





























Kingsrose Mining Limited Annual Report
Year ended 30 June 2009

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 (cont’d)

e When the deferred income tax asset relating to the deductible temporary difference arises from the initial
recognition of an asset or liability in a transaction that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss.

e When the deductible temporary difference is associated with investments in subsidiaries, associates or
interests in joint ventures, in which case a deferred tax asset is only recognised to the extent that it is
probable that the temporary difference will reverse in the foreseeable future and taxable profit will be
available against which the temporary difference can be utilized.

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

Unrecognized deferred income tax assets are reassessed at each balance sheet date and are recognised to the extent
that it has become probable that future taxable profit will allow the deferred tax asset to be recovered.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the ear when the
asset is realized or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively
enacted at the balance sheet date.

Deferred tax assets and deferred tax liabilities are offset only if a legally enforceable right exists to set off current tax
assets against current tax liabilities and the deferred tax assets and liabilities relate to the same taxable entity and the
same taxation authority.

Tax consolidation legislation
The Company and its wholly-owned Australian controlled entities will implement the tax consolidation legislation as of
28 February 2009.

The Company and the Controlled Entities in the tax consolidated group continue to account for their own current and
deferred tax amounts. The Group has applied the separate taxpayer within group approach in determining the
appropriate amount of current taxes and deferred taxes to allocate to members of the tax consolidated group.

The Company and the Controlled Entities in the consolidated group have not entered into a tax funding arrangement
or a tax sharing agreement.

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

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

e  Receivables and payables, which are stated with the amount of GST included

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

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

Commitments and contingencies are disclosed net of the amount of GST recoverable from, or payable to, the taxation
authority.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 (cont’d)
(y) Earnings per share

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

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

e  Costs of servicing equity (other than dividends)

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

e Other non-discretionary changes in revenues or expenses during the period that would result from the
dilution of potential ordinary shares, divided by the weighted average number of ordinary shares and dilutive
potential ordinary shares, adjusted for any bonus element.

(z) Goodwill and intangibles

Goodwill

Goodwill acquired in a business combination is initially measured at cost being the excess of the cost of the business
combination over the Group's interest in the net fair value of the acquiree's identifiable assets, liabilities and
contingent liabilities. The acquisition of the Way Linggo Gold Project resulted in no goodwill being recognised.
Intangibles

Intangible assets acquired separately or in a business combination are initially measured at cost. The cost of an
intangible asset acquired in a business combination is its fair value as at the date of acquisition.

3. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group’s principal financial instruments comprise receivables, payables, convertible notes, finance leases, cash and
short-term deposits.

The Group manages its exposure to key financial risks, including interest rate and currency risk in accordance with the
Group’s financial risk management policy. The objective of the policy is to support the delivery of the Group’s financial
targets whilst protecting future financial security.

The Board reviews and agrees policies for managing each of these risks as summarised below.

Primary responsibility for identification and control of financial risks rests with the Board of Directors because, due to
the size of the Company, there is currently no financial risk management committee.

Risk exposures and responses

(a) Interest rate risk
The Group's exposure to market interest rates relates to the Group's cash holdings.

At balance date, the Group had the following mix of financial assets and liabilities exposed to Australian variable
interest rate risk:
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Consolidated Parent
2009 2009 2008
$ $ $

Financial assets

Cash and cash equivalents 15,607,040 15,494,229 3,140,620
Financial liabilities

Interest bearing liabilities 3,151 - 322,073
Net exposure 15,603,889 15,494,229 2,818,547

The Group’s exposure to risks of changes in market interest rates relates primarily to the Company’s cash balances. The
Company constantly analyses its interest rate exposure. Within this analysis consideration is given to potential renewals
of existing positions and the mix of fixed and variable interest rates. The following sensitivity analysis is based on the
interest rate risk exposures in existence at the balance sheet date. The 3% increase and 1% decrease in rates is based
on reasonably expected possible changes over a financial year, using the observed range of historical rates for the

preceding five year period with an emphasis on rates observed during the past year as a result of the global financial
crisis.

At 30 June 2009, if interest rates had moved, as illustrated in the table below, with all other variables held constant,
post tax losses and equity would have been affected as follows:

Post tax profit Equity
higher/(lower) higher/(lower)
2009 2008 2009 2008
$ $ $ $
Judgements of reasonably
possible movements:
Consolidated
+3.0% (300 basis points) 327,682 - 327,682 -
-1.0% (100 basis points) (109,227) - (109,227) -
Parent
+3.0% (300 basis points) (2008: +1%) 325,379 16,187 325,379 16,187
-1.0% (100 basis points) (2008: -0.5%) (108,460) (8,093) (108,460) (8,093)

The Group was more sensitive to interest rate movements in 2009 than in the previous year due primarily to the
increase in cash holdings. The sensitivity movement percentages were increased in 2009 to reflect the heightened
levels of financial instability and resultant large movements in market interest rates during the reporting period.

(b) Foreign currency risk

As a result of significant operations in Indonesia and large purchases of goods and services denominated in Rupiah and
United States Dollars, the Group's balance sheet can be affected significantly by movements in the Rupiah/AS and
USS/AS exchange rates. The Group seeks to mitigate the effect of its foreign currency exposure by actively monitoring
foreign exchange movements and their impact on the Group’s budgeted future cash flows and future net asset
positions denominated in foreign currencies.
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The Company’s gold sales from the Comet Vale Project located in Western Australia are executed in AS whereby the
gold ounces are priced in USS but automatically overlaid by the buyer with a foreign exchange transaction resulting in

the Company receiving an equivalent AS gold price.

At 30 June 2009, the Group had the following exposure to USS foreign currency:

Consolidated Parent Parent
2009 2009 2008
usD IDR usD IDR usD IDR
'000 '000 '000
Financial Assets
Cash and cash equivalents 90,909 37,637 - - - -
90,909 37,637 - - -
Financial Liabilities
Trade and other payables (312,452) (1,513,643) - - - -
Interest bearing loans and
borrowings - - - - - -
(312,452) (1,513,643) - - - -
Net exposure (221,543) (1,476,006) - - - -

The following sensitivity is based on the foreign currency risk exposures in existence at the balance sheet date:

At 30 June 2009, had the Australian Dollar moved, as illustrated in the table below, with all other variables held
constant, post tax profit and equity would have been affected as follows:

Post tax profit Equity
higher/(lower) higher/(lower)
2009 2008 2009 2008

Judgements of reasonably
possible movements:
Consolidated
AUD/US Dollar + 10% (15,508) - (15,508) -
AUD/US Dollar - 10% 15,508 - 15,508 -
AUD/IDR Rupiah + 10% (103,320) - (103,320) -
AUD/IDR Rupiah - 10% 103,320 - 103,320 -

Parent
AUD/US Dollar + 10% - - - .
AUD/US Dollar - 10% - - - -

The movements in profit in 2009 are more sensitive than in 2008 due to the higher level of US Dollar and Rupiah cash
and payables at balance date.

Significant assumptions used in the foreign currency exposure sensitivity analysis include:

e Reasonably possible movements in foreign exchange rates were determined based on a review of the last two
years historical movements and economic forecaster’s expectations.
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e The reasonably possible movement of 10% was calculated by taking the USD spot rate as at balance date,
moving this spot rate by 10% and then re-converting the USD into AUD with the “new spot-rate”. This
methodology reflects the translation methodology undertaken by the Group.

e The translation of the net assets in subsidiaries with a functional currency other than AUD has not been
included in the sensitivity analysis as part of the equity movement.

e The net exposure at balance date is representative of what the Group was and is expecting to be exposed to in
the next twelve months from balance date.

(c) Liquidity risk

Liquidity risk arises from the financial liabilities of the Group and the Group’s subsequent ability to meet their
obligations to repay their financial liabilities as and when they fall due.

The Group’s objective is to maintain a balance between continuity of funding and flexibility through the use of bank
overdrafts, bank loans, finance leases and committed available credit lines.

The table below reflects all contractually fixed pay-offs and receivables for settlement, repayments and interest
resulting from recognised financial liabilities. The respective undiscounted cash flows for the respective upcoming fiscal
years are presented. Cash flows for financial assets and liabilities without fixed amounts or timing are based on the
conditions existing at 30 June 2009.

The risk implied from the values shown in the table below, reflects a balanced view of cash inflows and outflows.
Trade payables and other financial liabilities mainly originate from the financing of assets used in our ongoing
operations such as property, plant, equipment and investments of working capital e.g. inventories and trade
receivables.

To monitor existing financial assets and liabilities as well as to enable effective controlling of future risks, the Group
monitors its expected settlement of financial assets and liabilities on an ongoing basis. The following table reflects all
contractually fixed pay-offs and receivables for settlement, repayment and interest resulting from recognised financial
assets and liabilities. The contractual maturity for liabilities represents undiscounted gross amounts.

2009 < 6 months 6-12 1-5 years > 5 years Total
$ $ $ $ $
Consolidated
Financial assets
Cash and equivalents 15,607,040 - - - 15,607,040
Trade and other receivables 365,321 - - - 365,321

Financial liabilities

Trade and other payables (1,257,137) - - - (1,257,137)
Interest-bearing liabilities - (135,151) - - (135,151)
Non-interest bearing loan (99,990) (6,314,472) - - (6,414,462)
Net Maturity 14,615,234 (6,449,623) - - 8,165,611
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2009 < 6 months 6-12 1-5 years > 5 years Total
$ $ $ $ $
Parent
Financial assets
Cash and equivalents 15,494,229 - - - 15,494,229
Trade and other receivables 156,572 - - - 156,572
Interest-bearing receivable - - - -
Financial liabilities
Trade and other payables (796,255) - - - (796,255)
Interest-bearing liabilities - (132,000) - - (132,000)
Non-interest bearing loan (99,990) - - - (99,990)
Net Maturity 14,754,556 (132,000) - - 14,622,556
2008 < 6 months 6-12 1-5 years > 5 years Total
$ $ $ $ $
Parent
Financial assets
Cash and equivalents 3,140,610 - - 3,140,610
Trade and other receivables 77,225 - - 77,225
Financial liabilities
Trade and other payables (713,096) - (713,096)
Interest-bearing liabilities (66,000) (132,012) (165,006) (363,018)
Non-interest bearing loan - - (99,990) - (99,990)
Net Maturity 2,438,739 (132,012) (165,006) - 2,141,721

(d) Credit risk exposure

Credit risk arises from the financial assets of the Group, which comprise cash and cash equivalents and trade and
other receivables. The Group’s exposure to credit risk arises from potential default of the counter party, with the
maximum exposure equal to the carrying amount of these instruments. The carrying amount of financial assets
included in the Balance Sheet represents the Group’s maximum exposure to credit risk in relation to those assets.

The Group does not hold any credit derivatives to offset its credit exposure. The Group trades only with recognised,
credit worthy third parties and as such collateral is not requested nor is it the Group’s policy to securitise its trade and
other receivables. Receivable balances are monitored on an ongoing basis with the result that the Group does not
have a significant exposure to bad debts.

The Group has no significant concentrations of credit risk within the Group except for cash held with National Australia
Bank.

Cash

The Group’s primary banker is National Australia Bank. The Board considers this use of this financial institution, which
has a rating of AA/A-1+ from Standards and Poor’s, to be sufficient in the management of credit risk with regards to
these funds.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 (cont’d)

All financial assets and liabilities recognised in the balance sheet, whether they are carried at cost or fair value, are
recognised at amounts that represent a reasonable approximation of fair values unless otherwise stated in the

applicable notes.

4. SEGMENT INFORMATION

The Group's primary segment reporting format is information that is reported geographically as the Group’s risk and

rates of return are affected predominantly by the location of the mine projects.

The operating businesses are

organised and managed separately according to their geographical location, namely in Australia and Indonesia.

The following table presents revenue and profit information and certain asset and liability information regarding
business segments for the years ended 30 June 2009 and 30 June 2008.

Year ended 30 June 2009 Australia Indonesia Total
$ $ $

Segment revenue 4,171,002 - 4,171,002
Segment result (3,783,418) (1,778,944) (5,562,362)
Other segment information

Segment assets 16,990,973 16,519,125 33,510,098
Segment liabilities 1,186,342 7,125,713 8,312,055
Capital expenditure 215,308 1,441,883 1,657,191
Depreciation 143,667 7,528 151,195
Share-based payments 826,397 - 826,397
Year ended 30 June 2008 Australia Indonesia Total

$ $ $

Segment revenue 1,287,125 - 1,287,125
Segment result (3,499,981) - (3,499,981)
Other segment information

Segment assets 4,936,560 - 4,936,560
Segment liabilities 1,308,062 - 1,308,062
Capital expenditure 446,922 - 446,922
Depreciation 4,527 - 4,527
Share-based payments 1,604,800 - 1,604,800
Impairment of goodwill on acquisition (3,478,134) - (3,478,134)
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5. CURRENT ASSETS - CASH AND CASH EQUIVALENTS

Cash at bank and on hand and deposits at call earn interest at floating rates based on daily bank deposit rates. The
carrying amounts or cash and cash equivalents represent their fair value. Short terms deposits are made for varying
periods of between one day and three months, depending on the immediate cash requirements of the Group and

earns interest at the respective short-term deposit rates.

For the purpose of the cash flow statement, cash and cash equivalents are comprised of the following:

Consolidated Parent
2009 2009 2008
$ $ $
Cash at bank and in hand 15,607,040 15,494,229 643,394
Short-term deposit - - 2,497,226
15,607,040 15,494,229 3,140,620
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6. REVENUES AND EXPENSES

Consolidated Parent
Note
2009 2009 2008
$ $ $

(a) Revenue
Revenue from sale of gold 1,075,438 1,075,438 1,287,125
Revenue from sale of ore 3,095,564 3,095,564 -
Total Revenue 4,171,002 4,171,002 1,287,125
(b) Other Income/(Losses)
Interest 134,694 213,985 180,776
Total other income 134,694 213,985 180,776
(c) Cost of sales
Employee benefits expense
Salaries and wages 2,585,746 2,589,820 1,320,249
Superannuation expense 147,252 147,252 70,975
Other employee benefits expense 112,387 108,313 -

2,845,385 2,845,385 1,391,224
Other expenses
Depreciation 150,342 143,668 91,539
Other cash costs 2,115,595 2,115,595 799,716

2,265,937 2,259,263 891,255
Total cost of sales 5,111,322 5,104,648 2,282,479
(d) Administration expenses
Employee benefits expense
Salaries, wages expense and other employee benefits 328,258 285,285 333,463
Share-based payments 826,397 826,397 1,604,800
Directors fees and other benefits 608,035 530,463 236,015

1,762,690 1,642,145 2,174,278
Other expenses
Project evaluation costs written off - - 51,301
Consulting expense 426,617 413,777 119,268
Depreciation expense 853 - 4,527
Administration costs 1,000,208 851,380 176,930
Exchange gain/(loss) 1,489,205 - -
Profit/(loss) on sale of asset 4,896 4,896 -
Total administration expenses 4,684,469 2,912,198 2,526,304
(e) Finance costs
Interest 57,767 57,767 147,415
Interest on convertible notes 14,500 14,500 11,684
Total finance costs 72,267 72,267 159,099
(f) Employee benefits expense
Total employee benefits expense 4,608,075 4,487,530 3,565,502
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7. INCOME TAX

Consolidated Parent
2009 2009 2008
S S S

(a) Income tax expense

The components of income tax expense are:

Income Statement

Current income tax

Current income tax benefit - - -

Deferred income tax
Relating to origination of temporary differences - - -

Income tax expense/(benefit) reported in income statement - - -

(b) Amounts charged or credited directly to equity

Deferred income tax related to items charged (credited) directly

to equity

Income tax expense reported in equity - - -

(c) Numerical reconciliation of accounting profit/(loss) to tax
expense

A reconciliation between tax expense and the accounting loss
before income tax multiplied by the entity’s applicable income
tax rate is as follows:

Accounting loss before income tax (5,562,362) (7,737,526) (11,363,056)
At the entity's statutory income tax rate of 30% (2008: 30%) (1,135,025) (2,321,258) (3,408,917)
At the entity's Indonesian statutory income tax rate of 35% (622,631) - -
Non assessable income - (23,787) -
Non-deductible expenditure 42,737 42,737 99,043
Goodwill written off - - 1,030,367
Share based payments - - 403,500
Option valuation 248,270 248,270 77,940
Impairment of loan to subsidiary - 1,102,284 -
Impairment of investment in subsidiary - 107,736 -
Foreign subsidiary loss (84,004) (84,004) -
Deductible capital raising costs in equity - (118,931) -
Prior year tax losses assumed from subsidiaries - (44,080) -
Over-provision in prior year (1,094,446) - -
Income tax benefit not recognised 2,645,099 1,091,033 1,798,067
Aggregate income tax expense/(benefit) - - -
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Consolidated Parent
(d) Recognised deferred tax assets and liabilities 2009 2009 2008
Deferred tax balances $ S $
Taxable and deductible temporary differences arise from the
following:
Deferred tax assets:
Provisions 87,612 87,612 69,286
Plant and equipment 186,309 186,309 192,249
Mine development 195,336 195,336 871,993
Capital raising expenses 10,339 10,339 13,786
Listing costs - - 96,017
Losses available for offset against future taxable income 2,479,132 2,479,132 674,757
Provisions of Indonesian subsidiary 46,092 - -
Indonesian losses available for offset against future taxable
income 1,676,184 - -
Deferred tax liabilities: - - -
Accrued income (9,627) (9,627) -

Unrecognised net deferred tax asset (4,671,377) (2,949,101) (1,918,088)

(e) Tax losses

The company and consolidated group has Australian carried forward tax losses of $8,263,773 (tax effected at 30%,
$2,479,132) as at 30 June 2009. The consolidated group holds an 85% interest in an Indonesian subsidiary company
which has Indonesian carried forward tax losses of $4,789,096 (tax effected at 35%, $1,676,183) as at 30 June 2009. In
view of the Company/Group's trading position, the Directors have not included this tax benefit in the Company/
Group's balance sheet. A tax benefit will only be recognised to the extent that it has become probable that future
taxable profit will allow the deferred tax asset to be recovered.

e Unrecognised temporary differences

At 30 June 2009, there are no unrecognised temporary differences associated with the Group’s investments in
subsidiaries, associate or joint venture, as the Group has no liability for additional taxation should unremitted
earnings be remitted (2008:$nil).

e Tax consolidation legislation

The Company and its wholly-owned Australian controlled entities implemented the tax consolidation legislation as of
28 February 2009. The Company and the Controlled Entities in the tax consolidated group continue to account for
their own current and deferred tax amounts. The Group has applied the separate taxpayer within group approach in
determining the appropriate amount of current taxes and deferred taxes to allocate to members of the tax
consolidated group.

The Company and the Controlled Entities in the consolidated group have not entered into a tax funding arrangement
or a tax sharing agreement.

8. EARNINGS PER SHARE

Basic loss per share amounts are calculated by dividing net loss for the year attributable to ordinary equity
holders of the Company by the weighted average number of ordinary shares outstanding during the year.

Diluted earnings per share amounts are calculated by dividing the net loss attributable to ordinary equity
holders of the Company by the weighted average number of ordinary shares outstanding during the year plus
the weighted average number of ordinary shares that would be issued on the conversion of all the dilutive
potential ordinary shares into ordinary shares.
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The following reflects the income and share data used in the basic and dilutive earnings per share computations.

Consolidated Parent
2009 2008

(a) Earnings per share S S
Basic EPS (cents) (5.36) (17.35)
Diluted EPS (cents) (5.36) (17.35)
The following reflects the income used in the calculation of
basic and diluted EPS:
Net loss from continuing operations attributable to
ordinary equity holders of the parent (5,562,362) (7,737,526) (11,363,056)
Net loss attributable to ordinary equity holders of the
parent (5,562,362) (7,737,526) (11,363,056)
(b) Weighted average number of shares No. of shares No. of shares No. of shares
Weighted average number of ordinary shares (excluding
reserved shares) for basic earnings per share* 103,706,710 103,706,710 65,508,957

* adjusted for the effect of convertible notes

At year end the Company had on issue 14,250,000 (2008: 5,500,000) unlisted share options and 38,525,010,
(2008: 36,525,010) listed share options that are excluded from the calculation of diluted loss per share because
they are anti-dilutive as their inclusion reduces the loss per share.

There have been no transactions involving ordinary shares or potential ordinary shares that would significantly
change the number of ordinary shares or potential ordinary shares outstanding between the reporting date
and the date of completion of these financial statements with the exception of the following options which
have been allotted between these two periods:

e 1,500,000 unlisted options at an exercise price of $0.39 each, exercisable on or before 13 July 2014.
e 1,000,000 unlisted options at an exercise price of $0.48 each, exercisable on or before 28 July 2014.

(c) Information on the classification of securities

(i) Options

Options granted to employees as described in Note 25 are considered to be potential ordinary shares and have
not been included in the determination of diluted earnings per share to the extent they are dilutive.

(ii) Convertible Notes

The convertible notes as described in Note 29 are considered to be potential ordinary shares and have been
included in the determination of basic and diluted earnings per share.

9. DIVIDENDS PAID AND PROPOSED
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No dividends have been paid, declared or recommended by the Company during the year.

10. TRADE AND OTHER RECEIVABLES (CURRENT)

Consolidated Parent
2009 2009 2008
$ $ $
Trade receivables - - 659
Other debtors 365,321 156,572 76,566
365,321 156,572 77,225

Trade receivables and other debtors are non-interest bearing and are generally on 30-90 day terms. The carrying
amounts disclosed above represent the fair values. There were no past due or impaired receivables at the 2009 year

end. (2008:SNil).
(b) Fair value and credit risk
Due to the short term nature of these receivables, their carrying value is assumed to approximate their fair value.

The maximum exposure to credit risk is the fair value of receivables. Collateral is not held as security, nor is it the
Group’s policy to transfer (on-sell) receivables to special purpose entities.

(c) Foreign exchange and interest rate risk

Detail regarding foreign exchange and interest rate risk exposure is disclosed in note 3.

11. INVENTORIES (CURRENT)

Consolidated Parent
2009 2009 2008
$ $ $
Ore stocks at cost 988,916 515,756 -
Ore stocks at net realisable value - - 494,906
Stores and spares at cost 142,878 102,356 34,402
Total inventories at lower of cost and net realisable value 1,131,794 618,112 529,308

Inventory write down recognised as an expense totalled S$Nil, (2008: $325,279) for the Group.
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12.  PROPERTY, PLANT AND EQUIPMENT (NON-CURRENT)

Consolidated Parent
30 June 30 June 30 June
2009 2009 2008
$ $ $
Property, plant and equipment
At cost or fair value 2,798,805 1,071,636 1,738,578
Accumulated depreciation (340,920) (225,936) (96,066)
Impairment - - (896,969)
Net carrying amount 2,457,885 845,700 745,543
Movement in property, plant and equipment
At 1 July 2008 net of accumulated depreciation and
impairment 745,543 745,543 -
Acquisition of business (refer Note 28) 2,065,212 - 1,291,656
Additions 472,726 268,631 446,921
Disposals (24,805) (24,805) -
Depreciation (151,195) (143,669) (96,065)
Foreign exchange translation loss (649,596) - -
Impairment - - (896,969)
At 30 June 2009 net of accumulated
depreciation and impairment 2,457,885 845,700 745,543

The impairment loss in 2008 was $896,969 which represents the write-down of the Comet Vale Mine property, plant
and equipment following an assessment of the recoverable amount within the project as a result of higher than
expected unit costs of tonnes produced. The recoverable amount was determined based on fair value less costs to sell
and was determined at the cash-generating unit level, being the Comet Vale Mine assets.

The carrying value of plant and equipment held under a chattel mortgage contract at 30 June 2009 is SNil.
(2008:5100,657).

This asset is pledged as security for the related chattel mortgage contract (refer to Note 18).
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13. MINE PROPERTIES AND DEVELOPMENT (NON-CURRENT)

Consolidated Parent
30 June 30June 30 June
2009 2009 2008
$ $ $
Mine properties and development
At cost or fair value 17,436,030 3,487,972 3,487,972
Impairment (3,487,972) (3,487,972) (3,487,972)
Net carrying amount 13,948,058 - -
Movement in mine properties and development
At 1 July 2008 net of accumulated depreciation and
impairment - B B
Acquisition of business (refer Note 28) 16,100,708 - 3,254,546
Additions 1,286,368 - 233,426
Amortisation - - -
Unwinding of rehabilitation asset present value 11,183 - -
Impairment - - (3,487,972)
Foreign exchange translation loss (3,450,701) - -
At 30 June 2009 net of accumulated
depreciation and impairment 13,948,058 - -
Total mine property and development 13,948,058 . .

No impairment losses were incurred in the reporting period. The impairment loss of $3,487,972 recorded in the
previous year represents the write-down of the Comet Vale Mine properties and development costs, following an
assessment of the recoverable amount within that project as a result of higher than expected unit costs of tonnes
produced. The recoverable amount was based on value in use and was determined at the cash-generating unit level,
being the Comet Vale mine assets.

14. OTHER ASSETS (NON-CURRENT)

Consolidated Parent
2009 2009 2008
$ $ S
Deposits paid on plantand equipment - - 58,321
Pre-acquisition costs - - 385,543

- - 443,864

The Pre-acquisition costs relate to the Way Linggo project in South Sumatra, Indonesia. These costs included
professional fees incurred on geological reports, project viability reports, investigating tax accountant’s reports and
legal services. These costs now form part of the purchase cost of the business combination of the Way Linggo Gold
Project, acquired in February 2009.
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15. INVESTMENT IN SUBSIDIARY (NON-CURRENT)
Consolidated Parent
2009 2009 2008
S S S
Investment in subsidiary - 9,622,657 -
Allowance for impairment - (359,120) -
- 9,263,537 -

Refer to Note 28 (Business Combination) for further information.

16. INTEREST BEARING RECEIVABLE FROM SUBSIDIARY (NON-CURRENT)

The Company provides funding to its Controlled Entities. The funds are advanced and repayable in accordance with
various loan agreements entered into between the Company and its Controlled Entities. Interest accrues at a rate of
10% per annum on the daily outstanding balance of the loan between the Company and the subsidiary Natarang
Offshore Pty Ltd (“NOPL”). Funds advanced to NOPL are automatically on-lent to PT Natarang Mining (“PTNM”").
Whilst the Company can demand repayment from NOPL upon notice, which in turn would make demand against
PTNM, the latter is not expected to be in a position to make such repayments within one year from 30 June 2009.

Consolidated Parent
2009 2009 2008
$ S S
Loan to subsidiary - 3,674,280 -
Allowance for impairment - (3,674,280) -
17. TRADE AND OTHER PAYABLES (CURRENT)
Consolidated Parent
30 June 30June 30 June
2009 2009 2008
S $ S
Trade creditors (a) 327,041 327,041 363,098
Sundry creditors (b) 570,722 156,214 72,648
Accruals (b) 359,374 313,000 253,546
1,257,137 796,255 689,292

(a) The trade creditors are non interest-bearing and generally on 30 day terms.
(b) Sundry creditors are accruals and non interest-bearing and generally on 30 day terms.

Due to the short term nature of these payables, their carrying value approximates their fair value.
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Consolidated Parent
30 June 30June 30 June
2009 2009 2008
$ $ S
Convertible note (refer to Note 26) 122,475 122,475 -
Chattel mortgage (a) - - 93,098
Other 3,151 - -
125,626 122,475 93,098
(a) Represents a chattel mortgage that was paid in full during the year.
19. INTEREST-BEARING LOAN AND BORROWINGS (NON-CURRENT)
Consolidated Parent
30 June 30June 30 June
2009 2009 2008
$ $ S
Convertible Notes - - 228,975
- - 228,975

The carrying amount of the Company’s non-current loans and borrowings approximate their fair value. The difference

between the carrying amount and fair value is immaterial.

20. NON-INTEREST BEARING LOAN AND BORROWINGS (CURRENT)

Consolidated Parent
30 June 30 June 30 June

2009 2009 2008
Loan from related party (a) 327,338 - -
Loan from related party (b) 186,404 - -
Loan from related party (c) 4,623,848 - -
Loan from related party (d) 909,060 - -
Loan from related party (e) 267,822 - -
Loan from related party (f) 99,990 99,990 -

6,414,462 99,990 -

(a) Represents an unsecured interest-free loan from Mr. Husinsjah (President-Director) of PTNM.
(b) Represents an unsecured interest-free loan from Dr. Andrews (Director) of PTNM.
(c) Represents an unsecured interest-free loan from Singapore Mining Venture, a company controlled by Dr.

Andrews.

(d) Represents an unsecured interest-free loan from Icon. Messrs Phillips and Morris are directors of Icon and Dr.

Andrews is the General Manager.

(e) Represents an unsecured interest-free loan from PT. Promincon Indonesia, a company controlled by Dr. Andrews

and Mr. Phillips.

(f) Represents an unsecured interest-free loan from Mr. Phillips that is now classified as current.

None of the abovementioned loans are repayable on demand.
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21. NON-INTEREST BEARING LOAN AND BORROWINGS (NON-CURRENT)

Consolidated Parent
30 June 30 June 30 June
2009 2009 2008
Loan from related party (Refer to Note 20(f)) - - 99,990
- - 99,990
22. PROVISIONS (CURRENT)
Consolidated Parent
30 June 30 June 30 June
2009 2009 2008
$ S s
Provision for annual leave 61,387 61,387 53,127
Provision for stamp duty - - 43,580
61,387 61,387 96.707
23. PROVISIONS (NON CURRENT)
Consolidated Parent
30 June 30 June 30June
2009 2009 2008
S S S
Rehabilitation 345,020 100,000 100,000
Other - employee benefit provision 31,417 - -
376,437 100,000 100,000
Movement in rehabilitation
At 1 July 2008 100,000 100,000 100,000
Acquisition of business 233,837 - -
Unwinding of discount 11,183 - -
At 30 June 2009 345,020 100,000 100,000
Total rehabilitation 345,020 100,000 100,000

The nature of the provisions is described in Note 2 (m) and 2(n).
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24. OTHER PAYABLES (NON-CURRENT)

Consolidated Parent
30 June 30June 30 June
2009 2009 2008
Other payable 77,006 - -
77,006 - -
25. CONTRIBUTED EQUITY
Consolidated Parent
2009 2009 2008
$ $ $
Issued Capital during the year:
(a) Ordinary Shares
Issued and fully paid 40,567,560 40,567,560 12,507,946
(b) Movements in ordinary shares on issue
Balance as at 1 July 2008 12,507,946 12,507,946 20
Private placement - 16 January 2009 (i) 970,000 970,000 -
Consideration shares - acquisition of MM Gold Pty Ltd (ii) 8,500,000 8,500,000 -
Private placement - 7 May 2009 (iii) 20,000,000 20,000,000 -
Share issue costs (1,410,386) (1,410,386) (400,074)
Seed capital - - 1,408,000
Share issue in settlement of debt - - 1,250,000
Consideration shares - - 4,000,000
Share issue pursuant to Prospectus - - 6,000,000
Exercise of options - - 250,000
Balance as at 30 June 2009 40,567,560 40,567,560 12,507,946
Consolidated Parent
2009 2009 2008
Number of issued Ordinary Shares during the year: Number Number Number
(a) Ordinary Shares
Issued and fully paid 218,200,000 218,200,000 20
(b) Movements in ordinary shares on issue
Balance as at 1 July 2008 66,050,020 66,050,020 20
Private placement - 16 January 2009 (i) 9,700,000 9,700,000 -
Consideration shares - acquisition of MM Gold Pty Ltd (ii) 42,500,000 42,500,000 -
Private placement - 7 May 2009 (iii) 100,000,000 100,000,000 -
Share issue costs - - -
Seed capital - - 8,800,000
Share issue in settlement of debt - - 6,250,000
Consideration shares - - 20,000,000
Share issue pursuant to Prospectus - - 30,000,000
Exercise of options - - -
- - 1,000,000
Closing number of shares as at 30 June 2009 218,250,020 218,250,020 66,050,020
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On 16 January 2009, 9,700,000 ordinary fully paid shares were allotted at a price of $0.10 each to clients of Kirke
Securities raising a total of $970,000. The shares were issued within the discretionary capacity of the Board
under ASX Listing Rule 7.1 and were issued to investors under Section 708(1) of the Corporations Act. On 21
April 2009 shareholders ratified the issue of these shares.

On 27 February 2009, 42,500,000 ordinary fully paid “consideration shares” were allotted to Icon Enterprises
Limited as consideration for all the shares in MM Gold Pty Ltd which, through its subsidiary, owns 85% of the
Way Linggo Gold Project in Sumatra, Indonesia. These shares were issued under the Share Purchase Agreement
which was approved by shareholders in general meeting on 21 January 2009 and are subject to a 12 month
escrow period from the date of allotment.

Following shareholder approval on 7 May 2009, 100,000,000 ordinary fully paid shares were allotted to clients of
Southern Cross Equities on 14 May 2009 at a price of $0.20 each, for a total consideration of $20,000,000. Fees
of $1,000,000 were paid to Southern Cross Equities for their services in raising the funds plus issued with
1,500,000 unlisted options exercisable on or before 14 May 2014 at an exercise price of $0.26. The options were
allotted within the discretionary capacity of the Board under ASX Listing Rule 7.1.

(c) Terms and Conditions of contributed equity

Holders of ordinary shares have the right to receive dividends as declared and, in the event of winding up of the
Company, to participate in the proceeds from the sale of all surplus assets in proportion to the number of, and
amounts paid up on shares held. Ordinary shares entitle the holder to one vote, either in person or by proxy, at a
meeting of the Company.

Effective 1 July 1998 the Corporations legislation in place abolished the concepts of authorised capital and par share
values. Accordingly, the Company does not have authorised capital or par value in respect of its issued shares.

(d)

Escrow restrictions

Escrow restrictions on securities in the Company are as follows:
In respect of:

e 22,300,000 ordinary shares, 24 months from 7 December 2007.

e 5,000,000 options over ordinary shares, 24 months from 7 December 2007.
e 11,000,000 convertible notes, 30 months from 7 December 2007.

e 42,500,000 ordinary shares, 12 months from 27 February 2009.

(e) Options on issue
Unissued ordinary shares of the Company at 30 June 2009:
No. Listed No. Unlisted Exercise Price Expiry Date
ESOP Non-ESOP
38,525,010 (i) $0.20 31 Dec 2012
5,500,000 (ii) $0.25 31 Dec 2012
1,000,000 (iii) $0.10 04 Dec 2013
2,250,000 (iii) $0.14 18 Feb 2014
2,000,000 (iii) $0.14 09 Apr 2014
2,000,000 (iv) $0.20 16 Apr 2014
1,500,000 (v) $0.26 14 May 2014
1,500,000 (vi) $0.39 13 Jul 2014
1,000,000 (iii) $0.48 28 Jul 2014
The above options are exercisable on or before the expiry date.
(i) Options issued pursuant to a Non Renounceable Rights Issue on the basis of one option for every two
ordinary shares held at the date of entitlement.
(ii) Options issued to Directors and the Company Secretary prior to the Company’s listing on the ASX and are

subject to escrow restrictions imposed by the ASX.
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(iii) Options issued to employees under the Company’s Employee Option Plan which was approved by
shareholders on 6 May 2008.

(iv) Options issued to a consultant within the discretionary capacity of the Board under ASX Listing Rule 7.1.

(v) Options issued to Southern Cross Equities as part fees for their services in raising $20,000,000. The options
were issued within the discretionary capacity of the Board under ASX Listing Rule 7.1.

(vi) Options issued to two consultants within the discretionary capacity of the Board under ASX Listing Rule 7.1.

(f) Capital Management

The Board’s policy is to maintain a strong capital base so as to maintain investor, creditor and market confidence and
to sustain future developments of the business. Capital, in this context, consists of debt, which includes interest
bearing loans and borrowings, cash and cash equivalents and equity.

The Board’s focus has been to raise sufficient funds through equity to fund exploration and evaluation activities.
There were no changes in the consolidated entity’s approach to capital management during the year. Neither the

Company nor any of its subsidiaries are subject to externally imposed capital requirements.

The table below summarises the components of capital managed by the Group.

Consolidated Parent
30June 30June 30 June
2009 2009 2008
s $ s

Total borrowings* 7,874,231 1,018,720 1,111,355
Less cash and cash equivalents (15,607,040) (15,494,229) (3,140,620)
Net debt (7,732,809) (14,475,509) (2,029,264)
Total equity 25,198,043 25,198,043 3,628,497
Total capital 17,465,234 10,722,534 1,599,233
Gearing ratio 31% 4% 31%

*Includes trade and other payables, interest bearing loans and borrowings, and non-interest bearing loans and
borrowings.

The Group’s gearing ratio is monitored and maintained at a level that is appropriate for its growth plans, taking into
account the fact that a significant component of Group liabilities (56,320,000 outstanding at 30 June 2009) were part
of the business acquisition of the Way Linggo Gold Project and are payable from surplus operating cash-flows
generated once the project is in operation in accordance with various acquisition related agreements. A specific
maximum target gearing ratio has not been set by the Board.
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26. RESERVES

Consolidated Parent
2009 2009 2008
$ $ $

Option premium reserve (a):
At 1 July 2008 442,167 442,167 442,167
Issued during the year 1,236,783 1,236,783 -
Proceeds from issue of options 10,675 10,675
At 30 June 2009 1,689,625 1,689,625 442,167
Convertible note reserve (b):
At 1 July 2008 2,041,440 2,041,440 2,041,440
Issued during the year - - -
At 30 June 2009 2,041,440 2,041,440 2,041,440
Foreign currency translation reserve (c):
At 1 July 2008 - - -
Recorded during the year (2,175,164) - -
At 30 June 2009 (2,175,164) - -

1,555,901 3,731,065 2,483,607

Nature and purpose:

(a) Option premium reserve

The option premium reserve is used to record the value of options provided to shareholders, employees including key
management personnel. It is also used to record the value of share based payments provided to employees including
key management personnel as part of their remuneration.

Details of issue Number of options  Fair value per Value
option
$
At 30 June 2008: 36,525,010 442,167
Directors and Key Management Personnel
Issued to Director 1,000,000 $0.065 64,600
Issued to Director 2,000,000 $0.071 141,200
Issued to Joint Company Secretary 250,000 $0.093 23,357
3,250,000 229,157
1:2 Non Renounceable Rights Issue
(i) Balance of shortfall (1:2 Rights Issue) 2,000,000 $0.005 10,675
Other
Issued under Employee Share Option Plan 2,000,000 $0.118 235,402
Issued to Consultant under 15% Rule 2,000,000 $0.181 361,856
Issued to Southern Cross Equities under 15% Rule 1,500,000 $0.274 410,368
5,500,000 1,007,626
At 30 June 2009: 47,275,010 1,689,625
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(b) Convertible note reserve
The convertible note reserve is used to record the equity portion of the Convertible Note.

This reserve represents the equity component of 11,000,000 convertible notes on issue (2008: 11,000,000). Each note
has a face value of $0.20. Interest of 6% per annum is payable annually in arrears. The Convertible Notes may be
converted into shares on or before the Redemption Date in minimum parcels of 5,000 convertible notes. The notes
may be converted to shares at 20 cents per share. The Convertible Notes may be redeemed at 20 cents per share
unless converted on or before the redemption date. The Convertible Notes were issued in December 2007 and the
Redemption Date is 30 June 2010. The Company may at its absolute discretion cause the moneys payable to the note
holder to be converted into shares at the redemption date rather than being redeemed.

(c) Foreign currency translation reserve
The foreign currency translation reserve is used to record exchange differences arising from the translation of the
financial statements of foreign subsidiaries.

27. ACCUMULATED LOSSES

Consolidated Parent
2009 2009 2008
$ $ $
At July 12008 (11,363,056) (11,363,056) -
Net (loss) in current period (5,562,362) (7,737,526) (11,363,056)
At 30 June 2009 (16,925,418) (19,100,582) (11,363,056)

28. BUSINESS COMBINATION

On 10 September 2008, the Company entered into a Share Purchase Agreement for the acquisition of the shares in
MMG Pty Ltd (MMG), a Company incorporated in Australia, with Icon Enterprises Limited (lcon) and its shareholders,
including Messrs Morris, Phillips and Andrews, who are also directors of Kingsrose. Due to changing economic
conditions, the agreement was subsequently varied on 26 November 2008 (as varied, the Share Purchase Agreement).

The Share Purchase Agreement provided for:

= the acquisition by the Company from Icon of 221 issued fully paid shares of A$0.01 each in the capital of MMG
which represents all of the total shares issued by MMG; and

= the allotment by the Company to Icon of an aggregate of 42,500,000 fully paid shares in the Company.

The fair value of shares issued was determined by reference to the closing price quoted on the Australian Stock
Exchange on 27 February 2009. This price was $0.20 per ordinary share.

Following shareholder approval on 21 January 2009 and completion of all conditions precedent on 27 February 2009
the Company acquired 100% of the voting shares in MMG, from its parent Company, Icon. MMG holds all of the
shares in Natarang Offshore Pty Ltd (NOPL), a Company incorporated in Australia. NOPL holds 85% of the shares in PT
Natarang Mining (PTNM), a Company incorporated in Indonesia that is owner and operator of the Way Linggo Gold
Project. Thus, by acquiring all of the shares in MMG, the Company has acquired an 85% interest in the Project. The
remaining 15% is held by an Indonesian national.

The Project is being undertaken by PTNM pursuant to a Contract of Work dated 2 December 1986 between the
Republic of Indonesia and PTNM (Contract of Work or COW).
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The COW provides that:

e by 31 December 2010 at least 15% of PTNN'’s shares must be offered to the Indonesian Government
or Indonesian national. This has been met as 15% of PTNM is owned by an Indonesian national at 30
June 2009;

e by 31 December 2011 at least 23% must be offered;

e by 31 December 2012 at least 30% must be offered;

e by 31 December 2013 at least 37% must be offered;

e by 31 December 2014 at least 44% must be offered; and

e by 31 December 2015 at least 51% must be offered.

The COW further provides that the consideration to be received by PTNM at each offer date will be determined at an
amount that approximates the then fair value.

The fair value of the identifiable assets and liabilities of the acquiree as at the dates of acquisition are:

2009 2009 2008 2008
Carrying value Fair value Carrying value Fair value
S S S S
Property, plant and equipment 2,065,212 2,065,212 1,291,656 1,291,656
Mine development 16,133,335 16,100,708 3,254,546 3,254,546
Cash and cash equivalents 45,396 45,396 356,079 356,079
Trade and other receivables 171,107 171,107 47,847 47,847
Inventories 451,564 451,564 322,019 322,019
Other 330 330 - -
18,866,944 18,834,317 5,272,147 5,272,147
Trade and other current payables 1,009,937 1,009,937 4,404,981 4,404,981
Other non-current payables 7,827,808 7,827,808 - -
Provisions 373,915 373,915 100,000 100,000
Hire purchase liabilities - - 201,721 201,721
9,211,660 9,211,660 4,706,702 4,706,702
Fair value of identifiable net assets 9,622,657 565,445
Minority Interest - -
KRM share of fair value of the identifiable net 9,622,657 565,445
assets
Cost of the combination:
Issue of shares at fair value 8,500,000 4,000,000
Direct costs relating to the acquisition 1,122,657 43,579
Total cost of the combination 9,622,657 4,043,579
Net cash inflow on acquisition:
Cash acquired 45,396 356,079

The amount of PTNM'’s loss included in the Group’s profit or loss for the period since the acquisition date was
$1,778,944. No revenue was recorded. It is impracticable to state the loss for the Group had PTNM been acquired at
1 July 2008.

In the previous period Kingsrose acquired 100% of the joint venture assets of the Kingsrose Unit Trust (KUT) by way of
a Deed. The Company issued 20,000,000 ordinary shares with a fair value of $0.20 each, based on the initial public
offering price at the date of exchange.

On 7 December 2007, for accounting purposes, Kingsrose Mining Limited acquired 100% of the joint venture assets of
the Kingsrose Unit Trust by way of a Deed.

Page 84



Kingsrose Mining Limited Annual Report
Year ended 30 June 2009

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 (cont’d)

The Company issued 20,000,000 ordinary shares with a fair value of $0.20 each, based on the initial public offering
price at the date of exchange.

The goodwill arising on acquisition of $3,478,134 was written off in the previous financial year as the Directors believe
it was fully impaired.

Minority Interest

Refer to Note 35 to for information on the treatment of the 15% minority interest shareholding in PT Natarang,
operator of the Group’s Way Linggo Gold Project in Indonesia.

29. SHARE-BASED PAYMENTS

Prior to listing, 5,500,000 unlisted options were issued to three Directors and an employee as part of their
remuneration. These options have an exercise price of $0.25 and an expiry date of 31 December 2012.

During the year the Company issued the following unlisted options over fully paid shares.

e On 4 December 2008, 1,000,000 unlisted options were issued to an employee under the Company’s Employee
Share Option Plan. These options are exercisable on or before 4 December 2013 at an exercise price of $0.10
each.

e On 16 February 2009, 2,250,000 unlisted options were issued to employees under the Company’s Employee Share
Option Plan. These options are exercisable on or before 16 February 2014 at an exercise price of $0.14 each.

e On 6 April 2009, 2,000,000 unlisted options were issued to an employee under the Company’s Employee Share
Option Plan. These options are exercisable on or before 6 April 2014 at an exercise price of $0.14 each.

e On 16 April 2009, 2,000,000 unlisted options were issued to a consultant and are exercisable on or before 16 April
2014 at an exercise price of $0.20 each. The options were allotted within the discretionary capacity of the Board
under ASX Listing Rule 7.1.

e As part of the fees paid to Southern Cross Equities for their services in raising the abovementioned $20,000,000,
the Company issued 1,500,000 unlisted options. These options are exercisable on or before 14 May 2014 at an
exercise price of $0.26 each. The options were allotted within the discretionary capacity of the Board under ASX
Listing Rule 7.1.

In accordance with AASB2 ‘Share-based Payments’ the Company has charged the relative costs of share-based
payments to the income statement.
(a) Recognised share-based payment expense

The expense recognised for employee services receiving during the year is shown in the table
below

Consolidated Parent
2009 2009 2008
Cost of shares recognised as share-based payment - - 1,345,000
Cost of options recognised as share-based payment 1,236,783 1,236,783 259,800
Total expense arising from share-based payment 1,236,783 1,236,783 1,604,800
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(i) Unlisted options issued to directors and key management personnel were issued prior to the Company’s
listing on the ASX

The terms of these options are described below:

Each Option entitles the holder to one (1) Share.

The Options are exercisable at any time prior to 5.00pm WST on 31 December 2012 (the Expiry Date).
The exercise price of the Options is twenty (25) cents per Option.

The Options are freely transferable.

There will be no participating rights or entitlements inherent in the Options and the holders will not be entitled to
participate in new issues of capital which may be offered to Shareholders during the currency of the Options.
However, the Company will ensure that for the purposes of determining entitlements to any such issue, the record
date will be at least seven (7) business days after the issue is announced. This will give Option holders the opportunity
(where available) to exercise their Options prior to the date for determining entitlements to participate in any such
issue.

(i) Unlisted options issued to a director and key management personnel were issued under the Company’s
ESOP which was approved by shareholders on 6 May 2008

The Company has a share-based payment Employee Share Option Scheme (“ESOP”) which was approved by
shareholders in general meeting in May 2008. There have been no cancellations or modifications to the ESOP during
2009. During the year 2,250,000 options were allotted under the ESOP: 2,000,000 to a Director and 250,000 to key
management personnel.

The terms of the options issued under the ESOP are described below:

Expiry Date - The Option will expire at 5.00 pm Western Standard Time on a date five years after the date of issue
(“Expiry Date”).

Exercise Price - Unless otherwise determined by the Board pursuant to clause 6 of the ESOP, the Exercise Price of each
Option will be the Market Value of a Share when the Board resolves to offer the Options. Market Value means the
weighted average closing sale price of the Shares recorded on the ASX over the last 5 trading days on which sales of
the Shares were recorded preceding the day on which the Board resolves to invite an Application for an Option plus a
10% premium.

Unlisted Options - The Option will not be listed for quotation on the ASX or any other stock exchange. The Options
will only be transferrable to the extent permitted by the Scheme.

Exercise of Options - If any Performance Criteria are imposed on a Holder, that Holder may only exercise their Options
upon satisfaction of the Performance Criteria and prior to the Expiry Date.
Notwithstanding paragraph (a) above, all Options may be exercised:

. during a Takeover Period; or
. in the Board's absolute discretion, in the event of the death or Permanent Disablement of an Eligible Employee.

Allotment of Shares - All Shares allotted upon the exercise of Options will be of the same class and rank equally in all
respects with other Shares in the Company.

Reconstruction of capital - In the event that, prior to the expiry of any Options, there is a reconstruction (including
consolidation, subdivision, reduction, return or pro-rata cancellation) of the issued capital of the Company, then the
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number of Options to which each Holder is entitled or the Exercise Price or both will be reconstructed in the manner
required by the Listing Rules.

No Rights of Participation - There are no participating rights or entitlements inherent in the Options and the holders
will not be entitled to participate in new issues of capital which may be offered to Shareholders during the currency of
the Options.

If there is a bonus issue (Bonus Issue) to Shareholders, the number of Shares over which an Option is exercisable will
be increased by the number of Shares which the holder would have received if the Option had been exercised before
the record date for the Bonus Issue (Bonus Shares). The Bonus Shares must be paid up by the Company out of profits
or reserves (as the case may be) in the same manner as was applied in the Bonus Issue, and upon issue will rank
equally in all respects with the other Shares on issue as at the date of issue of the Bonus Shares.

In the event of any reconstruction (including consolidation, sub-division, reduction or return) of the issued capital of
the Company prior to the Expiry Date, all rights of an Option holder are to be changed in a manner consistent with the

Listing Rules.

In the event that the Company makes a pro rata issue of securities, the exercise price of the Options will be adjusted
in accordance with the formula set out in Listing Rule 6.22.2.

(iii) Unlisted options issued to Southern Cross Equities

The options issued to Southern Cross Equities represent transaction costs on capital raised (refer to Note 25(e) (iv).
The terms of these options are described below:

Each Option entitles the holder to one (1) Share.

The Options are exercisable at any time prior to 5.00pm WST on 14 May 2014 (the Expiry Date).

The exercise price of the Options is twenty six ($0.26) cents per Option.

The Options are freely transferable.

The Company will provide to each Option holder a notice that is to be completed when exercising the Options (Notice
of Exercise). The Options may be exercised wholly or in part by completing the Notice of Exercise and delivering it
together with payment to the secretary of the Company to be received any time prior to the Expiry Date. The

Company will process all relevant documents received at the end of every calendar month.

Upon the exercise of an Option and receipt of all relevant documents and payment, the holder will be allotted and
issued a Share ranking pari passu with the then issued Shares.

There will be no participating rights or entitlements inherent in the Options and the holders will not be entitled to
participate in new issues of capital which may be offered to Shareholders during the currency of the Options.
However, the Company will ensure that for the purposes of determining entitlements to any such issue, the record
date will be at least seven (7) business days after the issue is announced. This will give Option holders the opportunity
(where available) to exercise their Options prior to the date for determining entitlements to participate in any such
issue.

(iv) Unlisted options issued to a consultant

The terms of these options are described below:

Each Option entitles the holder to one (1) Share.

The Options are exercisable at any time prior to 5.00pm WST on 16 April 2014 (the Expiry Date).
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The exercise price of the Options is twenty ($0.20) cents per Option.

The Options are freely transferable.

The Company will provide to each Option holder a notice that is to be completed when exercising the Options (Notice
of Exercise). The Options may be exercised wholly or in part by completing the Notice of Exercise and delivering it
together with payment to the secretary of the Company to be received any time prior to the Expiry Date. The
Company will process all relevant documents received at the end of every calendar month.

Upon the exercise of an Option and receipt of all relevant documents and payment, the holder will be allotted and
issued a Share ranking pari passu with the then issued Shares.

There will be no participating rights or entitlements inherent in the Options and the holders will not be entitled to
participate in new issues of capital which may be offered to Shareholders during the currency of the Options.
However, the Company will ensure that for the purposes of determining entitlements to any such issue, the record
date will be at least seven (7) business days after the issue is announced. This will give Option holders the opportunity
(where available) to exercise their Options prior to the date for determining entitlements to participate in any such

issue.

b) Summary of options granted during the year

The following table illustrates the number and weighted average exercise price (WAEP) of, and movements in, share
options issued.

2009 2009 2008 2008

Number WAEP Number WAEP
Outstanding at the beginning of the year 5,500,000 0.25 - -
Granted during the year 8,750,000 0.17 6,500,000 0.25
Exercised during the year - - (1,000,000) 0.25
Lapsed/cancelled during the year - - - -
Outstanding at the year end 14,250,000 0.20 5,500,000 0.25
Exercisable at the year end 14,250,000 0.20 5,500,000 0.25

The outstanding balance as at 30 June 2009 is represented by:

(i) 5,500,000 options over ordinary shares with an exercise price of $0.25, exercisable on or before 31 December 2012.

(i) 1,000,000 options over ordinary shares with an exercise price of $0.10, exercisable on or before 4 December 2013.

(iii) 2,250,000 options over ordinary shares with an exercise price of $0.14, exercisable on or before 18 February 2014.

(iv) 2,000,000 options over ordinary shares with an exercise price of $0.14, exercisable on or before 9 April 2014.
1,000,000 of these options are subject to certain Performance Criteria and have an exercise price of $0.14,
exercisable on or before 9 April 2014.

(v) 2,000,000 options over ordinary shares with an exercise price of $0.20, exercisable on or before 16 April 2014.

(vi) 1,500,000 options over ordinary shares with an exercise price of $0.26, exercisable on or before 14 May 2014.
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The outstanding balance as at 30 June 2009 is represented by the following table:

Number of options

Options at end of period
Grant Issue Vesting Expiry Exercise price  Options granted Lapsed/ Options On issue Vested
date date date date cancelled exercised
Directors
3-Oct-07 3-Oct-07 3-Oct-07 3-Dec-12 $0.25 5,500,000 - - 5,500,000 5,500,000
4-Dec-08 4-Dec-08 4-Dec-08 4-Dec-13 $0.10 1,000,000 - - 1,000,000 1,000,000
16-Feb-09 18-Feb-09 18-Feb-09 18-Feb-14 $0.14 2,000,000 - - 2,000,000 2,000,000
Employees
16-Feb-09 18-Feb-09 18-Feb-09 18-Feb-14 $0.14 250,000 - - 250,000 250,000
16-Feb-09 9-Apr-09 9-Apr-09 9-Apr-14 $0.14 2,000,000 - - 2,000,000 *1,000,000
Consultants
6-Apr-09 16-Apr-09 16-Apr-09 16-Apr-14 $0.20 2,000,000 - - 2,000,000 2,000,000
Other - Southern Cross Equities
7-May-09 14-May-09 14-May-09 14-May-14 $0.26 1,500,000 - - 1.500.000 1,500,000
14,250,000 - - 14,250,000 13,250,000

*subject to Performance Criteria

Weighted average remaining contractual life — The weighted average remaining contractual life for the share options outstanding as at 30 June 2009 is 4.1 years. (2008: 4.5 years).
Range of exercise price — The range of exercise prices for ESOP options outstanding at the end of the year was $0.10 to $0.26. (2008: $0.25 only).
Weighted average fair value — The weighted average fair value of options granted during the year was $0.16. (2008: $0.05).

Option pricing model — The fair value of equity share options granted is estimated at the date agreement was reached to grant the options using a Black & Scholes based model,
taking into account the terms and conditions upon which the options are granted. The following table lists the inputs to the model used for the year ended 30 June 2009:
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Granted Granted Granted Granted
7 May 2009 6 April 2009 16 February 2009 4 December 2008

Dividend yield 0.00% 0.00% 0.00% 0.00%
Share price at date of grant $0.33 $0.22 $0.14 $0.10
Exercise price $0.26 $0.20 $0.14 $0.10
Volatility 98.20% 121.40% 117.30% 80.00%
Risk free rate 4.41% 4.13% 3.74% 3.69%
Expiration period 5 years 5 years 5 years 5 years
Black & Scholes valuation $0.26 $0.19 $S0.12 $0.06

c) Directors’ and Key Management Personnel options

The terms of the options issued to Directors and Key Management Personnel are described below:

2009 2008

Grant date 18 February 2009 3 October 2007

17 December 2007
Vesting date 18 February 2009 3 October 2007

17 December 2007
Expiry date 18 February 2014 31 December 2012

31 December 2012
Exercise price $0.14 $0.25
Options granted 2,000,000 5,500,000
Options lapsed/cancelled - -
Options exercised - 1,000,000
Number of options at end of period — on issue 7,500,000 5,500,000
Number of options at end of period — vested 7,500,000 5,500,000

Page 90



Kingsrose Mining Limited Annual Report
Year ended 30 June 2009

30. COMMITMENTS AND CONTINGENCIES
Leasing Commitments

Operating lease commitments — Company as lessee

The Company has entered into commercial leases for property rental. These leases have an average life of between one

and two years with renewal options included in the contracts.

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 (cont’d)

Future minimum rentals payable under non-cancellable operating leases as at 30 June 2009 are as follows:

Consolidated Parent
30 June 30 June 30 June
2009 2009 2008
S S S
Operating lease commitments — Company as lessee
Within one year 73,236 57,365 59,064
After one vear but not more than five years 82,439 63,250 59,064
After more than five years - - -
Total minimum lease payments 155,675 120,615 118,128
30 June 30 June 30 June
2009 2009 2008
$ $ $
Finance lease commitments — Company as lessee
Within one year - - 99,019
After one year but not more than five years - - -
Total minimum lease payments - - 99,019
Less amounts representing finance charges - - (5,921)
Present value of minimum lease payments - - 93,098

There are no other significant commitments and contingencies at balance date that require disclosure.

Page 91



Kingsrose Mining Limited Annual Report
Year ended 30 June 2009

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 (cont’d)

31. AUDITORS’ REMUNERATION

The auditor of Kingsrose Mining Limited is Ernst & Young.

Consolidated Parent
2009 2009 2008
$ $ $
Amounts received or due and receivable by Ernst &
Young (Australia) for:
(i) An audit or review of the financial report of the entity
and any other entity in the consolidated group.
164,474 164,474 112,670

(ii) Other services in relation to the entity and any other
entity in the consolidated group — acquisition due
diligence 28,698 28,698 99,548
(iii) Tax compliance 12,800 12,800 -
Total auditor remuneration 205,972 205,972 212,218
Amounts received or due and receivable by related
practices of Ernst & Young (Australia) for:
(i) An audit or review of the financial report of the entity
and any other entity in the consolidated group.

19,944 - -
Total auditor remuneration 19,944 - -
Amounts received or due and receivable by non Ernst &
Young audit firms for:
(i) An audit or review of the financial report of the entity
and any other entity in the consolidated group.

16,943 16,943 -
Total auditor remuneration 16,943 16,943 -
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32. KEY MANAGEMENT PERSONNEL DISCLOSURES

(a) Details of Key Management Personnel

Directors
J.C. Morris
D.F. Hatch
D.W. Franks
J.W. Phillips

M.J. Andrews
T.G. Spencer

Key Management Personnel

H. Husinsjah
M. Green

Name

Position

Non-Executive Chairman
Managing Director
Non-Executive Director
Non-Executive Director

Non-Executive Director
Finance Director

President Director (PTNM)
Operations Manager

Date of
appointment

17-Aug-07
22-Oct-07

4-Feb-08
12-Jan-05

9-Aug-07

28-Mar-09

9-Apr-99
1-Feb-05

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 (cont’d)

Date of
resignation

27-Feb-09
28-Mar-09

There are no changes to key management personnel after reporting date and as at the date of this report.

(b) Compensation of Key Management Personnel

Short-term employee benefits
Post employment benefits

Share-based payments

Consolidated Parent
2009 2009 2008
$ $ $
702,684 605,885 518,211
340,363 340,363 -
168,846 168,846 307,800
1,211,893 1,115,094 826,011
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(c) Option holdings of Key Management Personnel

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 (cont’d)

Balance at Granted as Net change Options Balance atend Notvested Vested and
beginning of remuneration other exercised of period and not exercisable
period exercisable
1-Jul (+)(+) 30-Jun
2008 2009
30-Jun-09
J.C. Morris 1,500,000 - - - 1,500,000 - 1,500,000
D. F. Hatch (i) 4,500,000 - (4,500,000) - - - -
D. W. Franks (ii) 500,000 1,000,000 (1,500,000) - - - -
T. G. Spencer(iii) - 2,000,000 - - 2,000,000 - 2,000,000
J.W. Phillips 3,000,000 - - - 3,000,000 - 3,000,000
M.J. Andrews 1,000,000 - - - 1,000,000 - 1,000,000
Ir. Herryansjah - - - - - - -
M. Green 100,000 - - - 100,000 - 100,000
10,600,000 3,000,000 (6,000,000) - 7,600,000 - 7,600,000
Balance at Granted as Net change Options Balance at end Not vested and Vested and
beginning of  remuneration other exercised of period not exercisable  exercisable
period
1-Jul (+) 30-Jun-08
2007
30-Jun-08
D.F. Hatch - 3,000,000 1,500,000 - 4,500,000 - 4,500,000
J.C. Morris - 1,000,000 500,000 - 1,500,000 - 1,500,000
D.W. Franks - 1,000,000 500,000 (1,000,000) 500,000 - 500,000
J.W. Phillips - - 3,000,000 - 3,000,000 - 3,000,000
M.J. Andrews - 1,000,000 - - 1,000,000 - 1,000,000
M. Green - - 100,000 - 100,000 - 100,000
- 6,000,000 5,600,000 (1,000,000) 10,600,000 - 10,600,000

(i) D Hatch - Resigned — 27 February 2009
(ii) D. Franks — Resigned — 28 March 2009
(iii) T. Spencer - Appointed — 28 March 2009

(+) These represent listed options issued pursuant to a rights issue of shares.
(++) These represent change by virtue of resignation before year end.

All options are exercisable as soon as they are vested.
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Shareholdings of Key Management Personnel

(d) Ordinary shares held in Kingsrose Mining Limited

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 (cont’d)

Balance On exercise of Balance
. K Net change other
held at remuneration options held at
30-Jun-09 1 July 2008 30 June 2009
Directors
J.C. Morris 1,000,000 - 4,500,000* 5,500,000
D. Hatch (i) 3,000,000 - (3,000,000) -
D. Franks (ii) 1,000,000 - (1,000,000) -
T. Spencer (iii) - - - -
J.W. Phillips - - 16,150,000* 16,150,000
M.J. Andrews - - 16,150,000* 16,150,000
Executives
M. Green - - - -
5,000,000 - 32,800,000 37,800,000
Balance On exercise of Net change other Balance
held at remuneration options held at
30-Jun-08 1 July 2007 30 June 2008
Directors
D.H. Hatch - - 3,000,000 3,000,000
J.C. Morris - - 1,000,000 1,000,000
D. Franks - 1,000,000 - 1,000,000
J.W. Phillips - - - -
M.J. Andrews - - - -
Executives
M. Green - - - -
- 1,000,000 4,000,000 5,000,000

Held in escrow until 27 February 2010.
These shares were issued pursuant to the Share Purchase Agreement which provided for:
] the acquisition by the Company from Icon of 221 issued fully paid shares of A$0.01 each in the capital of MMG,
which represented all of the total shares issued by MMG; and
= the allotment by the Company to Icon of an aggregate of 42,500,000 fully paid shares in the Company. Messrs
Morris, Phillips and Andrews were shareholders of Icon, with ownership being beneficially or non-beneficially

held.

(i) D Hatch - Resigned 27 February 2009
(ii) D. Franks — Resigned 28 March 2009

(iii) T. Spencer - Appointed 28 March 2009
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33.

(a)

(b)

(c)

(c)

(d)

(e) Loans from Key Management Personnel

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 (cont’d)

Balance at Interest Interest Balance Number
beginning of Loans Charged not Write-offs at end of in
period charged period group
Total
$ $ $ $ $ $
2009 99,990 6,314,472 - 6,414,462 6
2008 99,990 - 99,990 1

Terms and conditions of loan

The $99,990 loan from the Director (J.W. Phillips) was unsecured and interest free. This loan was repaid in full

after year end.

The loans incurred during the period for $6,314,472 represent unsecured and interest-free loans from directors
of the company, and/or from companies where they hold a directorship. Refer to Note 20.

RELATED PARTY TRANSACTIONS

Ultimate parent
Kingsrose Mining Limited is an Australian Company which has two Australian subsidiary companies and one
Indonesian subsidiary company as at balance date.

Indonesian subsidiary and minority interest
The Company owns 85% of the Indonesian subsidiary, PTNM, a company in which Mr. Herryansjah Husinsjah
Is a director and is also the holder of the remaining 15% shareholding in PTNM.

Key management personnel
Details of transactions with Key Management Personnel are disclosed in Note 32.

Kalgoorlie Office Lease and Workshop

An arms-length arrangement exists whereby the Company leases the Kalgoorlie office and workshop from
Messrs Michael Green and Darren Phillips. Mr Phillips is considered a related party as he is the son of
Director, Mr. J.W. Phillips. In view of this, Kingsrose procured an independent valuation from a real estate
Company which valued the rental thereby deeming that the arrangement was indeed arms length. An
amount of $30,000, plus outgoings is paid annually to Messrs Green and Phillips. At 30 June 2009 SNil was
owing to Messrs Green and Phillips (2008: Nil). The rental agreement expires on 1 June 2010 at which time
the current arrangement may be extended by mutual agreement.

Mining Services Agreement — Westralmen Pty Ltd

In September 2007, the Company entered into a Mining Services Agreement with Westralmen Pty Ltd, a
Company in which Mr. D Phillips is associated. Westralmen Pty Ltd is considered a related party. Westralmen
Pty Ltd performs mining services for the Company. The initial term of the contract was for a period of two
years and has been extended by mutual agreement for an indefinite period of time at the same rate.

In consideration of Westralmen Pty Ltd performing the mining services, the Company paid Westralmen Pty
Ltd a fee of $418,000 per annum inclusive of GST in equal instalments monthly in arrears until 30 August
2009 and subsequent to the recent extension, the fee will remain unchanged. Westralmen Pty Ltd is solely
responsible for all taxes incurred or payable in respect of the services fee received from the Company.
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The services that Westralmen Pty Ltd provides to the Company includes managing all aspects of the conduct
of mining operations on the joint venture tenements, preparing and submitting expenditure proposals and
work programs, maintaining all mining equipment, reporting to the Company in respect of the progress of the
services and preparing and submitting any reports relating to the mining services as the Company requires.

Under the terms of the agreement, the Company effects and maintains all insurances required by all
applicable laws in respect of the mining services.

At 30 June 2009 $34,833 was owing to Westralmen Pty Ltd. (2008: $35,200)
(e) Loan from Directors

(i) Mr. J.W. Phillips made a loan to the Company in the amount of $99,990. The loan was interest free.
Subsequent to year end, the loan has been repaid in full.

(ii) As part of the Way Linggo Gold project acquisition, a loan of $4,623,847 from Singapore Mining
Ventures Pte Ltd (“SMV”) to PTNM was documented in a Loan Arrangements Deed. This Deed
provided that on repayment of the above-mentioned sum, $1,000,000 is to be repaid by SMV to
Goldcrest Pty Ltd, a company controlled by Mr. Morris and $2,626,940 to be paid to Icon. At the date
of this report the SMV loan was interest-free and is required to be paid by PTNM from surplus
operating cash-flow.

(iii) A $186,405 loan from Dr. Andrews was detailed in the same Deed and on the same terms noted
above.

(iv) A $909,060 loan from Icon was detailed in the same Deed and on the same terms noted above.

(v) A $267,822 loan from Pt Promincon, a company controlled by Mssrs. Andrews and Phillips was
detailed in the same Deed and on the same terms noted above.

(f) Loan from Mr Herrryansjah Husinsjah
A $327,338 loan from Mr. Herryansjah was detailed in the same Deed and on the same terms noted
above.

Refer to Note 21 for additional information.

34. SUBSEQUENT EVENTS

e On 13 July 2009 the Company allotted 1,500,000 unlisted options to two consultants at an exercise price of
$0.39 each, exercisable on or before 13 July 2014. The options were allotted within the discretionary
capacity of the Board under ASX Listing Rule 7.1.

e On 28 July 2009 the Company’s subsidiary, PT Natarang Mining, entered into a contract with Mr. Alec
Sharland to assume the position of Project Manager for the Way Linggo gold project. He commenced work
on 7 September 2009. As a result of this appointment he was allotted 1,000,000 unlisted options under the
Company’s Employee Stock Option Plan to a senior employee at an exercise price of $0.48, exercisable on or
before 28 July 2014.

e On 12 August 2009 1,000,000 options were exercised under the Company’s Employee Share Option Plan. The
options were exercised at a price of $0.10 each.
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35. MINORITY INTEREST

The equity balance of PT Natarang, the operating company for the Way Linggo Gold Project, was negative (i.e. a debit
balance) at the time of the acquisition in February 2009 and again at 30 June 2009 due to accumulated losses
exceeding issued capital and reserves. Under Australian accounting standards, it is not appropriate to recognise
negative Minority Interest balances in the Balance Sheet or Income Statement of the consolidated Group.

The following table summarises the Minority Interest (debit) balances recognised at date of acquisition (February
2009) and as at 30 June 2009:

Minority Interest in: 30-Jun-09 28-Feb-09
Issued share capital 92,433 116,913

Retained profit/(loss) (92,433) (116,913)

36. CONTROLLED ENTITIES

Entity Place of Percentage Holding
Incorporation 2009 2008
Kingsrose Mining Ltd

MM Gold Pty Ltd Australia (WA) 100% 0%
Natarang Offshore Pty Ltd Australia (WA) 100% 0%
PT Natarang Mining Indonesia (JAK) 85% 0%
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37. RECONCILIATION OF CASHFLOWS FROM OPERATING ACTIVITIES

Consolidated Parent
2009 2009 2008

Reconciliation of net (loss)/profit after income tax
to net cash flows used in operating activities. $ S S
Net (loss) after income tax (5,562,362) (7,737,526) (11,363,056)
Adjustments for:
Depreciation 151,195 143,668 96,066
Unrealised foreign exchange loss 1,489,205 - -
Share based payments 826,397 827,567 1,604,800
Impairment of goodwill on acquisition - - 3,487,134
Impairment of mine properties and development and plant - - 4,386,941
Accrued interest - (79,290) (2,042)
Inventory write-down to net realisable value - - 325,279
Convertible notes option interest 14,500 14,500 147,415
Loss on sale of vehicle 4,896 4,896 -
Impairment loss on investment in subsidiary - 359,120 -
Impairment loss on loan to subsidiary - 3,674,280 -
Change in assets and liabilities
(Increase)/decrease in receivables (326,955) (79,347) (29,378)
(Increase)/decrease in prepayments - - (58,321)
Increase/(decrease) in accounts payable (100,391) 106,961 (266,730)
(Increase)/decrease in stock 84,196 (88,804) (529,308)
Increase/(decrease) in provisions (35,320) (33,382) 96,707
Net cash used in operating activities (3,454,639) (2,887,357) (2,104,493)
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DIRECTORS’ DECLARATION

In accordance with a resolution of the Directors of Kingsrose Mining Limited, | state that:
(1) In the opinion of the Directors:
(a) the financial statements, notes and the additional disclosures included in the Directors’ report
designated as audited, of the Company and of the Consolidated Entity are in accordance with the

Corporations Act 2001, including:

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

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

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

(2) This declaration has been made after receiving the declarations required to be made to the Directors in

accordance with section 295A of the Corporations Act 2001 for the financial year ended 30 June 2009.

On behalf of the Board

John C. Morris
Executive Chairman

Perth, 25 September 2009
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Independent auditor's report to the members of Kingsrose Mining Limited

Report on the Financial Report

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

Directors’ Responsibility for the Financial Report

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

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 and International Standards on Auditing. These
Auditing Standards require that we comply with relevant ethical requirements relating to audit
engagements and plan and perform the audit to obtain reasonable assurance whether the financial report
is free from material misstatement.

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

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

Independence

In conducting our audit we have met the independence requirements of the Corporations Act 2001. We
have given to the directors of the company a written Auditor's Independence Declaration, a copy of which
is included in the directors’ report. In addition to our audit of the financial report, we were engaged to
undertake the services disclosed in the notes to the financial statements. The provision of these services
has not impaired our independence.

Liability limited by a scheme approved
under Professional Standards Legislation
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Auditor's Opinion

In our opinion:

1. the financial report of Kingsrose Mining Limited is in accordance with the Corporations Act 2001,
including:

i giving a true and fair view of the financial position of Kingsrose Mining Limited and the
consolidated entity at 30 June 2009 and of their performance for the year ended on that
date; and

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

2. the financial report also complies with International Financial Reporting Standards as issued by the
International Accounting Standards Board.

Report on the Remuneration Report

We have audited the Remuneration Report included in pages 22 to 31 of the directors’ report for the year
ended 30 June 2009. The directors of the company are responsible for the preparation and presentation
of the Remuneration Report in accordance with section 300A of the Corporations Act 2001. Our
responsibility is to express an opinion on the Remuneration Report, based on our audit conducted in
accordance with Australian Auditing Standards.

Auditor’s Opinion

In our opinion the Remuneration Report of Kingsrose Mining Limited for the year ended 30 June 2009,
complies with section 300A of the Corporations Act 2001.

\mmm
Ernst & Young
G H Meyerowitz
Partner

Perth
25 September 2009
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SHAREHOLDER INFORMATION
The following additional information was applicable as at 22 September 2009.

SUBSTANTIAL SHAREHOLDERS

The names of the substantial shareholders and the number of shares to which they are entitled are:

Name Number of Shares Percentage
Icon Enterprises Limited 42,500,000 19.47%

KRM (WA) Pty Ltd as trustee for
the Kingsrose Mining Unit Trust 20,000,000 9.16%

FULLY PAID ORDINARY SHARES
(a) Holders of fully paid ordinary shares are entitled to one vote per fully paid ordinary share.

(b) The number of holders of fully paid ordinary shares is 780.
(c) The number of fully paid ordinary shareholdings held in less than marketable parcels is 5.

(d) The 20 largest fully paid ordinary shareholders together held 68.88% of the securities in this class.

(e) Distribution of fully paid ordinary shareholders:

Category Number of Fully Paid Ordinary
(Size of Holding) Shareholders

1-1,000 10
1,001 - 5,000 79
5,001 - 10,000 168
10,001 - 100,000 372
100,001 and over 151
TOTAL 780

LARGEST FULLY PAID ORDINARY SHAREHOLDERS

Ranking  Name Number %
1 Icon Enterprises Pty Limited 42,500,000 19.38
2 Citicorp Nominees Pty Limited 21,949,463 10.01
3 KRM (WA) Pty Ltd <The Kingsrose Unit A/C> 20,000,000 9.12
4 Fitel Nominees Limited 10,800,000 4.93
5 HSBC Custody Nominees (Australia) Limited 7,977,103 3.64
6 Airedale (Asia) Ltd 6,250,000 2.85
7 Dog Meat Pty Ltd <DM A/C> 5,650,000 2.58
8 Yandall Investments Ltd 4,500,000 2.05
9 Cogent Nominees Pty Ltd <SMP Account> 3,462,707 1.58
10 Bond Street Custodians Limited <CPCPL — TU0022 A/C> 3,250,000 1.48
11 Mr. R. C. Mclllree/Upper Mantle Investments Pty Ltd 3,039,900 1.39
12 Ajava Holdings Pty Ltd 3,000,000 1.37
13 Worldpower Pty Ltd 2,880,000 1.31
14 Nefco Nominees Pty Ltd 2,750,670 1.25
15 All States Secretariat Pty Ltd <Superannuation Fund A/C> 2,500,000 1.14
16 Mr. F.A. Moore 2,500,000 1.14
17 Rosemont Asset Pty Ltd/Mr. S.K. Cato 2,050,000 0.93
18 Matrix Nominees Pty Ltd <D.W. Franks Family A/C> 2,000,000 0.91
19 Lujeta Pty Ltd <Margaret Account> 2,000,000 0.91
20 Zelman Pty Ltd 2,000,000 0.91

151,059,843 68.88
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SHAREHOLDER INFORMATION (cont’d)

There is a total of 218,250,020 ordinary fully paid ordinary shares on issue, 153,450,020 of which are listed on

the Australian Securities Exchange Limited and 64,800,000 are subject to escrow restrictions.

As of the date of this report the following securities on issue are Restricted Securities:

In respect of

° 22,300,000 ordinary shares, 24 months from 7 December 2007.

. 5,000,000 options over ordinary shares, 24 months from 7 December 2007.
11,000,000 convertible notes, 30 months from 7 December 2007

42,500,000 ordinary shares, 12 months from 27 February 2009.

LISTED OPTIONS

(a) The number of holders of listed options is 305.

(b) The number of option holdings held in less than a marketable parcel is 3.

(c) The 20 largest option holders together held 76.35% of the securities in this class.
(d) Distribution of option holders:

Category Number of

(Size of Holding) Option Holders
1-1,000 3
1,001 - 5,000 114
5,001 - 10,000 20
10,001 - 100,000 127
100,001 and over 41
TOTAL 305

LARGEST LISTED OPTION HOLDERS

Ranking Name Number %

1 Airedale (Asia) Ltd 5,625,000 14.60
2 KRM (WA) Pty Ltd <The Kingsrose Unit Trust> 3,500,000 9.08
3 Prosperity Finance Co Ltd 3,000,000 7.79
4 Mr. R.C. Mclllree/Upper Mantle Investments Pty Ltd 2,129,568 5.52
5 Ajava Holdings Pty Ltd 2,000,000 5.19
6 Colbern Fiduciary Nominees Pty Ltd 2,000,000 5.19
7 Nudd Valley Company Limited 1,810,000 4.70
8 Mr. D.F. Hatch 1,500,000 3.89
9 Pipe Link of Australia Pty Ltd <Super Fund A/C> 1,118,000 2.90
10 Nefco Nominees Pty Ltd 1,025,000 2.66
11 Mr. S.K. Cato 800,000 2.08
12 Mr. G.W. Thomas & Mrs N.L. Thomas <Thomas Family Super) 700,000 1.82
13 Dog Meat Pty Ltd <DM A/C> 625,000 1.62
14 Yandall Investments Pty Ltd 600,000 1.56
15 Mr. F.A. Moore 585,000 1.52
16 Mrs. N.L. Thomas <Thomas Family A/C> 525,000 1.36
17 Goldcrest Corporation Pty Ltd 500,000 1.30
18 Matrix Nominees Pty Ltd <D.W. Franks Family A/C> 500,000 1.30
19 Bond Street Custodians Ltd <CPCPL-TU0022 A/C> 500,000 1.30
20 Mr. M.R. & J.P. Smith <The M&J Super Fund A/C> 375,000 0.97

29,417,568 76.35
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SHAREHOLDER INFORMATION (cont’d)

There is a total of 38,525,010 listed options on issue, all of which are listed on the Australian Securities
Exchange Limited.

REGISTERED AND PRINCIPAL OFFICE
The address of the registered and principal office in Australia is Suite 3, 16 Kearns Crescent, Applecross,
Western Australia 6153. The telephone number is (61 8) 9316 2711 and the facsimile number is (61 8) 9316 2511.
REGISTERS OF SECURITIES
Held at the following address:
Advanced Share Registry Services

1/150 Stirling Highway
Nedlands, WA 6009

Telephone: (61 8) 9389 8033
Facsimile: (61 8) 9389 7871
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