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Financing — Capital, debt and risk management

30 June 2018

30 June 2017

$ $
Cash
Cash at bank and in hand 1,862,786 1,469,906
Term deposit 16,175 15,796
Cash as per cash flow statement 1,878,961 1,485,702
Credit risk (1)
A-1+ 1,878,761 1,485,502

The equivalent S&P rating of the financial assets represents that rating of the counterparty with whom the

financial asset is held rather than the rating of the financial asset itself.

Interest rate risk — (risk that interest rates change unfavourably for the Company)

The Company is currently not exposed to material interest rate movements given the low interest rate returns
on offer in the market for funds on deposit and the Company’s fixed rate borrowings (refer 3.3).

Equity (number of shares on issue and the amount paid (or value attributed) for the shares)

(a) Ordinary shares
30 June 2018 30 June 2017 30 June 2018

30 June 2017

Number Number $ $

Balance at the beginning of 383,957,434 240,660,001 8,442,457 7,048,235
the year

Entitlement issue at $0.01 - 143,297,433 - 1,432,971
(28 Sep 2016)

Entitlement issue at $0.01 208,178,757 - 2,081,788 -
(22 June 2018

Share issue costs - - (40,521) (38,749)
Balance as at end of the year 592,136,191 383,957,434 10,483,724 8,442,457

Ordinary shares entitle the holder to participate in dividends and the proceeds from winding up of the

Company in proportion to the number and amounts paid on the shares held.

On a show of hands every holder of ordinary securities present at a shareholder meeting in person or by

proxy is, entitled to one vote, and upon a poll each share is entitled to one vote.

Ordinary shares have no par value and the Company does not have a limited amount of authorised

capital.

(b) Options

At reporting date, the Company does not have any options to acquire ordinary shares issued.

No options were granted during the year.
(c) Capital management

The Company’s objectives when managing capital are disclosed in Note 3.4
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3.3 Borrowings (loans)

Current
Borrowings — (payable within one year)

Non-current
Borrowings — (payable after one year)

Facility

- Amount used

- Amount unused
Total Facility

Terms of borrowings

30 June 2018

audaﬁa

30 June 2017

$ $
100,000 3,625,000
100,000 3,625,000
3,000,000 -
3,000,000 -
3,000,000 3,625,000
- 375,000
3,000,000 4,000,000

e $2,000,000 loan is at interest rate of 8% and $1,000,000 loan is at interest rate of 10%, both
compounded daily and payable at the end of the loan term;

e Loans are from private investors, due to be repaid on 20 November 2019 and 31 March 2020
respectively (together with the interest), are unsecured and not subject to any covenants.

Fair value estimation

The fair value of financial liabilities must be estimated for recognition and measurement or for
disclosure purposes. The directors consider that the carrying amount of financial liabilities recorded
below in the financial statements approximates their fair values as the impact of any time value of

money would be immaterial.

Reconciliation of movements in the balance

2017 cash flows Non-cash changes 2018
Proceeds  Repayments Interest Forgiveness of  Interest
paid financial expense
liability
Borrowings 3,625,000 1,500,000 (1,400,000) - (625,000) - 3,100,000
Interest on 665,388 - - (420) (379,289) 325,582 611,261
borrowings(note5.4)
_ (1,004,289)
Repayment profile (in years) — (Liquidity)
Carrying Contractual Less than 1 Between 2
Amount Cash flows year and 5 years

$ $ $ $
30 June 2018
Interest 1p 611,261 1,112,472 - 1,112,472
Borrowings 1b 3,100,000 3,100,000 100,000 3,000,000

3,711,261 4,212,472 100,000 4,112,472
30 June 2017
Interest 1a 665,388 1,274,232 - 1,274,232
Borrowings 1a 3,625,000 3,625,000 - 3,625,000

4,290,388 4,899,232 - 4,899,232

la. The loan repayment date, originally due on 20 November 2016, was extended to 20 November 2018 on 8 August 2016

after agreement with the company’s lenders

1b. Repayments terms in relation to $2M loan was renegotiated and extended to 20 November 2019. $1M loan facility
drawn on 21 March 2018 is due on 31 March 2020. Balance of $100,000 relate to principle repayments due in $20,000

instalments monthly
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Risk management

Audalia’s risk management framework is supported by the Board, management and the Audit and Risk
Committee. The Board is responsible for approving and reviewing the Company’s risk management
strategy and policy. Management is responsible for monitoring that appropriate processes and controls are
in place to effectively and efficiently manage risk. The Audit and Risk Committee is responsible for
identifying, monitoring and managing significant business risks faced by the Company and considering the
effectiveness of its internal control system. Management and the Audit and Risk Committee report to the
Board.

The Company has exposure to the following risks from their use of financial assets:
e  Market risk
e  Creditrisk
e Liquidity risk

Financial risk management objectives
The overall financial risk management strategy focuses on the unpredictability of the equity markets and

seeks to minimise the potential adverse effects due to movements in financial liabilities or assets. The
Company holds the following financial instruments as at 30 June:

2018 2017
$ $

Financial assets
Cash and cash equivalents 1,878,961 1,485,702
Trade and other receivables 30,187 30,182

1,909,148 1,515,884
Financial liabilities
Trade and other payables (682,981) (655,452)
Borrowings (3,100,000) (3,625,000)

(3,782,981)  (4,280,452)

Market risk

Market risk is the risk that changes in market prices, such as interest rates and commodity prices will
affect the Company’s income or the value of its holdings of financial instruments. The objective of market
risk management is to manage and control market risk exposures within acceptable parameters, while
optimising return. There were no changes in the Company’s market risk management policies from
previous years.

Interest rate risk
The Company’s exposure to interest rates primarily relates to the Company’s cash and cash equivalents.

The Company manages market risk by monitoring levels of exposure to interest rate risk and assessing
market forecasts for interest rates.

Variable rate instruments 2%18 20$17

Cash at bank 1,862,586 1,469,706

Fixed rate instruments’

Bank term deposits 16,175 15,796
1,878,761 1,485,502

Cash flow sensitivity analysis for variable rate instruments

The Board notes that recent RBA and press reports suggest that there will likely not be a movement of
significant magnitude within the next 12 months. Although not likely, this analysis assumes a change of
25-basis points in interest rates. Based on cash balances held at variable rates as at 30 June 2018, a
change of 25 basis points in interest rates would have increased or decreased the Company’s loss by
$4,697 (2017: $961 at 25 basis points). This analysis assumes that all other variables remain constant.
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Risk management (continued)

Other market price risk

The Company is involved in the exploration and development of mining tenements for minerals. Should
the Company successfully progress to a producer, revenues associated with mineral sales, and the ability
to raise funds through equity and debt, will have some dependence upon commodity prices

The Company operates within Australia and all transactions during the financial year are denominated in
Australian dollars. The Company is not exposed to foreign currency risk at the end of the reporting period.

Capital (company's ability to raise equity (issue shares) or obtain loans (borrowings) as and when needed)

The capital of the Company consists of issued capital (shares) and borrowings. The Directors aim to
maintain a capital structure that ensures the lowest cost of capital available to the entity at the time when
funds are obtained. The Directors will assess the options available to the Company to issue more shares
while taking into account the effect on current shareholder ownership percentages (dilution) or alternatively
assess the ability of the company to access debt (borrowings) where the cost associated of borrowing
these funds (interest) is not considered excessive.

The Board seeks to maintain a balance between the higher returns that might be possible with higher levels
of borrowings and the advantages and security afforded by a sound capital position although there is no
formal policy regarding gearing levels as the Company is not yet in production.

Liquidity (the ability of the company to pay its liabilities as and when the fall due)

Liquidity risk arises from the debts (financial liabilities being creditors and other payables) of the Company
and the Company’s subsequent ability to meet these obligations to repay its debts (financial liabilities) as
and when they fall due.

Ultimate responsibility for liquidity risk management rests with the Board of Directors. The Board has
determined an appropriate liquidity risk management framework for the administration of the Company’s
short, medium and long-term funding and liquidity management requirements. The Company manages
liquidity risk by maintaining adequate cash reserves and monitoring actual cash flows and matching the
maturity profiles of financial assets, expenditure commitments and debts (liabilities). There were no
changes in the Company’s liquidity risk management policies from previous years.

Carrying Contractual Less than 1
30 June 2018 amount cash flows year 2-5 years >5 years
Trade and other
payables 682,981 682,981 682,981 - -
Total 682,981 682,981 682,981 - -
30 June 2017
Trade and other
payables 655,452 655,452 655,452 - -
655,452 655,452 655,452 - -
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Financing — Capital, debt and risk management

Risk management (continued)

Fair value of financial instruments

The fair value of financial assets and liabilities must be estimated for recognition and measurement or for
disclosure purposes. The Directors consider that the carrying amounts of current financial assets and
financial liabilities recorded in the financial statements approximate their fair values due to their short-
term maturity.

Credit - (the ability of the Company to manage the risk that third parties which hold assets on behalf of
the company will not return them at the value recorded in the financial statements)

The major current asset of the Company is its cash at bank. The assessment of the credit risk based on
a rating agency review of the financial institution has been included in 3.1 above.

30 June 2018 30 June 2017
$ $
Reserves
Options premium reserve (i) 10,000 10,000
Share based payments reserves (ii) - -
10,000 10,000

0] Option premium reserve

The option premium reserve was used to record the value of options issued in satisfaction of fees payable
to a consultant.

(i) Share based payments reserves

The share based payments reserve is used to recognise the value of shares issued to settle contractual
obligations (equity-settled share based payments) provided to employees or consultants as part of their
contracts.

30 June 2018 30 June 2017
$ $
Accumulated losses
Accumulated losses at the beginning of the year 5,153,077 2,774,326
Net (profit)/loss for the year (204,007) 2,378,752
4,949,070 5,153,077

33



4.1

4.2

4.3

NOTES TO THE ANNUAL REPORT
FOR THE YEAR ENDED 30 JUNE 2018

Profit or loss items

Revenue

Interest income

Expenses

Personnel expenses
- Director fees and employee expenses
- Superannuation and leave entitlements expense

Depreciation and loss on sale expense

Administration expenses

- Accounting, annual report, tax and
secretarial fees

- Audit expenses

- Consultancy fees

- Insurance expenses

- Legal expenses

- Regulatory fees

- Operating lease expenses

- Other expenses

Total administration expenses
Total expenses
Taxation

Profit/(loss) before income tax expense

Income tax benefit calculated at 27.5% (2017:27.5%)
Effect of non-deductible item — entertainment/other
Increase in deferred tax liability balance not previously
recognised

Increase in deferred tax asset balances not previously
recognised

Increase/(decrease) in deferred tax balance not brought to
account

Income tax expense

Set-off deferred tax liabilities pursuant to off-set provisions

Deferred tax liability on Exploration assets, prepayments &
interest

less: Deferred tax asset on carry forward losses / timing
difference

Net deferred tax liability for the year

30 June 2018

audaﬁa

30 June 2017

$ $
4,867 6,282
4,867 6,282
123,000 123,998
11,685 11,780
134,685 135,778
3,720 4,289
110,370 104,098
31,200 29,917
31,240 21,250
18,680 17,318
(6,060) 83,920
26,400 32,461
65,000 65,000
32,261 79,239
309,091 433,203
447,496 573,270
204,007 (2,378,752)
56,102 (654,157)
(56,102) 654,157
2,202,534 1,852,505
(2,202,534) (1,852,505)

The tax benefits of the above deferred tax assets will only be obtained if:

(i) the Company derives future assessable income of a nature and of an amount sufficient to enable the

benefits to be utilised;

(ii) the Company continues to comply with the conditions for deductibility imposed by law; and
(iif) no changes in income tax legislation adversely affects the Company in utilising the benefits.
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Profit or loss items (continued)

Taxation (continued)

Deferred tax assets not brought to account
Carry forward tax losses

Capital raising costs

Provisions and accruals

Deferred tax liabilities not brought to account
Prepayments

Interest receivable
Exploration and evaluation costs

Earnings per Share

Basic earnings per share

30 June 2018

audaﬁa

30 June 2017

The calculation of basic profit/(loss) per share at 30 June 2018 was based on the following:

Profit/ (Loss) attributable to ordinary
shareholders

Weighted average number of ordinary shares

Weighted average number of ordinary shares used as

denominator in calculating loss per share

35

$ $
2,089,351 1,913,738
453 1,309
334,869 330,828
2,424,673 2,245,875
3,057 3,117
64 53
2,199,413 1,849,335
2,202,534 1,852,505

2018 2017

$ $
204,007 (2,378,752)
390,231,314 349,016,416
390,231,314 349,016,416
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Other assets and liabilities

30 June 2018 30 June 2017
$ $
Trade and other receivables
GST receivable 16,805 56,588
Interest receivable 238 232
Security deposit 29,950 29,950
46,993 86,770

Estimates and judgement
Recoverability of the assets

The Directors have assessed the likelihood that the assets will be received in cash after the reporting date
(assessment of the recovery of the assets and impairment (write-off)) and have determined that the assets
are expected to be recovered after the year end.

Due to the short-term nature of the current receivables, their carrying amounts approximate their fair value.

30 June 2018 30 June 2017
$ $
Credit risk (excludes GST)
A-1+ 1 30,187 30,182
No credit rating available (received after year end) - -
30,187 30,182

L The equivalent S&P rating of the financial assets represents that rating of the counterparty with whom
the financial asset is held rather than the rating of the financial asset itself.

30 June 2018 30 June 2017
$ $
5.2 Other assets
Prepaid rent 5,417 5,417
Prepaid insurance 5,487 5,699
10,904 11,116
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Other assets and liabilities (continued)
30 June 2018
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30 June 2017

$ $

Plant and Equipment (administration)
Office Equipment 16,592 16,592
Accumulated depreciation (11,780) (8,816)

4,812 7,776
Furniture and fittings 7,555 7,555
Accumulated depreciation (3,276) (2,520)

4,279 5,035
Leaseholder improvements 635 635
Accumulated depreciation (635) (635)
Total administration assets 9,091 12,811
A reconciliation of the carrying amounts of each class of operating plant and equipment at the
beginning and at the end of the current year is set out below:

Office Furniture & Leasehold
Equipment Fittings Improvements Total
$ $ $ $

Opening net book value at 1 7,776 5,035 - 12,811
July 2017
Additions during the year - - - -
Disposals during the year - - - -
Depreciation expense (2,964) (756) - (3,720)
Closing net book value at 30 4,812 4,279 - 9,091

June 2018

30 June 2018

30 June 2017

$ $

Trade and other payables

(debts)

Current liabilities (debts payable within 12

months)

Trade creditors 108,501 101,064

Other creditors and accrual 574,480 554,388
682,981 655,452

Non-current liabilities (debts payable after 12

months)

Other creditors and accruals 1 611,261 665,388
611,261 665,388

1. Refer to note 3.3 for details of the repayment period for the non-current liabilities. This amount

relates to the unpaid interest on the non-current borrowings as at 30 June.

Due to the short-term nature of current payables, the carrying amount of trade and other payables
approximates their fair value. The fair value of the non-current payables has been assessed, taking into
account the time value of money and the carrying value is not considered to be materially different to its

fair value.
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Other assets and liabilities (cont’d)

Employee benefits obligations
Annual leave — current

Annual leave — current (due for payment within 12 months)
Reconciliation

Balance brought forward

Movement during the year

Transfer from non-current liabilities

Balance carried forward

Long service leave — non-current

Annual and Long service leave — non-current liabilities (debts

30 June 2018

audaﬁa

30 June 2017

payable after 12 months)
Reconciliation

Balance brought forward
Movement during the year
Transfer from non-current liabilities
Balance carried forward

Additional disclosures

Subsequent events

$ $
51,318 78,463
78,463 70,774
(27,145) 7,689
51,318 78,463
8,000 6,800
6,800 9,330
1,200 (2,530)
8,000 6,800

Between the interval after the balance date and the date of this report, there has not arisen any transaction
or event of a material and unusual nature which will affect significantly the operations of the Company, the

results of those operations, or the state of affairs of the Company

Contingent liabilities

The directors are not aware of any contingent liabilities as at reporting date.
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Additional disclosures
Operating Commitments

Remunerations commitments

audaﬁa

Commitments for the payment of salaries and other remuneration under long-term employment contracts
in existence at the reporting date but not recognised as liabilities (debts payable) are listed above.

Within one year

After one year but not more than five years

30 June 2018 30 June
2017
$ $
200,000 300,000
200,000 300,000

As at the date of this report the company had formally extended the CEOs consulting agreement to April
2019. In addition, Mr Siew Swan Ong has his contract extended for a further two years on 4 July 2016. The
extension agreements are on the same forms as the original agreement.

6.4

Segment reporting

30 June 2018

Segment Revenue

Significant expenses within
the loss

Interest expenses
Depreciation

Forgiveness of financial liability

Loss on sale of tenement

Segment net operating
profit/(loss) after tax

30 June 2017
Segment Revenue

Significant expenses within
the loss

Interest expenses
Depreciation

Impairment of assets

Segment net operating
profit/(loss) after tax

Segment assets
At 30 June 2018

At 30 June 2017

Segment liabilities
At 30 June 2018
At 30 June 2017

Mineral Exploration

$

(32,0715

(32,071)

(1,466,814)

(1,466,814)

8,052,264
6,734,084

(276,347)
(92,525)

Corporate Admin

$

4,867

(325,582)
(3,720)
1,004,289

236,077

6,282

(344,950)
(4,289)

(911,938)

1,945,949
1,596,399

(4,177,213)
(4,938,578)

Company
$

4,867

(325,582)
(3,720)
1,004,289
(32,071)

204,007

6,282

(344,950)
(4,289)
(1,466,814)

(2,378,752)

9,998,213
8,330,483

(4,453,560)
(5,031,103)

The Company does not have additional assets, liabilities, revenue or expenses outside the segments

reported above.
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Additional disclosures
Related party transactions
Transactions with key management personnel (those individuals that direct the company)

The Company's key management personnel for the period 1 July 2017 to 30 June 2018 were:
Mr Brent Butler

Mr Siew Swan Ong

Mr Geoffrey Han

The Company may enter into agreements for services rendered with these individuals (or an entity that
is associated with the individuals).

Two entities associated with the directors have a consulting agreement in place which has resulted in
transactions between the Company and those entities during the period. The terms and conditions of
those transactions were no more favourable than those available, or which might reasonably be expected
to be available, on similar transactions to unrelated entities on an arm’s length basis.

The aggregate amounts recognised during the period relating to key management personnel and their
related parties has been set out in the table below:

30 June 30 June
2018 2017

$ $
(@) Key management personnel compensation
Short-term employee benefits 446,896 455,145
Post-employment benefits 7,600 8,754
Long term benefits 8,246 8,146

462,742 472,045

(b) Other transactions with key management personnel

A key management personnel holds position in another entity that results in that personnel having control
or significant influence over the financial or operating policies of that entity.

An entity transacted with the Company during the year. The terms and conditions of those transactions
were no more favourable than those available, or which might reasonably be expected to be available,
on similar transactions to unrelated entities on an arm’s length basis.

The aggregate amounts recognised during the year relating to key management personnel and their
related parties have been set out on the following page.
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Additional disclosures

Related party transactions (cont’d)

Transaction Value Outstanding balance
June June June June
2018 2017 2018 2017
Director / Transaction $ $ $ $
executive
Mr B Butler: Consulting Services 120,000 120,000 - -
Mr X Han 2 Consulting Services 191,900 188,003 - -

Notes in relation to the table of related party transactions.

1 A company associated with Mr Butler, World Technical Services Group Pty Ltd, provides geological
consulting services in connection with the operations of the Company. Terms for such services are based
on market rates, and amounts are payable on a monthly basis.

2 A company associated with Mr Han, HQ Tech Pty Ltd, provides engineering consulting services in
connection with the operations of the Company. Terms for such services are based on market rates, and
amounts are payable on a monthly basis.

3. The Company also negotiated a short-term interest-free and fee-free loan of $0.5 million from a director,
Siew Swan Ong, to meet its current capital requirements, which was also repaid during the March 2018
quarter.

There are no other related party transactions (other than directors’ fees and director’s salaries). The total
amount owed to the directors for salaries as at 30 June 2018 which remain unpaid are $ 260,000 (it forms
part of the other creditors and accrued balance in note 5.4 above) (2017: $412,146).

30 June 30 June
2018 2017
$ $
6.6 Auditor’s Remuneration
Audit Services
BDO Audit (WA) Pty Ltd - audit 31,200 29,917
Other Services
BDO Corporate Tax (WA) Pty Ltd - Tax compliance 6,630 6,630
BDO Corporate Finance (WA) Pty Ltd - R&D incentive 12,240 20,240
50,070 56,787
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7.1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(@) Segmentreporting

An operating segment is a component of an entity that engages in business activities from which it may earn
revenues and incur expenses, whose operating results are regularly reviewed by the entity's chief operating
decision maker to make decisions about resources to be allocated to the segment and assess its performance and
for which discrete financial information is available. This includes start-up operations which are yet to earn
revenues. Management will also consider other factors in determining operating segments such as the level of
segment information presented to the Board of Directors.

Operating segments have been identified based on the information provided to the chief operating decision makers,
being the Board of Directors

(b) Impairment of non-financial assets

Goodwill and intangible assets that have an indefinite useful life are not subject to amortisation and are tested
annually for impairment, or more frequently if events or changes in circumstances indicate that they might be
impaired. Exploration and Evaluation Expenditure is assessed for impairment indicators under AASB 6 paragraph
20 and where there are indicators of impairment the Company will test for impairment. Other assets are tested for
impairment whenever events or changes in circumstances indicate that the carrying amount may not be
recoverable. An impairment loss is recognised for the amount by which the asset’s carrying amount exceeds its
recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs to sell and value in
use. For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are
separately identifiable cash flows which are largely independent of the cash inflows from other assets or groups of
assets (cash-generating units). Non-financial assets other than goodwill that suffered an impairment are reviewed
for possible reversal of the impairment at the end of each reporting period.

(c) Cash and cash equivalents

Cash and cash equivalents in the statement of financial position comprise cash at bank and in hand and short-term
deposits with an original maturity of three months or less that are readily convertible to known amounts of cash and
which are subject to an insignificant risk of changes in value. For the purposes of the Statement of Cash Flows,
cash and cash equivalents consist of cash and cash equivalents as defined above.

(d) Trade and other receivables

Trade receivables are recognised initially at fair value and subsequently at amortised cost less any impairment
losses recognised. Collectability of trade receivables is reviewed on an ongoing basis. An allowance account
(provision for impairment of trade receivables) is used when there is objective evidence that the Company will not
be able to collect all amounts due.

(e) Exploration and evaluation expenditure

Exploration, evaluation and development expenditure incurred is accumulated in respect of each identifiable area
of interest. These costs are only carried forward to the extent that they are expected to be recouped through the
successful development of the area or where activities in the area have not yet reached a stage that permits
reasonable assessment of the existence of economically recoverable reserves. The Company undertakes an
assessment of impairment indicators at each reporting date to determine if the assets recoverable amount exceeds
it carrying amount. Where there are research and development costs recouped through government incentives in
relation to exploration and evaluation, these are netted against the carrying value of capitalised expenditure
incurred in respect of the identifiable project or area of interest where practicable. Events may occur or information
may come to hand after the issue of this report which may materially alter the carrying value of this asset.
Accumulated costs in relation to an abandoned area are written off in full against profit in the year in which the
decision to abandon the area is made.
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7.1 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 2018

7.1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)
(i) Share based payments

Share based compensation benefits were provided to a key management personnel and a consultant in prior
periods. 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 2018

7.1 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) Profit/ (loss) per share

Basic profit/(loss) per share is calculated by dividing the net profit/(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 2018

7.1 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) Available for sale investments

The Company recognises and measures its financial assets at fair value plus transaction costs. Subsequent to
initial recognition, available for sale investments are carried at fair value with gains taken to a reserve. Where there
is objective evidence of impairment, the difference between the carrying value and the fair value is recognised in
the profit and loss after all reserve values have been reduced to nil.

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

The Directors have reviewed all Standards and Interpretations, issued and not yet adopted for the year ended 30
June 2018. As a result of this review, the Directors have determined that the Standards and Interpretations issued,
not yet adopted on the Group will have the following effect on Group accounting policies in future financial periods.
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FOR THE YEAR ENDED 30 JUNE 2018

7.1 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 9 Financial
Instruments

The new standard results in changes to accounting policies
relating to classification and measurement of financial assets.
The ‘available-for-sale’ and ‘held-to-maturity’ categories of
financial assets in AASB 139 have been eliminated. AASB 9
states to consider assessment of expected credit losses to be
undertaken at each reporting date to determine if, in the directors’
opinion, an impairment should be recorded in the financial
statements.

Adoption of AASB 9 is mandatory for the year ending 30 June
2019. As at 30 June 2018 if the Company were to make this
assessment using the future requirements, the Company would
not record an impairment in the annual report. The Company
expects AASB 9 will impact the classification and measurement
of its financial assets and liabilities. However, is not able to make
a full assessment at this stage as its impact will be dependent on
the nature of its financial assets and liabilities held at the time
when it first adopts the new standard.

1 July 2018

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 Leases

AASB 16 eliminates the operating and finance lease
classifications for lessees currently accounted for under AASB
117. 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. Adoption
of AASB 16 is mandatory for the year ending 30 June 2019.

As at the reporting date, the Company is on monthly tenancies
for both of its commercial offices and has not entered into any
non-cancellable operating leases. The Company does not
expect that the impact of AASB 16 to be different than under the
former AASB 17.

This will however, also be dependent on lease arrangements in
place when the Company first adopts the new standard.

1Jan 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 47, 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 2018 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 2018. 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;

(i)  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 28" September 2018.

Signed in accordance with a resolution of the directors.

Brent Butler

CEO/ Executive Director

48



Tel: +61 8 6382 4600 38 Station Street
B D Fax: +61 8 6382 4601 Subiaco, WA 6008
www.bdo.com.au PO Box 700 West Perth WA 6872

A— .
Australia

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 2018, 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:

0] Giving a true and fair view of the Company’s financial position as at 30 June 2018 and of its
financial performance for the year ended on that date; and

(ii)  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(a) 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
entity’s ability to continue as a going concern and therefore the entity 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.

Carrying value of exploration and evaluation assets

Key audit matter

At 30 June 2018 the carrying value of the
capitalised exploration and evaluation asset was
disclosed in Note 2.1.

As the carrying value of the Exploration and
Evaluation Asset represents a significant asset 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.

Judgement is applied in determining the treatment
of exploration expenditure in accordance with
Australian Accounting Standard AASB 6 Exploration
for and Evaluation of Mineral Resources. In
particular:

¢ Whether the conditions for capitalisation
are satisfied;

¢ Which elements of exploration and
evaluation expenditures qualify for
recognition; and

¢ Whether facts and circumstances indicate
that the exploration and expenditure
assets should be tested for impairment.

Other information

How the matter was addressed in our audit

Our procedures included, but were not limited to:

Obtaining a schedule of the areas of interest
held by the Company and assessing whether the
rights to tenure of those areas of interest
remained current at balance date;

Verifying, on a sample basis, exploration and
evaluation expenditure capitalised during the
year for compliance with the recognition and
measurement criteria of AASB 6;

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 and director’s minutes;

Considering whether any such areas of interest
had reached a stage where a reasonable
assessment of economically recoverable reserves
existed;

Considering whether any facts or circumstances
existed to suggest impairment testing was
required; and

Assessing the adequacy of the related disclosures
in Note 2.1 to the Financial Statements.

The directors are responsible for the other information. The other information comprises the
information contained in the Directors’ Report for the year ended 30 June 2018, but does not include
the financial report and our auditor’s report thereon, which we obtained prior to the date of this
auditor’s report, and the Annual Report, which is expected to be made available to us after that date.
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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
identified above 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 on the other information that we obtained prior to the date
of this auditor’s report, 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.

When we read the Annual Report, if we conclude that there is a material misstatement therein, we are
required to communicate the matter to the directors and will request that it is corrected. If it is not
corrected, we will seek to have the matter appropriately brought to the attention of users for whom
our report is prepared.

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.
Report on the Remuneration Report
Opinion on the Remuneration Report

We have audited the Remuneration Report included in pages 12 to 17 of the directors’ report for the
year ended 30 June 2018.
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In our opinion, the Remuneration Report of Audalia Resources Limited, for the year ended 30 June
2018, 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
['/f \ ()
_de_ J LY
/' 9,
fc

Jarrad Prue

Director

Perth, 28 September 2018
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Shareholder Information

Details of shares as at 24 September 2018
Top holders
The 20 largest registered holders of each class of quoted security as at 24 September 2018 were:

Fully paid ordinary shares

Name Number of %
shares

1 SIEW SWAN ONG 96,200,000 16.25
2 TLM HOLDINGS (M) SDN BHD 96,000,000 16.21
3 MUHAMMAD IKMAL OPAT ABDULLAH 82,000,000 13.85
4 MING HWAI TAN 57,000,000 9.63
5 YEK YEK ONG 37,500,000 6.33
6 MR SWEE LIM CHONG 35,670,000 6.02
7 MS MOI MOl CHUA 29,333,348 4,95
8 POO LIAN TAN 24,500,000 4.14
9 SO0 KOK LIM 23,470,333 3.96
10 MR SCOTT LIAN HING LIM 18,750,000 3.17
11 MR SEAN LIAN SIONG LIM 18,750,000 3.17
12 CME GROUP BERHAD 11,600,000 1.96
13 MR WEI HAN 10,000,000 1.69
14 MEGAN HOLDINGS PTY LTD <THE BUTLER INVESTMENT A/C> 9,000,000 1.52
15 MS NICOLA LIAN LI LIM 7,010,000 1.18
16 M & K KORKIDAS PTY LTD <M&K KORKIDAS P/L S/IFUND A/C> 4,855,200 0.82
17 BENG HONG TAN 4,390,000 0.74
18 MR ZHANGJIN ZHU 4,000,000 0.68
19 CHAI KEONG LOH 2,350,000 0.40
20 SEOW PANG NG 1,333,332 0.23

573,712,213 96.90

Distribution schedules
A distribution schedule of each class of equity security as at 24 September 2018 were:

Fully paid ordinary shares

Range Holders Units %

1 - 1,000 4 264 0.00

1,001 - 5,000 6 13,663 0.00
5,001 - 10,000 193 1,921,750 0.33
10,001 - 100,000 36 1,485,407 0.25
100,001 - 999,999 46 588,715,107 99.42
Total 285 592,136,191 100.00

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 100,590,000
MING HWAI TAN 57,000,000
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Shareholder Information

Unmarketable parcels
Holdings less than a marketable parcel of ordinary shares (being 55,555 as at 24 September 2018):

Holders Units

230 2,712,143

Voting Rights
The voting rights attaching to ordinary shares are:

On a show of hands, every holder of ordinary share present at a meeting in person or by proxy, is entitled to one
vote, and upon a poll, each share is entitled to one vote.

On Market Buy Back

There is no current on-market buy-back.
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