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NOTES TO THE ANNUAL REPORT
FOR THE YEAR ENDED 30 JUNE 2017

F.1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)
(e) Exploration and evaluation expenditure

When production commences, the accumulated costs for the relevant area of interest are amortised over the life
of the area according to the rate of depletion of the economically recoverable reserves. A regular review is
undertaken of each area of interest to determine the appropriateness of continuing to carry forward costs in relation
to that area of interest. Costs of site restoration are provided over the life of the facility from when exploration
commences and are included in the costs of that stage. Site restoration costs include the dismantling and removal
of mining plant, equipment and building structures, waste removal, and rehabilitation of the site in accordance with
clauses of the mining permits.

Such costs are determined using estimates of future costs, current legal requirements and technology on an
undiscounted basis. Any changes in the estimates for the costs are accounted on a prospective basis. In
determining the costs of site restoration, there is uncertainty regarding the nature and extent of the restoration due
to community expectations and future legislation. Accordingly the costs are determined on the basis that the
restoration will be completed within one year of abandoning the site.

(f) Trade and other payables

Liabilities are recognised for amounts to be paid in the future for goods or services received, whether or not billed
to the Company. Trade accounts payable are normally settled within 60 days. They are recognised initially at their
fair value and subsequently measured at amortised cost using the effective interest method.

(g) Borrowings

Borrowings are initially recognised at fair value, net of transaction costs incurred. Borrowings are subsequently
measured at amortised cost. Any difference between proceeds (net of transaction costs) and the redemption
amount is recognised in profit or loss over the period of borrowings using the effective interest method. Borrowings
are removed from the statement of financial position when the obligation specified in the contract is discharged,
cancelled or expired. The difference between the carrying amount of a financial liability that has been extinguished
or transferred to another party and the consideration paid, including any non-cash asset transferred or liabilities
assumed, is recognised in profit or loss as other income or finance costs. Borrowings are classified as current
liabilities unless the Company has an unconditional right to defer the settlement of the liability for at least 12 months
after the reporting period.

(h) Employee benefits

Liabilities for wages and salaries including non-monetary benefits and accumulating sick leave that are expected
to be settled wholly within 12 months after the end of the period in which the employees render the related services
are recognised in respect of employee’s services up to the end of the reporting period and are measured at the
amounts expected to be paid when the liabilities are settled.

The liabilities are presented as current employee benefit obligations in the statement of financial position. Liabilities
for long service leave and annual leave are not expected to be settled wholly within 12 months after the end of the
period in which the employees render the related service. They are measured as present value of expected future
payments to be made in respect of services provided by employees up to the end of the reporting period. Re-
measurements as a result of adjustments and changes are recognised in profit or loss. The obligations are
presented as current liabilities in the statement of financial position if the Company does not have an unconditional
right to defer settlement for at least 12 months after the reporting period, regardless of when the actual settlement
is expected to occur
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NOTES TO THE ANNUAL REPORT
FOR THE YEAR ENDED 30 JUNE 2017

F.1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)
(i) Share based payments

Share based compensation benefits are provided to a key management personnel and a consultant. Information
relating to the share based payments are set out in Note B.4. Fair value of share based payments are recognised
based on the nature of the underlying transaction to which the share based payment relates with a corresponding
increase in equity. The fair value recognised is determined by reference to the market value of the securities at
grant date and is recognised over the period from commencement of the service contract to the date the securities
vest with the recipient.

(i) Contributed equity

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares are
shown in equity as a deduction, net of tax, from the proceeds.

(k) Revenue recognition

Revenue is measured at fair value of consideration received or receivable. Revenue is recognised to the extent
that it is probable that the economic benefits will flow to the Company and can be reliably measured. Amounts
disclosed as revenue represent interest received. Interest income is recognised as it accrues.

() Leases

Operating lease payments are recognised as an expense in the Statement of Profit or Loss and Other
Comprehensive Income on a straight-line basis over the lease term.

(m) Income tax
Deferred income tax is provided on all temporary differences at the reporting date between the tax bases of assets
and liabilities and their carrying amounts for financial reporting purposes.

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

(@) exceptwhere the deferred income tax liability arises from the initial recognition of an asset or liability
in a transaction that is not a business combination and, at the time of the transaction, affects neither
the accounting profit nor taxable profit or loss; and

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

Deferred income tax assets are recognised for all deductible temporary differences, carry-forward of unused tax
assets and unused tax losses, to the extent that it is probable that taxable profit will be available against which the
deductible temporary differences, and the carry-forward of unused tax assets and unused tax losses can be utilised:

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

(b) in respect of deductible temporary differences associated with investments in subsidiaries,
associates and interests in joint ventures, deferred tax assets are only recognised to the extent that
it is probable that the temporary differences will reverse in the foreseeable future and taxable profit
will be available against which the temporary differences can be utilised
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NOTES TO THE ANNUAL REPORT
FOR THE YEAR ENDED 30 JUNE 2017

F.1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)
(m) Income tax (cont’d)

The carrying amount of deferred income tax assets is reviewed at each reporting date and reduced to the extent
that it is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred income
tax asset to be utilised. Deferred income tax assets and liabilities are measured at the tax rates that are expected
to apply to the year when the asset is realised or the liability is settled, based on tax rates (and tax laws) that have
been enacted or substantively enacted at the reporting date.

Income taxes relating to items recognised directly in equity are recognised in equity and not in the income
statement. The Company has unused tax losses. However, no deferred tax balances have been recognised, as
it is considered that asset recognition criteria have not been met at this time

(n) Goods and services tax (“GST”)

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

= 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.

= 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 statement of financial position.

Cash flows are included in the statement of cash flows 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.

(o) Loss per share

Basic loss per share is calculated by dividing the net loss attributable to members of the Company for the reporting
period by the weighted average number of ordinary shares of the Company.

(p) Property, plant and equipment

Property plant and equipment are measured on the cost basis less accumulated depreciation. Costs may include
expenditure directly attributable to acquisition of the items. Subsequent costs are included in the assets’ carrying
value or recognised as separate assets, as appropriate only when probable future economic benefits associated
with the item will flow to the Company and costs can be reliably measured. The carrying amount of property, plant
and equipment is reviewed annually to ensure they are not stated in excess of recoverable amounts.

Depreciation rates used for each class of asset is as follows:

Class of fixed asset rate

Furniture and fittings 10% straight line

Office equipment 25% - 33 % straight line
Leasehold improvements 33% straight line
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NOTES TO THE ANNUAL REPORT
FOR THE YEAR ENDED 30 JUNE 2017

F.1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)
(p) Property, plant and equipment (cont’d)

Assets residual values and useful lives are reviewed, adjusted if appropriate at the end of each reporting period.
Gains and losses are determined by comparing proceeds with carrying amount. These gains and losses are
included in profit and loss.

Assets which are used for exploration and evaluation activities are depreciated over its useful life, reflecting the
extent to which the assets have been consumed. The depreciation is added to the intangible exploration and
evaluation asset balance and accumulated in respect of each identifiable area of interest, as described in
accounting policy note (e).

(q) Provisions

Provisions for legal claims are recognised when the Company has a present legal obligation as a result of past
events. It is probable that an outflow of resource will be required to settle the obligation and the amount can be
reliably measured. Provisions are not recognised for future operating losses. Provisions are measured at the
present value of management’s best estimate of the expenses required to settle the present obligation at the end
of the reporting period. The discount rate used to determine the present value is a pre-tax rate that reflects current
market assessment of the time value of money and risks specific to the liability. The increase in provision due to
the passage of time is recognised as interest expense.

(r) Taxincentives

The Company may be entitled to claim special tax deductions for investments in qualifying expenditure (e.g.
Research and Development Tax Incentive Scheme in Australia). The group accounts for such allowances on the
same basis as the relevant expenditure. If the expenditure is expensed in the income statement the tax incentive
will be recorded in the profit or loss. If the expenditure is capitalised to an asset, the tax incentive will reduce the
carrying value of the asset.

(s) New accounting standards and interpretations that are not yet mandatory

The following new standards and amendments to standards are applicable to the Company and are mandatory for
the first time for the financial year beginning 1 July 2017 and beyond. None of the standards and interpretations
have affected any of the amounts recognised in the current period or any prior period. Any new, revised or
amending Accounting Standards or Interpretations that are not yet mandatory have not been early adopted.

Application date for

Title and Reference Nature of Change entity
AASB 9 Financial Amends the requirements for classification and measurement of 1 July 2018
Instruments AASB 9 financial assets. The available-for-sale and held-to-maturity

categories of financial assets in AASB 139 have been
eliminated.

Adoption of AASB 9 is only mandatory for the year ending 30
June 2019. This assessment of expected credit losses will be
undertaken at each reporting date to determine if, in the directors’
opinion, an impairment should be recorded in the financial
statements. As at 30 June 2017, if the Company were to make
this assessment using the future requirements, the Company
would not record an impairment in the annual report.
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NOTES TO THE ANNUAL REPORT
FOR THE YEAR ENDED 30 JUNE 2017

F.1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

(s) New accounting standards and interpretations that are not yet mandatory (cont’d)

audalia

Title and Reference

Nature of Change

Application date for
entity

AASB 15 Revenue from
contracts with customers

An entity will recognise revenue to depict the transfer of
promised good or services to customers in an amount that
reflects the consideration to which the entity expects to be
entitled in exchange for those goods or services. This means that
revenue will be recognised when control of goods or services is
transferred, rather than on transfer of risks and rewards as is
currently the case under IAS 18 Revenue.

At the current stage of the Company development and with no
revenue streams, the Company does not expect to have a
material impact of the financial statements during the transition
to the new standard.

1 July 2018

AASB 16 (issued
February 2016) Leases

AASB 16 eliminates the operating and finance lease
classifications for lessees currently accounted for under AASB
117 Leases. It instead requires an entity to bring most leases onto
its balance sheet in a similar way to how existing finance leases
are treated under AASB 117. An entity will be required to
recognise a lease liability and a right of use asset in its balance
sheet for most leases.

There are some optional exemptions for leases with a period of
12 months or less and for low value leases.

Lessor accounting remains largely unchanged from AASB 117.

As the Company does not have significant operating leases in
place, the impact of the transition to this standard is low with the
likely result of an asset and liability recorded at a similar value to
the operating lease commitment note at year end.

1 Jan 2019
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Directors’ Declaration

In the opinion of the directors of Audalia Resources Limited:

(a) the financial statements and notes set out on pages 21 to 50, are in accordance with the Corporations Act
2001, including:

(i) giving a true and fair view of the Company’s financial position as at 30 June 2017 and of its
performance, for the financial year ended on that date; and

(i) complying with Accounting Standards, the Corporations Regulations 2001 and other mandatory
professional reporting requirements; and

(b) the financial report also complies with International Financial Reporting Standards as issued by the
International Accounting Standards Board; and

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

This declaration has been made after receiving the declarations from the Executive Director and Chief Executive
Officer required by section 295A of the Corporations Act 2001 for the year ended 30 June 2017. In accordance
with section 295A, the Executive Director and Chief Executive Officer declared that:

0] the financial records of the Company have been properly maintained in accordance with section
286 of the Corporations Act 2001;

(i)  the financial statements and notes comply with the Australian Accounting Standards (including the
Australian Accounting Interpretations) and the Corporations Regulations 2001 in all material
respects;

(iii)  the financial statements and notes give a true and fair view, in all material respects, of the financial
position and performance of the Company.

Dated at Perth, Western Australia this 29" day of September 2017.

Signed in accordance with a resolution of the directors.

Brent Butler

Executive Director
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INDEPENDENT AUDITOR'S REPORT
To the members of Audalia Resources Limited

Report on the Audit of the Financial Report

Opinion

We have audited the financial report of Audalia Resources Limited (the Company), which comprises the
statement of financial position as at 30 June 2017, the statement of profit or loss and other
comprehensive income, the statement of changes in equity and the statement of cash flows for the

year then ended, and notes to the financial report, including a summary of significant accounting
policies, and the directors’ declaration.

In our opinion the accompanying financial report of Audalia Resources Limited, is in accordance with
the Corporations Act 2001, including:

)] Giving a true and fair view of the Company’s financial position as at 30 June 2017 and of its
financial performance for the year ended on that date; and

(i)  Complying with Australian Accounting Standards and the Corporations Regulations 2001.
Basis for opinion

We conducted our audit in accordance with Australian Auditing Standards. Our responsibilities under
those standards are further described in the Auditor’s responsibilities for the audit of the Financial
Report section of our report. We are independent of the Company in accordance with the
Corporations Act 2001 and the ethical requirements of the Accounting Professional and Ethical
Standards Board’s APES 110 Code of Ethics for Professional Accountants (the Code) that are relevant to
our audit of the financial report in Australia. We have also fulfilled our other ethical responsibilities in
accordance with the Code.

We confirm that the independence declaration required by the Corporations Act 2001, which has been
given to the directors of the Company, would be in the same terms if given to the directors as at the
time of this auditor’s report.

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

Material uncertainty related to going concern

We draw attention to Note 1 in the financial report which describes the events and/or conditions which
give rise to the existence of a material uncertainty that may cast significant doubt about the
company’s ability to continue as a going concern and therefore the company may be unable to realise
its assets and discharge its liabilities in the normal course of business. Our opinion is not modified in
respect of this matter.

BDO Audit (WA) Pty Ltd ABN 79 112 284 787 is a member of a national association of independent entities which are all members of BDO Australia Ltd ABN 77 050 110 275,
an Australian company limited by guarantee. BDO Audit (WA) Pty Ltd and BDO Australia Ltd are members of BDO International Ltd, a UK company limited by guarantee, and
form part of the international BDO network of independent member firms. Liability limited by a scheme approved under Professional Standards Legislation other than for
the acts or omissions of financial services licensees
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Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in
our audit of the financial report of the current period. These matters were addressed in the context of
our audit of the financial report as a whole, and in forming our opinion thereon, and we do not provide
a separate opinion on these matters. In addition to the matter described in the Material uncertainty
related to going concern section, we have determined the matters described below to be the key audit
matters to be communicated in our report.

Accounting for capitalised exploration and evaluation asset

Key audit matter How the matter was addressed in our audit

At 30 June 2017 the carrying value of the Our procedures included, but were not limited to:
capitalised exploration and evaluation asset
was $6,724,854 (30 June 2016: $7,907,786), as
disclosed in Note A.1.

» Obtaining a schedule of the areas of
interest held by the Company and assessing
whether the rights to tenure of those areas

As the carrying value of the Exploration and of interest remained current at balance

Evaluation Asset represents a significant asset date;

of the Company, we considered it necessary to

assess whether any facts or circumstances

exist to suggest that the carrying amount of
this asset may exceed its recoverable amount.

» Verifying, on a sample basis, exploration
and evaluation expenditure capitalised
during the year for compliance with the
recognition an measurement criteria of

Judgement is applied in determining the AASB 6;

treatment of exploration expenditure in

accordance with Australian Accounting

Standard AASB 6 Exploration for and

Evaluation of Mineral Resources. In

particular:

» Considering the status of the ongoing
exploration programmes in the respective
areas of interest by holding discussions with
management, and reviewing the Company’s
exploration budgets, ASX announcements

*  Whether the conditions for and director’s minutes;

Salglil o Gl SHEiEe » Considering whether any such areas of

*  Which elements of exploration and interest had reached a stage where a
evaluation expenditures qualify for reasonable assessment of economically
recognition; and recoverable reserves existed;

*  Whether facts and circumstances » Considering whether any facts or
indicate that the exploration and circumstances existed to suggest
expenditure assets should be tested impairment testing was required; and

U LI » Assessing the adequacy of the related

disclosures in Note A.1 to the Financial
Statements.
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Other information

The directors are responsible for the other information. The other information comprises the
information in the Company’s annual report for the year ended 30 June 2017, but does not include the
financial report and our auditor’s report thereon.

Our opinion on the financial report does not cover the other information and we do not express any
form of assurance conclusion thereon.

In connection with our audit of the financial report, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
report or our knowledge obtained in the audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of the directors 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 gives a true and fair view and is free from material misstatement, whether due to
fraud or error.

In preparing the financial report, the directors are responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless the directors either intend to liquidate the Company or to
cease operations, or has no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the Financial Report

Our objectives are to obtain reasonable assurance about whether the financial report as a whole is free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with the Australian Auditing Standards will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of this financial report.

A further description of our responsibilities for the audit of the financial report is located at the
Auditing and Assurance Standards Board website (http://www.auasb.gov.au/Home.aspx) at:

http://www.auasb.gov.au/auditors responsibilities/ar2.pdf

This description forms part of our auditor’s report.
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Report on the Remuneration Report
Opinion on the Remuneration Report

We have audited the Remuneration Report included in pages 11 to 17 of the directors’ report for the
year ended 30 June 2017.

In our opinion, the Remuneration Report of Audalia resources Limited, for the year ended 30 June
2017, complies with section 300A of the Corporations Act 2001.

Responsibilities

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.

BDO Audit (WA) Pty Ltd
2, 1
t’:_.;_._:l_.f
P
L

Jarrad Prue

Director

Perth, 29 September 2017
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Shareholder Information

Details of shares as at 25 September 2017
Top holders
The 20 largest registered holders of each class of quoted security as at 25 September 2017 were:

Fully paid ordinary shares

Name Number of shares %
1 SIEW SWAN ONG 48,100,000 12.53
2 TLM HOLDINGS (M) SDN BHD 48,000,000 12.50
3 MUHAMMAD IKMAL OPAT ABDULLAH 41,000,000 10.68
4 YEK YEK ONG 37,500,000 9.77
5 MINH HWAI TAN 32,500,000 8.46
6 POO LIAN TAN 24,500,000 6.38
7 SO0 KOK LIM 23,470,333 6.11
8 MR SCOTT LIAN HING LIM 18,750,000 4.88
9 MR SEAN LIAN SIONG LIM 18,750,000 4.88
10 LI YI PHANG 17,500,000 456
11 CME GROUP BERHAD 11,600,000 3.02
12 MEGAN HOLDINGS PTY LTD 9,000,000 2.34
13 MS MOI MOl CHUA 8,833,336 2.3
14 MS NICOLA LIAN LI LIM 7,010,000 1.83
15 MOI MOI CHUA 5,833,338 1.52
16 MR WEI HAN 5,000,000 1.3
17 CHAI KEONG LOH 2,350,000 0.61
18 BENG HONG TAN 2,160,000 0.56
19 MR CHAO YONG LEE 2,140,000 0.56
20 M & K KORKIDAS PTY LTD (M&K 1,457,600 0.38

KORKIDAS P/L S/FUND A/C)

365,454,607 95.18

Distribution schedules
A distribution schedule of each class of equity security as at 25 September 2017 were:

Fully paid ordinary shares

Range Holders Units %
1 - 1,000 3 260 0
1,001 - 5,000 3 9,656 0
5,001 - 10,000 198 1,977,000 0.51
10,001 - 100,000 28 856,443 0.22
100,001 - 999,999 43 381,114,075 99.26
Total 275 383,957,434 100

Substantial shareholders

The names of substantial shareholders and the number of shares to which each substantial shareholder and their
associates have a relevant interest, as disclosed in the most recent substantial shareholding notices given to the
Company and lodged on ASX, are set out below:

Substantial shareholder Number of Shares
Siew Swan Ong 50,330,000
So0 Kok Lim 24,610,333
Li Yi Phang 22,750,000
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Shareholder Information

Restricted Securities

As at 25 September 2017, the Company had the following restricted securities on issue.

Number of Shares Escrow Period
2,000,000 Restricted securities until 24 December 2017
2,000,000 Restricted securities until 30 March2018

Unmarketable parcels
Holdings less than a marketable parcel of ordinary shares (being 33,333 as at 25 September 2017):

Holders Units

225 2,374,898

Voting Rights
The voting rights attaching to ordinary shares are:

On a show of hands, every member present in person or by proxy shall have one vote, and upon a poll, each
share shall have one vote.

On Market Buy Back

There is no current on — market buy-back
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