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Liontown Resources Limited

Directors’ Report

The Directors present their report together with the financial report of Liontown Resources Limited (‘Liontown
Resources’ or ‘the Company’) for the financial year ended 30 June 2011 and the independent auditor’s report

thereon.

1. Directors

The Directors of the Company at any time during or since the end of the financial year are:

T R B Goyder
Chairman

D R Richards
BSc (Hons), MAIG
Managing Director

D A Jones
PhD, AusIMM, RPGeo
Non-executive Director

V P Gauci
B.Eng (Hons)
Non-executive Director

A W Kiernan
LLB
Non-executive Director

C R Williams
BSc (Hons)
Non-executive Director

Tim has over 30 years experience in the resource industry. Tim has been
involved in the formation and management of a number of private and
publicly-listed companies. Tim is currently Executive Chairman of Chalice
Gold Mines Limited and a Director of Uranium Equities Limited and Strike
Energy Limited.

David has over 30 years experience in mineral exploration in Australia, S.E.
Asia and western U.S.A. His career includes exploration and resource
definition for a variety of gold and base metal deposit styles and he led the
team that discovered the multi-million ounce, high grade Vera-Nancy gold
deposits in North Queensland. He has held senior positions with Battle
Mountain Australia Inc, Delta Gold Limited, AurionGold Limited and was
Managing Director of ASX-listed Glengarry Resources Limited from 2003-2009.

Doug is a Geologist with over 30 years experience in international mineral
exploration, having worked extensively in Australia, Africa, South America and
Europe. His career has covered exploration for gold in a wide range of
geological settings, volcanic and sediment-hosted zinc-copper-lead, and I0CG
style copper-gold. Doug is also a director of Chalice Gold Mines Limited, TSX
and AIM-listed Minera IRL Limited and TSX listed Serabi Mining Plc.

Vince was previously Managing Director of Pancontinental Mining Ltd and MIM
Holdings Ltd. Vince graduated from the University of NSW with an Honours
Degree in B.Eng (Mining) and has been active for many years in the resource
industry both in Australia and overseas. Vince is currently the Chairman of
Runge Limited and is a director of Newcrest Mining Limited. He is also
Chairman of the Broken Hill Community Foundation.

Tony is a lawyer and general corporate advisor with extensive experience in
the administration and operation of listed public companies. Tony is
Chairman of BC Iron Limited, Uranium Equities Limited, Venturex Resources
Limited and is a director of Chalice Gold Mines Limited. Tony was formerly a
director of North Queensland Metals Limited in the previous 3 years.

Craig is a geologist with over 30 years experience in mineral exploration and
development. Craig co-founded Equinox Minerals Limited in 1993 where, until
recently following Barrick Gold’s takeover of Equinox, was President, Chief
Executive Officer and Director. He has been directly involved in several
significant discoveries, including the Ernest Henry Deposit in Queensland and
a series of gold deposits in Western Australia. In addition to his technical
capabilities, Craig also has extensive corporate management and financing
experience.
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2. Company secretary

R K Hacker

B.Com, CA, ACIS

3. Directors’ meetings

Richard is a Chartered Accountant and Chartered Secretary with
significant professional and corporate experience in the energy and
resources sector in Australia and the United Kingdom. Richard has
previously worked in senior finance roles with global energy companies
including Woodside Petroleum Limited and Centrica Plc. Prior to this,
Richard was in private practice with major accounting practices. Richard
is also Company Secretary of Chalice Gold Mines Limited.

The number of meetings of directors (including meetings of committees of directors) held during the year and
the number of meetings attended by each director were as follows:

Number of meetings held:

Number of meetings

attended:
T R B Goyder

D A Jones
A W Kiernan
D R Richards
V P Gauci

C R Williams

Directors’ Meetings Audit Remuneration Nomination
4 1 - -
3 - - -
4 - - -
4 1 - -
4 - - -
3 1 - -
2 - - -

As at the date of this report, the company had an audit committee, a remuneration committee and a nomination
committee of the board of directors.

Members acting on the committees of the board during the year were:

Audit Remuneration Nomination
V P Gauci T R B Goyder T R B Goyder
(Chairman) (Chairman) (Chairman)
A W Kiernan D A Jones D A Jones
C R Williams A W Kiernan A W Kiernan
D R Richards D R Richards
V P Gauci V P Gauci

C R Williams

C R Williams
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4. Principal activities

The principal activities of the Company during the course of the financial year were mineral exploration and
evaluation.

The Company made a loss after tax for the year of $1,189,946 and had current assets in excess of current liabilities
of $1,417,728.

5. Review of operations

During or since the end of the financial year Liontown Resources Limited explored for standalone precious metal
deposits in northern Queensland, Australia and northern Tanzania, East Africa.

The current exploration portfolio includes:

" the 100% owned, 1,260km? Panhandle Project located 150 kilometres south-southeast of Townsville in North
Queensland;
. the Jubilee Reef Joint Venture Project located in northern Tanzania where Liontown has the right to earn up

to 75% equity; and

" the 3,500km? Mt Windsor Joint Venture Project located south of Charters Towers in North Queensland where
Ramelius Resources has the right to earn up to 60% equity.

Fieldwork during the year focused on defining targets for drill testing. This work has successfully delineated a
number of gold and silver-gold targets and drilling programs totalling 8,000-10,000 metres are scheduled for all
three projects in the second half of 2011.

6. Significant changes in the state of affairs

There are no significant changes in the state of affairs, other than as noted elsewhere in this annual financial
report.

7. Remuneration report - audited
This report outlines remuneration arrangements in place for Directors and executives of Liontown Resources.
7.1 Principles of compensation

The broad remuneration policy of the Company is to ensure that remuneration levels for executive directors,
secretaries and other key management personnel are set at competitive levels to attract and retain appropriately
qualified and experienced personnel. This is particularly important in view of the significant impact that each
individual can make within a small executive team for an exploration company such as Liontown Resources.

Remuneration offered by Liontown Resources is therefore geared to attracting talented employees through a
combination of fixed remuneration and long term incentives, calibrated and individually tailored to be
competitive in the external market to offer incentive to join and remain with the Company.

Fixed compensation
Fixed remuneration consists of base remuneration (which is calculated on a total cost basis and includes any FBT
charges related to employee benefits), as well as employer contributions to superannuation funds.

Remuneration levels are reviewed annually through a process that considers the person’s responsibilities,
expertise, duties and personal performance.

Long-term incentives

Options may be issued under the Employee Share Option Plan to directors, employees and consultants of the

Company and must be exercised within 3 months of termination. The ability to exercise the options is usually
5
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based on the option holder remaining with the Company for at least one year. Other than the vesting period,
there is no performance hurdle required to be achieved by the Company to enable the options to be exercised.

The Company believes that the issue of share options in the Company aligns the interests of Directors, employees
and shareholders alike. As no formal performance hurdles are set on options issued to executives, the Company
believes that as options are issued at a price in excess of the Company’s current share price at the date of issue of
those options, there is an inherent performance hurdle as the share price of the Company’s shares had to increase
before any reward can accrue to the executive.

Performance related compensation

The Company currently has no formal performance related remuneration policy which governs the payment of
annual cash bonuses upon meeting pre-determined performance targets. However, the board may consider
performance related remuneration in the form of cash or share options when they consider these to be warranted.

Employment contracts
The following table sets out the contractual provisions of executive Directors and key management personnel.

Name and Job Title Employment Contract Notice Period Termination Provisions
Duration
Executive Director
D R Richards Unlimited 3 months by the Nil
Managing Director Company and the
employee

Non-executive directors

The Board recognises the importance of attracting and retaining talented Non-executive Directors and aims to
remunerate these Directors in line with fees paid to Directors of companies in the mining and exploration industry
of a similar size and complexity.

Total compensation for all Non-executive Directors is not to exceed $300,000 per annum.
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7.2 Directors’ and executive officers’ remuneration (audited)

Share-based Value of options
payments as proportion of
Short-term payments Post-employment payments remuneration (%)
Key Management Personnel Non- Super- Termination  Options (A)
Salary & monetary annuation benefits
fees benefits Total benefits Total
$(B) $ $ $ $

Directors
T R B Goyder 2011 45,872 1,778 47,650 4,128 - - 51,778 0%

2010 45,872 2,463 48,335 4,128 - - 52,463 0%
D R Richards 2011 225,000 1,778 226,778 20,250 - 177,417 424,445 42%

2010 37,500 414 37,914 3,375 - - 41,289 0%
D A Jones 2011 37,462 1,778 39,240 3,372 - 9,053 51,665 18%

2010 57,339 2,463 59,802 5,161 - 45,957 110,920 41%
V P Gauci 2011 68,807 1,778 70,585 6,193 - - 76,778 0%

2010 68,807 2,463 71,270 6,193 - 25,072 102,535 24%
A W Kiernan 2011 74,310 1,778 76,088 2,890 - - 78,978 0%

2010 51,010 2,463 53,473 2,890 - - 56,363 0%
C R Williams 2011 32,110 1,778 33,888 2,890 - - 36,778 0%

2010 32,110 2,463 34,573 2,890 - - 37,463 0%
Executive
R K Hacker (B) 2011 - 1,778 1,778 - - 12,662 14,440 89%

2010 - 2,463 2,463 - - 547 3,010 18%
Total Compensation 2011 483,561 12,446 496,007 39,723 - 199,132 734,862

2010 292,638 15,192 307,830 24,637 - 71,576 404,043

From 1 July 2011, all non-executive directors will receive $35,000 (inclusive of superannuation) and the Executive Chairman will receive $50,000 (inclusive of
superannuation)
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Notes in relation to the table of directors’ and executive officers’ remuneration

A. The fair value of the options are calculated at the date of grant using a binomial option-pricing model and
allocated to each reporting period evenly over the period from grant date to vesting date. The value
disclosed is the portion of the fair value of the options allocated to this reporting period. In valuing the
options, market conditions have been taken into account. (Refer to note 15).

B. Corporate services were provided by Richard Hacker under a Corporate Services Agreement and fees were
billed, at cost, with Chalice Gold Mines Limited. (Refer to note 20).

7.3 Equity instruments

7.3.1 Options and rights over ordinary shares granted as compensation

During the year Mr Richards was granted 3 million options expiring on 1 May 2013 with an exercise price of 10
cents and Mr Hacker was granted 250,000 options expiring 1 November 2013 with an exercise price of 20 cents.

All options that are issued to key management personnel are at no cost to the recipients, however to exercise
the options the recipients must pay to the Company the appropriate exercise price.

7.3.2 Exercise of options granted as compensation
During the year, no shares were issued on the exercise of options previously granted as compensation.

Analysis of options and rights over ordinary shares granted as compensation

Details of the vesting profile of the options granted as remuneration to each Director of the Company and each of
the named Company executives are outlined below. For further details please refer to note 20 in the notes to the
financial statements.

Number Date granted % vested in Forfeited in year Financial year in
granted year which grant vests
Directors
D A Jones 1,000,000 2 December 2008 100% - 2011
1,000,000 2 December 2008 - - 2012
D R Richards 1,000,000 25 November 2010 100% - 2011
2,000,000 25 November 2010 100% - 2011
Executive
R K Hacker 250,000 25 October 2010 100% - 2011
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Analysis of movements in options

The movement during the reporting period, by value, of options over ordinary shares held by each key
management person and each of the named Company executives is detailed below.

Granted Exercised Forfeited
in year in year in year
$(A) $ (B) $(©)
Directors
T R B Goyder - - -
D R Richards 177,417 - -
V P Gauci - - -
D A Jones - - -
AW Kiernan - - -
C R Williams - - -
Executives
R K Hacker 12,662 - -
A. The value of options granted in the year is the fair value of the options calculated at grant date using a

binomial option-pricing model. The total value of the options granted is included in the table above. This
amount is allocated to remuneration over the vesting period. (Refer to note 15).

B. The value of options exercised during the year is calculated as the market price of shares of the Company
on ASX as at close of trading on the date the options were exercised after deducting the price paid to
exercise the option.

C. The value of the options that lapsed during the year represents the benefit foregone and is calculated at
the date the option lapsed using a binomial option-pricing model with no adjustments for whether the
performance criteria have or have not been achieved.

8. Dividends

No dividends were declared or paid during the period and the Directors recommend that no dividend be paid.
9. Events subsequent to reporting date

There are no events subsequent to reporting date.

10. Likely developments

There are no likely developments that will impact on the company.
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11. Directors’ interests

The relevant interest of each Director in the shares, rights or options over such instruments issued by the
Company and other related bodies corporate, as notified by the Directors to the ASX in accordance with S205G(1)
of the Corporations Act 2001, at the date of this report is as follows:

Options over

Ordinary shares ordinary shares

T R B Goyder
D R Richards
D A Jones

V P Gauci

A W Kiernan

C R Williams

58,511,444 -
480,000 3,000,000
1,120,000 5,000,000
1,405,216 2,000,000
2,436,091 -
615,783 -

12. Share options

Options granted to directors and officers of the Company
Details of options over ordinary shares in the Group that were granted as compensation to key management
personnel during the reporting period and details of options that vested during the reporting period are as follows:

Number of Fair value
Number of options per option
options vested at grant Exercise
granted during date price Expiry date
during 2011 Grant date 2011 $ $
Directors
D R Richards 1,000,000 25 November 2010 1,000,000 0.06 0.10 1 May 2013
2,000,000 25 November 2010 2,000,000 0.06 0.10 1 May 2013
Executives
R K Hacker 250,000 25 October 2010 250,000 0.05 0.20 1 November 2013

Unissued shares under options
At the date of this report 11,650,000 unissued ordinary shares of the Company are under option on the following
terms and conditions:

Expiry date Exercise price Number of shares
1 December 2012 0.35 4,000,000
31 July 2013 0.20 500,000
30 November 2013 0.20 3,000,000
1 May 2013 0.10 3,000,000
1 November 2013 0.20 1,150,000

These options do not entitle the holder to participate in any share issue of the Company or any other body
corporate.

During the period between balance date and the date of this report, no options have been granted.

10
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Shares issued on exercise of options
During or since the end of the year, the Company has not issued any ordinary shares as a result of the exercise of
options.

13. Indemnification and insurance of directors and officers

The Company has agreed to indemnify all the Directors and officers who have held office of the Company during
the year, against all liabilities to another person (other than the Company or a related body corporate) that may
arise from their position as Directors and officers of the Company, except where the liability arises out of conduct

involving a lack of good faith. The agreement stipulates that the Company will meet the full amount of any such
liabilities, including costs and expenses.

During the year the Company paid insurance premiums of $12,446 in respect of Directors’ and officers’ indemnity
insurance contracts, for current and former Directors and officers. The insurance premiums relate to:

. costs and expenses incurred by the relevant officers in defending proceedings, whether civil or criminal and
whatever their outcome; and

. other liabilities that may arise from their position, with the exception of conduct involving a wilful breach
of duty or improper use of information or position to gain a personal advantage.

The amount of insurance paid is included in Directors’ and executive officers’ remuneration on page 7.
14. Non-audit services

During the year HLB Mann Judd, the Company’s auditors, performed no other services in addition to their
statutory duties.

15. Auditor’s independence declaration

The auditor’s independence declaration is set out on page 12 and forms part of the Directors’ Report for the year
ended 30 June 2011.

This report is made with a resolution of the Directors:

i

D R Richards
Managing Director

Dated at Perth the 8" day of September 2011

The information in this report that relates to Exploration Results is based on information compiled by Mr David Richards, a full time
employee of Liontown Resources Limited, who is a Member of the Australian Institute of Geoscientists. Mr Richards has sufficient
experience in the field of activity being reported to qualify as a Competent Person as defined in the 2004 edition of the Australasian
Code for Reporting of Exploration Results, Minerals Resources and Ore Reserves, and consents to the release of information in the
form and context in which it appears here.

11



HLB Mann Judd

Accountants | Business and Financial Advisers

AUDITOR’S INDEPENDENCE DECLARATION

As lead auditor for the audit of the financial report of Liontown Resources Limited for the
year ended 30 June 2011, | declare that to the best of my knowledge and belief, there have
been no contraventions of:

a) the auditor independence requirements of the Corporations Act 2001 in relation to the
audit; and

b) any applicable code of professional conduct in relation to the audit.

This declaration is in respect of Liontown Resources Limited.

‘“W

Perth, Western Australia L DI GIALLONARDO
8 September 2011 Partner, HLB Mann Judd

HLB Mann Judd (WA Partnership) ABN 22 193 232 714

Level 4, 130 Stirling Street Perth WA 6000. PO Box 8124 Perth BC 6849 Telephone +61 (08) 9227 7500. Fax +61 (08) 9227 7533.
Email: hlb@hlbwa.com.au. Website: http://www.hlb.com.au

Liability limited by a scheme approved under Professional Standards Legislation

HLB Mann Judd (WA Partnership) is a member of @ International, a worldwide organisation of accounting firms and business advisers.

12
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Statement of Comprehensive Income
For the year ended 30 June 2011

Note 2011 2010
$ $

Continuing Operations
Revenue 3(a) 117,480 82,489
Net gain on sale of exploration and evaluation assets 3(b) - 1,141,713
Net gain on sale of investments 3(c) - 431,481
Impairment of exploration and evaluation assets 4 - (111,842)
Exploration costs not capitalised 12 (213,644) -
Corporate administrative expenses 3(d) (1,093,782) (701,368)
Profit/(loss) before tax (1,189,946) 842,473
Income tax expense 7 - -
Profit/(loss) for the year from continuing operations (1,189,946) 842,473
Loss after tax from discontinued operations 3(e) - (531,508)
Net profit/(loss) for the year (1,189,946) 310,965
Tote_ll comprehensive income/(loss) for the year after tax (1,189,946) 310,965
attributable to owners of the company
Basic earnings per share attributable to ordinary equity holders 8 (0.006) 0.002
Basic (_earnmgs per share from continuing operations attributable (0.006) 0.004
to ordinary shareholders 8
Diluted earnings per share attributable to ordinary equity (0.006) 0.002
holders 8

The statement of comprehensive income is to be read in conjunction with the notes to the financial statements.
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Statement of Financial Position
As at 30 June 2011

Note 2011 2010
$ $

Current assets
Cash and cash equivalents 9 1,503,416 3,118,759
Trade and other receivables 10 54,684 44,700
Total current assets 1,558,100 3,163,459
Non-current assets
Financial assets 11 52,402 50,450
Exploration and evaluation assets 12 1,684,900 925,950
Property, plant and equipment 13 103,056 132,756
Total non-current assets 1,840,358 1,109,156
Total assets 3,398,458 4,272,615
Current liabilities
Trade and other payables 14 124,182 120,639
Employee benefits 15 16,190 3,144
Total current liabilities 140,372 123,783
Total liabilities 140,372 123,783
Net assets 3,258,086 4,148,832
Equity
Issued capital 16 20,343,846 20,280,242
Accumulated losses 16 (18,697,341) (17,507,395)
Reserves 16 1,611,581 1,375,985
Total equity 3,258,086 4,148,832

The statement of financial position is to be read in conjunction with the notes to the financial statements.
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Statement of Changes in Equity
For the year ended 30 June 2011

lssued Share based
Note capital Accumulated payments Total equity
losses reserve
$ $ $ $
Balance at 1 July 2010 20,280,242 (17,507,395) 1,375,985 4,148,832
Loss for the period - (1,189,946) - (1,189,946)
Total comprehensive loss for the period - (1,189,946) - (1,189,946)
Issue of shares on acquisition of
exploration tenements 63,604 - - 63,604
Share based payments - - 235,596 235,596
Balance at 30 June 2011 16 20,343,846 (18,697,341) 1,611,581 3,258,086
lssued Share based
Note capital Accumulated payments Total equity
losses reserve
$ $ $ $

Balance at 1 July 2009 19,200,242 (17,818,360) 1,301,618 2,683,500
Issue of fully paid ordinary shares - share
placement 1,000,000 - - 1,000,000
Transaction costs (50,000) - - (50,000)
Fully paid ordinary shares -issued in lieu of
outstanding directors’ fees 130,000 - - 130,000
Share options vested - - 74,367 74,367
Profit for the period - 310,965 - 310,965
Balance at 30 June 2010 16 20,280,242 (17,507,395) 1,375,985 4,148,832

The statement of changes in equity is to be read in conjunction with the notes to the financial statements.

15
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Statement of Cash Flows
For the year ended 30 June 2011

Note 2011 2010
$ $

Cash flows from operating activities

Cash paid to suppliers and employees (823,962)) (559,107)
Interest received 112,116 69,134
Other - (766)
Net cash used in operating activities 19 (711,846) (490,739)
Cash flows from investing activities

Proceeds from sale of investments = 2,681,481
Payments for exploration and evaluation (901,078) (1,055,960)
Acquisition of property, plant and equipment (2,857) (4,036)
Net cash from/(used in) investing activities (903,935) 1,621,485
Cash flows from financing activities

Net proceeds from issue of shares - 950,000
Lodgement of bank guarantee and security deposits - 18,241
Net cash from financing activities = 968,241
Net increase/(decrease) in cash and cash equivalents (1,615,781) 2,098,987
Net foreign exchange differences 438 -
Cash and cash equivalents at the beginning of the period 3,118,759 1,019,772
Cash and cash equivalents at 30 June 9 1,503,416 3,118,759

The statement of cash flows is to be read in conjunction with the notes to the financial statements.
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Notes to the Financial Statements
For the year ended 30 June 2011

1.

Significant accounting policies

Liontown Resources is an ASX listed public company domiciled in Australia at Level 2, 1292 Hay Street,
West Perth, Western Australia. The financial report of the Company is for the year ended 30 June 2011.

The financial report was authorised for issue by the Directors on 8th day of September

2011.

@

(b)

(©)

(d)

Statement of compliance

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

Basis of preparation

The financial report is a general-purpose financial report, which has been prepared in accordance
with the requirements of the Corporations Act 2001, Accounting Standards and Interpretations and
complies with other requirements of the law. The financial report has also been prepared on a
historical cost basis, except for derivative financial instruments and available-for-sale investments,
which have been measured at fair value. The financial report is presented in Australian dollars.

The accounting policies detailed below have been consistently applied to all of the years presented
unless otherwise stated.

The Company is a listed public company, incorporated in Australia and operating in Australia and
Tanzania. The principle activity is mineral exploration and evaluation.

Adoption of new and revised standards

In the year ended 30 June 2011, the Company has reviewed all of the new and revised Standards
and Interpretations issued by the AASB that are relevant to its operations and effective for annual
reporting periods beginning on or after 1 July 2010. It has been determined that there is no
impact, material or otherwise, of the new and revised Standards and Interpretations on its business
and, therefore, no change is necessary to the Company’s accounting policies.

The Company has also reviewed all new Standards and Interpretations that have been issued but
are not yet effective for the year ended 30 June 2011. As a result of this review the Directors have
determined that there is no impact, material or otherwise, of the new and revised Standards and
Interpretations on its business and, therefore, no change necessary to Company accounting policies.

Significant accounting judgements, estimates and assumptions
The financial statements are prepared on a going concern basis. At balance date, the Company
had an excess of current assets over current liabilities of $1,417,728.

Notwithstanding the positive working capital position at balance date, the Company has forecast
that it will need to seek additional funding in the coming year in order to meet its operating
expenditure and planned exploration expenditure for the next 12 months from the date of signing
these financial statements. These arrangements may include a further capital raising or entering
into the sale or joint venture of assets.

If the company is unable to raise further funding through a capital raising or entering into the sale
or joint venture of assets, it would be able to defer certain exploration expenditure such that the
Company will remain a going concern for at least the period up to 12 months from the date of
signing the financial report.

The preparation of a financial report in conformity with Australian Accounting Standards requires
management to make judgements, estimates and assumptions that affect the application of
policies and reported amounts of assets and liabilities, income and expenses. The estimates and
associated assumptions are based on historical experience and various other factors that are
believed to be reasonable under the circumstances, the results of which form the basis of making
the judgements about carrying values of assets and liabilities that are not readily apparent from

17
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(e)

()

@

other sources. Actual results may differ from these estimates. These accounting policies have been
consistently applied by the Company.

The key estimates and assumptions that have a significant risk of causing a material adjustment to
the carrying amounts of certain assets and liabilities within the next annual reporting period are:

(i)  Recoverability of exploration expenditure
The carrying amount of exploration and evaluation expenditure is dependent on the future
successful outcome from exploration activity or alternatively the sale of the respective areas
of interest.

(i) Shared-based payment transactions
The Company measures the cost of equity-settled share-based payments at fair value at the
grant date using a binomial formula taking into account the terms and conditions upon which
the instruments were granted.

Segment reporting
Operating segments are reported in a manner consistent with internal reporting provided to the
Board of Directors who are responsible for allocated resources and assessing the performance of the
operating segments.

Revenue recognition
Revenue is recognised to the extent that it is probable that the economic benefits will flow to the
Company and the revenue can be reliably measured.

0] Sale of goods and interests in exploration assets
Revenue is recognised when the significant risks and rewards of ownership of the
goods/exploration assets have passed to the buyer and the costs incurred or to be incurred
in respect of the transaction can be reliably measured. Risks and rewards of ownership are
considered passed to the buyer at the time of delivery of the goods/exploration assets to
the buyer.

(ii) Services rendered
Revenue from services rendered is recognised in the statement of comprehensive income
in proportion to the stage of completion of the transaction at balance date. The stage of
completion is assessed by reference to surveys of work performed. No revenue is
recognised if there are significant uncertainties regarding recovery of the consideration
due, the costs incurred or to be incurred cannot be measured reliably.

(iii) Interest received
Interest income is recognised in the statement of comprehensive income as it accrues,
using the effective interest method. The interest expense component of finance lease
payments is recognised in the statement of comprehensive income using the effective
interest method.

Expenses

@) Operating lease payments
Payments made under operating leases are recognised in the statement of comprehensive
income on a straight-line basis over the term of the lease. Lease incentives received are
recognised in the statement of comprehensive income as an integral part of the total lease
expense and spread over the lease term.

(ii) Finance lease payments
Minimum lease payments are apportioned between the finance charge and the reduction of
the outstanding liability. The finance charge is allocated to each period during the lease
term so as to produce a constant periodic rate of interest on the remaining balance of the
liability.

(iii) Financing costs
Financing costs comprise interest payable on borrowings calculated using the effective
interest method and interest receivable on funds invested.
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(h)

0}

a)

®

Depreciation

Depreciation is charged to the statement of comprehensive income on a diminishing value basis
over the estimated useful lives of each part of an item of property, plant and equipment. Land is
not depreciated. Depreciation rates used in the current and comparative periods are as follows:

° plant and equipment 5%-50%
The residual value, if not insignificant, is reassessed annually.

Income tax

Income tax in the statement of comprehensive income comprises current and deferred tax. Income
tax is recognised in the statement of comprehensive income except to the extent that it relates to
items recognised directly in equity, in which case it is recognised in equity.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted
or substantively enacted at the balance date, and any adjustment to tax payable in respect of
previous years.

Deferred tax is provided on all temporary differences at balance date between the tax bases of
assets and liabilities and their carrying amounts for financial reporting purposes. The amount of
deferred tax provided is based on the expected manner of realisation or settlement of the carrying
amount of assets and liabilities, using tax rates enacted or substantively enacted at the balance
date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits
will be available against which the asset can be utilised. Deferred tax assets are reduced to the
extent that it is no longer probable that the related tax benefit will be realised.

Goods and Services Tax

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

Receivables and payables are stated with the amount of GST included. The net amount of GST
recoverable from, or payable to, the Australian Taxation Office (‘ATO’) is included as a current
asset or liability in the statement of financial position.

Cash flows are included in the statement of cash flows on a gross basis. The GST components of
cash flows arising from investing and financing activities which are recoverable from, or payable to,
the ATO are classified as operating cash flows.

Impairment

At each reporting date, the Company assesses whether there is any indication that an asset may be
impaired. Where an indicator of impairment exists, the Company makes a formal estimate of
recoverable amount. Where the carrying amount of an asset exceeds its recoverable amount the
asset is considered impaired and is written down to its recoverable amount.

Recoverable amount is the greater of fair value less costs to sell and value in use. Value in use is
the present value of the future cash flows expected to be derived from the asset or cash generating
unit. In estimating value in use, a pre-tax discount rate is used which reflects current market
assessments of the time value of money and the risks specific to the asset. For an asset that does
not generate largely independent cashflows, the recoverable amount is determined for the cash
generating unit to which the asset belongs.

Impairment losses are recognised in the statement of comprehensive income unless the asset has
previously been revalued, in which case the impairment loss is recognised as a reversal to the
extent of that previous revaluation with any excess recognised through the statement of
comprehensive income. Receivables with a short duration are not discounted.
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(m)

(m

(0)

P)

Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits with an original maturity of six
months or less. Bank overdrafts that are repayable on demand and form an integral part of the
Company’s cash management are included as a component of cash and cash equivalents for the
purpose of the statement of cash flows.

Trade and other receivables
Trade and other receivables are stated at cost less impairment losses (see accounting policy (Kk)).

Non-current assets held for sale and discontinued operations

Immediately before classification as held for sale, the measurement of the assets (and all assets
and liabilities in a disposal group) is brought up to date in accordance with applicable AIFRS. Then,
on initial classification as held for sale, non-current assets and disposal groups are recognised at
the lower of carrying amount and fair value less costs to sell.

Impairment losses on initial classification as held for sale are included in profit or loss, even when
there is a revaluation. The same applies to gains and losses on subsequent re-measurement.

A discontinued operation is a component of the Company’s business that represents a separate
major line of business or geographical area of operations or is a subsidiary acquired exclusively with
a view to resale.

Classification as a discontinued operation occurs upon disposal or when the operation meets the
criteria to be classified as held for sale, if earlier. A disposal group that is to be abandoned also

may qualify.

Plant and equipment

Plant and equipment is stated at cost less accumulated depreciation and any accumulated
impairment losses. Such cost includes the cost of replacing parts that are eligible for capitalisation
when the cost of replacing the parts is incurred.

The assets' residual values, useful lives and amortisation methods are reviewed, and adjusted if
appropriate, at each financial year end.

An item of plant and equipment is derecognised upon disposal or when no further future economic
benefits are expected from its use or disposal.

Any gain or loss arising on de-recognition of the asset (calculated as the difference between the
net disposal proceeds and the carrying amount of the asset) is included in profit or loss in the
year the asset is derecognised.

Financial assets

Financial assets in the scope of AASB 139 Financial Instruments: Recognition and Measurement are
classified as either financial assets at fair value through profit or loss, loans and receivables, held-
to-maturity investments, or available-for-sale investments, as appropriate. When financial assets
are recognised initially, they are measured at fair value, plus, in the case of investments not at fair
value, through profit or loss, directly attributable transactions costs. The Company determines the
classification of its financial assets after initial recognition and, when allowed and appropriate, re-
evaluates this designation at each financial year end.

0] Financial assets at fair value through profit or loss
Financial assets classified as held for trading are included in the category ‘financial assets at
fair value through profit or loss’. Financial assets are classified as held for trading if they
are acquired for the purpose of selling in the near term. Derivatives are also classified as
held for trading unless they are designated as effective hedging instruments. Gains or losses
on investments held for trading are recognised in profit or loss.
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Q)

(ii) Held-to-maturity investments
If the Company has the positive intent and ability to hold debt securities to maturity, then
they are classified as held-to-maturity. Held-to-maturity investments are measured at
amortised cost using the effective interest method, less any impairment losses.

(iii)  Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. Such assets are carried at amortised cost
using the effective interest method. Gains and losses are recognised in profit or loss when
the loans and receivables are derecognised or impaired, as well as through the amortisation
process.

(iv)  Available-for-sale investments
Available-for-sale investments are those non-derivative financial assets that are designated
as available-for-sale or are not classified as any of the three preceding categories. After
initial recognition available-for sale investments are measured at fair value with gains or
losses being recognised as a separate component of equity until the investment is
derecognised or until the investment is determined to be impaired, at which time the
cumulative gain or loss previously reported in equity is recognised in profit or loss.

The fair value of investments that are actively traded in organised financial markets is
determined by reference to quoted market bid prices at the close of business on the
reporting date. For investments with no active market, fair value is determined using
valuation techniques. Such techniques include using recent arm’s length market transactions;
reference to the current market value of another instrument that is substantially the same;
discounted cash flow analysis and option pricing models.

Exploration, Evaluation, Development and Tenement Acquisition Costs

Exploration, evaluation, development and tenement acquisition costs in relation to separate areas
of interest for which rights of tenure are current, are capitalised in the period in which they are
incurred and are carried at cost less accumulated impairment losses. The cost of acquisition of an
area of interest and exploration expenditure relating to that area of interest is carried forward as
an asset in the statement of financial position so long as the following conditions are satisfied:

1) the rights to tenure of the area of interest are current; and
2) at least one of the following conditions is also met:

(i) 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; or

(i)  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 expenditure is assessed for impairment when facts and circumstances
suggest that their carrying amount exceeds their recoverable amount. Where this is the case an
impairment loss is recognised. Where a decision is made to proceed with development, accumulated
expenditure will be amortised over the life of the reserves associated with the area of interest once
mining operations have commenced.

Trade and other payables

Trade and other payables are stated at cost. Trade and other payables are presented as current
liabilities unless payment is not due within 12 months.
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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.

Gains and losses are recognised in profit and loss when the liabilities are derecognised.

0

Leases

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

Employee benefits

0}

(i)

Superannuation
Obligations for contributions to defined contribution pension plans are recognised as an
expense in the statement of comprehensive income as incurred.

Share-based payment transactions

The Company provides benefits to employees (including Directors) in the form of share-
based payment transactions, whereby employees render services in exchange for shares or
rights over shares (“‘equity-settled transactions’).

The Company currently provides benefits under an Employee Share Option Plan.

The cost of these equity-settled transactions with employees and Directors is measured by
reference to the fair value at the date at which they are granted.

In valuing equity-settled transactions, no account is taken of any performance conditions,
other than conditions linked to the price of the shares of the Company (‘market
conditions’). The cost of equity-settled transactions is recognised, together with a
corresponding increase in equity, over the period in which the performance conditions are
fulfilled, ending on the date on which the relevant employees become fully entitled to the
award (‘vesting date’).

The cumulative expense recognised for equity-settled transactions at each reporting date
until vesting date reflects:

0) the extent to which the vesting period has expired; and

(i) the number of awards that, in the opinion of the Directors, will ultimately vest.
This opinion is formed based on the best available information at balance date.
No adjustment is made for the likelihood of market performance conditions being
met as the effect of these conditions is included in the determination of fair value
at grant date.

No expense is recognised for awards that do not ultimately vest, except for awards where
vesting is conditional upon a market condition.

Where the terms of an equity-settled award are modified, as a minimum, an expense is
recognised as if the terms had not been modified. In addition, an expense is recognised for
any increase in the value of the transaction as a result of the modification, as measured at
the date of modification.

Where an equity-settled award is cancelled, it is treated as if it had vested on the date of
cancellation, and any expense not yet recognised for the award is recognised immediately.
However, if a new award is substituted for the cancelled award, and designated as a
replacement award on the date that it is granted, the cancelled and new award are
treated as if they were a modification of the original award, as described in the previous
paragraph.
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The dilutive effect, if any, of outstanding options is reflected as additional share dilution
in the computation of earnings per share.

(iii) Wages, salaries, annual leave, sick leave and non-monetary benefits
Liabilities for employee benefits for wages, salaries, annual leave and sick leave represent
present obligations resulting from employees' services provided to reporting date,
calculated at undiscounted amounts based on remuneration wage and salary rates that the
Company expects to pay as at reporting date including related on-costs, such as, workers
compensation insurance and payroll tax.

Provisions

A provision is recognised in the statement of financial position when the Company has a present
legal or constructive obligation as a result of a past event, and it is probable that an outflow of
economic benefits will be required to settle the obligation. If the effect is material, provisions are
determined by discounting the expected future cash flows at a pre-tax rate that reflects current
market assessments of the time value of money and, when appropriate, the risks specific to the
liability.

Share capital
0] Ordinary share capital
Ordinary shares and partly paid shares are classified as equity.

(ii) Transaction costs

Transaction costs of an equity transaction are accounted for as a deduction from equity, net
of any related income tax benefit.
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2. Segment reporting

The Company has identified its operating segments based on internal reports that are reviewed and used by the Board of Directors in assessing performance and in

determining the allocation of resources.

The operating segments are identified by management based on the allocation of costs; whether they are corporate related costs or exploration costs. Results of

both segments are reported to the Board of Directors at each Board meeting or more frequently if required.

Net gain on sale of exploration assets
Exploration costs not capitalised

Other Income

Impairment of exploration assets
Corporate and administrative expenses
Segment net gain/ loss before tax
Unallocated income/(expenses)

Net gain on sale on investments

Net financing income

Profit/(loss) before income tax

Segment assets:
Exploration and evaluation assets
Other

Unallocated assets
Total assets

Segment Liabilities

Exploration and Evaluation Corporate Total

30 June 2011 30 June 2010 30 June 2011 30 June 2010 30 June 2011 30 June 2010
$ $ $ $ $ $

- 1,141,713 - - - 1,141,713
(213,644) - - - (213,644) -
- - - 11,742 - 11,742
- (111,842) - - - (111,842)
- - (1,093,782) (701,368) (1,093,782) (701,368)
(213,644) 1,029,871 (1,093,782) (689,626) (1,307,426) 340,245
- 431,481
117,480 70,747
(1,189,946) 842,473

Exploration and Evaluation Corporate Total

30 June 2011

30 June 2010

30 June 2011

30 June 2010

30 June 2011

30 June 2010

$ $ $ $ $ $
1,684,900 925,950 - - 1,684,900 925,950
67,196 81,738 86,706 95,452 153,902 177,190
1,752,096 1,007,688 86,706 95,452 1,838,802 1,103,140
1,559,656 3,169,475
3,398,458 4,272,615
69,077 34,503 71,295 89,280 140,372 123,783
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(b)

(©)

(d)

(e)

Revenue and Expenses

Revenue
Note 2011 2010
$ $
Interest received 117,480 70,747
Other - 11,742
117,480 82,489
Net gain on disposal of exploration and evaluation assets
2011 2010
$ $
Proceeds from sale of exploration and evaluation assets - 2,250,000
Carrying value of exploration and evaluation assets sold 12 - (1,108,287)
- 1,141,713
Net gain on sale of investments
2011 2010
$ $
Proceeds from sale of investments = 2,681,481
Carrying value of investments = (2,250,000)
- 431,481
Corporate administrative expenses
2011 2010
$ $
Depreciation and amortisation 32,557 46,435
Insurance 28,893 28,656
Legal fees 34,420 29,673
Office costs 13,241 11,940
Personnel expenses 5 662,114 299,590
Regulatory and compliance 88,476 83,688
Corporate and administration service fees 144,000 144,000
Other 90,081 57,386
1,093,782 701,368

Discontinued operations

In the previous financial year, the Company did not renew the option to acquire the Sheep Mountain
interest in Arizona, USA and as such, total expenditure for that project was impaired. The project was

designated as a discontinued operation.

Impairment losses

2011 2010
$ $
Impairment loss on exploration and evaluation assets 12 = 111,842
= 111,842
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Personnel expenses

Wages and salaries

Directors’ fees

Other associated personnel expenses

Defined contribution superannuation fund contributions
Annual leave

Equity-settled transactions

Auditor’s remuneration

Audit services
HLB Mann Judd
Audit and review of financial reports

Income tax

Current tax expense

Deferred tax expense

Total income tax expense reported in the statement of
comprehensive income

Numerical reconciliation of income tax expense to prima facie tax payable

Profit/(loss) from continuing operations before income tax
expense

Tax at the Australian corporate rate of 30%
Tax effect of amounts which are not tax deductible (taxable)

in calculating taxable income:
Non-deductible expenses

Origination and reversal of temporary differences
Current year tax benefits not recognised

Income tax expense reported in the statement of
comprehensive income

Note 2011 2010
$ $
130,035 9,807
235,834 195,000
22,255 1,685
25,349 8,536
13,045 10,195
16 235,596 74,367
662,114 299,590
2011 2010
$ $
27,860 26,215
2011 2010
$ $
(1,189,946) 310,965
(356,984) 93,290
45,407 (43,554)
(223,789) (201,009)
(535,366) (151,273)
535,366 151,273
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2011 2010

Deferred income tax
Deferred tax liabilities
Delayed revenue recognition for tax purposes (1,071) 332,406

Exploration and evaluation expenditure (227,682) (130,698)
(228,753) 201,708

Deferred tax assets

Revenue losses available to offset against future taxable 223,789 (201,009)

income

Employee benefits 3,914 (1,749)

Accrued expenses 1,050 1,050

Net deferred tax assets recognised - -

Tax Losses

Unused tax losses for which no deferred tax asset has been

recognised 6,991,861 7,677,733

Potential tax benefit at 30% tax rate 2,097,558 2,303,320

Deferred tax liabilities have not been recognised in respect of these taxable temporary differences as the
entity is able to control the timing of the reversal of the temporary difference and it is probable that
the temporary difference will not reverse in the foreseeable future.

Earnings per share
Basic and diluted earnings per share

The calculation of basic and diluted earnings per share for the year ended 30 June 2011 was based on the
loss attributable to ordinary shareholders of $1,189,946 [2010: profit of $310,965], continuing loss
attributable to ordinary shareholders of $1,189,946 [2010: profit of $842,473] and a weighted average
number of ordinary shares outstanding during the year ended 30 June 2011 of 210,905,599 [2010:

199,765,913] calculated as follows:

Profit/(loss) attributable to ordinary shareholders (diluted)

Profit/(loss) attributable to ordinary shareholders

Profit/(loss) attributable to ordinary shareholders

(diluted)

Weighted average number of ordinary shares (diluted)

Weighted average number of ordinary shares at 30 June
Weighted average number of ordinary shares (diluted)
at 30 June

Cash and cash equivalents

Bank accounts

Term deposits

Petty cash

Cash and cash equivalents in the statement of cash flows

2011 2010

$ $
(1,189,946) 310,965
(1,189,946) 310,965
210,905,999 199,765,913
210,905,999 199,765,913

2011 2010

$ $
489,342 3,107,925
1,011,388 10,634
2,686 200
1,503,416 3,118,759
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10.

11.

12.

13.

14.

Trade and other receivables

2011 2010
Current $ $
Other trade receivables 37,104 28,932
Prepayments 17,580 15,768

54,684 44,700
Financial assets

2011 2010
Non-current $ $
Bank guarantee 31,739 29,946
Security deposits 15,000 13,500
Funds held on trust 5,663 7,004

52,402 50,450

Exploration and evaluation expenditure

Costs carried forward in respect of areas of interest in the exploration and evaluation phases (at cost):

2011 2010
$ $
Balance at beginning of year 925,950 1,598,577
Expenditure incurred during the year 972,594 1,079,010
Exploration expenditure not capitalised (213,644) -
Impairment of discontinued operations - (531,508)
Impairment loss 4 - (111,842)
Carrying value of exploration and evaluation assets sold - (1,108,287)
1,684,900 925,950

The recoupment of costs carried forward in relation to areas of interest in the exploration and evaluation
phases are dependent on the successful development and commercial exploitation or sale of the respective

areas.

Property, plant and equipment

2011 2010
$ $
At cost 344,981 342,124
Less: accumulated depreciation (241,925) (209,368)
103,056 132,756
Plant and equipment
Carrying amount at 1 July 132,756 175,156
Additions 2,857 4,035
Depreciation (32,557) (46,435)
Carrying amount at end of period 103,056 132,756
Trade and other payables
2011 2010
$ $
Trade payables 73,248 57,692
Accrued expenses 50,934 62,947
124,182 120,639
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15. Employee benefits 2011 2010
$ $
Liability for annual leave 16,190 3,144
Total employee benefits 16,190 3,144

Share based payments
Employee Share Option Plan

The Company has an Employee Share Option Plan (‘ESOP’) in place. Under the terms of the ESOP, the
Board may offer free options to full-time or part-time employees (including persons engaged under a

consultancy agreement) and executive and non-executive Directors.

Each option entitles the holder, on exercise, to one ordinary fully paid share in the Company. There is no
issue price for the options. The exercise price for the options is such price as determined by the Board.

An option may only be exercised after that option has vested and any other conditions imposed by the

Board on exercise satisfied. The Board may determine the vesting period, if any.

There are no voting or dividend rights attached to the options. There are no voting rights attached to the
unissued ordinary shares. Voting rights will be attached to the issued ordinary shares when the options

have been exercised.

The number and weighted average exercise prices of shares options are as follows:

Weighted Number
average exercise of options
price
(6]

2011 2011
Outstanding at the beginning of the period 0.26 9,060,000
Forfeited during the period 0.19 (1,560,000)
Granted during the period 0.13 4,150,000
Outstanding at the end of the period 0.23 11,650,000
Exercisable at the end of the period 0.23 10,200,000

The options outstanding at 30 June 2011 have a weighted average exercise price of $0.23 (2010:$0.26) and

a weighted average contractual life of 4 years.

During the year, no share options were exercised.

The fair value of the options is estimated at the date of grant using a binomial option-pricing model.

The following table provides the assumptions made in determining the fair value of the options granted

during the year.

Fair value of share options and assumptions 2011
Share price at grant date (weighted average) 0.10
Exercise price (weighted average) 0.13
Expected volatility (expressed as weighted average volatility used in

the modelling under binominal option-pricing model) 100%
Option life (expressed as weighted average life used in the modelling

under binomial option-pricing model) 4 years
Expected dividends Nil
Risk-free interest rate 5.06%

2010

0.05
0.10

100%
4 years

Nil
4.64%
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Share options are granted under service conditions. Non-market performance conditions are not taken into

account in the grant date fair value measurement of the services received.

2011 2010
$ $
Share options granted in 2010 - equity settled 9,053 74,367
Share options granted in 2011 - equity settled 226,543 -
Total expense recognised as personnel expenses 235,596 74,367

Issued capital and reserves

Reconciliation of movement in capital and reserves attributable to equity holders of the company

Issued Share based
capital Accumulated payments
2011 (@) losses reserve Total equity
$ $ $ $
Balance at 1 July 2010 20,280,242 (17,507,395) 1,375,985 4,148,832
Issue of shares on acquisition of exploration
tenements 63,604 - - 63,604
Share options vested - - 235,596 235,596
Loss for the period - (1,189,946) - (1,189,946)
Balance at 30 June 2011 20,343,846 (18,697,341) 1,611,581 3,258,086
Issued Capital Share based
(@) Accumulated payments
2010 $ losses reserve Total equity
$ $ $
Balance at 1 July 2009 19,200,242  (17,818,360) 1,301,618 2,683,500
Issue of fully paid ordinary shares - share
placement 1,000,000 - - 1,000,000
Transaction costs (50,000) - - (50,000)
Fully paid ordinary shares -issued in lieu of
director’s fees 130,000 - - 130,000
Share options vested - - 74,367 74,367
Profit for the period - 310,965 - 310,965
Balance at 30 June 2010 20,280,242  (17,507,395) 1,375,985 4,148,832
(@ Issued capital 2011 2010
No. No.
On issue at 1 July 210,073,581 187,200,018
Issue shares on acquisition of exploration tenements 1,000,000 -
Issue of fully paid ordinary shares - share placement - 20,000,000
Fully paid ordinary shares -issued in lieu of director’s fees - 2,873,563
On issue at 30 June 211,073,581 210,073,581

Ordinary shares

Holders of ordinary shares are entitled to receive dividends as declared from time to time and are
entitled to one vote per share at shareholders’ meetings. In the event of winding up of the Company,
the ordinary shareholders rank after all other shareholders and creditors and are fully entitled to any
proceeds on liquidation.
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Share options

2011 2010
No. No.
On issue at 1 July 10,310,000 15,635,000
Options issued during the year 4,150,000 1,000,000
Options forfeited during the year (2,810,000) (6,325,000)
On issue at 30 June 11,650,000 10,310,000

At 30 June the Company had 11,650,000 unlisted options on issue under the following terms and
conditions:

Number Expiry Date Exercise Price
4,000,000 1 December 2010 0.35
500,000 31 July 2013 0.20
3,000,000 30 November 2013 0.20
3,000,000 1 May 2013 0.10
1,150,000 1 November 2013 0.20

Nature and purpose of reserves

Share based payments reserve

This reserve is used to record the value of equity benefits provided to employees and directors as
part of their remuneration. Refer to section 7 in the Directors’ report for further details of these
plans.

17. Financial instruments

@

(b)

Capital risk management
The Company manages its capital to ensure that it will be able to continue as a going concern while
maximising the return to shareholders.

The capital structure of the Company consists of equity attributable to equity holders, comprising
issued capital, reserves and accumulated losses as disclosed in note 16.

The Board reviews the capital structure on a regular basis and considers the cost of capital and the
risks associated with each class of capital. The Company will balance its overall capital structure
through new share issues as well as the issue of debt, if the need arises.

Market risk exposures

Market risk is the risk that changes in market prices such as foreign exchange rates, equity prices
and interest rates will affect the Company’s income or value of its holdings of financial
instruments.

Foreign exchange rate risk
The Company currently has no significant exposure to foreign exchange rates.

Equity prices
The Company currently has no significant exposure to equity price risk.
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Interest rate risk exposures
The Company’s exposure to interest rate risk and the effective weighted average interest rate for
classes of financial assets and financial liabilities is set out below:

Non-

1 year Over 1to Floating interest Weighted

30 June 2011 Note or less 5 years interest bearing Total average
$ $ $ $ $ int. rate
Financial assets
Bank balances 9 - - 489,341 - 489,341 3.55%
Term deposits 9 1,011,389 - - - 1,011,389 5.86%
Bank guarantee 11 31,739 - - - 31,739 5.90%
Petty cash 9 - - - 2,686 2,686 -
Trad_e and other 10 - - - 54,684 54,684 -
receivables
Security deposits, bonds, 1 i i i 20,663 20,663 i
funds held on trust
Financial liabilities
Trade payables and 14 - - - 124182 124,182 -
accrued expenses
Non-

1 year Over 1to Floating interest Weighted

30 June 2010 Note or less 5 years interest bearing Total average
$ $ $ $ $ int. rate

Financial assets
Bank balances 9 - - 3,107,925 - 3,107,925 0.03%
Term deposits 9 10,634 - - - 10,634 5.80%
Bank guarantee 11 29,946 - - - 29,946 6.00%
Petty cash 9 - - - 200 200 -
Trade and other 10 - - - 44,700 44,700 -
receivables
Security deposits, bonds, 1 ) ) i 20,504 20,504 i
funds held on trust
Financial liabilities
Trade payables and 14 ; ; - 120,639 120,639 -
accrued expenses
(c) Credit risk exposure

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial
instrument fails to meet its contractual obligations. The Company’s exposure to credit risk is not
significant and currently arises principally from sundry receivables which represent an insignificant

proportion of the Company’s activities.

The maximum exposure to credit risk, excluding the value of any collateral or other security, at
reporting date to recognised financial assets is the carrying amount, net of any allowance for
doubtful debts, as disclosed in the notes to the financial statements.
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19.

(d) Liquidity risk exposure

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they
fall due. The Board actively monitors the Company’s ability to pay its debts as and when they fall
due by regularly reviewing the current and forecast cash position based on the expected future

activities.

The Company has non-derivative financial liabilities which include trade and other payables of

$124,182 all of which are due within 60 days.

(e) Net fair values of financial assets and liabilities

The carrying amounts of all financial assets and liabilities approximate the net fair values.

Capital and other commitments

Exploration expenditure commitments

In order to maintain current rights of tenure to exploration tenements, the Company is required to perform
minimum exploration work to meet the minimum expenditure requirements specified by various
governments. These obligations are subject to renegotiation when application for a mining lease is made
and at other times. The amounts stated are based on the maximum commitments. The Company may in
certain situations apply for exemptions under relevant mining legislation. These obligations are not

provided for in the financial report and are payable:

Within 1 year
Within 2 - 5 years
Later than 5 years

Reconciliation of cash flows from operating activities
Cash flows from operating activities

Profit/(loss) for the period

Adjustments for:

Depreciation and amortisation

Net gain on foreign exchange

(Profit)/ loss on sale of investments

(Profit)/ loss on sale of exploration and evaluation assets
Impairment losses

Exploration expenditure not capitalised

Shares issued to Directors

Equity-settled share-based payment expenses

Operating loss before changes in working capital and provisions
(Increase)/ decrease in trade and other receivables
Increase/ (decrease) in trade creditors and accruals
Increase/(decrease) in provisions

Net cash used in operating activities

2011 2010

$ $
402,000 130,000
1,200,000 -
1,602,000 130,000

2011 2010

$ $
(1,189,946) 310,965
32,557 46,435
(438) -
- (431,481)
- (1,141,713)
: 643,350
213,644 -
- 130,000
235,596 74,367
(708,587) (368,077)
(14,442) (1,090)
(1,862) (115,742)
13,045 (5,830)
(711,846) (490,739)
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Key management personnel

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

Directors

T R B Goyder

D R Richards

D A Jones

V P Gauci

A W Kiernan

C R Williams

Executive

R K Hacker (Company Secretary)

The key management personnel compensation is as follows:

2011 2010
$ $
Short-term employee benefits 496,007 307,830
Post-employment benefits 39,723 24,637
Equity-settled transactions 199,132 71,576
734,862 404,043

Individual Directors’ and executives’ compensation disclosures

The Company has transferred the detailed remuneration disclosures to the Directors’ Report in accordance
with Corporations Amendment Regulations 2006 (No. 4). These remuneration disclosures are provided in the
Remuneration Report section of the Directors’ Report under Details of Remuneration and are designated as
audited.

Loans to key management personnel and their related parties
No loans were made to key management personnel and their related parties.

Other key management personnel transactions with the Company
A number of key management persons, or their related parties, hold positions in other entities that result in
them having control or significant influence over the financial or operating policies of those entities.

A number of these entities transacted with the Company in the reporting period. The terms and conditions
of the transactions with management persons and their related parties were no more favourable than those
available, or which might reasonably be expected to be available, on similar transactions to non-Director
related entities on an arm’s length basis.

The aggregate amounts recognised during the year relating to key management personnel and their related
parties were as follows:

Amounts payable/ Amounts payable/

(receivable) (receivable)
Note 2011 2010
Key management persons Transaction $ $
A W Kiernan Legal and consulting 0] 44,300 25,200
services
Other related parties
Chalice Gold Mines Limited Corporate Services (i) 144,000 168,734
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(if)

The Company used the legal and consulting services of Mr Kiernan during the year. Amounts were
billed based on normal market rates for such services and were due and payable under normal
payment terms.

The Company receives corporate services including accounting and company secretarial services
under a Corporate Services Agreement with Chalice Gold Mines Limited. Messrs Goyder, Kiernan and
Jones were all Directors of Chalice Gold Mines Limited during the year, and Mr Hacker was the
Company Secretary. Amounts billed are based on a proportionate share of the cost to Chalice Gold
Mines Limited of providing the services and have normal payment terms.

Amounts payable to key management personnel at reporting date arising from these transactions were as

follows:

Current payables
Trade debtors

Assets and liabilities arising from the above transactions 2011 2010
$
(2,100) (23,632)
(2,100) (23,632

Options and rights over equity instruments granted as compensation

The movement during the reporting period in the number of options over ordinary shares in Liontown
Resources held, directly, indirectly or beneficially, by each key management person, including their related
parties, is as follows:

Vested and
Held at Held at Vested exercisable
1 July Granted as Expired/ 30 June during the at 30 June
2010  compensation Exercised Forfeited 2011 year 2011
T R B Goyder - - - - - - -
D R Richards - 3,000,000 - - 3,000,000 3,000,000 3,000,000
D A Jones 5,000,000 - - - 5,000,000 1,000,000 4,000,000
V P Gauci 2,000,000 - - - 2,000,000 - 2,000,000
A W Kiernan - - - - - - -
C R Williams - - - - - - -
Executive
R K Hacker 500,000 250,000 - - 750,000 250,000 750,000
Vested and
Held at Held at Vested exercisable
1 July Granted as Expired/ 30 June during the at 30 June
2009 compensation Exercised Forfeited 2010 year 2010
T R B Goyder 750,000 - - (750,000) - - -
D R Richards - - - - - - -
D A Jones 5,000,000 - - - 5,000,000 2,000,000 3,000,000
V P Gauci 2,000,000 - - - 2,000,000 1,000,000 2,000,000
A W Kiernan 750,000 - - (750,000) - - -
C R Williams 750,000 - - (750,000) - - -
Former
Directors
A R Bantock 1,250,000 - - (1,250,000) - - -
Executive
R K Hacker 500,000 - - - 500,000 375,000 500,000
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Movements in ordinary shares
The movement during the reporting period in the number of ordinary shares in Liontown Resources held,
directly, indirectly or beneficially, by each key management person, including their related parties, is as

follows:
Held at Received on Held at
1 July exercise of 30 June
2010 Additions options Sales 2011
Directors
T R B Goyder 53,252,444 5,259,000 - - 58,511,444
D R Richards - 200,000 - - 200,000
D A Jones 1,120,000 - - - 1,120,000
V P Gauci 1,405,216 - - - 1,405,216
A W Kiernan 2,436,091 - - - 2,436,091
C R Williams 615,783 - - - 615,783
Executives
R K Hacker 962,000 - - - 962,000

Subsequent events

There are no events subsequent to reporting date.
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1 In the opinion of the Directors of Liontown Resources Limited (‘the Company’):

(@) the financial statements, notes and additional disclosures of the company are in accordance with
the Corporations Act 2001 including:

(i) giving a true and fair view of the financial position of the Company as at 30 June 2011 and of
its performance for the year then ended; and

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

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

(c) the financial statements and notes thereto are in accordance with International Financial
Reporting Standards issued by the International Accounting Standards Board.

2 This declaration has been made after receiving the declaration required to be made to the directors in
accordance with section 295A of the Corporations Act 2001 for the financial year ended 30 June 2011.

This declaration is signed in accordance with a resolution of the Directors:

D R Richards

Managing Director
Dated this 8" day of September 2011
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INDEPENDENT AUDITOR’S REPORT

To the members of Liontown Resources Limited

Report on the Financial Report

We have audited the accompanying financial report of Liontown Resources Limited, which comprises the
statement of financial position as at 30 June 2011, the statement of comprehensive income, the statement
of changes in equity and the statement of cash flows for the year then ended, notes comprising a
summary of significant accounting policies and other explanatory information, and the directors’
declaration for Liontown Resources Limited.

Directors’ Responsibility for the Financial Report

The directors of the company are responsible for the preparation of the financial report that gives a true
and fair view in accordance with Australian Accounting Standards and the Corporations Act 2001 and for
such internal control as the directors determine is necessary to enable the preparation of the financial
report that is free from material misstatement, whether due to fraud or error.

In Note 1(a), the directors also state, in accordance with Accounting Standard AASB 101: Presentation of
Financial Statements, that the financial report of Liontown Resources Limited 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. Those 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 company’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 company’s internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by the directors, as well as
evaluating the overall presentation of the financial report.

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

Matters relating to the electronic presentation of the audited financial report

This auditor’s report relates to the financial report and remuneration report of Liontown Resources Limited
for the financial year ended 30 June 2011 included on Liontown Resources Limited’'s website. The
company’s directors are responsible for the integrity of the Liontown Resources Limited website. We have
not been engaged to report on the integrity of this web site. The auditor’s report refers only to the financial
report and remuneration report identified in this report. It does not provide an opinion on any other
information which may have been hyperlinked to/from the financial report. If users of the financial report
are concerned with the inherent risks arising from publication on a website, they are advised to refer to the
hard copy of the audited financial report and remuneration report to confirm the information contained in
this website version of the financial report.

HLB Mann Judd (WA Partnership) ABN 22 193 232 714

Level 4, 130 Stirling Street Perth WA 6000. PO Box 8124 Perth BC WA 6849 Telephone +61 (08) 9227 7500. Fax +61 (08) 9227 7533.
Email: hib@hlbwa.com.au. Website: http://www.hlb.com.au

Liability limited by a scheme approved under Professional Standards Legislation

HLB Mann Judd (WA Partnership) is a member of International, a worldwide organisation of accounting firms and business advisers
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INDEPENDENT AUDITOR’S REPORT (continued)
Independence

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

Auditor’s Opinion
In our opinion:

(@) the financial report of Liontown Resources Limited is in accordance with the Corporations Act 2001,
including:

(i) giving a true and fair view of the company’s financial position as at 30 June 2011 and of its
performance for the year ended on that date; and

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

(b) the financial report also complies with International Financial Reporting Standards as disclosed in
Note 1(a).

Report on the Remuneration Report

We have audited the Remuneration Report included in the directors’ report for the year ended 30 June
2011.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 Liontown Resources Limited for the year ended 30 June 2011
complies with section 300A of the Corporations Act 2001.

HLB MANN JUDD
Chartered Accountants

"W

Perth, Western Australia L DI GIALLONARDO
8 September 2011 Partner
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Approach to Corporate Governance

Liontown Resources Limited ("Company") has made it a priority to adopt systems of control and accountability as
the basis for the administration of corporate governance. Some of these policies and procedures are summarised in
this statement. Commensurate with the spirit of the ASX Corporate Governance Council's Corporate Governance
Principles and Recommendations 2™ edition ("Principles & Recommendations"), the Company has followed each
recommendation where the Board has considered the recommendation to be an appropriate benchmark for its
corporate governance practices. Where the Company's corporate governance practices follow a recommendation,
the Board has made appropriate statements reporting on the adoption of the recommendation. In compliance with
the “if not, why not” regime, where, after due consideration, the Company's corporate governance practices
depart from a recommendation, the Board has offered full disclosure and an explanation for the adoption of its
own practice.

Further information about the Company's corporate governance practices may be found on the Company's website
at www.ltresources.com.au, under the section marked "Corporate Governance".

The Company reports below on how it has followed (or otherwise departed from) each of the Principles &
Recommendations during the 2010/2011 financial year ("Reporting Period"). The Principles & Recommendations
were amended in 2010. These amendments apply to the Company's first financial year commencing on or after
1 January 2011. Accordingly, disclosure against the Principles & Recommendations as amended in 2010 will be
made in relation to the Company's financial year ending 30 June 2012. The report below is made against the
Principles and Recommendations prior to their amendment in 2010.

However, the Company does wish to report that it adopted a Diversity Policy in accordance with the new
Recommendation 3.2. A copy of the Company’s Diversity Policy is available on the Company’s website at
www.ltresources.com.au.

Board

Roles and responsibilities of the Board and Senior Executives
(Recommendations: 1.1, 1.3)

The Company has established the functions reserved to the Board, and those delegated to senior executives and
has set out these functions in its Board Charter.

The Board is collectively responsible for promoting the success of the Company through its key functions of
overseeing the management of the Company, providing overall corporate governance of the Company, monitoring
the financial performance of the Company, engaging appropriate management commensurate with the Company's
structure and objectives, involvement in the development of corporate strategy and performance objectives, and
reviewing, ratifying and monitoring systems of risk management and internal control, codes of conduct and legal
compliance.

Senior executives are responsible for supporting the Managing Director and assisting the Managing Director in
implementing the running of the general operations and financial business of the Company in accordance with the
delegated authority of the Board. Senior executives are responsible for reporting all matters which fall within the
Company's materiality thresholds at first instance to the Managing Director or, if the matter concerns the Managing
Director, directly to the Chair or the lead independent director as appropriate.

The Company's Board Charter is available on the Company's website at www.lItresources.com.au.
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Skills, experience, expertise and period of office of each Director
(Recommendation: 2.6)

A profile of each Director setting out their skills, experience, expertise and period of office is set out in the
Directors' Report.

Director independence
(Recommendations: 2.1, 2.2, 2.3, 2.6)

The Board does not have a majority of directors who are independent. The Board considers that the current
composition of the Board is adequate for the Company’s current size and operations, and includes an appropriate
mix of skills and expertise relevant to the Company’s business. The Board continues to monitor its composition as
the Company’s operations evolve and will appoint further independent directors if considered appropriate.

The independent directors of the Company are Anthony Kiernan, Craig Williams and Vince Gauci. These directors
are independent as they are non-executive directors who are not members of management and who are free of any
business or other relationship that could materially interfere with, or could reasonably be perceived to materially
interfere with, the independent exercise of their judgement.

Independence is measured having regard to the relationships listed in Box 2.1 of the Principles & Recommendations
and the Company's materiality thresholds. The materiality thresholds are set out below.

The Board has agreed on the following guidelines for assessing the materiality of matters, as set out in the
Company's Board Charter:

e  Balance sheet items are material if they have a value of more than 10% of pro-forma net asset.

. Profit and loss items are material if they will have an impact on the current year operating result of 10% or
more.

. Items are also material if they impact on the reputation of the Company, involve a breach of legislation, are
outside the ordinary course of business, could affect the Company’s rights to its assets, if accumulated would
trigger the quantitative tests, involve a contingent liability that would have a probable effect of 10% or more
on balance sheet or profit and loss items, or will have an effect on operations which is likely to result in an
increase or decrease in net income or dividend distribution of more than 10%.

. Contracts will be considered material if they are outside the ordinary course of business, contain
exceptionally onerous provisions in the opinion of the Board, impact on income or distribution in excess of the
quantitative tests, there is a likelihood that either party will default, and the default may trigger any of the
quantitative or qualitative tests, are essential to the activities of the Company and cannot be replaced or
cannot be replaced without an increase in cost which triggers any of the quantitative tests, contain or trigger
change of control provisions, are between or for the benefit of related parties, or otherwise trigger the
guantitative tests.

The non-independent directors of the Company are Timothy Goyder, Douglas Jones and David Richards.

The non-independent Chair of the Board is Timothy Goyder. The Chair is an executive director and does not satisfy
the test of independence as set out in Box 2.1 of the Principles and Recommendations. The Board believes that
Timothy Goyder is the most appropriate person for the position as Chair because of his seniority and industry
experience. However, the Board has appointed Anthony Kiernan to act as lead independent director when any

conflicts of interest arise.

The Managing Director is David Richards who is not Chair of the Board.
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Independent professional advice
(Recommendation: 2.6)

To assist directors with independent judgement, it is the Board's policy that if a director considers it necessary to
obtain independent professional advice to properly discharge the responsibility of their office as a director then,
provided the director first obtains approval from the Chair for incurring such expense, the Company will pay the
reasonable expenses associated with obtaining such advice.

Selection and (Re)Appointment of Directors
(Recommendation: 2.6)

In determining candidates for the Board, the Nomination Committee (or equivalent) follows a prescribed process
whereby it evaluates the mix of skills, experience and expertise of the existing Board. In particular, the
Nomination Committee (or equivalent) is to identify the particular skills that will best increase the Board's
effectiveness. Consideration is also given to the balance of independent directors. Potential candidates are
identified and, if relevant, the Nomination Committee (or equivalent) recommends an appropriate candidate for
appointment to the Board. Any appointment made by the Board is subject to ratification by shareholders at the
next general meeting.

The Board recognises that Board renewal is critical to performance and the impact of Board tenure on succession
planning. Each director other than the Managing Director, must not hold office (without re-election) past the third
annual general meeting of the Company following the Director's appointment or three years following that
director's last election or appointment (whichever is the longer). However, a Director appointed to fill a casual
vacancy or as an addition to the Board must not hold office (without re-election) past the next annual general
meeting of the Company. At each annual general meeting a minimum of one director or a third of the total
number of directors must resign. A director who retires at an annual general meeting is eligible for re-election at
that meeting. Re-appointment of directors is not automatic.

The Company's Policy and Procedure for the Selection and (Re)Appointment of Directors is available on the
Company's website at www.Itresources.com.au.

Board committees

Nomination Committee
(Recommendations: 2.4, 2.6)

The Company has not established a separate Nomination Committee. Given the current size and composition of
the Board, the Board believes that there would be no efficiencies gained by establishing a separate Nomination
Committee. Accordingly, the Board performs the role of the Nomination Committee. Items that are usually
required to be discussed by a Nomination Committee are marked as separate agenda items at Board meetings when
required. When the Board convenes as the Nomination Committee it carries out those functions which are
delegated to it in the Company’s Nomination Committee Charter. The Board deals with any conflicts of interest
that may occur when convening in the capacity of the Nomination Committee by ensuring that the director with
conflicting interests is not party to the relevant discussions.

The full Board did not officially convene as a Nomination Committee during the Reporting Period, however
nomination-related discussions occurred from time to time during the year as required.

The Company’s Nomination Committee Charter is available on the Company’s website at www.lItresources.com.au.

42



Liontown Resources Limited
Corporate Governance Report

Audit Committee
(Recommendations: 4.1, 4.2, 4.3, 4.4)

The Company has established an Audit Committee.

The Audit Committee is structured in compliance with Recommendation 4.2. The Audit Committee is comprised of
Anthony Kiernan, Vince Gauci and Craig Williams (the Board’s independent non-executive directors) and is chaired
by Vince Gauci, who is not Chair of the Board. The Board considers this present structure is the best mix of skills
and expertise to carry out the function of an Audit Committee available to the Company and appropriate for its
current needs. The Board has adopted an Audit Committee Charter which the Audit Committee applies to assist it
to fulfil its function. The Audit Committee Charter makes provision for the Audit Committee to meet with the
external auditor as required.

The Audit Committee held one meeting during the Reporting Period. Details of the directors who are members of
the Audit Committee and their attendance at Audit Committee meetings are set out in the Directors’ Report.

Details of each of the director's qualifications are set out in the Directors' Report. No members of the Audit
Committee have formal accounting or financial qualifications, however, all are considered to be financially
literate.

The Company has established procedures for the selection, appointment and rotation of its external auditor. The
Board is responsible for the initial appointment of the external auditor and the appointment of a new external
auditor when any vacancy arises, as recommended by the Audit Committee. Candidates for the position of
external auditor must demonstrate complete independence from the Company through the engagement period.
The Board may otherwise select an external auditor based on criteria relevant to the Company's business and
circumstances. The performance of the external auditor is reviewed on an annual basis by the Audit Committee
and any recommendations are made to the Board.

The Company's Audit Committee Charter and the Company's Procedure for Selection, Appointment and Rotation of
External Auditor are available on the Company's website at www.lItresources.com.au.

Remuneration Committee
(Recommendations: 8.1, 8.2, 8.3)

The Company has not established a separate Remuneration Committee. Given the current size and composition of
the Board, the Board believes that there would be no efficiencies gained by establishing a separate Remuneration
Committee. Accordingly, the Board performs the role of the Remuneration Committee. Items that are usually
discussed by a Remuneration Committee are marked as separate agenda items at Board meetings when required.
When the Board convenes as the Remuneration Committee it carries out those functions which are delegated to it
in the Company’s Remuneration Committee Charter. The Board deals with any conflicts of interest that may occur
when convening in the capacity if the Remuneration Committee by ensuring that the director with conflicting
interests is not party to the relevant discussions.

The full Board did not officially convene as a Remuneration Committee during the Reporting Period, however
remuneration-related discussions occurred from time to time during the year as required.

Details of remuneration, including the Company’s policy on remuneration, are contained in the “Remuneration
Report” which forms of part of the Directors’ Report. Non-executive directors are remunerated at a fixed fee for
time, commitment and responsibilities. Remuneration for non-executive directors is not linked to individual
performance. Pay and rewards for executive directors and senior executives consists of a base salary and
performance incentives. Long term performance incentives may include options granted at the discretion of the
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Board and subject to obtaining the relevant approvals. Executives are offered a competitive level of base pay at
market rates and are reviewed annually to ensure market competitiveness.

There are no termination or retirement benefits for non-executive directors (other than for superannuation).

The Company's Remuneration Committee Charter includes a statement of the Company's policy on prohibiting
transactions in associated products which limit the risk of participating in unvested entitlements under any equity
based remuneration schemes.

The Company's Remuneration Committee Charter is available on the Company's website at ww.ltresources.com.au.

Performance evaluation

Senior executives
(Recommendations: 1.2, 1.3)

The Managing Director and Executive Chairman review the performance of the senior executives. This is conducted
by informal interviews.

During the Reporting Period a formal evaluation of senior executives did not occur. However, due to the size of
the group, the executive Chairman takes an active role in assessing the performance of executives on an informal
basis.

Board, its committees and individual directors
(Recommendations: 2.5, 2.6)

The Chair evaluates the performance of the Board, individual directors, the Managing Director and any applicable
committees of the Board. These evaluations are undertaken by each director completing a questionnaire which is
then evaluated by the Chair.

During the Reporting Period an evaluation of the Board took place in accordance with the process disclosed.
However, an evaluation of the individual directors and the committees of the Board did not occur during the
Reporting Period.

Ethical and responsible decision making

Code of Conduct
(Recommendations: 3.1, 3.3)

The Company has established a Code of Conduct as to the practices necessary to maintain confidence in the
Company's integrity, practices necessary to take into account their legal obligations and the expectations of their
stakeholders and responsibility and accountability of individuals for reporting and investigating reports of unethical

practices.

A summary of the Company's Code of Conduct is available on the Company website at www.ltresources.com.au.
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Policy for Trading in Company Securities
(Recommendations: 3.2, 3.3)

The Company has established a Policy for Trading in Company Securities by directors, senior executives and
employees.

A summary of the Company's Policy for Trading in Company Securities is available on the Company's website at
www.ltresources.com.au.

Continuous Disclosure
(Recommendations: 5.1, 5.2)

The Company has established written policies and procedures designed to ensure compliance with ASX Listing Rule
disclosure and accountability at a senior executive level for that compliance.

A summary of the Company's Policy on Continuous Disclosure and a summary of the Company's Compliance
Procedures are available on the Company's website at www.lItresources.com.au.

Shareholder Communication
(Recommendations: 6.1, 6.2)

The Company has designed a communications policy for promoting effective communication with shareholders and
encouraging shareholder participation at general meetings.

The Company's Shareholder Communication Policy is available on the Company's website at ww.lItresources.com.au.

Risk Management
Recommendations: 7.1, 7.2, 7.3, 7.4)

The Board has adopted a Risk Management Policy, which sets out the Company's risk profile. Under the policy, the
Board is responsible for approving the Company's policies on risk oversight and management and satisfying itself
that management has developed and implemented a sound system of risk management and internal control.

Under the policy, the Board delegates day-to-day management of risk to the Managing Director, who is responsible
for identifying, assessing, monitoring and managing risks. The Managing Director is also responsible for updating
the Company's material business risks to reflect any material changes, with the approval of the Board. In fulfilling
the duties of risk management, the Managing Director may have unrestricted access to Company employees,
contractors and records and may obtain independent expert advice on any matter they believe appropriate, with
the prior approval of the Board.

The Board has established a separate Audit Committee to monitor and review the integrity of financial reporting
and the Company's internal financial control systems and risk management systems.

As the Company continues to evolve, the Board will enhance the processes and procedures to manage and report
on material business risk, and may engage external risk management consultants to assist.

In addition, the following risk management measures have been adopted by the Board to manage the Company's
material business risks:

e Due to the size of the Company, all payments must be approved by the Managing Director and Chief
Financial Officer;

e the Board has developed a range of emergency response and other health and safety policies and
procedures relevant to its operations;
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e the Board has adopted a compliance procedure for the purpose of ensuring compliance with the Company's
continuous disclosure obligations; and

e the Board has adopted a corporate governance manual which contains other policies to assist the Company
to establish and maintain its governance practices.

The Board has implemented a system to review, formalise and document the management of its material business
risks. This system includes a risk register used by management to identify the Company's material business risks
and risk management strategies for these risks. In addition, the process of managing material business risks is
allocated to members of senior management. The risk register is currently being prepared by management and will
be provided to the Board along with a report as to the effectiveness of the Company’s management of material
business risks for the next reporting period.

The categories of risk to be reported on or referred to as part of the Company’s systems and processes for
managing material business risk include market-related, financial reporting, operational, environmental, human
capital, sustainability, occupational health and safety, political, strategic, economic cycle/marketing, and legal
and compliance.

The Managing Director and the Chief Financial Officer have provided a declaration to the Board in accordance with
section 295A of the Corporations Act and have assured the Board that such declaration 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 risk.

A summary of the Company's Risk Management Policy is available on the Company's website at
www. Itresources.com.au.
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Additional information required by the Australian Stock Exchange Limited Listing Rules and not disclosed elsewhere
in this report is set out below.

Shareholdings
Substantial shareholders

The number of shares held by substantial shareholders and their associated interests as at 7 September 2011 were:

Shareholder Number of ordinary Percentage of
shares held capital held
%
Timothy R B Goyder 58,511,444 27.72
Balfes (QLD) Pty Ltd 13,300,000 6.30

Graham Kluck Management & Investment

Pty Ltd 12,705,332 6.02

Class of Shares and Voting Rights
At 7 September 2011 there were 867 holders of the ordinary shares of the Company.
The voting rights to the ordinary shares set out in the Company’s Constitution are:
“Subject to any rights or restrictions for the time being attached to any class or Classes of shares -

a) at meetings of members or classes of members each member entitled to vote in person or by proxy or
attorney: and

b) on a show of hands every person who is a member has one vote and on a poll every person in person
or by proxy or attorney has one vote for each ordinary share held.”

Holders of options do not have voting rights.

Distribution of equity security holders as at 7 September 2011:

] Number of equity security holders \

Ordinary Unlisted Share Options

Category Shares

1-1,000 73 -
1,001 - 5,000 177 -
5,001 - 10,000 127 -
10,000 - 100,000 349 4
100,001 and over 141 5
Total 867 9

The number of shareholders holding less than a marketable parcel at 7 September 2011 was 326.
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Twenty largest Ordinary Fully Paid Shareholders
as at 7 September 2011

Number of ordinary

Percentage of

shares held capital held

Name %

Timonthy R B Goyder 58,511,444 27.72
Balfes (QLD) Pty Ltd 13,300,000 6.30
Graham Kluck Management & Investment Pty Ltd 12,705,332 6.02
Equinox Resources 9,000,000 4.26
Lujeta Pty Ltd <The Margaret Account> 8,937,648 4.23
Colbern Fiduciary Nominees Pty Ltd 6,955,771 3.30
Calm Holdings Pty Ltd 6,776,004 3.21
Albion Bay Pty Ltd 5,800,000 2.75
JP Morgan Nominees Australia Limited 5,682,017 2.69
Claw Pty Ltd 4,500,000 2.13
Bell Potter Nominees Ltd 3,740,000 1.77
Calama Holdings Pty Ltd 3,000,000 1.42
Pindan Exploration Pty Ltd 2,750,000 1.30
Gremlyn Pty Ltd 2,500,000 1.18
Melita Station Pty Ltd 2,056,854 0.97
Mr Michael Joseph Tuite & Mrs Helen Elizabeth Tuite 2,000,000 0.95
Dragon Gas Limited 1,500,000 0.71
Lost Ark Nominees Pty Ltd 1,500,000 0.71
Super Seed Pty Ltd 1,400,000 0.66
Octifil Pty Ltd 1,234,667 0.58
Total 153,849,737 72.89
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