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Directors’ Report

Tha Directors of Gunson Resources Limited subrmit their repart for the year ended 30 June 2002,
The Board of Directors

The names and details of the Company’s Directors In office during the financlal year untll the date of
this repont are as follows. All directors were In office for the entire period,

Witliam (Bii)y # Cunningham B.Com. (Non Executive Chaitman)

Bil Cunningham s a consultant in mineral commodities marketing with over 37 yecrs experlence in the
mining Inclustry, mainty with WMC Resources Limited and CRA Urmnited. Prigr fo leaving WMC In 1997, he
was manager for that company’s Nickel Division Intermediate products marketing, which included
products containing canper and cobalt,

Dctvid N Hadey BSc (Hons) MSe, F.Aus, L MM, (Managing Director)

David Harley Is a geologist with ovar 30 yeors experencs in the mining industry, mosfly In senior
axploragtion management positions with WMC Rescurces Umited, He s President of the Assoclation of
Mining and Exploration Campanies, AMEC. Chairman of Gollery Gold Hid, ond was Managing Dhector
of Stuart Matais NL for 3 years unfil Octaber 1999,

Poter C Horey B.Com.,, F.C.P.A (Non-Executive Diractor)

Poter Harlay Is an acoourtant with aver 20 years experience with publicly listed cormpanles. He was an
axecutive dractar of ERG Limited for nine yaars untit June 1996, and i3 curently Managing Director of
Harvest Reod Umited, Peter is o non executive director of INet Lid and Foundation Capital Lid and s
also Chairman of the Coopergtiva Research Cantre for Australan Telecormrmunications based at Curtin
University.

Diractor's interests In Shares and Options of the Company

As at the date of this report the elevant intersst of each Director In shares and options of the

Company wars;

Director Fully Paid Ordinary Shares Unlistad Optione over Ordindty
Shares

W H Cunningham 100,000 260,000

D M Harley 350,000 5,000,000

P C Harlay 102,000 1,000,000

Princlpal Activities

The principal activity of the Compony durng the course of the financlal period was mineral
axploration in Australic,

Results of Opearations

The Company made d loss ofter tox of $449,517 (200T: §197,277). No dividends were pald and the
diractors have not recormmended the payrment of a dividend.

Review of Oparations
During the yaar the Campany continued with exploration of its mineral tenemeants. Excluding extemdally

funcled expenditure on the Mount Gunson and Shell lakes projects. exploration expenditure totalled
§436,105 (2001 §1.212,303) during the period under review.

Gunson Resources Limited Financial Report 2002 4
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Director’'s Report (cont...)

Number of Employees
The Company employed 2 people at as 30 June 2002 (2001: 2 employees)
Significant Changes in State of Affgirs

There were no significant changes in the state of offairs of the Company durlng the financial yeor
other than:

» Exploration expanditure for the financial perlod totalled 54.34,105:;

» On & Decemnbaer 2001, the Company completed o placarment of 4,440,000 shares at 30 cents per
share to raise §1,332,000; and

» Cash an hand [ncraased by $662,383 to a bolonees of §2,398,810.

Use Of Funds

The Company’s cash and like gssets at the time of admission to the Austratian Stock Exchange have
been wsed In o manner consistent with the business objectives outined In the prospectus for the
Company’s inlflal public offerng dated 15 Mareh 2000,

Significant Events After Balance Date

No matters or circurnstances have arken since the end of the financial perod which significantly
affacted or ray significantly affact the operations of the Company, the results of those operafions, or
the state of affairs of the Company in future financlal perods.

Likely Developmaents and Expacted Results
Likely developments in the operations of the Company and the expected rasults of those operations

have not besn Included In this report as the Directors bellsve, on reqsonable grounds, that the
inclusion of such Information would be likaly to result I urreasonabile prejudics o the Company.

Share Options

As at the dafe of this repor, thera were 6,700,000 (2001: 7.000.000} optlons over unissued ordinary
shares. Refer to note 10 of tha Financial Statements for further details of the options outstanding.

No optlons were lssued and 300,000 options were exerclied at 20 cents per share during the yedr,

Directors’ Mestings

The following table sets out the number of maetings of the Company's Directors held while each
Diractor was in offtce and the number of meetings affended by each Dlrector:

Board Mealings
Number of Number of meatings
Diractor maatings held atended
W H Cunninghxam 12 12
[ N Harley 12 12
P C Harlay 12 12

Gunson Resources Limited Financlal Report 2002 5
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Director’s Report (cont..)

Directors’ ond Executive Officers’ Emolurnents

The Boord of Directors Is responsible for determining and revewing compensation arangetments for
the directors and the executive team. The Board assesses the appropriateness of the noture and
amaurt of emeluments of such officers on o perodic basis by referance to reléevant employment
market condltions with the overall objective of ensuring maximum stakeholder beneflt from the
retention of o high gquallty Board and executive team.

To assist in cchieving these objectives, the Board links the noture ang amount of Executive Directors’
and officers’ emoluments to the Company’s financlal ond operational performanca, Detalls regording
tha issue of share options ore provided balow,

Executives are those directly accountable and rasponsile for the operaficnal managerment and

strcnegle directlon of the Cormpany. Other than Mr David Harley., whose remuneration fs disclosed
below, thete were na ofher execuitve officers in the Camparny,

The emolumentis of aach Dirastor are os follows:

. Bose Fee Superannuction
$ $
WH Cunningharm (Chaoirmean) 24,000 1.920
N Harney (Managing Director) 162,500 13,000
PC Hertey (Non Executive Director) 12.000 960

Envitonmental Reguiation and Performance

S50 far os the Directors are aware, there have been no signfficant breaches of envirdnmental
condifions of the Company's exploration licences. Procedures are adopted for each exploration
prograrm fo ensure that environmental conditions of the Comparny's tenaments ara met,

Indemnification and Insurance of Directors

The Company has aranged Directors’ ond Officers’ Insurance fo Indermnify all current officers of the
Company against all ligblities to another person (other than the Company o @ related body
corporate) ot moy arise from thelr position with the Company ong Its confrolled entifies, except
where the liakility arises out of conduct Invalving a lack of good faith. The Company has paid
Imsurance premiurms in Tespact of Directors’ and Officars’ llability and legal expenses Insurance
contracts as described above. Under confidentiality arrangéements with the Insurer the amount of the
premiur con not be disclosad.

The Company hos made an agreement to provide occess, indemnlty and insurance for all the
directers and executive officers for any breach of duly as o director ar executtve officer by the
Compary, for which they may be neid personally lable, The agreement provides for the Company to
pay Insurance premiums and legal costs where:

a) theliabllity does not arise out of conduct Inveling a lack of good faith; or
by the liabiitty is for costs and expenses incurmed by the director or officer in defending proceedings in
which judgment is glven in their favour ar in which they are acquitted.

Corporale Governonce

In recognising the need for the highest standards of corporate behaviour and accountatillity the
Directors of Gunson support and have adhered to the principles of Corporate Governance, The
Company's carporate governance statement is contalned in the Corporate Govemance section on
poge 23 of this annugl| report,

Gunson Resources Limited Financial Report 2002 6
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Director's Report (cont..)

Auditor

BDO continues in office in occordance with section 327 of the Corporaficns Act 2001,

Legal Proceedings

No person has applied for leave of Court to bring proceedings on behalf of the Company or infervene

in any proceadings to which the Company is a party for the purpose of taking responsitility on beholf
of the Company for all or any part of those proceedings.

Signed in accordance with o resolution of Directors dated 25 September 2002,

D N Harley
Managing Director

25 September 2002

Gurison Resources Limited Financial Report 2002 7
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Statement of Financial Performance

For the year ended 30 June 2002 2002 200}
Note $ $
REVENUES FROM ORDINARY ACTIVITIES
Intarast Income 2 101,872 138,430
Other Income 2 1.984 -
Managemeant feas (Mt Gunson V) 2 60,827 2,881
Total Revenue From Ordinary Activities 154,383 141,31
Adrninistration expensas 2 (358.996) {338,588)
Exploration Costs Writtan Off é (244, 9043 -
Loss From Ordinary Activitles Batore Income Tax {449.517) (197,277
Incorme fax expense 3 - -
NET LOSS ATTRIBUTABLE TO MEMBERS {449,517 (197,277)
Bessic Earnings pert share (cents per share) 15 (1.3 {0.5)

The accompanying notes form part of these financial statewnents,

Gunson Resources Limited Financial Report 2002 8
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Statement of Financlal Position

PAGE 18

As af 30 June 2002 Nailes 2002 2001
§ $
CURRENT ASSETS
Cash Assets 4 2,398,810 1,736,427
Receivables 5 27.911 25,808
TOTAL CURRENT ASSETS 2,426,721 1,762 235
NON-CURRENT ASSETS
Deferrec Exploration Evaiuation and Devalopment Costs 4] 4,200,093 4,017,892
Property, Plant and Equipment 7 4,416 1,666
TOTAL NON-CURRENT ASSETS 4,213,509 4,019,547
TOTAL ASSETS 6,640,230 5,781,782
CURRENT LIABILITIES
Payables B 73,1758 746,335
Frovisions 9 2.734 4,058
TOTAL CURRENT LIABILITIES 82909 80,393
TOTAL LIABILITIES 82909 80.3%3
NET ASSETS 5,557,321 5,701,389
EQUITY
Contributed Equity 10 7,318,551 6013102
Accumulated Losses 1R (761,230 (311,713
TOTAL EQUITY 6,557,321 5,701,389
The accompanying notes form part of these financial staterments,
Gunson Resources Limited Financlal Report 2002 9



26/B9/2RB2  15:59 Bg-9226-3136 FUMSON RESOURCES LTD FacE 11

Statement of Cash Flows

For the year ended 30 June 2002 2002 2000
Notes $ $
CASH FLOWS FROM QPERATING ACTIVITIES
Payrments for exploration and evaluation (479716} (1,266,794)
Payments ta suppliers and employees (364,699 (372.059)
Interest recaived 101,872 138,430
Management Feas (Mt Gunson JV) 54,794 2,881
Goods and senvices tax (paid)/racelved 50,097 (17.595)
NET CASH FLOWS FROM/(USED IN) QPERATING ACTIVITIES 20 {637.652) (1.511,137)
CASH FLOWS FROM INVESTING ACTIVITIES
Procesds on sale of plant ond equipment 1,984 -
Payment for plant and aquipmernt (7.378) {1,600
NET CCASH FLOWS FROM/CUSED IN) INVESTING ACTIVITIES (5,414) {1,607)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceads from issues of shares , 10 1.3%2,000 -
Poyment of share issue costs {B86,550) -
NET CASH FLOWS FROM/(USED IN)Y FINANCING ACTIVITEES 1,305,449 -
NET INCREASE / (DECREASE) IN CASH HELD 662,383 (1.512,744)
Cash of the beginning of the finoncial year 1.736.427 _ 3.249.171
CASH AT THE END OF THE FINANCIAL YEAR 4 2,398,810 1,736,427

Gunson Resources Limited Finonclal Report 2002 10
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Notes to the Financlial Statements

1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financlal report is o general purpose financial report which has been prepared In accordance
with Accounting Stondards, Urgent lsues Group Consensus Views and afher authartotive
pronouncements of the Australian Accounting Standards Boord ond the Corporations Act 2001,

The financial staterments have been prepared on an accmrials basis ond on the basis of historcal costs
and do not take Into account changing money values or, except where stated, current valuations of
non-current assets.

The following is a summary of the significant accounting polizies adopted by the Company In the
preparation of the financiol statements,

The accaunting policles have been consistertly applled, unlass otherwise stated,

(a)

(b)

<)

Explorction and Evatuation Expenditure

Exploration and evaluation expenditure Incured s accurnulated In respect of each Identifiable
ared of interest, These costs are only cared forward 1o the extent that thay are expectad 1o be
recoupead through the successful developmeant or sale of the area or whare activiies in the area
have not yet recdched a stage which pemits recsonable dssessment of the ewstence of
economically recoverable rosarves,

Accumulated costs In relation 1o an abandoned area are written off In full against proftt In the
vedr in which the decision fo abandon the ared is mada. Whare the abandoned ared has
praviously been revalued, the previous revaluction increment s reversed agolnst the Asset
Revalugtion Reserve,

when production commences, the accumuloted costs for the mlevant areg of Interast are
amortised over the life of the area occording to the rate of depletion of the economically
recoverable reserves,  Any costs of site restoratlon are provided for during the melevant

production stages and included In the costs of that stage.

A regular revew is undertaken of sach area of Interast o determing the approptictensss of
confinuing to camy farward costs in relaflon to that areo of Interest.

RecoverGble Amount

Non - currant Gssets are not revaiued fo an amount above thetr recoverable amount, and where
camylng values excead this recoverable amount assets ara writen down. In detarmining
recoverable amount the expectad net cash flows hove not baen discounted to thelr present

viiue,
Property, Plant & Equipment
Depraciation ond amortisation
fterns of property, plant and equiprnent are depreciated/amortised using the diminishing value

methad aver their estimated useful lives to the Company. The depraciation rates used for each
Class of assed for the current period are as follows:

s  Plard & equipment 20% - 33%
Assets are deprecloted or amontised from the date the asset is ready for use, Depreciation costs

are copitalsed jo Exploration and Evaluation where the assets are used exciusively for such
activities.

Gunson Resources Limited Financial Repart 2002 11
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Notes to the Financial Statements

()]

(o}

(o)

(h}

M

Income Tax

The Compary adopts the llabity methed of tax-effect accounting whereby the Incorme tax
axpense shown in the profit and loss account is based on the operating result beforea income tax
adjusted for any parmanent differancas,

Timing differances, which arise due to the different accounting years in which #ems of revenue
and expense are included in the detetmination of the operating result before ihcome tax and
taxabilg income are brought to account as alther provislon for deferted Income tox or an asset
described a3 future Income tax benefit at the rate of income tax applicable to the year in which
the benefit wil be received or the llabiity will becorme payable.

Future income tax benefits are not brought to account unless realisation of the osset is assured
beyond recsonable doubt, Future Income tax benefits In alation 1o tax losses are not brought to
account unlass there is Vvirhual certainty of realisatlon of the benaft.

Employes Enfitlernents

The provisions for employes entifigments t© wages. solares, annual lecave and sick leave
represents the amount which the Company has @ present obligotlon 1o pay resuting from
amployees’ servicas provided up to the baiance date, The provisions have baen calculated ot
undiscounted amounts based on curent wage and solary rates and includess related costs,

Cash ond Cosh Equivalents

For 1he purpose of the Staternent of Cash Flows, cash Includes cash on hand and in banks, and
rmoney Mmarket investments readlly converfible to cash within 2 working days, net of outstanding
bank overdrafts,

Accounts Payabie

Lablites are recognised for amounts 1o be paold in the future for goods or sendces areqadly
received., whether or not yet blled to the Company. Trade accounts payable are normnally
setied wiihin 30 days.

Revenue Recognition

Revenue 3 recognised 10 the extent that it s probable that the aconomic benefits will flow to the
entity and the revenue can be rellably measured. The following specific recognition criteria
must also be met before revenus is recognised.

Interast ravenue is recognised on & proporional basis toking Into account the interest rates
applicable o the financlal assets.

Share Capital

Ordinary share capital 1s recognised at the faoir value of the congideration recelvad by the
Company.

Any trangaction costs arising on the Issue of ordinary shares ara recognised directly in equity as o
reducticn in share proceads recelved.

Trade and other payables

Uabilities for frade creditors and other amounts are carmed at cost which s the falr value of the
considergtion o be paid n tha future for goods and services received, whethar or not billed 1o
the Company.

Payables to reiated porties are caried at the principal amount. Interest, when charged by the
lender, is recognised as an expengse on an acerual Basls,

Bungon Resources Lmftad Financial Report 2002 12
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Notes to the Financlal Statements

k)

M

{m)

Joini Ventures

Intarest in the joint venture operation iz brought 1o account by including in the respactive
classifications, the share of Individual assets empioyed and share of ligbillties ond expenses
incurred,

Leoses

Leases are classifled at thel inception as sither operating or finance legses based on the
ecohamic substance of the agreernent so as to reflect tha risks and benseiits Incldental to
ownership,

Oparating leases

The minimum lecse poymenis of operaling lecses, where the lesscr effactively retains
substantialy alf of the risks and benefits of ownership of the lacsed ltem, are recognised s an
axpenss on d shoight ine basis,

Earnings Pet Share

i, Baslc eamings per share
Baslc eamings per share is deterrmined by dividing net profit offer Income tax aftributable to
members of the cormpany, excluding any costs of service equity other than ordinery shares,
by the waighted average number of ordindary shares outstanding curing the financlol year,
acjusted for porius elerments in ordinary sharss isuved durng the yaar,

ii. Divted eomings par shars
Diluted earmings per share adjusts the figure used in the determination of basic eartings pet
share to take into account the after income tax effect of Intarest and other financlial costs
assuciatad with diiutive potential ordinary shares ond the weaighted averoge number of
shares assumed to hove bean isused for no consideration in relation to diutive potential
ordinary shares.

. Change In basis of detarmining earnings per sharg

In previous years basic eamings per share was detemnined wsing the proflt frorm ordinary
activities after Income fax and preference share dividends attibutable o mearmibers of the
Cormpany, tharaby excluding extraordinary tems from earnings, Diluted eamings per sharé in
pravious years adjusted the figures usad in the determination of basic &arnings par share by
faking into account armounts unpaid on ordinary shares and earnings that would have arisen
had the diuthve options been exercised during the financial year rather than adjusting the
welghted average number of shares o include potential ordinary shares assumed to have
Leen issued for no consideratian,

The change in the bosis for calculating eamings per share figures was made 10 comply with
AASBE 1027 Eormings per Share, issued In June 2001,

The earnings per share Information for the year ended 30 June 2001 has been recalculated
to prasent the comparative amourts of o conslstettt basis with tha current finoncie! yaar,

Gunson Resources Limited Financial Repart 2002 13
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2002 2001
$ $
2. Revenue and Expanse from Ordinary Activities
The opetating results bafoe Income tox has best determined affer:
Revenueas From Operating Activities
Intarest recalved 101,872 138,430
Proceads on sale of assets 1.984 -
Management Fees (Mt Gunson JV) 50,527 2,881
154, 383 141,311
Expenses ftom Operdling Achvitiea
Depreciation 2,455 2,137
Exploration coste witten off 244,904 -
Solaries & Woges Cost sxpensed 147.311 152,477
Directars Foes 36,000 36,000
Rent expansa on operating lease 22,528 16,1562
Shareholder and Listing Expenses 53,843 34,248
Othet operating expense 06,859 97.574
603,900 338,588
Galns and Losses
Loss On disposcl of an Qsset 198 -
3. intome Tax
MNet Loss before Tax (49817 _ (197.277)
Frirma facle tax benefit ot 30% (2001: 34%) 134,855 67.074
Tax effect of permanent differences
Copltal Raising Costs 5193 -
Non-deductible entarfalnment {1m 34)
Tax effact of timing differences
Exploration 57,3460 384,983
Other {18663 3,757
Adjustrnent for change In Company tax rate 1o 30% - (71,598
Future income tax benaflt not brought to account (195,53 (384,182
Income Tax Loss
Future Income tax benefit arsing from fax losses of the Company not
brought to account at balance date s redlisotion of the benefit Is not
ragardad as virtually certain, 732,518 536,986
The benefit for fax |osses will only be obtained if;
()  the corsolidated entlty derives future assessable income of a
nature and amount sufficlent to enaie the benefir from the tax
losses to be reallsad;
() the consolidated entity continues to comply with the conditions
for deductibilty imposed by fax legisiation; and
(i)  no changess In tax lsgisiotton adversely affect the consoliciated
antity realising the beneflt from the deductions for the losses.
4. Cash
Cash at bank 98,810 236,427
Cash on deposit 2,300,000 1,500,000
2,398,810 1,736,427
Gunson Resources Limited Finoncial Report 2002 14
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Notes to the Financlal Statements

Recelvobles

Goods ond services toyx refund 23,964 17.595
Other recelvables 3,947 8,213

2791 25,808

Deterred Exploration, Evaluation and Development Costs ,

Exploration costs brought forward 4,017,892 2,806,589
Expenditure incurrecd on explorotion 436,105 1,132,303
Exploration costs written off (244,504) -
Expenditure Incurred on acqulsition of Yenements - 80,000

' 4,205,093 4,017,892

Amortisation of Exploration and Evalygtion Costs

The ultimate recoupment of costs cared forward for exploration and evaluation phases s
dependent on the successful development and commerciol exploftation or sale of the tespective
mining teraments. Amortisation of the costs carrled forward for the development phase is not being
charged panding the commencement of production.

Interast In Joint Veniures
The Company has g joint venture on the Mount Gunsen Projact with BHP Billiton. Under the tamms of

the joint venture the Company has o “free cartad” intarast, having spent $800,000 on exploration ot
Mount Gunson prior to 9 Aprll 2001. BHP Bllifton o3 part of Its eart-in reguirement are required 10 sdle
fund $2.5 milion of exploration expenditure over 2 yaars from 9 April 20071, If BHP Billiton does not
cormplete this eam-in requirement, it will not sarm any equlty in tha Mount Gunson Prolect. Up ta 30
June 2002, BHP Blliiton had spent $953.47% (2001 : $274,246) on sole funding exploration gt Mount
Gunson. Subsequant to the end of the financial year, BHP Blliton suspended further funding for the
time being whilst the Company, at its cost, builds a cose for futher arling. During the year the
Company spant 57,608 (2001:5562,235) on exploration activitles at Mount Gunson which was
copitalsed.

The Company also has ¢ Jolnt venture for diamonds only on the Shall Lakes Project with De Baers
Australia Exploration.  As part of its joint venture earm-in requirement, De Boers must scle fund 2.5
mlllion of diomond explerotlon expenditure over 3 years from 9 Aprll 2002, If De Beers does not
complete this eam-in requirement, it will not eam any equity in the diamond rights at Shell Lakes. Up
0 30 June 2002, De Beers had spent $91.565 on exploration ot Shell Lokes,

Propery, Plant ond Equipment

Plant and equlprment, at cost 2,006 3.792
Accumuloted depreciation {4,590 {2137
Total wiitten down value 4414 1,655
Movemants in Carrylng Amounts
Pant ond Equipment
Balance ot the beginning of the year 1,455 2,185
Additlons 7.398 1.607
Disposals (2.182) -
Dapraciatlon expense {2. 455 (2,137
Carrying amount at the end of year 4,416 1,655
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Notes to the Financial Statements

2002 2001
$ $

8. Payabios
Trade craditors 47,261 74,551
Other craditors and accruals 25914 1,784
73,175 76,336

Accourts payable are all payable In Austration dollars ond non interest bearing and normally settled on 30
day terms.

9. Pravislons

Employes entiflaments 9,734 4,058

Nurnber of employess 2 2

10. Contributed Equity

(c) issued and Pald Up Copital
37,408,005 (2001: 32 468,005) ordinary shares fully paic 7,318,551 6,013,102

by  Movement of tully paid ordinary shares during the perlod were as follows:

2002 200
Numbwer of $ Number of $
Shiores Shares
Maovernants in shares on issue
Opening Balonce 32,668,005 4,013,102 32,268,005 5,933,103
Shares Issued on 1 Octaber 2000 for
the purchase of tenements - - 400,000 80,000
Share placement tssued at 30 cents per
share on 5 December 2001 4,440,000 1,332,000 - -
Shares issued on conversion of
optons an 5 Decermnber 2001 300,000 60,000 - -
Less: share leiue axpensas - (84,581} - -

37,408,005 7,318,551 32,468,005 6,013,102

{c) Share Ophons

The Company has on issue of year and 4,700,000 (2001 7,000.000) options over unissued shares.
During the vedr 300,000 options (2001 Nil) were convertad Into shares.

No. of
options

75.000 Class A aptlons issued - Exerclse price 20 cents Exerclse period 12/5/01- 12/5/05
3,125,000 Class A oplions issued - Exerclse price 20 cents Exerclse perlod 12/5/02 - 12/5/05
375,000 Ciaiss B options issued - Exercige price 25 cants Exerclse peflod 12/6/01 - 12/508
3,125,000 Class B opfions issued - Exarcise price 25 cents Exetclio parlod 12/5/02 - 12/5/06

6,700,000
()  Terms and Conditions of Contribuled Equity

Ordinary shares participate In dividends ond the proceeds an winding up of the Company in
propottion 1o the number of shares heid,

At shareholders meetings each ordindry share i entifled fo one vote when a poll iz called,
othetwise each shareholder has a vote on o show of hands,

Bunsan Resources Limited Finaonclal Report 2002 16
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Notes to the Financial Statements

2002 2001
$ $
11,  Reserves and Accumulated Losses
Accumulcted Losses
Accumulgted 1oss at the bedlnning of the financial year 311,713 114,436
Net (oss for the year 449,517 197,277
Accurmnulated loss at the and of ihe financlal year 761,230 311.713

12.  Remuneration Of Directors and Executives

(o) Directon’ remunaration
Income pald or payable, or otherwise made avallable, In respect of
the finoncial pardod to o directors of Gunson Resources Urmited,
diracHy or inclirectly, from the entlty or any retated parly:
214,380 211,680

The number of Directors of Gunson Resources Umited whose income
{Inciuding superannuation contributions) falls within the falowing bonds
s -

Numiber Number
$10.000- 519,999 1 i
$20.000 - 529,999 1 1
$170,000 - §180,000 i ]

{b) Executives' emunargtion

Incorme pald or payable to executives of Gunson Resources timited
whose income is $100,000 or more. Othar than Mr DN Harley, thears
wera no other executives of the Compary, 175,500 172,800

13, Auditors Remunergtion

Amounts recelvad or due and recelvable by the auditors of Gunson

Resources Lmltad for:

- on audht or review of the financial statemenits of the entity 8,000 7,000
- other services 1,090

8.000 8,080

14.  Evenis Subsequent To Balance Date

In the opinion of the Directors, no fem, fransachon or event of a materal and unusual nature
has arsen in the interval betweean the end of the financlal perlod and the date of this report to
affect significonty the operafions of the Company, the resulls of thosa operdtions, or the state of
affairs of the Company In subsequent financial perods,

15.  Earnings Per Shore 2002 2001
Basic eomings per share (Cents) .3 {0.6)
Welghted average number of ordinary shares on lssue wsed In fhe
colculation of basle eamings per share 35,318,854 32,270,969
Earnings used in the calculation of basic ERS (449.517) (197,277}

Diutive Earnlngs Per Share has not been disclosed as the antlty does not have oh ssue any
potential ordinary shares which are diutive..
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Notes to the Financlal $tatements

16. Sagment Information

e Company operates in the mineral exploration Industry In Australia only.

17. Related Party Transactons
a)y  Dimectors

The diractors of Gunson Resowrces Limited duting the financlol period were:

Williarm H Cunningharn
David N Harlay
Petar C Harlay

b) Equity Interests of Directors

Al balance date the ralavant Interest of each Ditector in ordinary fully paid shares and options
of the Company ware:

2002 2001
No. of HNo. of No. of Na. of
Shares Options Shores Qplions
Willlam H Cunningharn 100,000 250,000 50,000 250,000
David N Harley 350000 5,000,000 275000 5,000,000
Peter C Horley 102,000 1,000,000 102,000 1,000,000

During the year, there ware 126,000 shares ocquited on-market ond there were no shares
disposed.

18. Expenditure Commiiments
The following tables summarkse  the Company's explorgtion axpendituré commitments on
grantec tenerments for the financlal year 2002/2003 and beyond.

(o) Cobum
Tengment Date Granted Anhual Covenant
EL 09/939 18 June 1999 531,500
EL 0%/940 18 June 1999 $31,500
EL 0%/941 18 June 1999 $57.600
EL 09/%94 18 July 2000 563,000

TOTAL $183,600

Note that 50% area reductions must be made after yaars 3 and 4 of an explaration llcence
respactively, with coresponding reductions in expendiurs o a minimum of $20,000 for each
tenement. Exemption from the full year 3 rectuction of EL 09/941 was granted an 10 June 2002

(b) Mount Gunson

The first four exploration leences of Mount Gunson are the subject of an agresment with the SA
Depariment of Primary Industry and Resources under which the Compony and/or its joint venture
partnars must spend a minimurn of $450,000 on exploration in the 2002/2003 financial year.
Expenditure durng and affer this fime will depend on the area retainadt under explorction
lcences. Newly granted exploration icence 38 nas an annual covenant of $70,000.

(¢}  Shell Lakes

Tenement Date Granted Annual Covenant
EL 6941632 20 August 2002 563.000
EL 69/1633 20 August 2002 £20,000
EL 69/1634 20 August 2002 $63.000
EL &%/1435 20 August 2002 563,000
EL &9/1636 20 August 2002 563,000
TOTAL $272,000

Gunson Resources Limited FInancial Repart 2002 18
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Notes 1o the Financial Statements

18, Expanditure Commitments (continued)

(dd Caomsolidated Expenditure Commitments on Granted Tenemeants

I order fo ratain he rights of tenure to its granted exploration tenements, the Company is
requlred to meet the minimum statutory expenditure mquirements outined above but may
raduce these at any time by reducih the area of the Tenemants,

Mot ioter than 1 year $975,600
Larter than 1 year but not loter than 5 years 52,552,000
Total $1,527,600

Thease flgures dssume that dua to statutory tenement ared reductians in year 1, Cobum minimurmn
expenditure |3 reducad to §100,000, Mount Gunson expenditure is reduced fo $300,000 and that
statutory 50% area reductions af Shell Lakes are made in August 2005.

19.  Financilol Insfruments Disclosure
Interast rate risk
The Company's exposure 1o Intarest rate risk, which is tha risk that the financlal Instrument”s
value will luctuate as a result of changas In market inferest rotes: and the effective welghted
avarage Interest rate for classes of financial assets and financial liakilities 1 set out below:
Waighted Fixed Intarest Non-~
average Floating maturing in less intarest
30 June 2002 Inferest rafe  interest  than I period  bearing Totals
$ $ $ L)
Financial Assets
Cash A.6% 98,810 2,300.000 - 2,398,810
 Accounts Receivable - - 27,911 27,911
Total Financlol Assets 98,810 2,300,000 27,911 2,426,721
Financlal Lictlties
Accounts Payoble - - 73,175 73,1758
Total Financial Ligakilities - - 73,175 73,175
Net Finonclal Assels (30 June 2002) 28,810 2,300,000 {45,260 2,353,546
Waighied Fixed interayt Non-
average Fioating merturing in lass Intarast
30 June 2001 interastrote  interest  than 1 period  bearing Totals
$ $ L $
Fnanciol Assets
Cash 4.7% 236,427 1,500,000 - 1,736,427
Accounts Receivable - - 25,808 25,808
Total Financial Assets 236,427 1,500,000 25,808 1,762,236
Financial Liakilities
Accounts Payable - - 76,335 76,335
Total Financial Liablities - - 76,335 76,335
Nel Financial Assets (30 June 2001) 236,427 1,600,000 (60,6273 1,485,900
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19.

20.

GIJNSON RESOURCES LTD PacGE 21

Notes to the Financial Statements
Financlal instruments Disclosure {continuad)

Cradit Risk

The maximum exposure to credlt risk, excluding the volue of any collateral or other security, at
balance sheet date to recognised financial assets is the carrying amount, net of any provisions for
doubtful debts of thase assats, as disclosed in the statement of financlial position and the notes to
the financial staterments.

The Company does mol have any material credit fsk exposure 1o any single debior or group of
detatars under financial instrumments It has enfered into.

Neot Falr Yalues
For all assets and lablities, thelr net fair value approximates thelr carrying vaiues.

No financial assets and financial liabilitles are traded on organised markets In standordised form.

Cash Flow Iformation

Reconciliction of the operating loss affer tax to the net cosh flows
from operations.

Oparating loss after income tax (449.517 Q97,277
Non cosh items

Depraciation 2,455 2137
Exploration costs written off 244,904 -
Loss on disposal of plant and eqguipment 198 -
Changes in cssets ond lioblities

Increcse in recelvables {2.103) (18,358}
Exploration Costs Capitalised (434,105) (1,212,303
Dacreass in trade credltors and accrudls (3.160) (85.336)
Increase in proviskans b,a7é -
Net cash flow from/(used in} oparating activitias {637.662) {1,511,137N

Reconchiation of Cash
Cash balance comprises:

cash at hand 98,810 236,427
short term deposits 2,300,000 1,500,000
2,398,810 1,736,427

Financing fachites avaliable
As at 30 June 2002 the Company had ne financing facillties avallable.

Non Cosh financing and Investing Activities
Thete were ne non-cash financing & investing activities,

2.

CONTINGENT LIABILITIES

The Directars aré not aware of any contingent liablities as at 30 Jure 2002,

Gunsorn Resources Limited Finonclkal Report 2002 20
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Directors’ Declaration

The directors of the Company declare thot:

{a) the financial statements and notes of the Company are in aecordance with the Corparations
Act 2001, including:

(i) giving a true and fair view of the Company's financial position as at 30 June 2002 and of
its performance for the year ended on that date: and

ffi}y  complying with Accounting Stondards and Corporafions Regulations 2007 and

(b} there are reasonable grounds to believe that the Company wil be able to poy its debts as
and when they become due and payable.

This declaration is made in occordance with a resolution of the Board of Directors.

\ HF—"‘_}-

D N Hatley
Managing Director

25 September 2002
Perth, Westarn Australia
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Independent Audit Report

B D 0 BDO Chartered Accountants & Advisers 267 5t George’s Terrace
Perth Western Australia 5000
e

“ . " PO Box 7426 Claisters Square
‘Advisers to growing businesses Perth Western Australia 6000

Phone: 08 9360 4200
Email; bdo@bdowg.com.au

www . bdo.com.au

To the members of Gunsen Resources Limited
Scope

We have audited the financigl report of Gunson Resources Limited for the financial yeor endad 30
June 2002, as set out on pages 8 to 21 including the Directors’ Declaration,

The Company's Directors are responsible for the financial report,  We have conducted an
independent audit of this financial report in order to express an opinion on them to the membeats of
the Company,

Qur audit hos bean conducted in occordance with Australion Auditing Standords to provide
recsonable assurance whether the financial repert is free of moterial misstatement. Our proceduras
included examination, on a test basis, of evidence supporting the amounts and ofher disciosures in the
financial report, and the evaluation of accounting policies ond significant occounting estimates.
These procedures have been undertcken fo form an apinion whether, in oll material respects, the
financicl report is presented fally in accordance with Accounting Standards, other mondatory
professional reporting requirements it Ausiralia and statutory requirements, so as fo present a view
which is consistent with our understanding of the Company’s financial pesition, and perforrmance as
represented by the results of its operations and its cash flows.

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

Audit Cpinlon

In our apinian, the financiol repont of Gunson Resources Lmited is in accordance with:
[a}  the Corporations Act 2001 including:

(i) giving a true and fair view of the Comprany's financial position as at 30 June 2002 and of
ifs performance for the yeor ended on that date; and

{ii} complying with Austraion Accounting Standards and the Corporations Regulations 2001;
and

(o) other mandatory professional reporting requirerments in Australia,

BDO
Chartered Accountanis

Geoll Braysh
Fartner, Pesth

25t Santernber 2002
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Corporate Governance Statement

This staterment outlines the principal comporate govemance proceduras of Gurson Resources Umited
(" @unson”).

The Board of Directors (Board) supports O systemn of corporate govemnance to ensure that the
management of Gunson is conducted to maximise shameholder wealth in a proper and ethical
manrer,

Communications with Shareholders

The Board alms to ensure that shareholder are kept informad of all major deveiopments affecting
Gunson, Information ls communicoted to shareholders through the distlbution of annual reports; and
by presentation fo shareholders at the Annual General Meeting which they are encouraged o attend

In addttion, all reports, including quarterly reports and releases made by Gunson throughout the year
with respect o its exploration activities are distrbuted widely vio the Austrailan Stock Exchange and on
the Company’s wekbshe,

Board Rasponsibilition

The Board considers that the essertial responsibifities of the directors Is 10 Gversee Gunson's exploration
activities for the benefit of its shareholders, employses and othar stakeholdars and to protect and
enhance shareholder volue. Respomsibiitty for mandagement of Gunson's business s delegated to the
Managing Director, who Is accountable to the Board, The key responsibilities of the Board inciude to:

»  Appoint and téview the performance of the Managing Director:

» Develop with managemeant and approve shotegy. planning, expleration prograrms and rmajor
capltal expendlturs,

» Arronge for sffective budgeting and finoncial supetvision;

»  Ersure that appropriate qudit arangearnants are in placs,

» Ensure that effective and appropriate reporting systems in place wil, In particular, assure the
Board that proper financial, opetational, compliance and risk management cordrols function
adequately;

» Report to shareholders:

Board Coinposition

The composition of the Board shall be defermined In accordance with tha following principlas and

guicielines:
o The Board sholl comprise atf least 3 Discton, increasing where additional expertlse is
considerad desirable in cértaln araas.
» The Board should not cormprise a rmagjorty of executiva Directors,
» Directors should bring characterlstics which allow < mix of qualifications, skils and experence
poth natlonally and intemationally.

The Board will review Its composition on an annual basis to ensure that it has the appropriate mix of
expertise and experience. When g vocancy exists, for whatever reason, or wheare it is considared thot
the Board would banefit from the services of a new director with particular skiils, the Board will select
approprate candidates with relevant qualifications, skl and experience. External acdvisers may be
used to assist in such a process. The Board will then appoint the most sultatle candidate who must
stand for elaction at the next genaral meating of shareholdars.

Tha terms and conditions of the appolntment and retiremeant of Directors will be set out in o leften of
appoiniment which covers remuneration, expectations, temms, the procedures for dealing with
conflicts of infarest and the avallability of independant professtonal advice.

The pedorrance of all Directon will be reviewad by the Chaimnan each year. Directors whose
perfermance i unsatisfactory will be asked 1o retire.

Board Waorkings

The Board meets of least ten fimes a yedr 1o consider the busingss of Gunson, s financial perfornance
and other operational issues,

With the gpproval of the Chaimnan, any directos can seek Independent advice, ot Gunson's expense.
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The Boord will review the remuneration and policles applicable fo Non Executive Diractors and the
Managing Director on an annual basis.  Remuneration levels will be compaetitively set to attract the
rmost quailfled and sxperenced Directars and senlor executives,  Wheate necessary the Boord wil
obtain independent advice on the approprictenaess of remunaration packages.

Board Commiiteas

The Board where appropriote may establish a number of committeas 1o assist it carrying out Us
raspongitiities in on effective and efficlent marner,

Audit Committae

An Audit Committee i to be esfablished ¢ soon as mining activities are instigated and In tha
meantime the Board witt perfotm this function. The role of the Committes Is to provide ¢ direct Hink
batwaen the Board and the externdgl guditors,

It will aiso give the Board of Directors additional assuronce regarding the guallty and reilability of
financlal information prapared for use by the Bocrd In determining policies or for Inglusion in flnancial
statemenits.

The responsibliitles of the Audit Committee will include:

*  monitoring cormpliances with regulatory requirernents;

»  rproving the guality of the accounting function;

= reviewing external audlt reports to ensure that where major deficlencles or breakdowns in
controls or rocedures have been ldentifled, appropriate and prompt rermedial octlon is ¥aken
by managermeant:

= lalsing with external auditors and enswing hot the annual qudit and half-year review are
conducted In an effective monner.

Thea Audit Commitea wil review the performance of the ademal ouditors on on annual bBasis and
maeat with them af least twice during the year. Nomination of auditors will be ot the discretion of the
Committee.

Business Rigks

Tne Boord will monitor and receive advice on areas of oparational and financial risk, and consider
strateglas for appropticte risk managernent arangements,

Speciiic amas of sk Wentifled Imitlally and which will be regularly considered ot Board mestings
includle sovereign rsk, foreign cutrancy and commaodity price fluctuatians, performonce of activities,
hurman resowrces, the environment, stotutory complicance and continuous disclosure obligations.

Ethical Standarcts

All Diractors, executives and employeas are charged with tha responsibility to act with the utmost
integriry and otyjectivity, stiving af all fimes to enhance theé reputation and performancea of the
Cormpany.
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