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Directors’ Report

The Directars of Gunson Resources Limited submit thelr repart for the yeaar ended 30 June 2001,

The Board of Directors

The names and details of the company's Directors in office durng the financial year until the date of
this report are as fallaws. All directors were in office for the entire perdod.

Williarn H Cunningham B.Com. (Non Executive Chalrman)

Mr Cunningharm is a consuliant in mineral commadities markefing with over 36 years experience in the
miring industry, mainly with WMC Resources Limited and CRA Limited. Prior to leaving WMC in 1997, he
wais meanager For that company’s Nickel Division intermediate products marketing, which included
products containing copper and cobalt,

Pavid N Heley BSc (Hons) MSc_ F.Aus. LM.M. (Managing Director)

Mr Harley is a gaologist with aver 29 yacrs expearience in the mining indusiry, mostly in seniar exploration
managemeant positions with WMC Resources Limited. He is President of the Assoclation of Mining and
Exploration Companies. AMEC, Chairman of Gallery Gold Ltd, and was Managing Director of Stuart
Metals ML for 3 years untll October 1999,

Peter C Harley B.Com., F.C.P.A [Non-Execulive Director)

Mr Harley is an accountant with ovar 20 years experience with publicly listed companias. He was an
execulive director of ERG Lid for nine years until June 1996, and is cumently Managing Director of
Harvest Road Limited, Mr Harley |s a non executive director of Noutronix Lid, iiNet Ltd and Foundation
Capital Ud, and & ake Chairman of the Cooperalive Research Centre for  Australian
Telecornmunications based at Curdin University.

Director's Interests in Shares and OpHons of the Company

As ot the date of this report the retevant interest of each Director in shares and options of the
Compony were;

Director Fully Pald Crdindry Sharaes Unflisted Options cver Ordinary
Shares

W H Cunningham 100,000 250,000

D N Harley 350,000 5,000,000

F C Harley 102,000 1,000,000

Frincipal Actlvities

The principal activity of the Company durdng the course of the financial period was mineral
exploration in Australia.

Resulis of Operafions

The Compary made a loss after tax of $197.277 (2000: §114.434). No dividends were paid and the
directors have not recommendead the payment of a dividend.

Review of Operations

During the year the Company contfinued with exploration of its minaral tenaments, Exploration
expenditure totalled $1,212,303 (2000; $2.805587) during the petod under review. Of this, $80,000
{2000; 52,453,400} was spent on the acquisition of the Onslow mining tenerment and $1,132,.303 (2000
$351.98%) was incurred on exploration of the Company's tenemerts.

A detdiled review of operations is contained between pagas 3 and ...

Number of Employess

The Company employed 2 people at as 30 June 2000 (2000; 2 employeas)

Gunson Resources Limited Annual Report 2001 15
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Director's Report (cont..)

Significant Changes In State of Affairs

There were no significant changes In the state of affairs of the Company during the financial year
other than;

= Exploration expenditure for the financial periad totalled $1.212,.303
o cash on hand reduced by $1,512,744 to a balance of §1,736,427.

Use Of Funds
The Company's cash and ke assets at the lime of admission to the Australion Stock Exchange have

been used in a manner consstent with the business objectives outlined in the prospectus for the
Company's initial public offerng dated 15 March 2000,

Significant Events After Balance Date

No matters or crcumstances have arisen since the end of the financial period which significantly
affected or may significantly affect the operations of the Company. the results of those operations, or
the state of affairs of the Company in future financial periods.

Likely Developments and Expected Results

Likely developments in the operations of the Company and the expected results of those operations
have not been included in this report as the Directors believe, on reasonable grounds, that the
inclusion of such information would be likely to result in unrecsonable prejudice to the Company.

Share Options

As ot the date of this report, there were 7,000,000 (200G: 7.000,000) options over unissued ordinary
shares. Refer to note 10 of the Financial Statements for further detoils of the options outstanding.

No opticns were issbied or exercised during the year.
Directors’ Meetfings

The following table sets out the number of meetings of the Company's Directors held while each
Director was in office and the number of meetings attended by each Director:

Board Meelings

Number of Number of meatings
Director meetings held ahtended
W H Cunninghom 10 10
D N Harley 10 10
P C Harley 19} 10

Directors’ and Executive Officers’ Emolumaents

The: Board of Directors 15 responsible for determining and reviewing compensation amangements for
the directors and the executive team. The Boord assesses the appropriatenass of the noture and
amount of emoluments of such officers on a periodic basis by reference to relevant employrmerit
market conditions with the overall objective of ensuing maximum stokeholder benefit from the
retention of a high quality Board and executive team,

Gunson Resources Limited Annual Report 2001 14



25/89/2881 16:45 B5-9226-3136 GEUMS0N RESOURCES LTD P&cE 65

Director's Report (cont..)

To assitt in achiaving these objectives, the Board links the nature and amount of Executive Direc’rgrs'
and officers' emoluments to the Campony's financial and operational performance. Details regarding
the issue of share options are provided below.

Executives gre those directly accountable and resporsitie for the operctional monagement and

strategic direction of the Company. GOther than Mr David Hordey, whose remuneration is disclosed
below, there were N other executive officers in the Company.

The emoluments of each Director are as follows:

Base Fee Superannyalon Other
$ $ 3
WH Cunningharm 24,000 1,920 -
DN Harley (Managing Director) 140,0C0 12,800 -
PC Harley 12,000 240 -

Environmental Regulation and Pedformance

S0 far as the Directors are aware, there have been no significant brecches of ervironmental
conditions of the Company's exploration licences. Procedures are adopted for each exploration
programime 1o ensure that environmental conditions of the Company's tenements are met.

indernnification and Insurance of Directors

The: Company has arrongad Directers’ and Officers' Insurance to indermnify oll current officers of the
Company dgainst all liabiities to another pemson [other than the Company or @ reloted body
corporate) thal may arse from their position with the Cormpany and its controlled entities, except
where the liability arises out of conduct involving o Iack of good faith. The Campany has paid
insurance premiums in respect of Directors’ and Officers' liobilily and legal expenses insurance
contracts as described above. Under confidentiality arrangements with the Insurer the amount of the
premium cdn not be disclosed.

The Company has made an agreement to provide access, indemnity and insurance for all the
directors and executive officers for any breach of duty as o director or executive officer by the
Comparny, for which they may be held personally lioble. The agreament provides for the Cormpany to
pay insurance prermiums and legal costs where;

a) the liability does not arise out of conduct involving alack of geod faith; or

b} the licbility is for costs and expenses incured by the director or officer in defending proceedings in
which judgment s given in their favour or in which they are acquitted,

Corporate Governance

In recognising the need for the highest stondards of corporate behaviour and accountability the

Directors of Gunson support and have adhered to the principles of Corporate Governance. The

Company's corporate governance staterment is contained in the Corperate Governance section on

page 36 of this annual report.

Jigned in accordance with g resolution of Directors dated 24th September 2001,

—a

D.N. Hartey
Managing Director

254 September 2000

Gurson Resourceas Lirmited annual Report 2001 7
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Statement of Financial Performance

For the year ended 30 June 2001 200 2000
Note § 3
REVENUES FROM ORDINARY ACTIVITIES
Interest Income 2 138,430 12,698
Management fees (Mt Gunson JV) 2 2,881 -
Total Ravenue From Ordinary Activities 141,311 12,698
Administration expenses 2 [338,588) [127.134)
ioss From Ordinary Activitles Belore Income Tax 2 [197,277) (114,436)
Incoma tox expense 3 - -
NET LOSS ATTRIBUTABLE YO MEMBERS (197.277) (114.434)

The accompanying notes form part of these financial statements.

Gunson Resources Limited Annual Report 2001 18
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For the year ended 30 June 2001 Notes 2001 2000
$ $
CURRENT ASSETS
Cash Assets 4 1,736,427 3,249,171
Recelvabiles 5 25808 7.450
TOTAL CURRENT ASSETS 1,762 235 3,256,621
NON-CURRENT ASSETS
Deferred Exploration Evaluation and Development Costs & 4,017,892 2,805,587
Property, Plant and Equipment 7 1,655 2185
TOTAL NON-CURRENT ASSETS 4,019,547 2807774
TOTAL ASSEYS 5,781,782 6,064,395
CURRENT LIABILITIES
Payables 8 76.335 240,151
Provisions v 4,058 5577
TOTAL CURRENT LIABILITIES 80,393 245,728
TOTAL LIABILITIES 80,393 245728
NET ASSETS 5,701,389 5818667
EQUITY
Contributed Equity 10 4,013,102 5,933,103
Accumulnted Lossas 11 {311,713 {114,434)
TOTAL EQUITY 5,701,389 SR8 667
The accompanying notes form part of thase financial statermenits.
Gunson Resources Limited Annual Report 2001 19
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For the year ended 30 June 2001 2001 2000
Niles 3 ]
CA3H FLOWS FROM QPERATING ACTIVITIES
Payments far exploration and evaluation (1,245,794 (187,143)
Payments to suppliers and émployees {372,059 (82,843)
Interest received 138,430 12,698
Management Faes [Mt Gunian JV) 2681
Withholding Tax Paid - {6,157)
Goods and services 1ox (poid) freceived {17,595] {1,293)
tNET CASH FLOWS FROM/(USED IN) OPERATING ACTIVITIES 20 {1.511.137) (244, 738)
CASH FLOWS FROM INVESTING ACTIVITIES
Payment for glant and eguipment {1,607} -
MET CASH FLOWS FROM/[USED IN) INVESTING ACTIVITIES [1,607] -
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issues of shares - 4,034,407
Payment of share issue costs - 1520 458}
MNET CASH FLOWS FROM/{USED IN) FINANCING ACTIVITIES - 3,513,%0%
NET INCREASE / [DECREASE)} IN CASH HELD {1.512,744) 3249171
Cash gt the beginning of the financial year 3,249,171 -
CASH AT THE END OF THE FINANCIAL YEAR 4 1,734,427 32472171
Gunson Resources Limited Annual Report 2001 2_0—
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Notes to the FInancial Statements

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial report is a genaral purpose financial report which has been prepared in accordance
with Accounting Standards, Urgent [ssues Group Corsensus  Views and  other authoritative
pronouncements of the Australian Accounting Standards Review Board.,

The financial statements have been prepared on the basls of historical costs and do not take info
account changing moneay values ar, except where stated, current valuations of non-current assedts,

The following is ¢ summary of the significant acegunting policies adopted by the Company in the
preparation of the financial statements.

{a) Exploration and Evaluation Expendityre

Exploration and evaluation expenditure incumad is accumulatad in respect of each identifiatle
areq of interest. These costs are only carrled forward to the extent that they are expected to be
recouped through the successful development or sale of the areda or whiete activities in the drea
have not yet reached a stage which permits recsonoble assessment of the existence of
sconatmically racoverable reserves,

Accumuiated casts in relation to an abondoned area are written off in full against profit in the
yeaor in which the decision 1o abandon the area is made. Wheare the abandoned ared has
previousty been revalued, the previous revoluation increment is reversed against the Asset
Revaluation Resérve,

when productlon commences, the accumuiated costs for the relevant area of interest are
amortised over the life of the area according fo the rate of depietion of the economically
recoverable reserves. Any costs of site restorofion are provided for during the relevant
prociuction stages and ingluded in the costs of that stage.

A regular review is undertaken of each area of interest to determine the oppropriatenass of
continuing to carry farward costs in relation to that area of interest.

(&) Recoverabla Amount

Mon - curent assets are not revalued to an amaount above their recoverable amount, and where
camying volues exceed this recoverable amourdt assets are writtern down, In determining
recoverable amount the axpected net cash flows have not been discounted to their present
vidlue,

(e} Propedy, Plant & Equipment
Depreciation arnd amorfisation
lterrs of property, plant and equipment are depreciated/amortised using the diminishing value

method aver their estimated useful lives to the Company, The depraciation rates used for each
class of asset for the curent period are as foliows:

e Plant & equipment 20% - 33%

Assets are depreciated or armortised from the dote the asset is ready for use. Depreciation costs
are capitalized to Exploration and Evaluation where the assets are usad exclusively for such
activities.

{d) Income Tax

The Company adepts the liability method of tax-sffect occounting whereby the income tax
axpense shown in the profit and loss account is based on the operating result before income tax
adjusted for any perrmanent differences.

Gunson Resourceas Limited Annual Repert 2001 21
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Notes to the Financial Statements

(e)

U]

[(~)]

(h)

)

i

Timing differences, which arlse due to the different accounting years in which items of revenue
and experse are included in the determination of the cperating result before income tax and
taxable incorme are brought to account as elther provision for deferred income tax or an asset
dascribed as future income tax beneafit at the rate of Income tax applicable to the yeaor in which
the benefit will be recaeived or the llability will become payable.

Future income tax benefits are not brought to account untess realisation of the asset is ossured
beyend reasonable doubt. Future income tax benefits in relafion to 1ox losses are not brought to
aceceunt unless there s virtual certainty of realisation of the benefit.

Employee Entlismeants

The provisions for employee entitements to woges, salaries, anrual ieave and sick leave
represents the amount which the Company has a present obligation to pay resulting from
employees’ services provided up to the balance date. Tha pravisions have been calculogted at
undiscounted amounts based on current wage and salary rates and includes related costs.

Cash and Cash Equivalents

For the purpose of the Staterment of Cash Flows, cash includes cash on hand and in banks, and
money market investrments readily convertible to cash within 2 warking days, net of autstanding
bank overdrafts,

Accoynts Payable

Liabilities are recognised for amounts to be paid in the future for goods or services already
recaived, whether or not vel biled to the Company. Trade accounts poyaisle are normally
settled within 30 days.

Ravanue Recogniion

Revenue is recognised to the extent that it s probable that the aconamic benafits will flow to tha
entity and the revenue can be relably measured. The following specific recognition criteria
must also be met before ravenue is recognised,

Intarest revenue is recognized on o proportional basis taking into occount the interest rates
applicoble to the financial assets.

Share Caphial

Ordinary share capital is recognised at the fair value of the consideration raceived by the
Company.

Any transaction costs arising on the issue of ordinary shares are recognised drectly in equity as &
reduction in share proceeds received.

Earnings Per Share

Baslc earnings per share is determined by dividing the profit from ordinary activities after related
Ihcome tax expense and affer preference dividends by the weighted average number of
erdinary shares outstanding during the financial year,

Diluted earnings per share is determined by dividing the profit from ordinary activities after
related income fox expernse and after prefarence dividends adjusted far the effect of eamings
on potential ordinary shares, by the weighted average number of ordinary shares (both lssued
and potentially dilutive) outstending during the financlal pericd.

Gunson Resources Limited aAnnual Report 2001 22
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Notes to the Financlal Statements

(k)

m

(m)

(n)

Trade and other payables

Liabilities for trade creditors and other amounts are camied af cost which is the fair value of the
consideration to be paid in the future for goods ond servicas received, whether ar not billed 1o
the Company.

Payables to relgted porties are caried at the principal amount. Interast, when charged by the
lendey, s recognised as on expanse On an accrual basis.

Joint Ventures

Intgrast in the joint verture operation is brought to gccount by including in the respective
classificgtions, the share of individual cssets employed and share of liabilities and expenses
incurred.

Interest in the jolnt veniure partnership is comied at the lower of the eguity-accounted amount
and recoverabla gmount in the financial report,

leoses

Leqgses are classified ot their incaption as either operafing or fingnce leases bosed on the
economic substance of the agreement so as to reflect the risks and benefits incidental to
awnership.

Operating leases

The minimum lecse payments of operofing leases, where the lessor effectively retains
substantially all of the risks and benefits of ownership of the leased item, are recagnised as an
expearse on o straight line basis, The lease incentive liobilty In relation to the non-cancellable
operating legse s baing Is being reduced on an imputed interest basis aver the leqse term (5
vears) at the rate implicit in the lease. Contingent rentals are recognised as an expense in the
financial yeor in which they are incurred,

Comparative Figures

As the Compary was incorporated on 23 December 1999, thé comparotive amaounts gre for the
perod 23 December 1999 to 30 June 2000,

As a result of applying the revised accounting standard AASB 1018 Staternent of Financial
Performance, Revised AASE 1034 Financial Report Presenialion and Disclosures and AASE 1040
Staternent of Financicl Pesition for the first time, o number of comparative amounts were
restated of reciqssified jo ensure compaorabilty with the curent reporting pertiod.

Gunson Resources Limited Annual Report 2001 23
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Notes to the Financial Statements

2001 2000

2. Revenue and Expense from Ordinary Activitfes

The operating resuits before income tax has been determined ofter,

Revenues From Operating Activiies
Interast receivad 138,430 12,658
Maonagement Feas (M Gunson V) 2,08
141,3] ! 2,698

Expenses from Opwrating Activities
Depreciation 2137 -
Operdting lease renials 16,152 8,465
Other operating expense 3z0,299 118,472
338,588 127,137

Comparative Figures

As the Company was incomporated on 23 December 1999, the
cotnparative amounts arg for the pericd 23 Decembiar 1997 1o 30 June
2000.

3 Income Tax

The prima facle tax, on operating profit differs from the income tax
provided in the financial stotements a3 fallows:

Prima facie income tax benafit calculated at 34% an the operating {&7 Q7 4) (41,1897}
loss.
Incredse in income tax due to fax effect of permanent differences - -

Adjustment to future income tax berefit and provision for defered {2,28%) -
income tax for change in company tax rate to 30% (2000: 34%)

Estimated future income tax benefits not brought fo account, the
benefits of which will only be redlised if the conditions for deductibility
set out below will occur

-Tax losses 47,3463 41,197

income Tax Expense - -

Defeirad tax assets and llabilitles
Cument tax payable - -

Frovision for defermed income tax — cument - -
Provision for defamed income tax — non-current - -
Future iIncome tax benefit — non-current - -

Income fax [oszes

Future income tox benefit arlsing from fox losses of the Company not

brought to cecount at balance date as realisation of the benefit is not

regarded as virtually certain, 98,476 41,197

4. Cash

Cash af bank 236,427 249171
Cash on deposit 1,500,000 3,000,000

1,736,427 3249171

Gunsan Resources Limited Annual Repart 2001 24
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Notes to the Financial Statements

2001 2000
$ 5
5. Recelvables
Goods and services tax 17,595 .
Other receivables 8213 7430
25,808 7 450
é. Deferred Explorafion, Evalvation and Development Costls
Expioration costs brought forward 2,805,589 -
Expenditure incurred on exploration 1,132,303 351,589
Expenditure incurred on dcquisition of tenements 80,000 2,453,600
4,017,892 2,805 58
Pravipus Year
On 12 March 2000 and pursuant to an agreemeant with Stuart Patroleum ML ("Stuart™) the Compony
acquired from Stuart the Mount Gunson Tenements, the Coburn Tenements and the Mount Tapor
Tanaments for a consideration of $2,453,800, which was satisfied by the issue of 12,248,000 Shares
at a price of 20 cents per share.
Amortisation of Exploration and Evatuation Costx
The ultimate recoupment of costs comied forward for exploration and evaluation phases s
dependent on the successful development and comemercial exploitation or sale of the respective
mining tenements. Amortisation of the costs carmied forward for the development phase is not being
charged pending the commencement of production.
Interast In Joint Venlures
The Cormpany has o joint verture on the Mount Gunson Project with BHP Billiton. Under the terms of
the joint venture the Compary has a free caried Interest, having spent $800,000 on exploration, BHP
Biliton will fund the next exploration phase to a minlmemn of $675.000 as part of ifs earm-in
requirement to sole fund $2.5 milion of exploration expenditure over 2 years from 9 Aprit 2001, IF BRP
Biilton does not complete this aam-in requirement, it will not earm any equity in the Mount Gunson
Praject. During the yaoar the Company spent $562,235 (2000:5237,765) on exploration activities at Mt
Gunson which were capitalised. Subsequently the Company's joint venture partner BHP Billiton spent
$274,246 on sole funding the next phose of exploration at Mount Gunsen during the year.
2001 2000
3 3
7. Praperty, Plant and Equiprnent
Plant and equipment, at cost 3,792 2,185
Accumuloted depreciation {2,137) -
Total writen down value 1,655 2185
Movements in Carrylng Amounts
Pant and Equipment
Balance at the beginning of the year 2,185 -
Additions 1,607 2,185
Depreciation experse (2,137} -
Carrying amount ¢t the end of year 1,455 2,185
8. Payables
Trade creditors 74,5581 171,824
Other creditors and accruals 1,784 68,327

76,337 240,151

Accounts payable are 4l payable in Australian dollars and non interest bedring and nornally settled on 30
day terms.

Gunror Resources Limited Annual Repart 2001 25
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2001 2000
3 3
9. Frovislons
Employae entitlerments 4058 55677
4,058 5577
10, Contridbuted Equity
Issued and Pald Up Capital
32,668,005 ordinary Shares Fully Paid 4,013,102 5933 103
Movemeant of tully pald ordinary shares during the period were as follows:
2001 2000
Number of Number of
Shares 5 Shares L]
Movements in shares on Issue
Cpening Bolance 32,268,005 5,933,103 -
Initicll Allatrment 23 December 1999 - - 5
Shares issued to Stuart Petroleum ML - - 12,248,000
Shares issued 1o Biliton Exploration “ - 2,500,000
Australic Ply Ltd
Shares lssued pursuant to Prospectus 17,500,000

dated 15 March 2000

Shares issuad on 1 Oclober 2000 for
the purchase of tenements

Lass: share issue expenses

Share Options

400,000 80,000

32,668,005 &013102 32248005

The Company has on issue at yaar end 7,000,000 [2000; 7,000,000) options over unissued shares,
There were no mavements during the year (2000: 7,000,000).

No. of
opfions

375,000 Class A options issued - Exarcise price 20 cents Exercise perod 12/5/01- 12/5/05
3,125,000 Class A options issued - Exercise price 20 cents Exercise period 12/5/02 - 12/5/05
375,000 Closs B options issued — Exercise price 25 cents Exercise period 12/5/01 - 12/5/05
3,125,000 Class B options Issued - Exercise price 25 cents Exercise period 12/5/02 - 12/5/05

7,000,000

Terms and Conditions of Contributed Equlty

Ordinary shares participate in dividends and the proceeds on winding up of the Compary in

proportion ta the number of shares held.

At shareholders meetings aach ordinary share i entfitled to one vote when a poll is caled,
ofherwlse each shareholder has a vote on a show of hands.,

Gunson Resources Limited annual Report 2001
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2001 2000
$ $
11. Reserves and Accumuiated Losses
Accumulated Losses
Accumulated loss at the beginning of the financial year 114,436 -
Net lass for the yaar 197,277 114,436
Accumulated loss at the end of the financial year 311,713 114,434
12. Remuneration Of Directors and Executives
{a) Directons’ rernuneration
Income paid or payable, or otherwise made available, n respeact of
the financial period to all diractors of Gunson Rescurces Lmited,
directly or indirectly, from the entity or any related party:
211,680 62,171
The number of Directors of Gunson Resources Limited wheose income
(including superannuation cantributions) falls within the following bands
is:
Number Nurnber
30 - $9,999 - 4
$10.000 - $19,99% 1 -
$20,000 - §29,999 1 -
$50,000 - $59.,99% - 1
$170,000 - $180,000 1 -
(b) Prescribed benefts approved at General Meeting
Frescribed benefils given during the financial year by Gunson
Resources Limited or fo a prescribed superannucation fund In
connection with the retirement of o person from o preseribed
office In relation to the entily:
These amounts are disclosed in aggregote, as the directors believe
that the provision of full particulars would be unreasonable, having
regard to the number of persons involved. - -
{c) Executives’ remuneration
Income paid of payattle fo executives of Gunson Resources Limited
whose income is $100,000 or more. Other than Mr DN Harley, there
were no other executives of the Company, 172,800 0,752
13. Auditors Remuneration

Amounts received or due and raceivable by the guditors of Gunson
Resourcas Limited for:

- an audit or review of the financial statements of the entity 2015 4,500
- othet services 1,090 -
3,105 4 500
Gunsan Resources Limited Annual Report 2001 27
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Notes to the Financial Statements

14. Events Subsequent To Balance Daote

in the opinion of the Diractor, no item, transoction or event of g material and unusual nature
has arisen in the interval between the end of the finoncial pericd and the dale of this report to
affect significantly the operations of the Company, the results of those operations, or the state of
affairs of the Company in subsequent finaoncial periods.

15, Eamnings Par Share 2001 2000
Basic @amings per share (cents) (Q.&) (1.38)
Weighted average number of ordinary shares on issue used in the
calculation of basic eamings per share 32270969 8321752

Diluted earnings per share is nat disclosed as it is not rnatarially different from basic earmings per
share.

146. Segment Inforrnation

The Compony operates in the mineral exploration industry In Australia only.

17. Relsted Party Transactions
a) Directors
The directors of Gunson Resources Limited during the: financial perlod were;

william H Cunmingham
David N Hgrley
Peter C Harley

b) Equity Interests of Direclors

At bolance dote the relevant interest of each Director in ardinary fully paid shares and options
of the Company ware;

2001 2000
No. of No. of No, of Na. of
Shores Options Shares Options
William H Curningham 50,000 250,000 0,000 250,000
David N Harley 275,000 5,000,000 150,000 5,000,000
Peter C Harley 102,000 1,000,000 102,000 1,000,000

During the vear, there were no acquisitions or disposals of shares or options. Duting the previous
yeor ended 30 June 2000, Directors and their related entities acquired 302,000 shares under the
inifigl public offer of 15 March 2000 on the some terms as other applicants. and 5,500,000
aptions (A and & class,)
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Notes to the Financial Statements

18. Expenditure Commitments

The following tables summarise the Company's expiloration expenditure commitments on
granted tenements for the finoncial year 2001/2002 and beyond.,

{a) Cobum
Tenement Date Granted Annual Covenant
EL 09/93% 18 June 1999 $43,000
EL O9/940 18 June 1999 $43,000
EL 0%/%41 18 June 1999 F463.000
EL Q9/994 18 luly 2000 $43,000

TOTAL $252.000

Note that 50% ared reductions must be made after years 3 and 4 respectively, with
coresponding recductions in expenditure t¢ a minimuwm of $20,000 for each tenement.

(o) MountGunson

All four exploration licences at Mount Gunson are the subject of an agreement with the SA
Department of Pdmary Industry and Resources under which the Company must spend o
rainirmurm of $450,000 on exploration in the 200172002 financial year, Expenditure after this time
will depend ¢n the areq retained under exploration licences.

BHP Billiton are curently sole funding explaration on this project. pursuant to the joint venture
agreemant. Thelr commitment to spend a rminimum of $4675,000 on the Project from 9 April 2001
will ensure that the 2001/2002 minimum exgendiure is meat,

(<) Mount Tabor

The single exploration permit comprising this project nas o minimum covenant of $4,000 and heas
beeh renewead for a final year to 14 July 2002,

{d) Onslow

The: Qrslow Project exploration licence, EL08/1150, granted on 10 August 2001 has an annual
covenart of $20,700.

(&) Shell Lakes

Five exploration licence applications have applied for and when granted the annual covenarit
will be $272,000.

(fy Consolidated Expendivre Commitments on Granted Tenements
Im order to relain the rdghts of tenure to its granted exploration terements, the Company i
required to maet the minimurn statutory expenditure requirements autlined above but may
reduce these at any time by reducing the oreo of the tenements.

Not later than 1 yecar $803,700
Later than 1 year but not later than 2 years $848,700
Later than 2 years but not later than 5 years $1,500,000
Total 53,152,400

Thase figures assume that due to stofutery tenerment area reductions in year 2, Cobum minimum
expenditure is reduced to $150,000, Mount Gurson expenditure is raduced to $400,000 and the Shell
Lakes EL applications are granted part way through year 1.
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19.  Financiol Instruments Disclosure

Interest rate risk

F&GE

The Company's exposure to Interast rcte risk, which is the risk that the financial instrument’s
valug will fluctuate as a result of changes In market Interest rates and the effective weighted
average interest rate for closses of finoncial assets and financial abilities is set out below!

Walghied
average

30 June 2001 interast rale

Financlal Assels
Cash 4.7
Accounts Receivabple

Total Financicl Assets

Financial Liakilities
Accaunts Payable

Total Financial Liakilities

Net Financial Assets (30 June 2001)

Welghted
avaroge

30 June 2000 Intarast rate

Finarcicl Asseats
Coish 5%
Accounts Recelvable

Total Financial Asserts

Financial Liabilities
Accounts Payabie

Total FAnancial Liabilities

Net Financlal Assets {30 June 2000}

Credit Risk

Flxed Interest
Floating maturing In less Non-
Interast than 1 perlod interest Totals
5 5 bearing 5
$
236,427 1,500,000 - 1,736,427
25808 25808
236,427 1,500,000 25,684 1762235
- - 76,335 76,335
746335 76,335
236,427 1,500,000 [50,527) 1,685900
Fixed Interast
Flooting maturing in less Non-
Interest than 1 perlod Interasi Totals
5 -] bearing 1
$
249171 3,000,000 - 3,249,171
- - 7,450 7450
249171 3,000,000 7,450 3,256,621
- - 240112 240012
l - (240,112 240,112
249 17] 2,000,000 (232 662} 3,016,509

18

The moximum exposura o credit risk, exsluding the value of any colateral ar other security, at
balance sheet date to recognised financial assets is the carmying amount, net of any provisions for
deubtful debts of those asseds, as disclosed in the stoterment of financial position and the notes to

the financial statermsnts,

The Company does not have any materal credit risk exposure to any single deatytor or group of
debtors under financial instrurments it has entered into.

Net Fair Values

For all assets and liabiiities, their nat falr value approximctes their camying values.

No financial assets and financial liabilities are traded on organised markets in standordised form.
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Notes to the Financial Statements

19.  Financial Instrumaents Disclosure [cont'd)

2001 2000
$ $
Reconciliation of net financlel assels to net assels
Net finonciol assets 1,485,900 3,014,509
Prepayments
Defemad Exploration and Evaluation 4,017,892 2,805,589
Proeperty, plant & equipment 1,655 2185
Provisions {4.058) {5.577)
Net Assefs 5,701,389 5 B18,667
20. Cash Flow Information
Recondiliation of the operating loss after tax to the net cash flows
from operations.
Operating loss after Income fax (197,277} {114,434)
Non cash tems
Depreciation 2137 -
Changes in asaets and liablifies
increase In recaivables {18,358) {7.450)
Exploration Costs Copitalised {1.212,303) {351,789
Increcse{decrease] in trade craditors and accruals (85,338} 209,137
Increqse in provisiorns
Nat cash flow fromy/(used in) operating activities {1,511,137) _[264,738)
Reconciliation of Cash
Cash balance comprises;
cash at hand 236,427 249,171
short Yerm depaosits 1,500,000 3,000,000
1,736,427 3,249,171

Financing faclitles availlable
As at 30 june 2001 the Company had ne financing faclitias availabie,

Non Cash flnancing and Investing Activities

On 1 October 2000 the Company acguired the Onslow Copper Project by the issue of 400,000
Shares, Apart from this fransaction, there were no other non-cash financing or investing activitias
during the yedar endead 30 fune 2001,

21, CONTINGENT LIABILITIES

The Directors are not aware of any contingent liabiltias as at 30 June 2001,
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Directors' Declaration

In cccordance with o resolution of the Directors of Gunsan Rescurces Limited, | state that:

1. Inthe opinion of the directors;

fa)  the financial statements and notes of the Company are in accordance with the
Corporations Act 2001, including:

(i) giving & true and fair view of the Company's financial position as at 30
June 2001 and of its perfomance for the year ended on that date: and

(i) complying with Accounting Standards and Corporations Regulations; and

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

On beholf of the Boaral

D.N. Horley
Managing Director

25t saptember 2001
Perth, Western Australio
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Independent Audit Report

IB D 0 BDO Chartered Accountants & Advisers 267 l_?igemge’s Ter’“‘:ﬁmo
. Pertl estern Australip

e ——— fABN:’ 36 051 315 349 PO Box 7426 Cloisters Square

Advisers to growing businexses Perth Western Australia 6000

Fax; 08 9481 2524

DX 63515 Mill Street
Email: bdo/@baniye.com.au
Website: bdoaustralia.com.au
Licence No 614716

Ta the members of Gunson Resources Limited

Scope

we have audited the financial statements of Gunson Resources Limited for the financial year ended
30 June 2001, as sat out on pages 18 1o 32 including the Directors' Daclaration.

The Compary's Directors are responsitle for the financial report. We hove conducted on
independent audit of the finoncial report in orger 1o express an opinion oh it 1o the members of the
Company.

Our qudit has been conducted in occordance with Ausfrolion Auditing Standards to provide
reqscnable assuronce whether the financial statements are free of material misstaternant,  Cur
procedures included examinction, on a test basis, of evidence supporting the arviounts and other
disciosures In the financlal report and the evaluation of qccounting policles ond  significont
accounting estimates. These procedures have been undertaken to form an opinion whether, in all
matenal respects, the financial report is presentad fairly in accordance with Accounting Standards,
othar mandatery professional reporting requirements and statutory requirements, in Australia, so as to
prasent d view which is consistent with our understanding of the Company's financlal pesition and
performance as represanted by the results of their operations and thelr cash flows.

The audit opirion expressed in this report has been formed on the above basis.

Audit Opinion

I our opinion, the finonciol stotements of Gunson Resources Limiled is in occcordonce with;
{a)  the Corporations Act 20071 including:

] giving a true and fair view of the Company's financial position as at 30 June 2001 ang of
their performance for the year ended on that date; and

(W complying with Accounting Standards ond ihe Corporations Regulations; and

(o)  other mandatory professional reporting requirements.

BDO
Chartered Accountants

P Breyin

Parner, Perth

25 Saptembar 2001
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ASX Additional Information

Additional information required by the Australian Stock Exchange (ASX) Lsting Rules and not disclosed
alsewhere in this repor,

Shareholder Information
The shareholder information set out below was applicable as at 24 September 2001,

1. Distribution Of Equity Securitiss

The numbers of shareholders, Dy size of holding. in each class of share are:

Ordinary shares Cptions
No. of No. of No. of No. of
Holders Shares Holders Options
1- 1,000 200 141,806 - -
1,001 = 5,000 430 1,265,822 - -
5,001 - 10,000 282 2,545,103 - -
10,001 - 100,000 461 14,940,935 - -
100,001 and over 34 13,774,337 & 7,000,000
1,407 32,668,005 & 7,000,000

The nurnber of shareholders holding less &70 1,642,483

than a marketable parcel of sharas are:

2,  Substantial Shareholdings (Ordinary Shares)

Commanweralth Custodial Services Limited 3,117,990
Billiton Exploration Australia Pty Ltd 2,500,000

3 Twenty Largest Shareholders - Ordinary Shares quoted on ASX

Fully Paid %

Name Shares Hald
Commonwealth Custodial Services Limited 3477990 9.54
Biliton Exploration Australia Py Lid 2,500,000 7.65
Stuart Petralkeurn ML 740,003 2.27
Parpetual Custodians Limited 588,400 1.80
Reynolds [Nominees) Pty Limited 415,501 1,27
Adeldide Mining Geophysics Pty Lid 400,000 1.22
Ray Waodal 400,000 1.22
Maria Polymenens 395,000 1.21
Tarnmaso Mascaro 350,000 1.07
Daleregent Pty Lid 350,000 1.07
Cogent Nomineas Pty Limited 300.000 0.92
Ssorma Pty Lid 300,000 0.2
Roger Brian Clarke & Barbara Joan Clarke 250,000 077
Hancroft Pty Ltd 250,600 0.77
Papl Moodco Pty Ltd 250,000 0.77
TBIC Pty Ltgd 250,000 Q.77
Medleylawn Pty Lid 240,000 073
Saga Trading Phy Lid 223,313 0.68
Belmark Investments Pty Lid 200,000 0.6
Datalink Investments Ply Lid 200,000 Q.51
TOTAL OF TOP 20 SHAREHOLDERS 11,720,407 35.9%
Total ordinary shores guoted on ASX 31,904,002
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ASX Additional Information (continuved)

4. Largest Holders of Ophons

Number of A Number of B
Nams Class OpHons Class OpHong
Hald Held
Daieregent Pty Ltd 2,500,000 2,500,000
Falban Pty Ud 500,000 500,000
Roger Hamilton 150,000 150,000
Hamish Paterson 150,000 150,000
W H Cunningham & Associates 125,000 125,000
JE & D L Hannason 75,000 75,000

All the above options are unlisted . The Company has he listed options.
5. Voting Rights

At a general meetfing of shareholders:
(@)  Onashow of hands, aach person who is o meamber or soke proxy has one vote.
{b) ©Onapal, each shareholder i entitled to one vote for eqach fully paid share,

&, Taxalon Status
The Company is taxed as a public company.

7. Restricted Securiies

Number of Number of Number of
Name Shares Held Opfions “A" Class  Optlons “B™ Class
Held Hald

Stuart Petraleum NL 740,003

Houmar Nominees Py Lid 14,000

Nevile Wayne Martin B.000

Daleregeant Pty Lid 2,500,000 2,500,000
Falban Pty Lid 500,000 500,000
Roger Hamilton 150,000 150,000
Hamish Paterson 150,000 150,000
W H Cunningham & Associates 125,000 125,000
JE & D L Hanneson 75,000 75,000
“A" and “B" Class 764,003 3 500,000 3,500,000

The above fully paid shares are rastricted until 17 May 2002,
The temns of issue of the Monagement Options are:
(@) The exercise price of each A Class Management Option is 20 certs each.
{b)  Th& exercise price of each B Class Management Option is 25 cents aach.
(]  Any shores pursuant fo the exercise of any of the Management Options are Issued on the
same terms s all of the othar existing shares, and will rark in all respects on equal terms

with the other existing Shares.

The exaercise period of the Management COiptions issued to WH Cunningham, ON Harley and PC
Harley is 12 May 2002 1o 12 May 2005,

8. Siatement in accordance with ASX Listing Rule 4.10.19

The Company beligves that for the perod 1 July 2000 to 30 June 2001, it used its cash and
assefs in o form reqdily convertible to cash in a way conslstent with Its businass objectives,
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Corporate Governance Statement

This staternent outines the principal corporate govemance proceduras of Gunson Resources Limited
("Gunson™).

The Board of Directors (Board) supports a system of corporate govemance to ensure that the
managemeant of Gunson it conducted to maximise shareholder wealth in o proper and ethical
manner.

Communicalions with Shareholders

The Board aims to ensure that sharehalders are kept informed of all major developments affecting
Gunson. Infommation is comrmunicated to sharehelders through the distribution of annual reports; and
by presentation to shareholders af the Annual General Meeting which they are encouroged to attend

In addition, all reports, including quarterly reports and releases made by Gunson throughout the year
with respect to its explaration activities are distibuted widely via the Australian $tock Exchange and on
the Company's wetlsite,

Boord Responsibiiities

The Board considers that the assential responsibilities of the directors is to aversee Gunson's exploration
activities for the benefit of its shareholders, employees and other siokeholders and to protect and
snhance shareholder volue, Responsibility for monagemant of Gunson's business is delegated to the
Monaging Direcior, who is accouniable to the Board. The key responsibilities of the Badrd include to:

s« Appoint and review the performance of the Managing Director;

» Develop with manggement and approve strategy, planning, exploration programs and mejor

capital expendaiture;

» Arrange for effective budgeting and financial supervision,

Ensure thet appropriate audit amangements are in place;

» Ensure that effective and appropriate reporting systams in place will, in particular, assure the
Board that proper finonciol, operstional, compliance ond risk management contrals function
adequately:

» Report to shareholders;

Board Composition

The composition of the Board shall be determined in accordance with the following principlas and
guidelines:
» The Board shaoll comprise at least 3 Directors, increasing where additional expertise s
considered desirable in certain aregs.
The Board should not comprise & rajority of executive Directars.
» Directors should bring characteristics which allow a mix of quolificotions, skiffs and experiencs
toth nationally and intemdationally.

The Board will review its compasition on an annugl basis to ensure that it has the gppropriate mix of
expartise and expetlence. When d vacancy exsts, for whatever reasan, or where it s considered that
the Board wauld beneafit from the services of o new director with particular skils, the Board will select
approprigte candidates with relevant quolifications, skils and experience. External advisers may be
used io assist in such o process, The Board will then appeoint the most suitable candidate who must
stand for election at the next general meeting of shoreholders,

The terms and conditions of the appoeintment and retiremant of Directors will be set out in a latter of
appointment which covars remuneration, expectations, terms, the oroceduwres for decing with
conflicts of interest ond the availability of independent professional advice,

The performance of all Directors will be reviewed by the Chairman aach year. Directors whose
performance is unsatisfactory will be asked to retfire.

Board Workings

The Board meets at izast 1en fimes a year to consider the business of Gunson, ifs financial performance
and other operational issues,

With the approvel of the Chairman, any directors can seek independent advice, af Gurison's expensa.
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The Board will review the remunerafion and policies applicatile to Non Executive Directors and the
Managing Director on an annual basls, Rermunaration levels will be competitively sed fo ottract the
most qualified and experienced Direclors and senior executives. Where necessary the Board will
obtain independent advice on the appropriatenass of remuneration packoges.

Board Commiitees

The Board where approprigte may estabiish a number of committees to assist In carrying out s
responsibilifies in an effective and efficient manner.

Audit Committes

An Audit Committee is to be established as socon as mining activities are instigated and in the
meantime the Board will perform this function. The role of the Committee is to provide q direct link
between the Beard ond the extamal avditors.

It will also give the Board of Directors additional assurance regarding the quality and reliability of
financial infarmation prepared for use by the Board in determining policies or for inclusion in financial
statements.

The responsitilities of the Audit Committee will Include:

=  monitoning compliance with regulatery recuirements;

= improving the quality of the accounting function;

= raeviewing extermal audit reports to ensure that where mdjor deficiencies or breakdowns in
controls of procedures have been identified, appropriate and prompt remedial action is taken
by management;

* ligising with external auditors and ensuring that the annual gudit and half-year review are
conducted in an effective manner.

The Audit Committee Wil review the perdormance of the external auditors on an annual basis and
meet with thern at least twice during the year. Nomination of auditors will be at the discrefion of the
Committee.

Business Risks

The Board will monitor and receive advice on areas of operational and financial risk, and consider
strategies for appropriate risk management arrangements.

Specific areas of risk identified initialy and which wil be regulory considered at Board meetfings
include sovereign risk, foreign cumency and commadity price fluctuations, performance of activities,
human resaurces, the erviranment, statutory compliance and centinuous disclosure obligations.

Ethical Standards

Al Directors, executives and amployses are charged with the responsibility fo act with the utmost
integrity and objectivity, stiving ot all times fo enhance the reputation and performance of the
Company.
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