share purchase
plan 9,930 - 993 -
Transaction costs - - (77) (125)
At reporting date 88,561 174,780 26,315 18,870

Ordinary shares participate in dividends and the proceeds on winding up of the parent entity in
proportion to the number of shares held. At shareholders meetings each ordinary share is entitled
to one vote when a poll is called, otherwise each shareholder has one vote on a show of hands.
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15. Issued capital (continued)

Options

The movement of the options on issue during the financial year is set out below:

Balance at
Exercise beginning Balance at
Price Expiry Date of year Issued Exercised Lapsed end of year
Pre-Consolidation
$0.20 31 Aug 2008 51,555,472 - - (51,555,472) -
$0.30 31 Aug 2008 8,250,000 - - (8,250,000) -
$0.40 31 Aug 2008 2,250,000 - - (2,250,000) -
Post-Consolidation
$0.50 5 Dec 2010 660,000 - - - 660,000
$1.00 5 Dec 2010 660,000 - - - 660,000
$0.625 16 Apr 2011 250,000 - - - 250,000
$0.75 16 Apr 2011 250,000 - - - 250,000
$1.00 16 Apr 2011 250,000 - - - 250,000
$0.35 1July 2011 - 7,800,000 - - 7,800,000
$0.50 1 July 2012 - 9,000,000 - - 9,000,000
Consolidated Company
2009 2008 2009 2008
$000 $000 $000 $000
16. Reserves
Equity settled transaction 3,277 1,475 3,277 1,475
Foreign currency translation 39 39 - -
3,316 1,514 3,277 1,475
Consolidated Company
2009 2008 2009 2008
$000 $000 $000 $000
Equity settled transaction reserve
Balance at beginning of financial year 1,475 1,086 1,475 1,086
Share based payment 1,802 389 1,802 389
Balance at end of financial year 3,277 1,475 3,277 1,475
The equity settled transaction reserve records share-based payment transactions.
Consolidated Company
2009 2008 2009 2008
$000 $000 $000 $000
Foreign currency translation reserve
Balance at beginning of financial year 39 38 - -
Translation of foreign operations - 1 - -
Balance at end of financial year 39 39 - -

Exchange differences relating to the translation from the functional currency of the Group’s foreign
controlled entity into Australian dollars are brought to account by entries made directly to the

foreign currency translation reserve.
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Consolidated Company
2009 2008 2009 2008
$000 $000 $000 $000
17. Accumulated losses
Accumulated losses at beginning of
financial year 9,245 4,718 10,044 4,759
Loss for the year 7,222 4,527 8,441 5,285
Accumulated losses at end of financial year 16,467 9,245 18,485 10,044
Consolidated Company
2009 2008
$000 $000
18. Loss per share
The loss and weighted average number of ordinary shares used in
the calculation of loss per share are as follows:
Loss (7,222) (4,527)
No. 000 No. 000
Weighted average number of ordinary shares 137,248 168,785

Diluted loss per share

Diluted loss per share has not been calculated as the Company’s potential ordinary shares are not

considered dilutive and do not increase loss per share.

19. Commitments and Contingencies

Exploration and expenditure commitments

In order to maintain the mineral tenements in which the Company and other parties are involved,
the consolidated entity is committed to fulfil the minimum annual expenditure conditions under
which the tenements are granted. The minimum estimated expenditure commitment requirement
for granted tenements for the next year is $1,567,000 (2008: $1,152,000). This amount has not
been provided for in the financial report. These obligations are capable of being varied from time to
time. Exploration expenditure commitments beyond twelve months cannot be reliably determined.

Finance lease commitments

Consolidated Company

2009 2008 2009 2008
$000 $000 $000 $000
Commitments in relation to finance leases are
payable as follows:
Within one year 98 98
Later than one year but not later than five years 87 87
Later than five years - - - -
Minimum lease payments 185 185
Future finance charges 23 - 23 -
Recognised as a liability - - -
Representing lease liabilities:
Current (note 13) 74 74
Non-current (note 13) 111 - 111 -
185 - 185 -
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19. Commitments and Contingencies (Continued)
Contingencies
There are no contingent assets or contingent liabilities as at 30 June 2009.
20. Interest in joint venture

The consolidated entity had the following interests in joint venture operations at year end:

Percentage Interest (%)
Joint Venture Party Activities 2009 2008

Metro Energy Oil and Gas Exploration 75 75

The joint venture is by way of jointly controlled assets. They are structured by way of contractual
arrangements between the participants for the sharing of costs and output and do not in themselves
generate revenue and profit. The consolidated entity wrote off its interest in the joint venture
during the 2007 financial year and accordingly has no joint venture assets or liabilities at balance
date.

21. Subsidiaries

Country of Incorporation Percentage Owned (%)
2009 2008

Parent Entity
Matsa Resources Limited Australia
Subsidiary
KAL Energy Pty Ltd Australia 100 100
USA KAL Energy Inc United States of America 100 100
Australian Strategic and Precious
Metals Investments Pty Ltd Australia 100 100
Matsa Resources (Aust) Pty Ltd Australia 100 -
Matsa Iron Pty Ltd Australia 100 -
Matsa (Thailand) Co Ltd Thailand 100 -
PVK Mining Loei Co Ltd Thailand 100 -
Matsa (Cambodia) Co Ltd Cambodia 100 -

22. Cash flow information

Reconciliation of cash and cash equivalents
Cash and cash equivalents at the end of the financial year as shown in the cash flow statement is
reconciled to the related items in the balance sheet as follows:

Consolidated Company
2009 2008 2009 2008
$000 $000 $000 $000
Cash and cash equivalents 806 1,029 785 1,023
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22. Cash flow information (Continued)
Reconciliation of loss for year to net cash flows from operating activities

Consolidated Company
2009 2008 2009 2008
$000 $000 $000 $000
Loss for year (7,222) (4,527) (8,441) (5,285)
Non-cash flows in loss from ordinary
activities:
Provision for impairment - - 4,033 1,164
Share-based payments 1,482 390 1,482 390
Depreciation 27 29 11 29
Exploration expenditure written off 2,873 318 2,250 9
Provision for impairment 1,426 1,827 - 1,827
Impairment of goodwill 590 - - -
Equity issued in lieu of services 68 - 68 -
Net gain/(loss) on disposal of investment - (459) - (459)
Net loss on disposal of exploration and
evaluation asset 50 - 50 -
Forgiveness of convertible note interest (316) - (316) -
Net gain/(loss) on disposal of plant and
equipment - 1 - 1
Changes in assets and liabilities:
Decrease (increase) in receivables 52 3,183 53 3,182
Decrease (increase) in prepayments (11) 56 (12) 56
Increase (decrease) in trade creditors and
accruals (85) (34) 12 (83)
Increase (decrease) in provisions 17 (30) 17 (30)
(Increase)decrease in deferred taxes
payable - 24 - 24
Cash flow from operations (1,049) 778 (792) 825

Subsidiaries acquired
During the financial year, the Group acquired Matsa Resources (Aust) Ltd. The net cash outflow on
acquisition was $151,000. Refer note 23 for further details of this acquisition.

Non-cash financing and investing activities
During the financial year 80,000,000 shares and 20,000,000 options were issued to acquire a

subsidiary. Refer to note 23 for further details of this acquisition.

During the financial year 30,000,000 shares were issued on conversion of $3,000,000 worth of
convertible notes.

During the financial year 450,000 shares were issued in lieu of consultancy services provided.
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23. Business Combination

Acquisition of Matsa Resources (Aust.) Limited (formerly Matsa Resources Limited)

Following shareholder approval on 18 December 2008 the Company acquired 100% of Matsa
Resources (Aust.) Limited on 23 December 2008.

The total cost of the combination was $1,918,882 and comprised an issue of equity instruments of
$1,767,200 and costs of $151,682 directly attributable to the acquisition. The Company issued 80
million ordinary shares with a fair value of 1.81 cents per share, based on the weighted average
qguoted price of the shares of the Company for the five business days prior to settlement. In addition
20 million options with a fair value of 1.59 cents were issued with an exercise price of 7 cents each
expiring 1 July 2011. The options have a fair value of $319,200.

The fair value of the identifiable assets and liabilities of Matsa Resources (Aust.) Limited at the date
of acquisition are:

Consolidated

Recognised on Fair Value Pre-Acquisition
Acquisition Adjustment Carrying Value
Cash and cash equivalents 5,896 - 5,896
Trade and other receivables 37,026 - 37,026
Plant and equipment 65,401 - 65,401
Exploration and evaluation assets 1,450,000 533,036 916,964
Other financial assets 21,146 - 21,146
1,579,469 533,036 1,046,433
Trade payables (189,406) - (189,406)
Provisions (11,397) - (11,397)
Borrowings (50,000) - (50,000)
(250,803) - (250,803)
Fair value of identifiable net assets 1,328,666 533,036 795,630
Cost of the combination 1,918,882
Goodwill 590,216

The cash outflow on acquisition is as follows

Cash payments for interest acquired (151,682)
Net cash acquired with the subsidiary 5,896
Net cash outflow (145,786)

For the period in which it was part of the consolidated entity, Matsa Resources (Aust) Limited
contributed $296,621 to the consolidated loss for the period.
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23. Business Combination (Continued)
Reconciliation of Goodwill on Acquisition

Balance at beginning of period -
Goodwill on acquisition 590,216
Write-off of goodwill on acquisition (590,216)

Balance at end of period -

Goodwill on acquisition was written off as the underlying assets of the entity did not support the
carrying of any goodwill.

24. Financial instruments

Financial risk management

Overview

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

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

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

Credit risk

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

Presently, the Group undertakes exploration and evaluation activities exclusively in Australia and
South-East Asia. At the balance sheet date there were no significant concentrations of credit risk.

Cash and cash equivalents

The Group limits its exposure to credit risk by only investing in liquid securities and only with
counterparties that have an acceptable credit rating of no less than AA rating.

Trade and other receivables

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

The Company and Group have established an allowance for impairment that represents their
estimate of incurred losses in respect of other inter-company receivables and investments. Although
management believe that the exploration activities of subsidiaries will be successful, the projects
have not reached a stage to make such an assessment. Accordingly, the intercompany loans were
impaired in-line with the write-off of capitalised exploration expenditure.
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24. Financial instruments (Continued)

Exposure to credit risk
The carrying amount of the Group’s financial assets represents the maximum credit exposure. The
Group’s maximum exposure to credit risk at the reporting date was:

Consolidated
Carrying amount

In thousands of AUD 2009 2008
Loans and receivables 105 131
Cash and cash equivalents 806 1,029
Company
Carrying amount
In thousands of AUD 2009 2008
Loans to subsidiaries 821 283
Receivables 72 784
Cash and cash equivalents 785 967
Promissory note - 3,000

Impairment losses

The Company has impaired the promissory note fully at 30 June 2009 therefore there is no
carrying amount at 30 June 2009.

None of the Group’s other receivables are past due (2008: nil).

Liquidity risk

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall
due. The Group’s approach to managing liquidity is to ensure, as far as possible, that it will always
have sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions,
without incurring unacceptable losses or risking damage to the Group’s reputation.

The Group manages liquidity risk by maintaining adequate cash reserves from funds raised in the
market and by continuously monitoring forecast and actual cash flows. The Group repaid its
convertible notes with RASL AU LLC during the year via conversion of the convertible notes into
ordinary shares.

The Company has unsecured loans with directors Paul Poli and Andy Viner which are not interest
bearing and are unsecured. These loans were repaid subsequent to year end via the issue of
ordinary shares. The company has lease assets financed by way of finance leases and have taken out
a premium funding facility over their insurance requirements.

The Company anticipates a need to raise additional capital in the next 12 months to meet forecast
operational and exploration activities. The decision on how the Company will raise future capital will
depend on market conditions existing at that time.

The following are the contractual maturities of financial liabilities, including estimated interest
payments and excluding the impact of netting agreements:
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24. Financial instruments (Continued)

Consolidated and Company

30 June 2009
In thousands of AUD Weighted Carrying Contractual 6 mths 6-12 1-2 2-5
average amount cashflows orless mths years years
interest
rate
Convertible notes 8% - - - - - -
Trade and other
payables N/A 664 664 664 - - -
Finance lease liabilities 9.2% 185 185 48 49 43 45
Unsecured loans 248 248 248 - - -
1,097 1,097 960 49 43 45
Consolidated and Company
30 June 2008
In thousands of AUD Weighted Carrying Contractual 6 mths 6-12 25
average cashflows orless mths years
interest
rate
Convertible notes 8% 3,316 - - 3,316 -
Trade and other N/A
payables 1,006 1,006 1,006 - - -
4,322 4,322 1,006 - 3,316 -
Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates
and equity prices will affect the Group’s income or the value of its holdings of financial instruments.
The objective of market risk management is to manage and control market risk exposures within
acceptable parameters, while optimising the return.

Currency risk

The Group and the Company is exposed to currency risk on investments and purchases that are
denominated in a currency other than the respective functional currencies of Group entities, which

is primarily the Australian dollar.

At balance sheet date the Group and the Company holds the following financial assets or liabilities
which are exposed to foreign currency risk.

In thousands of AUD
Loans and receivables
Cash and cash equivalents

In thousands of AUD
Receivables

Consolidated

Carrying amount

2009
13
5

2008

Company

Carrying amount

2009

2008
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24. Financial instruments (Continued) - -

Cash and cash equivalents

The Group is exposed to fluctuations in foreign currencies arising from the acquisition of services
from time to time in currencies other than the Group’s measurement currency.

Interest rate risk

The Group is exposed to interest rate risk (primarily on its cash and cash equivalents), which is the
risk that a financial instrument’s value will fluctuate as a result of changes in the market interest
rates on interest-bearing financial instruments. The Group does not use derivatives to mitigate these
exposures. The Group is not exposed to cash flow volatility from interest rate changes on
borrowings as the finance leases carry fixed rates of interest and the convertible notes carried a
fixed rate of interest of 8% per annum in the prior year.

The Group adopts a policy of ensuring that as far as possible it maintains excess cash and cash
equivalents in short terms deposit at interest rates maturing over 90 day rolling periods or less.

Profile
At the reporting date the interest rate profile of the Group’s and the Company’s interest-bearing
financial instruments was:

Consolidated Company
Carrying amount Carrying amount
In thousands of AUD 2009 2008 2009 2008
Fixed rate instruments
Cash and cash equivalents - - - -
Cash backed performance bonds 316 266 100 53
316 266 100 53

Variable rate instruments
Cash and cash equivalents 806 1,029 785 1,023
Cash backed performance bonds - - - -

806 1,029 785 1,023

Fair value sensitivity analysis for fixed rate instruments

The Group does not account for any fixed rate financial assets and liabilities at fair value through
profit or loss, Therefore a change in interest rates at the reporting date would not affect profit or
loss.

A change of 100 basis points in interest rates would have increased or decreased the Group’s equity
and profit or loss by $3,160 (2008: $2,650) and the Company’s equity and profit or loss by $1,000
(2008: $500).

Cash flow sensitivity analysis for variable rate instruments

A change of 100 basis points in interest rates at the reporting date would have increased
(decreased) equity and profit or loss by the amounts shown below. This analysis assumes that all
other variables, in particular foreign currency rates, remain constant. The analysis is performed on
the same basis for 2008.
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24. Financial instruments (Continued)

Consolidated

Profit or loss Equity
Effect in thousands of AUD 100bp 100bp 100bp 100bp
increase decrease increase decrease
30 June 2009
Variable rate instruments 1 (1) 1 (1)
30 June 2008
Variable rate instruments 1 (1) 1 (1)
Company
Profit or loss Equity
Effect in thousands of AUD 100bp 100bp 100bp 100bp
increase decrease increase decrease
30 June 2009
Variable rate instruments 1 (2) 1 (2)
30 June 2008
Variable rate instruments 1 (2) 1 (2)
Fair values

Fair values versus carrying amounts

The carrying amounts of financial assets and liabilities approximate fair value. The basis for
determining fair values versus carrying value of financial instruments not carried ad fair value is
described below.

(i) Other receivables, trade and other payables:
Other receivables, trade and other payables are short term in nature. As a result, the fair
value if these instruments is considered to approximate its fair value.

(ii) Loans receivable from controlled entities:

The loan receivables from controlled entities are repayable on demand. As a result the fair
value of these to approximate its fair value.

Sensitivity analysis
The Group’s equity investments are not listed on the Australian Securities Exchange hence there is
no effect on the value of the equity.

Capital Management

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a
going concern, so as to maintain a strong capital base sufficient to maintain future exploration and
development of its projects. In order to maintain or adjust the capital structure, the Group may
return capital to shareholders, issue new shares or sell assets to reduce debt. The Group’s focus has
been to raise sufficient funds through equity to fund exploration and evaluation activities. The
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24. Financial instruments (Continued)

Group monitors capital on the basis of the gearing ratio; however there are no external borrowings
as at balance date other than the convertible notes which have a fixed interest rate.

The Group encourages employees to be shareholders through the Long Term Incentive Plan and the
Executive Share Option Plan.

There were no changes in the Group’s approach to capital management during the year. Risk
management policies and procedures are established with regular monitoring and reporting.

Neither the Company nor any of its subsidiaries are subject to externally imposed capital
requirements.

25. Share-based payments
(a) Employee Share Option Plan

The Group has an Employee Share Option Plan (ESOP) for the granting of options to staff members,
directors and consultants. Options issued under the ESOP vest as follows:

(i) 100% upon the expiration of 12 or 24 months from the date the options were issued.

Other relevant terms and conditions applicable to options granted under the ESOP include:

(a) Options issued pursuant to the plan will be issued free of charge.

(b) The exercise price of the options shall be as the Directors in their absolute discretion
determine, provided the exercise price shall not be less than the weighted average of the
last sale price of the Company’s shares on ASX at the close of business on each of the 5
business days immediately preceding the date on which the Directors resolve to grant the

options.

(c) Subject to the above, the options may be exercised at any time prior to the expiration of 60
months from the issue date.

(d) The Directors may limit the total number of options which may be exercised under the plan
in any year.

(e) Options with a common expiry date may have a different exercise price and exercise date.

(f) Options shall lapse upon the earlier of:

(i) The expiry of the exercise period; and

(ii) The expiry of three months after the option holder ceases to be an employee by reason of

dismissal, resignation or termination of employment, office or services for any reason,
except the Directors may resolve that the options shall lapse on other terms they consider
appropriate.

(g) Upon exercise the options will be settled in ordinary shares of Matsa Resources Limited.
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25. Share-based payments (Continued)
Summary of options issued under the Employee Share Option Plan
The following table summaries the number (No.) and the weighted average exercise price (WAEP)

of, and movements in, share options issued during the year to employees other than to key
management personnel which have been disclosed in Note 26(g).

2009 2009 2008 2008
Number of Weighted Number of Weighted
Options Average Options Average
Exercise Exercise
Price Price
000 S 000 S
Outstanding at the beginning of the
year 1,850 0.15 - -
Granted - - 1,850 0.15
Consolidation of share capital (1,480) - - -
Exercised - - - -
Expired - - - -
Outstanding at year-end 370 0.75 1,850 0.15
Exercisable at year-end 370 0.75 - 0.15

During the financial year there was a consolidation of the Company’s share capital on a 1 for 5 basis.

There was no movement in these options during the year. Options issued to key management
personnel are shown in Note 26.

Consolidated Company
2009 2008 2009 2008

Employee Expenses S S S S
Share options granted in 2008

- equity settled 59,477 61,247 59,477 61,247
Share options granted in 2009

- equity settled - - - -
Total expense recognised as employee costs 59,477 61,247 59,477 61,247

(b) Options Issued on Acquisition of Matsa Resources (Aust.) Ltd.

The Company acquired 100% of Matsa Resources (Aust.) Limited on 23 December 2008 via an issue
of equity instruments of $1,767,200 consisting of 80 million ordinary shares and 20 million options
with an exercise price of 7 cents each expiring 1 July 2011 (pre-consolidation). The options have a
fair value of $319,200.

-65 -



MATSA RESOURCES LIMITED

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

25. Share-based payments (Continued)
The fair value of the options is estimated at the date of grant using a Binomial model. The following
table gives the assumptions made in determining the fair value of the options granted.

Grant Date 24.12.08
Dividend yield (%) -
Expected volatility (%) 100%
Risk-free interest rate (%) 3.01%
Expected life of options (years) 2.52 years
Option exercise price (S) 0.35
Share price at grant date (S) 0.18

Fair value at grant date ($) 0.08

The weighted average fair value of all options outstanding the end of the year was $0.48 (2008:
$0.15).

26. Key management personnel
Details of key management personnel

The directors and other members of key management personnel of the Group during the financial
year were:

Name Position

Directors

Paul Poli Executive Chairman (appointed 23 December 2008)
Andy Viner Executive Director (appointed 23 December 2008)
Michael Atkins Non-Executive Director

Stanley Lewis Non-Executive Director (resigned 23 December 2008)
Richard Alter Non-Executive Director (resigned 23 December 2008)

Trevor Matthews Non-Executive Director (resigned 23 December 2008)

Executives

Mark Sampson Technical Manager

Andrew Chapman  Company Secretary and Chief Financial Officer
Mario Pirone General Manager (resigned 23 December 2008)

Key management personnel remuneration has been included in the Remuneration Report section of
the Directors’ Report on pages 14 to 20. These transferred disclosures have been audited.

2009 2008 2009 2008
$ $ $ $
Compensation of Key Management Personnel
Short-term employment benefits 843,017 504,852 843,017 504,852
Post-employment benefits 20,092 - 20,092 -
Share-based payment 1,108,149 323,938 1,108,149 323,938
1,971,258 828,790 1,971,258 828,790
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26. Key management personnel (Continued)

The Key management personnel receive no compensation in relation to the management of the
Company. The compensation disclosed above represents an allocation of the key management
personnel’s estimated compensation from the Group in relation to their services rendered to the
Company.

Individual directors and executives compensation disclosure

Information regarding individual directors and executives compensation and some equity
instruments disclosures as permitted by Corporations Regulation 2M.3.03 is provided in the
remuneration report section of the directors’ report.

No director has entered into a material contract with the Company or the Group since the end of the
previous financial year and there were no material contracts involving directors’ interests existing at
year-end.

Option holdings of key management personnel

Balance Granted Exercised Netchange Balance Balance30 Vested Not
1 July as other on Resig- June & Exerc- exerc-
remune- nation isable isable
ration
No. No. No. No. No. No. No. No.
2009
M Atkins 4,000,000 - - (3,200,000) n/a 800,000 400,000 400,000
T Matthews 1,500,000 - - - 1,500,000 - - -
R Alter - - - - - - - -
S Lewis - - - - - - - -
P Poli - 6,133,333 - - - 6,133,333 6,133,333 -
A Viner - 3,066,667 - - - 3,066,667 3,066,667 -
A Chapman - - - - - - - -
M Sampson 3,600,000 - - (3,300,000) 300,000 150,000 150,000

(2,400,000) 600,000 - - -
(8,900,000) 2,100,000 10,300,00C 9,750,000 550,000

12,100,000 9,200,000

Balance 1 Granted Exercised Net Balanceon Balance 30 Vested Not
July as change Resig- June & exerc-
remune- other nation Exerc- isable
ration isable
No. No. No. No. No. No. No. No.
2008
M Atkins - 4,000,000 - - - 4,000,000 - 4,000,000
T Matthews 1,500,000 - - - - 1,500,000 1,500,000 -
R Alter - - - - - - - -
S Lewis - - - - - - - -
D Prentice 1,175,000 - - - (1,175,000) - - -
J Coles 823,000 - - - (823,000) - - -
M Sampson 2,100,000 1,500,000 - - - 3,600,0002,100,000 1,500,000
A Chapman - - - - - - - -
M Pirone - 3,000,000 - - - 3,000,000 - 3,000,000
5,598,000 8,500,000 - - (1,998,000) 12,100,000 3,600,000 8,500,000

Net change other was by way of acquisition on market and the share capital consolidation. During
the financial year there was a consolidation of the Company’s share capital on a 1 for 5 basis.
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26. Key management personnel (Continued)
(b) Directors and Executives Option

In addition to the ESOP, the Company has issued options to Directors and Executives from time to
time. The terms and conditions of those options vary between option holders.

Options issued to the Executive Chairman and the Executive Director and Executives vest
immediately.

Other relevant terms and conditions applicable to options granted as above include:

= any Directors or Executives vested options that are unexercised by the anniversary of their grant
date will expire; and

= upon exercise, these options will be settled in ordinary shares of Matsa Resources Limited.

(c) Summary of options issued to Directors and Executives
The following options were issued during 2008 and 2009.

Directors
2009

= 3,200,000 options over ordinary shares with an exercise price of $0.35 each, exercisable upon
meeting the relevant conditions and until 1 July 2011.

= 6,000,000 options over ordinary shares with an exercise price of $0.50 each, exercisable upon
meeting the relevant conditions and until 1 July 2012.

2008

= 400,000 options over ordinary shares with an exercise price of $0.50 each, exercisable upon
meeting the relevant conditions and until 5 December 2010.

= 400,000 options over ordinary shares with an exercise price of $1.00 each, exercisable upon
meeting the relevant conditions and until 5 December 2010.

Executives

2009

There were no options issued to executive during the year.
2008

= 150,000 options over ordinary shares with an exercise price of $0.50 each, exercisable upon
meeting the relevant conditions and until 5 December 2010.

= 150,000 options over ordinary shares with an exercise price of $1.00 each, exercisable upon
meeting the relevant conditions and until 5 December 2010.

» 200,000 options over ordinary shares with an exercise price of $0.625 each, exercisable upon
meeting the relevant conditions and until 16 April 2011.

= 200,000 options over ordinary shares with an exercise price of $0.75 each, exercisable upon
meeting the relevant conditions and until 16 April 2011.

= 200,000 options over ordinary shares with an exercise price of $1.00 each, exercisable upon
meeting the relevant conditions and until 16 April 2011.
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26. Key management personnel (Continued)

(d) Summary of weighted average remaining contract life of options issued to Directors and
Executives

The weighted average contractual life for the options outstanding at 30 June 2009 is 2.5 years (2008:
2.0 years).

(e) Range of exercise price of options issued to Directors and Executives

The range of exercise prices for options outstanding the end of the year was $0.35 - $1.00 (2008:
$0.10 - $0.20).

(f)  Weighted average fair value of options granted to Directors and Executives
The weighted average fair value of options outstanding the end of the year was $0.08 (2008: $0.06).
(g) Option pricing of model of options issued to Directors and Executives

The fair value of the options is estimated at the date of grant using a Binomial model. The following
table gives the assumptions made in determining the fair value of the options granted in the year.

2009 2008
Directors Executives Directors Executives
Dividend yield (%) - - - -
Expected volatility (%) 100.00 - 65.00 75.00
Risk-free interest rate (%) 3.01 - 6.53 6.19
2.48,2.52

Expected life of options (years) 8’3 552 and - 3.0 3.0

. . . 0.50 and 0.50, 0.625
Option exercise price (S) 0.35&0.50 - 1.00 and 1.00
Share price at grant date () 0.145 and 0.18 - 1.025 1'(())2;;d
Fair value at grant date (c) 8,9and 6 - 10 and 14 10, 14, 4, 3

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
tends, which may also not necessarily be the actual outcome.

No other features of options granted were incorporated into the measurement of fair value.

Consolidated Company
2009 2008 2009 2008

Employee Expenses S S S S
Share options granted in 2008

- equity settled 378,789 323,938 378,789 323,938
Share options granted in 2009

- equity settled 729,360 - 729,360 -
Total expense recognised as employee costs 1,108,149 323,938 1,108,149 323,938

- 69 -



NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009
26. Key management personnel (Continued)

Shareholdings of key management personnel

2009

M Atkins

T Matthews
R Alter &

S Lewis

P Poli

A Viner

A Chapman
M Sampson
M Pirone

2008

M Atkins

T Matthews
R Alter &

S Lewis

D Prentice
M Sampson
J Coles

A Chapman
M Pirone

MATSA RESOURCES LIMITED

Balance 1 July Granted as Options Net change Balance on Balance
remuneration exercised other resignation 30 June
No. No. No. No. No. No.
1,211,681 - (1,211,681) -
50,000,000 - (50,000,000) -
- 9,770,933 - 9,770,933
- 3,060,500 - 3,060,500
625,133 (500,027) - 125,106
51,836,814 12,331,406 (51,211,681) 12,956,539
Balance 1 July Granted as Options Net change Balance on Balance
remuneration exercised other resignation 30 June
No. No. No. No. No. No.
1,211,681 - - - 1,211,681
50,000,000 - - - 50,000,000
700,000 - - (700,000) -
625,133 - - - 625,133
778,444 - - (778,444) -
53,315,258 - - (1,478,444) 51,836,814

Convertible notes held by RASL AU LLC (of which R Alter and S Lewis are directors), with a face value
of $3,000,000 were converted as part of the acquisition of Matsa Resources (Aust) Limited. No

other directors or key executives hold any convertible notes.

27. Related party transactions

Subsidiaries

Interests in subsidiaries are set out in note 21.

Key management personnel
Disclosures relating to key management personnel are set out in note 26.
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27. Related party transactions (Continued)

Related parties
The following are related parties which are referred to in the body of this note:

e RASL AU LLC (‘RASL’) is a company wholly-owned by Richard Alter and Stanley Lewis (both
non-executive directors of the Company).

e Sampson Mining Pty Ltd (‘Sampson Mining’) is a company controlled by Mark Sampson
(Technical Manager of the Company). This payment was terminated on 30 April 2009.

e Sky Capital Pty Ltd is a company controlled by Mario Pirone (former General Manager)

e Montagu Corporate Pty Ltd is a company in which Michael Atkins (non-executive director)
was the Executive Chairman.

Transactions with related parties
The following transactions occurred with related parties:

Consolidated Company

2009 2008 2009 2008

$000 $000 $000 $000
Fees paid to Montagu Corporate for
provision of consultancy services - 17 - 17
Fees paid to Sky Capital for provision of
office rent 17 - 17 -
Sampson Mining provide the services of
administrative staff (see Remuneration
Report for executive services provided by
the company). 42 55 42 55
Loans to/from related parties
Loans to subsidiaries
Beginning of year - - 3,124 3,283
Loans advanced - - 821 913
Loans received - - (21) -
Interest received (accrued) - - 92 92
Provision for impairment - - (4,033) (1,164)
End of year - - (17) 3,124

Consolidated Company

2009 2008 2009 2008

$000 $000 $000 $000
Loan (convertible note) from RASL
Beginning of year 3,316 3,076 3,316 3,076
Loan advanced - - - -
Interest charged (forgiven) (316) 240 (316) 240
Loan repayments by shares 3,000 - 3,000 -
End of year - 3,316 - 3,316
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27. Related party transactions (Continued)
Terms and conditions
Transactions between related parties other than detailed below are on normal commercial terms

and conditions no more favourable than those available to other parties unless otherwise stated.

Refer to note 6 for details of the terms and conditions associated with the promissory note provided
between Australian Strategic and Precious Metals Pty Ltd and the Company.

Arrangements with related parties continue to be in place.

During the period the following changes to these arrangements occurred.

2009 2008

$000 $000
Loan (convertible note) from RASL
Beginning of the period 3,316 3,076
Interest accrued - 240
Forgiveness of interest accrued (316) -
Conversion of convertible notes into equity (3,000) -
End of period - 3,316
Loan from RASL
Beginning of the period - -
Loan funds advanced 123 -
End of period 123 -
Loan from Poli/Viner
Beginning of the period - -
Loan funds advanced 125 -
End of period 125 -

Paul Poli and Andy Viner were issued 4 million options and 2 million options respectively with an
exercise price of 7 cents each expiring 1 July 2011. The value of each option is referred to in Note 26.

Paul Poli and Andy Viner were issued 20 million options and 10 million options respectively with an
exercise price of 10 cents each expiring 1 July 2012. The value of each option is referred to in Note
26.

RASL was issued 3 million options with an exercise price of 7 cents each expiring 1 July 2011. The
value of each option is referred to in Note 26.

RASL was issued 15 million options with an exercise price of 10 cents each expiring 1 July 2012. The
value of each option is referred to in Note 26.

Paul Poli and Andy Viner entered into an underwriting agreement with the Company to subscribe for
shares up to a maximum of $1.5 million in one or more capital raisings undertaken before 31
December 2009. On 9 January 2009, Paul Poli and Andy Viner were issued 2,000,000 options with an
exercise price of 35 cents each expiring 1 July 2011.

Each of the above issue of options was prior to the 1 for 5 consolidation undertaken by the
Company.
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28. Remuneration of auditors

The auditor of Matsa Resources Limited is Ord Partners.

Consolidated Company
2009 2008 2009 2008
$000 $000 $000 $000
Amounts received or due and receivable by
Ord Partners for an audit or review of the
entity and any other entity in the
consolidated group. 42 36 42 36
Amounts received or due and receivable by
related practices of Ord Corporate for:
- tax compliance 4 7 4 7
4 7 4 7
46 43 46 43

29. Events After the Balance Date

On 24 July 2009 shareholders of the Company voted in favour of issuing a total of 2,480,572 ordinary
shares at an issue price of $0.10 each to Paul Poli, Andy Viner and RASL AU LLC as satisfaction for the
repayment of loans that had been made to the Company amounting to $248,057.

On 12 August 2009 the Company announced that it had signed an Agreement with Focus Minerals
Limited giving Focus Minerals the exclusive right to conclude a formal and binding Transaction
Agreement for the treatment of ore from the North Scotia gold deposit within Matsa’s Norseman
Project. Whilst the terms have already been substantially agreed upon, this exclusive period is valid
until 30 September 2009 unless extended by mutual consent.

In conjunction with the agreement the Company announced that Focus Minerals would take a
placement of shares in the Company subject to certain conditions to the value of $200,000 being the
average of the VWAP for each of the trading days from and including 3rd August 2009 up to and
including 7 August 2009 being 16.1 cents. This issue was made as part of a placement in total of
4,202,236 ordinary fully paid shares to raise $612,160 to advance the Company’s development
plans.

On 17 September 2009 the Company announced it has raised $1,900,000 through a placement of
9.5 million shares at an issue price of 20 cents per share to sophisticated and professional investors
facilitated by Lead Manager Patersons Securities Limited. The funds will be used to focus on ongoing
mine development activities at the Company’s North Scotia and Mt Henry open pit deposits within
the Norseman Project in Western Australia.

Other than stated above, no matters or circumstances have arisen since the end of the financial year
which significantly affected or may significantly affect the operations of the group, the results of
those operations, or the state of affairs of the group in future financial years.

-73-



MATSA RESOURCES LIMITED

DIRECTORS DECLARATION

1. In the opinion of the directors of Matsa Resources Limited (the “Company”):

(a) the financial statements and notes and the Remuneration report in the Directors’

report, set out on pages 14 to 20, are in accordance with the Corporations Act 2001,
including;

(i) giving a true and fair view of the Company’s and the Group’s financial position as at
30 June 2009 and of their performance, for the financial year ended on that date;
and

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

(b)  the financial report also complies with International Financial Reporting Standards as
disclosed in note 2;

(c) 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. The directors have been given the declarations required by Section 295A of the Corporations
Act 2001 from the chief executive officer and chief financial officer for the financial year
ended 30 June 2009.

Signed in accordance with a resolution of the directors;

=

Paul Poli
Executive Chairman

Perth, 30 September 2009
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF
MATSA RESOURCES LIMITED

Report on the financial report

We have audited the accompanying financial report of Matsa Resources Limited, which
comprises the balance sheet as at 30 June 2009, and the income statement, statement of
changes in equity and cash flow statement for the year ended on that date, a summary of
significant accounting policies, other explanatory notes and the directors’ declaration of
the consolidated entity comprising the company and the entities it controlled at the
year’s end or from time to time during the financial year.

Directors’ responsibility for the financial report

The directors of the company are responsible for the preparation and fair presentation of
the financial report in accordance with Australian Accounting Standards (including the
Australian Accounting Interpretations) and the Corporations Act 2001. This responsibility
includes establishing and maintaining internal control relevant to the preparation and fair
presentation of the financial report that is free from material misstatement, whether due
to fraud or error; selecting and applying appropriate accounting policies; and making
accounting estimates that are reasonable in the circumstances. In Note 2, the directors
also state, in accordance with Accounting Standard AASB 101 Presentation of Financial
Statements, that the financial report, comprising the financial statements and notes
complies with International Financial Reporting Standards.

Auditor’s responsibility

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

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

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

Independence

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

OR/D

PARTNERS
CHARTERED ACCOUNTANTS

lan K Macpherson CA

Robert W Parker CA

Level 1, 47 Stirling Highway
Nedlands WA 6009
PO Box 3437

Broadway Nedlands WA
6009

® +61893213514
= +61 89321 3523

ord@ordnexia.com.au
www.ordnexia.com.au

Liability limited by a scheme
approved under Professional
Standards Legislation

Chartered Accountants
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Auditor’s opinion
In our opinion:
(a)  the financial report of Matsa Resources Limited is in accordance with the Corporations Act 2001, including:

(i) giving a true and fair view of the company’s and consolidated entity’s financial position as at 30 June 2009
and of its performance for the year ended on that date; and

(i) complying with Australian Accounting Standards (including the Australian Accounting Interpretations) and
the Corporations Regulations 2001; and

(b)  the financial report also complies with International Financial Reporting Standards as disclosed in Note 2.
Material uncertainty regarding going concern

Without qualifying the opinion expressed above, attention is drawn to the following matter. As a result of matters
referred to in Note 2 “Going Concern” to the financial statements, the ability of the Company to continue as a going
concern and meet its planned and committed expenditures including exploration expenditures is dependent upon the
Company raising further working capital. In the event that the Company cannot raise further working capital, there is
material uncertainty whether the Company will able to pay its debts as and when they become due and payable.
Should the Company be unable to continue as a going concern, it may be required to realise its assets and extinguish its
liabilities other than in the normal course of business and at amounts different from those stated in the financial
report. The financial report does not include any adjustments relating to the recoverability and classification of
recorded assets nor to the amounts and classification of liabilities that might be necessary should the entity not
continue as a going concern.

Report on the remuneration report

We have audited the Remuneration Report consisting of sections A to D in the directors’ report for the year ended 30
June 2009. The directors of the Company are responsible for the preparation and presentation of the Remuneration
Report in accordance with Section 300A of the Corporations Act 2001. Our responsibility is to express an opinion on the
Remuneration Report, based on our audit conducted in accordance with Australian Auditing Standards.

Auditor’s opinion

In our opinion, the Remuneration Report of Matsa Resources Limited for the year ended 30 June 2009, that is
consisting of sections A to D in the directors’ report, complies with Section 300A of the Corporations Act 2001.

ORD PARTNERS
Chartered Accountants

lan Macpherson
Partner

Perth

30 September 2009



MATSA RESOURCES LIMITED

ASX ADDITIONAL INFORMATION

The following additional information is required by the Australian Securities Exchange Ltd in respect
of listed public companies only.

SHARE HOLDING
Distribution of Shareholders as at 21* of September 2009

Number of
Category (size of holding)  Shareholders

1-1,000 213
1,001 -5,000 564
5,001 - 10,000 281
10,001 — 100,000 550
100,001 — and over 122

1,730

The number of shareholdings held in less than marketable parcels is 453.

Twenty Largest Shareholders as at 21* of September 2009

Name No. %
RASL AU LLC 8,482,241 8.92
Mr Paul Poli (P Poli Family A/C) 6,677,600 7.03
ANZ Nominees Limited 5,895,251 6.20
Mr Mark John Allison 3,100,000 3.26
Edwin Leigh Davies (The Davies Family A/C) 3,000,000 3.16
HSBC Custody Nominees 2,555,065 2.69
Western Discovery Pty Ltd (The Viner A/C) 1,920,000 2.02
Mr Oliver Nikolovski (The Nikolovski Family A/C) 1,725,000 1.82
Mr Steven James Brown (Family A/C) 1,661,100 1.75
Mr Edwin Leigh Davies (The Davies Family A/C) 1,600,000 1.68
Burgundy Triangle Pty Ltd 1,535,000 1.62
Mr Paul Poli (P Poli Family A/C) 1,333,333 1.40
Mr Kimberley Alan Harris (Family Account) 1,298,702 1.37
Mr Robert Genovesi & Mrs Magalay Genovesi & Mr Frank Giannasi
& Mrs Maria Giannasi (The Bld Workshop No1 S/F) 1,250,000 1.32
Focus Minerals Limited 1,242,236 1.31
Western Discovery Pty Ltd (Viner Superannuation Fund) 1,145,000 1.20
Lotta Nominees Pty Ltd 1,081,301 1.14
Mr John Francis Young & Mr Christopher John Young & Mr Brett
William Young (J F Young Super Fund) 1,045,000 1.10
Mr Carmelo Poli & Mrs Eileen Poli (Carmelo Poli Superannuation
Fund) 990,500 1.04
Paul Poli & Sonya Kathleen Poli (P Poli Super Fund) 925,000 0.97
48,462,329 51.00
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Substantial Shareholders

Fully paid
Ordinary shareholder Number Percentage
RASL AU LLC 8,782,241 9.65%
Paul Poli 9,945,933 9.45%

RESTRICTED SECURITIES
The Company has issued the following restricted securities:

Date Ceasing to be

Name Class of Equity Security Number Restricted Security
Mr Paul Poli Ordinary Shares 6,657,600 24 December 2009
Mr Andrew Viner Ordinary Shares 2,400,000 24 December 2009

STATEMENT OF UNQUOTED SECURITIES

Number of Options Number of Holders Exercise Price Date of Expiry
260,000 4 $0.50 5 December 2010
260,000 4 $1.00 5 December 2011
250,000 2 $0.625 16 April 2011
250,000 2 $0.75 16 April 2011
250,000 2 $1.00 16 April 2011
7,800,000 51 $0.35 1July 2011
9,000,000 3 $0.50 1 July 2012
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SCHEDULE OF MINERAL PROPERTIES

Tenement Type and No. Holder Status Share Held
Broad Arrow

P 24/3998 Matsa Resources Limited Granted 100%
P 24/3997 Matsa Resources Limited Granted 100%
P 24/3995 Matsa Resources Limited Granted 100%
P 24/3989 Matsa Resources Limited Granted 100%
P 24/3988 Matsa Resources Limited Granted 100%
P 24/3987 Matsa Resources Limited Granted 100%
P 24/3984 Matsa Resources Limited Granted 100%
P 24/3983 Matsa Resources Limited Granted 100%
P 24/3982 Matsa Resources Limited Granted 100%
P 24/3980 Matsa Resources Limited Granted 100%
P 24/3942 Matsa Resources Limited Granted 100%
P 24/3940 Matsa Resources Limited Granted 100%
P 24/3939 Matsa Resources Limited Granted 100%
P 24/3938 Matsa Resources Limited Granted 100%
M 24/641 Allen Royce William Granted 100%
M 24/503 Allen Royce William Granted 100%
M 24/485 Allen Royce William Granted 100%
M 24/472 Allen Royce William Pending 100%
M 24/282 Matsa Resources Limited Granted 100%
M 24/777 Allen Royce William Granted 100%
P 24/4005 Matsa Resources Limited Granted 100%
P 24/3941 Matsa Resources Limited Granted 100%

Broad Arrow - West

P 24/4390 Matsa Resources Limited Granted 100%
P 24/4391 Matsa Resources Limited Granted 100%
P 24/4392 Matsa Resources Limited Application 100%
Coffey Bore

M 24/802 Norilsk Nickel Application 100%

New Sheep Yard Dam
M 24/839 Norilsk Nickel Application 100%

Siberia South
M 24/863 Norilsk Nickel Granted 100%

Three Eights

P 24/3506 Matsa Resources Limited Granted 100%
P 24/3507 Matsa Resources Limited Granted 100%
Bonnievale

E 15/799 Matsa Resources Limited Granted 100%
Fair Adelaide

M 24/808 Allen Royce William Application 100%
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Tenement Type and No.
Camel Farm
M 15/455

Clinker Hill
P 25/1689
P 25/1691
P 25/1692
P 25/1693
P 25/1694
P 25/1695
P 25/1696
P 25/1697
P 25/1698
P 25/1699
P 25/1700
P 25/1701
P 25/1702
P 25/1703
P 25/1704
P 25/1705
P 25/1706
P 25/1707
P 25/2019

Mt Monger
P 25/2099

Dundas

P 63/1636
P 63/1637
P 63/1638
P 63/1639

Balgarrie
P 16/2538
P 16/2539

Dunnsville
P 16/2345
P 16/2344
P 16/2343
P 16/2342
P 16/2341
P 16/2340
P 16/2192
P16/2191

MATSA RESOURCES LIMITED

SCHEDULE OF MINERAL PROPERTIES

Holder

Allen Royce William

Fleetdale Pty Ltd
Fleetdale Pty Ltd
Fleetdale Pty Ltd
Fleetdale Pty Ltd
Fleetdale Pty Ltd
Fleetdale Pty Ltd
Fleetdale Pty Ltd
Fleetdale Pty Ltd
Fleetdale Pty Ltd
Fleetdale Pty Ltd
Fleetdale Pty Ltd
Fleetdale Pty Ltd
Fleetdale Pty Ltd
Fleetdale Pty Ltd
Fleetdale Pty Ltd
Fleetdale Pty Ltd
Fleetdale Pty Ltd
Fleetdale Pty Ltd
Matsa Resources Limited

Matsa Resources Limited

Australian Strategic And Precious
Metals Investment Pty Ltd
Australian Strategic And Precious
Metals Investment Pty Ltd
Australian Strategic And Precious
Metals Investment Pty Ltd
Australian Strategic And Precious
Metals Investment Pty Ltd

Matsa Resources Limited
Matsa Resources Limited

Matsa Resources Limited
Matsa Resources Limited
Matsa Resources Limited
Matsa Resources Limited
Matsa Resources Limited
Matsa Resources Limited
Allen Royce William
Allen Royce William

Status

Granted

Granted
Granted
Granted
Granted
Granted
Granted
Granted
Granted
Granted
Granted
Granted
Granted
Granted
Granted
Granted
Granted
Granted
Granted
Granted

Application

Granted
Granted
Granted

Granted

Application
Application

Application
Application
Application
Application
Application
Application
Granted
Granted

Share Held

100%

100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%

100%

100%

100%

100%

100%

100%
100%

100%
100%
100%
100%
100%
100%
100%
100%
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SCHEDULE OF MINERAL PROPERTIES

Tenement Type and No. Holder Status Share Held
Dunnsville Continued

P 16/2190 Allen Royce William Granted 100%
P 16/2189 Allen Royce William Granted 100%
P 16/2188 Allen Royce William Granted 100%
P 16/2021 Allen Royce William Granted 100%
M 16/487 Allen Royce William Granted 100%
M 16/481 Allen Royce William Application 100%
M 16/474 Allen Royce William Application 100%
E 16/294 Allen Royce William Granted 100%
E 16/259 Frank William Robinson Granted 100%
E 16/303 Allen Royce William Granted 100%
E 16/297 Allen Royce William Granted 100%
E 16/296 Allen Royce William Granted 100%
P 16/2162 Zeedam Enterprises Pty Ltd Granted 100%
P 16/2161 Zeedam Enterprises Pty Ltd Granted 100%
P 16/2160 Zeedam Enterprises Pty Ltd Granted 100%
P 16/2159 Zeedam Enterprises Pty Ltd Granted 100%
P 16/2158 Zeedam Enterprises Pty Ltd Granted 100%
P 16/2157 Zeedam Enterprises Pty Ltd Granted 100%
P 16/2156 Zeedam Enterprises Pty Ltd Granted 100%
P 16/2155 Zeedam Enterprises Pty Ltd Granted 100%
P 16/2154 Zeedam Enterprises Pty Ltd Granted 100%
P 16/2153 Zeedam Enterprises Pty Ltd Granted 100%
P 16/2549 Matsa Resources Limited Application 100%
P 16/1926 Allen Royce William Granted 100%
Kintore

P 16/2536 Matsa Resources Limited Application 100%
P 16/2537 Matsa Resources Limited Application 100%
Kunanalling

P 16/2529 Matsa Resources Limited Application 100%
P 16/2530 Matsa Resources Limited Application 100%
P 16/2531 Matsa Resources Limited Application 100%
P 16/2533 Matsa Resources Limited Application 100%
P 16/2532 Matsa Resources Limited Application 100%
P 16/2534 Matsa Resources Limited Application 100%
P 16/2535 Matsa Resources Limited Application 100%
Mt Burges 1

E 16/389 Matsa Resources Limited Application 100%
Mt Bugers 2

E 16/390 Matsa Resources Limited Application 100%
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Tenement Type and No. Holder Status Share Held

Golden Cities

P 24/4340 Matsa Resources Limited Granted 100%

P 24/4347 Matsa Resources Limited Granted 100%

P 24/4339 Matsa Resources Limited Granted 100%

P 24/4348 Matsa Resources Limited Granted 100%

P24/4342 Matsa Resources Limited Granted 100%

P24/4341 Matsa Resources Limited Granted 100%

P 24/4345 Matsa Resources Limited Granted 100%

P 24/4346 Matsa Resources Limited Granted 100%

P 24/4343 Matsa Resources Limited Granted 100%

P 24/4344 Matsa Resources Limited Granted 100%

Jackpot

M 15/1359 Matsa Resources Limited Granted 100%

M 15/1358 Matsa Resources Limited Granted 100%

M 15/1357 Matsa Resources Limited Granted 100%

M 15/1341 Matsa Resources Limited Granted 100%

Jubilee

M 28/129 Allen Royce William Application 100%

Mt Vetters

E 24/131 Matsa Resources Limited Granted 100%

E 24/166 Matsa Resources Limited Application 100%

Abbots Hall
Australian Strategic And Precious

P 63/1454 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1455 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1456 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1457 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1458 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1459 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1460 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1394 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1395 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1396 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1397 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1398 Metals Investment Pty Ltd Granted 100%
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Abbots Hall Continued

P 63/1399
P 63/1400
P 63/1401
P 63/1402
P 63/1403
P 63/1404
P 63/1405
P 63/1406
P 63/1407
P 63/1409

Beete
E63/1212

Dundas Rocks

P 63/1426

P 63/1427

P 63/1428

Dundas Woolyeenyer SW
P 63/742

Everlasting

P 63/1393

P 63/1391

P 63/1392

MATSA RESOURCES LIMITED

SCHEDULE OF MINERAL PROPERTIES

Holder

Australian Strategic And Precious
Metals Investment Pty Ltd
Australian Strategic And Precious
Metals Investment Pty Ltd
Australian Strategic And Precious
Metals Investment Pty Ltd
Australian Strategic And Precious
Metals Investment Pty Ltd
Australian Strategic And Precious
Metals Investment Pty Ltd
Australian Strategic And Precious
Metals Investment Pty Ltd
Australian Strategic And Precious
Metals Investment Pty Ltd
Australian Strategic And Precious
Metals Investment Pty Ltd
Australian Strategic And Precious
Metals Investment Pty Ltd
Australian Strategic And Precious
Metals Investment Pty Ltd

Matsa Resources Limited

Australian Strategic And Precious
Metals Investment Pty Ltd
Australian Strategic And Precious
Metals Investment Pty Ltd
Australian Strategic And Precious
Metals Investment Pty Ltd

Australian Strategic And Precious
Metals Investment Pty Ltd

Australian Strategic And Precious
Metals Investment Pty Ltd
Australian Strategic And Precious
Metals Investment Pty Ltd
Australian Strategic And Precious
Metals Investment Pty Ltd

Status

Granted

Granted

Granted

Granted

Granted

Granted

Granted

Granted

Granted

Granted

Granted

Granted

Granted

Granted

Granted

Granted

Granted

Granted

Share Held

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%
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Tenement Type and No. Holder Status Share Held
Lake Cowan
Australian Strategic And Precious
P 63/1424 Metals Investment Pty Ltd Granted
Australian Strategic And Precious
P 63/1425 Metals Investment Pty Ltd Granted
Australian Strategic And Precious
P 63/1675 Metals Investment Pty Ltd Granted 100%
Lake Kirk
P 63/1640 Matsa Resources Limited Granted 100%

McPherson Rock

E 63/1215 Matsa Resources Limited Granted 100%
Australian Strategic And Precious

E 63/1362 Metals Investment Pty Ltd Application 100%

Mildura
Australian Strategic And Precious

P 63/1421 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1389 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1582 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1583 Metals Investment Pty Ltd Granted 100%

Mt Deans
Australian Strategic And Precious

M 63/516 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1330 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1570 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1571 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1572 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1573 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1574 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1581 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1752 Metals Investment Pty Ltd Application 100%
Australian Strategic And Precious

P 63/1753 Metals Investment Pty Ltd Application 100%
Australian Strategic And Precious

P 63/1754 Metals Investment Pty Ltd Application 100%
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Tenement Type and No. Holder Status Share Held
Mt Deans Continued
Australian Strategic And Precious

P 63/1755 Metals Investment Pty Ltd Application 100%
Australian Strategic And Precious

P63/1751 Metals Investment Pty Ltd Application 100%

Mt Henry
Australian Strategic And Precious

P 63/1422 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1423 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1564 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1565 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1566 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1567 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1568 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1569 Metals Investment Pty Ltd Granted 100%

Mt Henry Road
Australian Strategic And Precious

L63/64 Metals Investment Pty Ltd Application 100%

Mt Kirk
Australian Strategic And Precious

M 63/165 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

M 63/236 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1673 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1408 Metals Investment Pty Ltd Granted 100%

P 63/1674 Matsa Resources Limited Granted 100%

Mt Thirsty
Australian Strategic And Precious

E 63/1348 Metals Investment Pty Ltd Application 100%

Norseman
Australian Strategic And Precious

M 63/515 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1562 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1563 Metals Investment Pty Ltd Granted 100%
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Tenement Type and No. Holder Status Share Held
Norseman Continued
Australian Strategic And Precious

L 63/58 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1576 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1461 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1462 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1463 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1464 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1661 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1575 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1577 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1578 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1579 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1580 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1465 Metals Investment Pty Ltd Granted 100%

North Scotia
Australian Strategic And Precious
M 63/366 Metals Investment Pty Ltd Application 100%

Norseman North -

Abbotts Hall 100%
Australian Strategic And Precious

P 63/1466 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1467 Metals Investment Pty Ltd Granted 100%
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North Abbottshall
Australian Strategic And Precious

P 63/1410 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1411 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1412 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1413 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1414 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1415 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1416 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1417 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1418 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1419 Metals Investment Pty Ltd Granted 100%
Australian Strategic And Precious

P 63/1420 Metals Investment Pty Ltd Granted 100%

Old Coach Road
Australian Strategic And Precious

L 63/65 Metals Investment Pty Ltd Application 100%
Ora Banda

P 24/3937 Matsa Resources Limited Granted 100%
M 24/574 Norilsk Nickel Granted 100%
Waverly

Australian Strategic And Precious
P 63/1756 Metals Investment Pty Ltd Application 100%
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CORPORATE GOVERNANCE STATEMENT

Following the introduction of the ASX Corporate Governance Council’s Principles of Good Corporate
Governance and Best Practice Recommendations (ASX Principles and Recommendations), and the
revised second edition of the ASX Principles and Recommendations, Matsa Resources Limited has
made it a priority to adopt systems of control and accountability as the basis for the administration
of corporate governance. The Company’s corporate governance practices for the year ending 30
June 2009 and as at the date of this report are outlined in this corporate governance statement.

The Company has considered each recommendation provided in the ASX Principles and
Recommendations, taking into account factors such as the size of the Company and the Board,
resources available and activities of the Company. Where, after due consideration, the Company’s
corporate governance practices depart from the ASX Principles and Recommendations, the Board
has offered full disclosure of the nature of, and reason for, the adoption of its own practice.

For further information on corporate governance policies adopted by the Company, refer to the
corporate governance section of our website: www.matsa.com.au

1. Compliance with Best Practice Recommendations

The table below summaries the Company’s compliance with the Corporate Governance Council’s

Recommendations:

Principle # | ASX Corporate Governance Council Recommendations Reference Comply
Principle 1 | Lay solid foundations for management and oversight
1.1 | Establish the functions reserved to the Board and those 2(a) Yes
delegated to senior executives and disclose those
functions.
1.2 | Disclose the process for evaluating the performance of 2(h), 3(b), Yes
senior executives. Remuneration
Report
1.3 | Provide the information indicated in the Guide to 2(a), 2(h), 3(b), Yes
reporting on principle 1. Remuneration
Report
Principle 2 | Structure the Board to add value
2.1 | A majority of the Board should be independent directors. 2(e) No
2.2 | The chair should be an independent director. 2(c), 2(e) No
2.3 | The roles of chair and chief executive officer should not 2(b), 2(c) No
be exercised by the same individual.
2.4 | The Board should establish a nomination committee. 2(d) No
2.5 | Disclose the process for evaluating the performance of 2(h) Yes
the Board, its committees and individual directors.
2.6 | Provide the information indicated in the Guide to 2(b), 2(c), 2(d), Yes
reporting on principle 2. 2(e), 2(h)
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Principle 3

Promote ethical and responsible decision-making

3.1

Establish a code of conduct and disclose the code or a
summary as to:

4(a)

Yes

e the practices necessary to maintain confidence in the
company’s integrity;

e the practices necessary to take into account the
company’s legal obligations and the reasonable
expectations of its stakeholders; and

e the responsibility and accountability of individuals for
reporting and investigating reports of unethical
practices.

3.2

Establish a policy concerning trading in company
securities by directors, senior executives and employees
and disclose the policy or a summary.

4(b)

Yes

3.3

Provide the information indicated in the Guide to
reporting on principle 3.

4(a), 4(b)

Yes

Principle #

ASX Corporate Governance Council Recommendations

Reference

Comply

Principle 4

Safeguard integrity in financial reporting

4.1

The Board should establish an audit committee.

3(a)

Yes

4.2

The audit committee should be structured so that it:

3(a)

No

e consists only of non-executive directors;

e consists of a majority of independent directors;

e is chaired by an independent chair, who is not chair of
the Board; and

e has at least three members.

4.3

The audit committee should have a formal charter

3(a)

Yes

4.4

Provide the information indicated in the Guide to
reporting on principle 4.

3(a)

Yes

Principle 5

Make timely and balanced disclosure

5.1

Establish written policies designed to ensure compliance
with ASX Listing Rule disclosure requirements and to
ensure accountability at senior executive level for that
compliance and disclose those policies or a summary of
those policies.

5(a), 5(b)

Yes

5.2

Provide the information indicated in the Guide to
reporting on principle 5.

5(a), 5(b)

Yes

Principle 6

Respect the rights of shareholders

6.1

Design a communications policy for promoting effective

communication with shareholders and encouraging their
participation at general meetings and disclose the policy
or a summary of that policy.

5(a), 5(b)

Yes

6.2

Provide the information indicated in the Guide to

5(a), 5(b)

Yes
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reporting on principle 6.

Principle 7

Recognise and manage risk

7.1

Establish policies for the oversight and management of
material business risks and disclose a summary of those
policies.

6(a)

Yes

7.2

The Board should require management to design and
implement the risk management and internal control
system to manage the company’s material business risks
and report to it on whether those risks are being
managed effectively. The Board should disclose that
management has reported to it as to the effectiveness of
the company’s management of its material business risks.

6(a), 6(b), 6(d)

Yes

7.3

The Board should disclose whether it had received
assurance from the chief executive officer and the chief
financial officer that the declaration provided in
accordance with section 295A of the Corporations Act is
founded on a sound system of risk management and
internal control and that the system is operating
effectively in all material respects in relation to financial
reporting risks.

Yes

7.4

Provide the information indicated in the Guide to
reporting on principle 7.

6(a), 6(b), 6(c), 6(d)

Yes

Principle 8

Remunerate fairly and responsibly

8.1

The Board should establish a remuneration committee.

3(b)

No

8.2

Clearly distinguish the structure on non-executive
directors’ remuneration from that of executive directors
and senior executives.

3(b), Remuneration
Report

Yes

8.3

Provide the information indicated in the Guide to
reporting on principle 8.

3(b),

Yes

2. THE BOARD OF DIRECTORS

2(a) Roles and Responsibilities of the Board

The role of the Board is to be accountable to the shareholders and investors for the overall
performance of the Company and takes responsibility for monitoring the Company’s business
and affairs and setting its strategic direction, establishing and overseeing the Company’s
financial position provide leadership for and the supervision of the Company’s senior
management.

The Board is responsible for:

. Appointing, evaluating, rewarding and if necessary the removal of the Chief Executive

Monitoring actual

Officer ("CEQ") and senior management;

Development of corporate objectives and strategy with management and approving
plans, new investments, major capital and operating expenditures and major funding
activities proposed by management;

performance against defined performance expectations and
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reviewing operating information to understand at all times the state of the health of the
Company;

. Assessing the effectiveness of senior management’s implementation of systems and the
management of business risks, safety and occupational health, environmental issues
and community development;

. Satisfying itself that the financial statements of the Company fairly and accurately set
out the financial position and financial performance of the Company for the period
under review;

) Satisfying itself that there are appropriate reporting systems and controls in place to
assure the Board that proper operational, financial, compliance, risk management and
internal control process are in place and functioning appropriately.

. Approving and monitoring financial and other reporting;
. Assuring itself that appropriate audit arrangements are in place;
. Ensuring that the Company acts legally and responsibly on all matters and approving the

Company'’s policies on risk oversight and management, internal compliance and control,
Code of Conduct, and legal compliance and assuring itself that the Company practice is
consistent with that Code; and other policies; and

. Reporting to and advising shareholders.

Other than as specifically reserved to the Board, responsibility for the day-to-day
management of the Company’s business activities is delegated to the Chief Executive Officer
and Executive Management.

Board Composition

The Directors determine the composition of the Board employing the following principles:

. the Board, in accordance with the Company’s constitution must comprise a minimum of
three Directors;

° the roles of the Chairman of the Board and of the Chief Executive Officer should be
exercised by different individuals;

. the majority of the Board should comprise Directors who are non-executive;

. the Board should represent a broad range of qualifications, experience and expertise
considered of benefit to the Company; and

° the Board must be structured in such a way that it has a proper understanding of, and
competency in, the current and emerging issues facing the Company, and can
effectively review management’s decisions.

The Board is currently comprised of an Executive Chairman, an Executive Director and a non-
executive Director. Details of the members of the Board, their experience, expertise,
qualifications, terms of office and independent status are set out in the Directors’ Report of
the Annual Report under the heading “Directors”. During the financial year the Board
composition changed such that the Company does not comply with Recommendation 2.1 as
there is only one non-executive director.

The Company’s constitution requires one-third of the Directors (or the next lowest whole
number) to retire by rotation at each Annual General Meeting (AGM). The Directors to retire
at each AGM are those who have been longest in office since their last election. Where
Directors have served for equal periods, they may agree amongst themselves or determine by
lot who will retire. A Director must retire in any event at the third AGM since he or she was
last elected or re-elected. Retiring Directors may offer themselves for re-election.

A Director appointed as an additional or casual Director by the Board will hold office until the
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next AGM when they may be re-elected.

The Chief Executive Officer is not subject to retirement by rotation and, along with any
Director appointed as an additional or casual Director, is not to be taken into account in
determining the number of Directors required to retire by rotation.

Chairman and Chief Executive Officer

The Chairman is responsible for:

° leadership of the Board,;

° the efficient organisation and conduct of the Board’s functions;

. the promotion of constructive and respectful relations between Board members and
between the Board and management;

. contributing to the briefing of Directors in relation to issues arising at Board meetings;

° facilitating the effective contribution of all Board members; and

. committing the time necessary to effectively discharge the role of the Chairman.

The Board does not comply with the ASX Recommendations 2.2 and 2.3 in that the Chairman
has an executive capacity and therefore is not an independent Director (refer to 2(e)
Independent Directors). The Board has considered this matter and decided that the non-
compliance does not effect the operation of the Company. During the first half of the financial
year the then Chairman was independent and a non-executive which did meet ASX
Recommendations 2.2 and 2.3 during that period.

The Chief Executive Officer is responsible for:
. implementing the Company’s strategies and policies; and

. running the affairs of the Company under the delegated authority from the Board.

The roles of the Chairman and the Chief Executive Officer are not separate with the role being
undertaken by an Executive Chairman.

Nomination Committee

The Company does not comply with ASX Recommendation 2.4. The Company is not of a
relevant size to consider formation of a nomination committee to deal with the selection and
appointment of new Directors and as such a nomination committee has not been formed.

Nominations of new Directors are considered by the full Board in accordance with the
Company’s “Selection of New Directors Policy”.

Independent Directors

The Company recognises that independent directors are important in assuring shareholders
that the Board is properly fulfilling its role and is diligent in holding senior management
accountable for its performance. The Board assesses each of the directors against specific
criteria to decide whether they are in a position to exercise independent judgment.

Directors of Matsa Resources Limited are considered to be independent when they are
independent of management and free from any business or other relationship that could
materially interfere with, or could reasonably be perceived to materially interfere with, the
exercise of their unfettered and independent judgement.

In making this assessment, the Board considers all relevant facts and circumstances.

Relationships that the Board will take into consideration when assessing independence are

whether a Director:

e is a substantial shareholder of the Company or an officer of, or otherwise associated
directly with, a substantial shareholder of the Company;
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e is employed, or has previously been employed in an executive capacity by the Company or
another Company member, and there has not been a period of at least three years
between ceasing such employment and serving on the Board;

e has within the last three years been a principal of a material professional advisor or a
material consultant to the Company or another Company member, or an employee
materially associated with the service provided;

e is a material supplier or customer of the Company or other Company member, or an
officer of or otherwise associated directly or indirectly with a material supplier or
customer; or

e has a material contractual relationship with the Company or another Company member
other than as a Director.

The Company does not comply with ASX Recommendation 2.1. The Company has two
executive Directors and only one independent, non-executive Director and there is not a
majority of independent Directors on the Board. In accordance with the definition of
independence above only one of the Directors of the Company is considered to be
independent.

The Board believes that the Company is not of sufficient size to warrant the inclusion of more
independent non-executive Directors in order to meet the ASX recommendation of
maintaining a majority of independent non-executive Directors. The Company maintains a mix
of Directors from different backgrounds with complementary skills and experience.

Avoidance of conflicts of interest by a Director

In order to ensure that any interests of a Director in a particular matter to be considered by
the Board are known by each Director, each Director is required by the Company to disclose
any relationships, duties or interests held that may give rise to a potential conflict. Directors
are required to adhere strictly to constraints on their participation and voting in relation to
any matters in which they may have an interest.

Board access to information and independent advice

Directors are able to access members of the management team at any time to request
relevant information.

There are procedures in place, agreed by the Board, to enable Directors, in furtherance of
their duties, to seek independent professional advice at the company’s expense.

Review of Board performance

The performance of the Board is reviewed regularly by the Chairman. The Chairman conducts
performance evaluations which involve an assessment of each Board member’s performance
against specific and measurable qualitative and quantitative performance criteria. The
performance criteria against which directors and executives are assessed is aligned with the
financial and non-financial objectives of Matsa Resources Limited. Directors whose
performance is consistently unsatisfactory may be asked to retire.

BOARD COMMITTEES
Audit Committee

Given the size and scale of the Company’s operations the full Board undertakes the role of the
Audit Committee. The Audit Committee does not comply with ASX Recommendation 4.2 as
only three of the four members are non-executive Directors and none are considered to be an
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independent Director (refer 2(e)). The role and responsibilities of the Audit Committee are
summarised below. During the financial year there was one independent, non-executive
director.

The Audit Committee is responsible for reviewing the integrity of the Company’s financial
reporting and overseeing the independence of the external auditors. The Board sets aside
time to deal with issues and responsibilities usually delegated to the Audit Committee to
ensure the integrity of the financial statements of the Consolidated Entity and the
independence of the auditor.

The Board reviews the audited annual and half-year financial statements and any reports
which accompany published financial statements and recommends their approval to the
members. The Board also reviews annually the appointment of the external auditor, their
independence and their fees.

The Board is also responsible for establishing policies on risk oversight and management. The
Company has not formed a separate Risk Management Committee due to the size and scale of
its operations.

External Auditors

The Company’s policy is to appoint external auditors who clearly demonstrate quality and
independence. The performance of the external auditor is reviewed annually and applications
for tender of external audit services are requested as deemed appropriate, taking into
consideration assessment of performance, existing value and tender costs. It is Ord Nexia's
policy to rotate engagement partners on listed companies at least every five years.

An analysis of fees paid to the external auditors, including a break-down of fees for non-audit
services, is provided in the notes to the financial statements in the Annual Report.

There is no indemnity provided by the Company to the auditor in respect of any potential
liability to third parties.

The external auditor is requested to attend the annual general meeting and be available to
answer shareholder questions about the conduct of the audit and preparation and content of
the audit report.

The directors are satisfied that the provision of any non-audit services during the year by the
auditors is compatible with the general standard of independence for auditors imposed by the
Corporations Act.

The directors are satisfied that the provision of any non-audit services does not compromise
the auditor’s independence requirements of the Corporations Act because the services were
provided by persons who were not involved in the audit.

Remuneration Committee

The role of a Remuneration Committee is to assist the Board in fulfilling its responsibilities in
respect of establishing appropriate remuneration levels and incentive policies for employees.

The Board has not established a separate Remuneration Committee due to the size and scale
of its operations. This does not comply with Recommendation 8.1 however the Board as a
whole takes responsibility for such issues.

The responsibilities include setting policies for senior officers remuneration, setting the terms
and conditions for the CEO, reviewing and making recommendations to the Board on the
Company’s incentive schemes and superannuation arrangements, reviewing the remuneration
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of both executive and non-executive directors and undertaking reviews of the CEQO’s
performance.

The Company has structured the remuneration of its senior executives such that it comprises a
fixed salary and statutory superannuation. From time to time senior executives are issued
options. The Company believes that by remunerating senior executives in this manner it
rewards them for performance and aligns their interests with those of shareholders and
increases the Company’s performance.

Non-executive directors are paid their fees out of the maximum aggregate amount approved
by shareholders for non-executive director remuneration.

The remuneration received by directors and executives in the current period is contained in
the “Remuneration Report” within the Directors’ Report of the Annual Report.

ETHICAL AND RESPONSIBLE DECISION MAKING
Code of Ethics and Conduct

The Board endeavours to ensure that the Directors, officers and employees of the Company
act with integrity and observe the highest standards of behaviour and business ethics in
relation to their corporate activities. The “Code of Conduct” sets out the principles, practices,
and standards of personal behaviour the Company expects people to adopt in their daily
business activities.

All Directors, officers and employees are required to comply with the Code of Conduct. Senior
managers are expected to ensure that employees, contractors, consultants, agents and
partners under their supervision are aware of the Company’s expectations as set out in the
Code of Conduct.

All Directors, officers and employees are expected to:

(iv) comply with the law;

(v)  actin the best interests of the Company;

(vi) be responsible and accountable for their actions; and

(vii) observe the ethical principles of fairness, honesty and truthfulness, including prompt
disclosure of potential conflicts.

Policy concerning trading in Company securities

The Company’s “Policy for Trading in Company Securities” applies to all Directors, officers and
employees. This policy sets out the restrictions on dealing in securities by people who work
for, or are associated with the Company and is intended to assist in maintaining market
confidence in the integrity of dealings in the Company’s securities. The policy stipulates that
the only appropriate time for a Director, officer or employee to deal in the Company’s
securities is when they are not in possession of price sensitive information that is not
generally available to the market.

As a matter of practice, Company shares may only be dealt with by Directors and officers of
the Company under the following guidelines:

(viii) Guidelines are to be considered complementary to and not replace the various sections
of the Corporations Act 2001 dealing with insider trading; and

(ix) Prior approval of the Chairman, or in his absence, the approval of two directors is
required prior to any trading being undertaken.

TIMELY AND BALANCED DISCLOSURE
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Shareholder communication

The Company believes that all shareholders should have equal and timely access to material
information about the Company including its financial situation, performance, ownership and
governance. The Company’s “ASX Disclosure Policy” encourages effective communication with
its shareholders by requiring that Company announcements:

o be factual and subject to internal vetting and authorisation before issue;

. be made in a timely manner;

. not omit material information;

o be expressed in a clear and objective manner to allow investors to assess the impact of
the information when making investment decisions;

. be in compliance with ASX Listing Rules continuous disclosure requirements; and

. be placed on the Company’s website promptly following release.

Shareholders are encouraged to participate in general meetings. Copies of addresses by the
Chairman or Chief Executive Officer are disclosed to the market and posted on the Company’s
website. The Company’s external auditor attends the Company’s annual general meeting to
answer shareholder questions about the conduct of the audit, the preparation and content of
the audit report, the accounting policies adopted by the Company and the independence of
the auditor in relation to the conduct of the audit.

Continuous disclosure policy

The Company is committed to ensuring that shareholders and the market are provided with
full and timely information and that all stakeholders have equal opportunities to receive
externally available information issued by the Company. The Company’s “ASX Disclosure
Policy” described in 5(a) reinforces the Company’s commitment to continuous disclosure and
outline management’s accountabilities and the processes to be followed for ensuring
compliance.

The policy also contains guidelines on information that may be price sensitive. The Company
Secretary has been nominated as the person responsible for communications with the ASX.
This role includes responsibility for ensuring compliance with the continuous disclosure
requirements with the ASX Listing Rules and overseeing and coordinating information
disclosure to the ASX.

RECOGNISING AND MANAGING RISK

The Board is responsible for ensuring there are adequate policies in relation to risk
management, compliance and internal control systems. The Company’s policies are designed
to ensure strategic, operational, legal, reputation and financial risks are identified, assessed,
effectively and efficiently managed and monitored to enable achievement of the Company’s
business objectives. A written policy in relation to risk oversight and management has been
established (“Risk Management Policy”). Considerable importance is placed on maintaining a
strong control environment. There is an organisation structure with clearly drawn
responsibilities.

Board oversight of the risk management system

The Board is responsible for approving and overseeing the risk management system. The
Board reviews, at least annually, the effectiveness of the implementation of the risk
management controls and procedures.

The principle aim of the system of internal control is the management of business risks, with a
view to enhancing the value of shareholders' investments and safeguarding assets. Although
no system of internal control can provide absolute assurance that the business risks will be
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fully mitigated, the internal control systems have been designed to meet the Company's
specific needs and the risks to which it is exposed.

Annually, the Board is responsible for identifying the risks facing the Company, assessing the
risks and ensuring that there are controls for these risks, which are to be designed to ensure
that any identified risk is reduced to an acceptable level.

The Board is also responsible for identifying and monitoring areas of significant business risk.
Internal control measures currently adopted by the Board include:

a. monthly reporting to the Board in respect of operations and the Company’s financial
position, with a comparison of actual results against budget; and

b. regular reports to the Board by appropriate members of the management team and/or
independent advisers, outlining the nature of particular risks and highlighting measures
which are either in place or can be adopted to manage or mitigate those risks.

The Company’s risk management system is evolving. It is an on-going process and it is recognised
that the level and extent of the risk management system will evolve commensurate with the
development and growth of the Company’s activities.

6(b)

6(c)

6(d)

Risk management roles and responsibilities

The Board is responsible for approving and reviewing the Company’s risk management
strategy and policy. Executive management is responsible for implementing the Board
approved risk management strategy and developing policies, controls, processes and
procedures to identify and manage risks in all of the Company’s activities.

The Board is responsible for satisfying itself that management has developed and
implemented a sound system of risk management and internal control.

Chief Executive Officer and Chief Financial Officer Certification
The Chief Executive Officer and Chief Financial Officer provide to the Board written

certification that in all material respects:

C. The Company’s financial statements present a true and fair view of the Company’s
financial condition and operational results and are in accordance with relevant
accounting standards;

d. The statement given to the Board on the integrity of the Company’s financial statements
is founded on a sound system of risk management and internal compliance and controls
which implements the policies adopted by the Board; and

e. The Company’s risk management an internal compliance and control system is operating
efficiently and effectively in all material respects.

Internal review and risk evaluation

Assurance is provided to the Board by executive management on the adequacy and
effectiveness of management controls for risk on a regular basis.
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