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MIDAS RESOURCES LIMITED
And its Confrolled Entities

DIRECTORS’ REPORT
The directors present their report together with the financial report of Midas Resources Limited (“the
Company”) aad of the consolidated entity, being the Company and its controlled entities, for the year ended
36 June 2006 and the auditor’s report thereon.

1. DPIRECTORS

The directors at any time during or since the end of the financial year are:

D Boyer Director since 16 November 2600
T Streeter Director since 22 June 2001
G Balfe Director appointed 10 August 2004

D. Don Boyer —-Chairman
BSetHons), CPGeo, FAIMM, MAIG, MAICD

Mr Don Boyer is a geologist and resource company manager with more than 35 years experience in gold
and base metals exploration and management of resource projects in Ausiralia and overseas, and co-
founder of Midas.

He has considerable experience in exploration management, proiect managemeni and assessment,
feasibility studies and development analysis. His experience includes responsibility for technical
operations from project acquisition through discovery to production and has been mstrumental in the
listing of a number of successful juaior exploration companies.

Mr Boyer was Managing Director of Gili-Edged Mining NL, from its listing in 1996 until the successful
take-over of that company by Goldfields Limited in 2000 after the discovery of in excess of 1 million
ounces of gold at East Kundana, resulting in significant wealth creation for shareholders.

Mr Boyer has held management positions in various companies including MIM Holdings Limited’s
exploration division, a subsidiary of the French group COGEMA, and a number of lisied Australian
resource companies.

Geoffrey (Geoff) D Balfe - Managing Director
B.App.Geol., MAIMM

Geoff is a qualified geologist with more than 30 years experience in Australia and overseas in the
management and operation of major exploration and evaluation projects. Geofl's extensive experience
within Australia and overseas includes senior exploration management roles with MPI (10 years), ACM-
Normandy (7 vears} and AMAX, in addition to consultancy roles. His impressive track record includes
direct involvement in the discovery and development of nickel ore bodies at Silver Swan and Forrestania in
Australia, and of gold deposits in Turkey and Nevada (USA). He has also held board positions in the
subsidiaries of a number of resource companies, including MPI and ACM.

Terry Streeter — Non-Executive Director

Mr Terry Sireeter is a Perth-based businessman and investor with long involvement in the exploratioa and
mining indusiries.
He has been involved with the aickel sulphide industry since 1970 and provides the Board and shareholders
with many vears of experience in funding, lHsting and overseeing junior explorers in ali exploration and
economic cycles.
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DIRECTORS’ REPORT (continued)

2. PIRECTORSHIPS OF OTHER LISTED COMPANIES

Directorships of other listed companies held by directors in the 3 years immediately before the end of the

financial year are as follows:

Name Company

Don Boyer Bass Metals Lid
Western Areas NL
Ausiraiia Mines Limited

Geoff Balfe Red River Resources NL

Terry Streeter Western Areas NL

Fox Resources Limited

Peried of Directorship
August 2004 — current
March 2600 — August 2006
September 2000 — May 2004

31 August 20604 — current

December 1999 — current
June 2005 — current

Jubilee Mines NL 1993 — May 2604

3. COMPANY SECRETARY

Mr Phitlip Macleod was appointed to the position of company secretary in January 2064, Mr MacLeod
has over 18 years commercial experience and has held the position of company secretary with listed public
companies since 1995,

4. DIRECTORS’ MEETINGS

The number of Directors’ meetings held and the number of meetings atiended by each of the Directors of
the Company during their term in office in the financial year is as foliows.

Director Meetings held Meetings attended
Mr D Boyer 7 7
Mr T Streeter 7 7
Mr G Balfe 7 7

The Company does not have any committees. Matlers usually considered by an audit, remuneration or
nomination commitiee were dealt with by the directors during regular Board meetings.
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DIRECTORS’ REPORT (continued)

5. REMUNERATION REPORT
5.1 Principals of compensation (audited)

Remuneration levels for key management personnel and other staff of the consolidated entity are
competitively set to aitract and retain appropriately qualified and experienced persomnel.  Staff
remusaeration is reviewed in January each year.

All non-executive directors receive a fixed directors” fee. The aggregate amount of directors’ fees payable
by the Company must be presented for approval to the shareholders in general meeting. This was done at
the 2001 annual general meeting and has rot been changed since.

Two of the current directors were issued with options in 2001 in order to create a cost effective incentive
for them to build and establish the Company in its early years. These options lapsed during the financial
period. The number of options issued is disclosed elsewhere in the Directors” Report and in the notes to the
financial statements.

The Managing Director is employed on normal commercial terms by the Company. Currently the cash
component of remuneration is not dependeni on the satisfaction of any performance condition. The
Managing Director was granted 1,000,000 options in the prior year. 750,000 of those options have are
performance based with the options only being exercisable on the Company’s share price reaching
prescribed fevels.

The Managing Director is further remuneraied by the issue of incentive options and performance based
options that become exercisable once the share price has achieved certain threshold levels. The
performance conditions of the options granted were set at the time Mr Balfe was employed to provide an
incentive 1o increase the value of shareholder investimests on similar terms to the previous Managing
Dhrector whilst taking into aceount prevailing market conditions and the Company’s expected future
direction. The Company’s share price is monitored to determine if the performance conditions are met.

The Company has a management services agreement in place with BERM, a company associated with Mr
Don Boyer. If the agreement is terminated by the Company, the Company shall be liable to pay o BERM
$206,600 or if that amount exceeds the amount permissible under Section 237 {6) of the Corporations Act,
such lesser amount as is permiited under that section. Other than the incentive and perlormance based
options issued to the Managing Director, and the initial grant of options fo directors in 2001 there are no
other items of contingent remuneration o directors.



MIDAS RESOURCES LIMITED
And its Confrolled Entities

DIRECTORS’ REPORT (continued)

5.2 Directors’ and senior executives’ remuneration (audited)

Details of the nature and amount of each major element of the remuneration of each of the directors of the
Company and consolidated entity and named executives of the Company and consolidated entity receiving
the highest remuneration are:

Primary Post- Equity Proportion Valae of
employ- Compen- of reman- options as
ment sation eration propoertion
- perform- of remun-
Salary & Super- ance related eration
fees anngation Options Total
benefits %o Ys
8 $ 3 b
Direcfors
Non-execuifve
Mr T Streeter 20606 25,600 2,250 - 27,250 - -
20065 25,000 2,250 - 27,250 - -
Mr D Boyer (1) 2006 96,088 3,150 - 09,238 - -
20065 89,850 3,150 - 93,600 - -
Executive
Mr G Balfe 2006 178,000 16,620 - 194,620 - -
20065 136,705 11,628 12,122 163,455 4.5% 7.4%
Fotal, all specified 2006 296,088 21,420 - 320,508
directors 2005 254,553 17,028 12122 283,705
Lxecutives
Mr P Macl.eod 2006 61,974 - - 61,974 - -
{Company Secretary) 2005 46,570 - - 46,5790 - -
Total key management 2006 361,062 21,420 - 382,482
personnel of the 2005 301,125 17,628 12,122 330,275

Company and
consolidated entity

{11 Fees for consulting services paid to an entity associated with Mr Bover include the sem of $6,000 (2003: $6,000) paid for the
provision of equipment and use of geological software.

5.3 Value of options to directors (audited)

The value attributabie to the Equity Option is caleulated using the Black Schoeles Model. No cash has been
paid fo the individuals. This value is based upon the following inputs and assumptions:

a) share issue price of 12 cents at grant date;

by an estimated volatility factor of 82.9%;

¢} option exercise prices;

d)  arisk free rate of 5.13%; and

£) a term to expiry of 22.4 months (1 December 26086)

The value of Opticns will only be realised if and when the market price of the Company shares, as quoted
on the Australian Stock Exchange, meets the performance criteria and rises above the Exercise Price of the
options. Further details of the options are contained in the section Share Options below.
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5.4 Options and rights over equity instruments granted as compensation {audited)

No options were granted 1o director’s or senior executives during the financial year. No options have been
issued subseguent to the end of the financial year to the date of this report.

During the last financial year, the Company granted 250,600 incentive options and 750,000 performance
options over unissued ordinary shares to Mr G Balfe during the financial year, following approval by
shareholders pursuant to a meeting held 20 January 2005 {grant date).

The terms of the options granted 1o Mr Balfe are:

Director Expiry Date Exercise Number of  Fair value
price shares per option
Mr G Balfe — Incentive I Dec 2006 $6.20 256,000 $6.019

Mr (G Balfe — Managing Director
Performance

Series one 1 Dec 2006 $0.25 256,000 $0.013
Series two 1 Dec 2006 $6.30 256,000 $6.009
Series three I Dec 2006 $0.35 256,000 $0.007

The Managing Director’s Performance options have the following additional terms and conditions;

»

»

»

The options exercisable at $0.25 can only be exercised if the share price is at or above $0.30 for
five congecutive days;

The options exercisable at $0.30 can only be exercised if the share price is at or above $0.35 for
five congecutive days;

The options exercisable at $0.35 can only be exercised if the share price is at or above $0.40 for
five congecutive days;

The options will lapse if not exercised within 30 days of the expiry or termination of the contract of
employment between the Company and My Balfe; and

The options are not quoted on the Australian Stock Exchange.

The options vested immediately on issue.

There were no other options granted to direciors or senior executives of the Company during the year as
part of their remuseration.
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6. SHARE OPTIONS

Unissued shares under option

At the date of this reporl unissued ordinary shares of the Company under option are:

Expiry Date Exercise Number of
price shares

Managing Director’s lacentive Opitions 1 Dec 2066 $0.20 256,000
and Performance Options

Series one 1 Dec 2066 $0.25 256,000

Series two I Dec 2006 $0.30 256,000

Series three I Dec 2086 $0.35 256,000
Employee Optioas 24 Nov 2008 $0.20 450,000
{granted under Employee option scheme)
Listed Options 1 Dec 2006 $0.25 21,186,482
Total share options on issue 22,636,482

These options do not entitle the holder 10 participate in any share issue of the Company or any other body
corporate.

Share options lapsed

The following options lapsed or expired during the financial year.

Expiry Date Exercise Nuisniber of
price shares
Original promoter and seed investor options I March 2066 $0.20 10,205,145
Incentive options issued to directors 31 Dec 2005 $0.20 850,000
Options issued to retired directors 31 Dec 2005 $0.20 360,060
Employee Optioas 24 Nov 2008 $0.20 660,000
12,015,145

Shares issued on exercise of options

The Company has not issued any ordinary shares as a result of the exercise of options during or siace the
end of the {inaacial year.
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7. AUDIT COMMITTEE

The Company and its Board are not of a size that justifies having a separate Audit Committee. Matters
typically dealt with by an Audit Committee are dealt with by the full Board.

8. PRINCIPAL ACTIVITY

The principal activity of the consolidated entity during the course of the financial year was mineral
exploration in Australia, USA and the Peoples Republic of China.

9. RESULTS OF OPERATIONS

The consolidated entity made a loss for the period of $1,962,983 (2005: foss $1,160,215).

16. BIVIDENDS

No dividends were paid or declared by the Company during the financial year.

1i. EVENTS SUBSEQUENT TO BALANCE DATE

On 7 September 2006, the Company announced a renounceable rights issue to raise approximately $3.02
million before the costs of the issue. The rights issue offers one new share with one free attaching option
for every two shares held at an application price of 6 cents per share. The free attaching options have an
exercise price of 10 cenis each and expire 30 September 2609, The rights issue is fully underwritien by
Patersons Securities Limited.

The Company issued 3,000,000 fully paid ordinary shares at 7 cents each in a placement during August
2006 to raise $210,000.

Two directors have provided addition funds of $150,000 by way of unsecured loans 1o the Company. The
terms of the loans are the same as existing loans with those directors.
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12, LIKELY DEVELOPMENTS

The Company will continue planaing and executing exploration work on its existing projects in Australia,
Alaska and China as well as projects under review in those countries during the {inancial year.

13. DIRECTORS’ INTERESTS

The relevant interest of each director in the shares and options of the Company as aotified by the directors

to the Ausiralian Stock Exchange in accordance with S205G(1) of the Corporations Act 2001, at the date of
this report is as follows:

Director Ordinary shares Opiions over ordinary shares
Mr D Boyer 2. 777,794 117,500
Mr T Streeter 16,709,343 949,074
Mr (G Balfe 200,600 1,000,600

14. ENVIRONMENTAL REGULATEONS

In the course of its normal mining and exploration activities the congolidated entity adheres io eavironmential
regulations imposed on it by the various regulatory authorities, particularty those regulations relating to ground
disturbance and the protection of rare and endangered flora and fauna. The consolidated entity has complied
with all material environmental requirements up to the date of this report. The board believes that the
consolidated entity has adequate systems in place for the masagement of its environmental requirements and is
not aware of any breach of these enviroamental requirements as they apply to the Company.

15. INDEMNIFICATION OF OFFICERS AND AUDITORS

The Company has entered into Brirector and Officer Proiection Deeds (Deed) with each Director and the
Company Secretary (officers). Under the Deed, the Company indemnifies the officers to the maximum extent
permitted by faw and the Constitution against legal proceedings, damage, loss, liability, cost, charge, expense,
outgoing or payment (including legal expenses on a solicitor/client basis) suffered, paid or incurred by the
officers in connection with the officers being an officer of the Company, the employment of the officer with
the Company or a breach by the Company of its obligations under the Deed.

Also pursuant to the Deed, the Company must insure the officers against liability and provide access to all
board papers relevant 1o defending any claim brought against the officers in their capacity as officers of the
Company.

The Company has paid insurance premiums during the year ia respect of Hability for any past, present or future
directors, secretary, oflicers and employees of the Company or related body corporate. The insurance policy
does not contain details of the premium paid in respeet of individual officers of the Company. Disclosure of
the nature of the liability cover and the amount of the premium is subject 1o a confidentiality clause uader the
insurance policy.

The Company has not provided any insurance or indemaification for the Auditor of the Company.

-8-
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16. NON-AUDIT SERVICES

During the year KPMG, the consolidated entity’s auditor, has performed certain other services in addition
1o their siatutory duties.

The Board has considered the non-audit services provided during the year by the auditor and has resolved
that it is satisfied that the provision of those non-audit services during the year by the auditor is compatible
with, and does not compromise, the auditor independence requirements of the Corporation Act 2001, The
anon-audit services provided did not undermine the general principles relating to auditor independence as set
out in Professional Statement Fl Professional independence, as they did not involve reviewing or auditing
the auditor’s own work, acting in a management or decision making capacity for the Company, acting as an
advocate for the Company or jointly sharing risks and rewards.

Details of the amounts paid to the anditor of the Company and consolidated entity, KPMG, and its related
practices for audit and non-audit services provided during the year are set out below:

Audit and review of financial reporis (KPMG Australia) $29.072
Taxation compliance services (KPMG Australia) $ 3,450
$32.522

17. LEAD AUDITOR’S INDEPENDENCE DECLARATION UNDER SECTION 307C OF THE
CORPORATIONS ACT 2001

The fead suditor’s independence declaration is set on page 10 and forms part of the directors’ report for the
financial year ended 30 June 2606.

18. SIGNIFICANT CHANGES IN STATE OF AFFAIRS

During the financial year the Company issued 27,469,480 fully paid ordinary shares in placements to
sophisticated investors and directors. The Company’s contributed equity increased by $2,196,719 from the
funds raised net of costs. A further 3,000,000 shares were issued in placement subsequent to vear end to
raise $216,000.

In the opinion of directors, other than that disclosed elsewhere in this report, there were no other significant
changes in the state of affairs of the Company and consolidated entity that occurred during the financial
year under review.

This report is made with a resolution of the direciors:

{ Balfe

Director

Perth

Dated 29 September 2006



Lead Auditor’s Independence Declavation under Section 307C of the Corporations Act 2001

To: the directors of Midas Resources Limited

I declare that, to the best of my knowledge and belief, in relation to the audit for the financial
vear ended 30 June 2006 there have been:

{i) 110 contraventions of the auditor independence requirements as set out i the
Corporations Act 2001 in relation to the audit; and

(it} no contraventions of any applicable code of professional conduct in relation to the audit.

ff;ﬁff?g.--

TR Hart”
Parther

Perth

Date: A9 &Vﬁémé@” Jooé

Pl inne el
MRV



MIDAS RESOURCES LIMITED
And its Confrolled Entities

INCOME STATEMENTS

FOR THE YEAR ENDED 36 JUNE 20606

Consolidated The Company
Note 2006 2005 2006 2085
Y $ Y s

Gain on sale of tenements 62,500 - 62,500 -
Marketing expenses {117,534} {65,607 {109,662} {65,607)
Exploration expenditure written off {452,110) {81,670) 452110 {81,670)
Administrative expenses {493,155} (493,957) {431,406} (493,283)
Project generation {786,895} (510,003) {157,876} (387,387)
lmpairment of inteccompany loans - - (2,361,963) (113,183)
Occupancy expenses (43,734} {37,959) (37,296} {37.959)
Depreciation (10,365} {15,365) (10,365} {15,365
Rehabilitation expenses {50,000) - {30,000) -
Other (43,2903 (7.879) {43,290} (7.879)
Result from operating activifies 2 (1,934,583  {1,212,440) (3,590,868} (1,202,333
Financial income 25,805 52,225 16,172 42228
Financial expenses {54,203) - {54,205) -
Net financing costs 3 (28,4003 52,225 (38,033} 42,228
Loss before fax (1,962,983 (1,160,215) (3,628,901}  (1,160,105)
Income tax benefit 6 - - - -
Laoss for the year (1,962,983}  (1,160,215) (3,628,901} (1,160,103)
Adiributable fo:

Equity holders of the parent (1,979,977y  {1,143,221)  (3,628,901y  {1,160,105)
Minority inlerest 16 16,994 {16,994) - -
Loss for the Year (1,962,583 (1,160G,215) (3,628,901  (1,160,2G5)

Earning per share attributable fo ordinary

equity holders of the Company:

Basic loss per share 5{b) (2.3%ycenis  {1.72) cents
Potential ordinary shares are considered anti-

dilutive, therefore, diluted EPS is the same as

basic EPS.

The income statements are (0 be read in conjunction with the accompanying noies.

-1% -



MIDAS RESOURCES LIMITED
And its Confrolled Entities

BALANCE SHEETS

AS AT 306 JUNE 2006
Consolidated The Company
Note 2086 2805 2006 2005
s $ $ Y
Current Assefs
Cash and cash equivalents 7 1,183,547 701,242 221,820 624,919
Trade and other receivables 8 38,135 17.233 33,450 17,233
Other financial assets G 419,082 284,090 240,800 284,090
Total current assets 1,640,764 1,002,565 496,070 926,242
Non cuarrenf assefs
Other financial assets 9 2 2 23,009 76,433
Plant & equipment 1G 24,431 12,208 24,192 12,268
Exploration and evaluation expenditure 11 8,426,779 7,916,537 7,875,997 7.916,537
Total non current assets 8451212 7,928,747 7,523,198 8,005,178
Total assels 10,091,976 8931312 8419268 8,931,420
Current liabiities
Trade and other payables 12 179,991 101,961 173,092 101,961
Interest bearing loans and borrowings 13 754,203 - 754,203 -
Provisions 14 50,000 - 56,0060 -
hher 15 - 10,000 - 10,000
Total current liabilities 984,154 111,961 077,295 111,961
Tofal Habilities 984,154 111,961 077,295 111,961
Net assets 9,107,782 8,819,351 7,441,973 8,819,459
Equity
lssued capital 17 13,368,754 11,172,036 13,368,754 11,172,035
Reserves 18 279,453 224,757 279,453 224,757
Retained losses £4,540,425)  (2,560448)  (6,206,234) (2,577,333
Total equity atiribufable {o equity holders
of the parent 9,107,782 8,836,345 7,441,973 8,819,459
Minority interests 16 - {16,994) - -
Total equity 9,107,782 8,819,351 7,441,973 8,819,459

The balance sheets are to be read in conjunction with the accompanying notes.

-12 -



MIDAS RESOURCES LIMITED
And its Confrolled Entities

STATEMENTS OF CASH FLOWS

FOR THE YEAR ENDED 30 JUNE 2006

Cash flows from operating activities
Interest received

Cash paymeats in the course of operations
Net cash used in operating activities

Casth flows from invesiing activities
Proceeds from sale of mineral exploration
projects

Exploration expenditure

Payments Tor controlled entities

Payment of loans to controlled entities {net)
Payments for evaluation of new projects

Payment of deposit Tor registration of controlled

entity
Payments for purchase of fixed assets
Net cash used in investing activities

Cash flows from financing activities
Proceeds from borrowings

Repayment of borrowings

Proceeds from issue of shares

Costs of capital raising

Nef cash from by financing activities

Net {decrease} in cash and cash equivalents
Cash and cash equivalents at 1 July
Cash and cash equivalents at 38 June

Consolidated The Company
Note 2806 2005 2006 2005

$ $ s h]
23,805 52,225 16,172 42,228
(542,602} {493,355) (468.159) (492,680)
23{a) {516,797} (441,130) (451,987) (450.452)
52,500 105,000 52,560 105,000
{962,352} (678.470) (411,570) (678,470)
- - - {168)
- - {2,308,536) (189,509)
{786,895} (5106,003) (157.876) (387.387)
{178,282} - - -
(22,588} (7,725) £22,349) (7.,725)
(1,897,617  {1,091,198)  {2,847.831) (1,158,199
1,400,600 - 1,406,060 -
{700,000} - {7006,060) -
2,229,639 1,190,104 2,225,039 1,196,104
(32,320} £71,405) £32,320) {71,403)
2,896,719 1,118,699 2,896,719 1,118,699
482,305 £413,629) {403,099} {(489.,952)
761,242 1,114,871 624,919 1,114,871
7 1,183,547 701,242 221,820 624,919

The statements of cash flows are to be read in conjunction with the accompanying notes.

-13 -



Consolidated

Balance at 1 Jaly 2004
Loss for the year

Share based payments
Shares issued

Costs of share issue
Balance at 1 Jualy 2005
Loss for the year
Equity settled transactions
Shares issued

Costs of share issue
Share based payments

Balance at 36 June 2006

MIDAS RESOURCES LIMITED
And its Controlled Entities

STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 30 JUNE 2006

Share Share based Option Retained Teotal Minority Total equity

capifal payment reserve earnings interest
reserve

10,053,337 - 260,060  (1,417,227) 8,836,110 - 8,836,118

- - - (1,143.221) (1,143,220 (16,994 (1,160,215}

- 24,757 - - 24,757 - 24,757

1,196,104 - - - 1,190,104 - 1,190,104

(71,406) - - - {71.,406) - (71,406

11,172,635 24,757 260,060  (2,560,448) 8,836,344 (16,994) 8,819,351

- - - (1979977 (1,979.977) 16,994 (1,962,983)

700,600 - - - 700,006 - 700,600

1,529,039 - - - 1,529,039 - 1,529,039

{32,320y - - - (32,326 - (32,320

- 54,696 - - 54,696 - 54,696

13,368,754 79,453 260,060 (4,540,425 9,107,782 - 9,107,782

- 14 -



Company

Balance at 1 Jaly 2004
Loss for the year

Share based payments
Shares issued

Costs of share issue
Balance at 1 Jualy 2005
Loss for the year
Equity settled transactions
Shares issued

Costs of share issue
Share based payments

Balance at 36 June 2006

MIDAS RESOURCES LIMITED
And its Controlled Entities

STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 30 JUNE 2006

Share Share based Option Retained Teotal Minority Total equity

capifal payment reserve earnings interest
reserve

10,053,337 - 260,060  (1,417,227) 8,836,110 - 8,836,118

- - - (1,160,106)  (1,160,106) - (1,160,106}

- 24,757 - - 24,757 - 24,757

1,196,104 - - - 1,190,104 - 1,190,104

(71,406) - - - {71.,406) - (71,406

11,172,635 24,757 260,060  (2,577,333) 8,819,459 - 8,819,459

- - - (3,628901) (3,628,900 - (3,628,901

700,600 - - - 700,006 - 700,600

1,529,039 - - - 1,529,039 - 1,529,039

{32,320y - - - (32,326 - (32,320

- 54,696 - - 54,696 - 54,696

13,368,754 79,453 260,060  (6,206,234) 7,441,973 - 7,441,973

-15-



(a)

(b}

MIDAS RESOURCES LIMITED
And its Confrolled Entities

NOTES TO THE FINANCIAL STATEMENTS
SIGNIFICANT ACCOUNTING POLICIES

Midas Resources Limited (the “Company™) is a company domiciled in Ausiralia. The consolidated
financial report of the Company for the financial year ended 30 June 2006 comprises the Company
and iis subsidiaries (together referred to as the “consolidated entity™).

The consolidated financial report was agthorised for issue by the directors on 29 September 2006,

Statement of compliance

The financial report is a general purpose financial reporl which has been prepared in accordance with
Australian Accounting Standards, Urgent Issues Group Iaterpretations adopted by the Australian
Accounting Standards Board (“AASB™) and the Corporations Act 2001, International Financial
Reporting Standards (“IFRS”) form the bases of Australian Accounting Standards adopted by the
AASB, and for the purpose of this report are called Australian equivalents to [FRS (“AIFRS™), to
distinguish from previous Australian GAAP. The financial reporis of the consolidated eniity and the
Company also comply with IFRSs and interpretations adopted by the International Accounting
Standards Board.

This is the consclidated entity’s first financial report prepared in accordance with Australian
Accounting Standards, being AIFRS and IFRS, and AASB | First-Time Adopiion of Austrafion
Equivalents to International Financial Reporting Standards has been applied. An explanation of
how the fransition 1o AIFRS has affected the reported financial position, financial performance and
cash {lows of the consolidated entity and the Company is provided in note 26.

The consolidated financial statements and notes of Midas Resources Limited alse comply with
IFRSs and isterpretations adopied by the International Accounting Standards Board. The parent
financial statements and notes do not comply with 1FRSs as the Company has elected to apply the
relief provided to parent entities by AASB 132 Financial Instruments: Presentation and Disclosure in
respect of certain disclosure requirements.

Basis of preparation
The financial report is presented in Australian dollars.

Judgements made by management in the application of Australian Accounting Standards that have a
significant effect oa the financial report are discussed ia note{p).

The following standards and amendments were available for early adoption, but have not been
applied by the consolidaled entity in these financial statements:
= AASB 119 Employee Benefits {December 2004) (i)

= AASB 2004-3 Amendmenis to Australian Accousting Standards (December 2064) amending
AASB 1 First time Adoption of Australian Equivalenis to International Financial Reporting
Standards {July 2004), AASB 10] Presentation of Financial Statements and AASB 124 Related
Party Disclosures {if)

= AASB 2005-1 Amendments to Ausiralian Accounting Standards (May 2005} amending AASB 139
Financial Instruments: Recogaition and Measurement (ii)

* AASB 2005-3 Amendmests to Ausiralian Accounting Standards (June 2005) amending AASB 119
Employee Benefits (either July or December 2004) (it)
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MIDAS RESOURCES LIMITED
And its Confrolled Entities

NOTES TO THE FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES {continued)

(b}

Basis of preparation {cont.)

+ AASB 2005-4 Amendmests to Ausiralian Accounting Standards (June 2005) amending AASB 139
Financial 1asirumenis: Recognition and Measurement, AASB 132 Financial Instruments: Disclosure
and Presentation, AASB | First-time Adoption of Australian Equivalents to 1nternational Financial
Reporting Standards (July 2004), AASB 1023 General Insurance Contracts and AASB 1038 Life
Insurance Contracts (ii)

* AASB 2005-5 Amendments to Australian Accounting Standards (June 2005) amending AASB 1

First time Adoption of Australian Equivalents 1o International Financial Reporting Standards (July
2004), and AASB 13% Financial Instruments: Recognition and Measurement {ii)

* AASB 2005-6 Amendmenis to Australian Accounting Standards {June 2065) amending AASB 3
Business Combinations (i)

+ AASB 20066-1 Amendments to Australian Accounting Standards (January 2606) amending AASB
121 The Effecis of Changes in Foreign Exchange Rates (July 2064) (i)

» UIG 4 Determining whether an Arrangement contains a Lease (i)

« UIG 5 Rights to Interests arising from Decommissioning, Restoration and Eavironmenial
Rehabilitation Funds (i)

« UG 7 Applying the Restatement Approach under AASB 129 Financial Reporting in
Hyperinflationary Economies {ii)

» UIG 8 Scope of AASB 2 (i)
+ UIG 9 Reassessment of Embedded Derivativescope of AASB 2 (i)

* AASB 7 Financial instruments: Disclosure (August 2005) replacing the presentation requirements
of financial instruments in AASB 132. AASB 7 is applicable for annual reporting periods beginning
on or afler 1 January 2067.

+ AASB 2005-9 Amendments to Australian Accounting Standards (September 2005) requires that
liabilities arising from the issue of financial guarasntee coniracts are recognised in the balance sheet.
AASB 2005-9 is applicable for annual reporting pericds beginning on or after | January 2006 (i)

+ AASB 2805-10 Amendments fo Australian Accounting Standards {September 2003) makes
consequential amendments to AASB 132 Financial Instruments: Disclosures and Presentation,
AASB 101 Presentation of Financial Statemenis, AASB 114 Segment Reporting, AASB 117 Leases,
AASB 133 Earnings per Share, AASB 139 Financial Instruments: Recognition and Measurement,
AASB | Fisst-time Adoption of Australian Equivalents to International Financial Reporting
Standards, AASB 4 1nsurance Coatracts, AASB 1023 General Insurance Contracis and AASB 1038
Life 1asurance Contracts, arising from the release of AASB 7. AASB 2065-10 is applicable for
annual reporting periods beginaing on or afier 1 January 2007,

(i} Adoption of these standards is not expected to have an impact on the financial resuits of the
Company and the consolidated eatity as they are concerned only with disclosures.

(ify These standards/amendments are not relevant to the Company or the consolidated entity.
(i) Adoption of these amendments and interpretation is not expected 1o have any impact.

The consolidated entity plans to adopt the above standards, amendments and interpretations when
they become effective.
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MIDAS RESOURCES LIMITED
And its Confrolled Entities

NOTES TO THE FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES {continued)

(b}

Basis of preparation (cont.)
The financial report is prepared on the historical cost basis excepi that available for sale financial
asseis are stated at their fair value.

The preparation of a financial report in conformity with Australian Accounting Standards requires
management to make judgements, estimates and assumptions that affect the application of policies
and reported amounts of assets and Habilities, income and expenses. These estimates and associated
assumptions are based on historical experience and various other factors that are believed to be
reasonable under the circumstances, the results of which form the basis of making the judgements
about carrying values of assets and liabilities that are not readily apparent from other sources. Actnal
results may differ from these estimates. These accounting policies have been consistently applied by
each entity in the consolidated entity.

The estimates and underiying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the revision
affects only that period, or in the period of the revision and future periods if the revision affects both
current aad future periods.

The accounting policies set oul below have been applied consistently to all periods presented in the
consolidated financial report and i prepariag an opening AIFRS balance sheet at 1 July 2064 for the
purposes of the transition 10 Australian Accounting Standards — ATFRS.

The accounting policies have been applied consistently by all entities in the consolidated entity.

Going Concern

The consolidated entity incurred losses of $1,962,983 during the year ended 30 June 2006 (2005:
$1,160,215) and at that date had working capital of $478,288 (2605: $890,604). The financial
statements have been prepared on a goiag concern bagis, which contemplates continaity of normal
business activities and the realisation of assets and extinguishment of liabilities in the ordinary
course of business. The Company’s directors are confident this basis is appropriate. The
consolidated entity tenement expenditure commitments can be varied by relinguishing tenements or
obtaining exemptions. A loan of $204,000 (pius an additional $100,000 subsequent to year end)
from a director can be repaid be conversion to equity with shareholder approval. Approval for the
conversion s planned to take place at the Annual General Meeting to take place in November 2006.
The Company is confident that this approval will be granted.

Subseguent 1o year-end, the Company is undertaking a renounceable rights issue to raise
approximately $3.02 million before the costs of the issue. The rights issue offers one new share with
one free attaching option for every two shares held at an application price of 6 cents per share. The
free attaching options have an exercise price of 16 cents each and expire 30 Sepiember 2009. The
rights issue is fully underwritten by Patersons Securities Limited. The underwriting agreement may
be terminated with the usual and appropriate events if the underwriter considers there wili be a
material adverse affect on the issue including a 10% or more fall in the All Ordinaries index or the
outbreak or material escalation of hostilities in designated regions. If the underwriter withdraws the
full amount of the raising may not be achieved and the Company and consolidated entity’s
expenditure plans and commitments wiil be reduced accordingly.

The Company also has shareholder approval to place up to 30 million shares by 20 October 2006 at a
price determined by ASX listing rules.
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MIDAS RESOURCES LIMITED
And its Confrolled Entities

NOTES TO THE FINANCIAL STATEMENTS

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES {contintued)

(¢)

(d)

(e)

Basis of consolidation

Subsidiaries

Subsidiaries are entities controlled by the Company. Control exists when the Company has the
power, directly or indirectly, to govern the financial and operating policies of an esntity so as 1o
obtain benefits from iis activities. In assessing control, potential voting rights that presently are
exercisable or convertible are taken into account. The financial statements of subsidiaries are
inciuded in ihe consolidated financial statements from the date that conirel commences until the date
that conirel ceases.

Investments in subsidiaries are carried at their cost of acquisition in the Company’s financial
statements.

Joint veniures

Joint ventures are those entities over whose activities the Company and consolidated entity has joint
conirol, established by contractual agreement. The interest of the Company and consolidated entity
in unincorporated joint ventures and jointly controlled assets are brought fo account by recognising
in its financial statements the assets it controls and the Habilities that it incurs, and the expenses it
incurs and its share of income that it earns from the sale of goods or services by the joint venture.

Transactions eliminated on consolidation
Intragroup balances, and any usnrealised gains and losses or income and expenses arising from
infragroup iransaciions, are eliminated in preparing the consolidated financial statements.

Foreign currency

Transactions in foreign cusrencies are translated at the foreign exchange raie ruling at the date of the
fransaction. Monetary agsets and Habilities denominated in foreign currencies at the balance sheet
date are transiated to Australian dollars at the foreign exchange rate ruling at that date. Foreign
exchange differences arising on translation are recognised in the income statement. Non-monetary
assets and liabilities that are measured in terms of historical cost in a foreign currency are translated
gsing the exchange rate at the date of the transaction. Noa-monefary assets and liabilities
denominated in foreign currencies that are stated at fair value are translated to Australian dollars at
foreign exchange rates ruling at the dates the fair value was determined.

The assets and liabilities of foreign operations, including fair value adjustments arising oa
consolidation, are translated to Ausiralian dollars at foreign exchaage rates ruling at the balance
sheet date. The revenues and expenses of foreign operations are translated to Australian dollars at
rates approximating the foreign exchange rates ruling at the dates of the transactions. Foreign
exchange differences arising on retranslation are recognised directly in a separate component of
equity.

Plant & equipment
ftems of plani and equipment are stated at cost less accumulated depreciation {see below) and
impairment losses (see accounting policy (h)).

Depreciation is charged 1o the income statement on a straighi-fine basis over the estimated uaseful
lives of each part of an item of plant and equipment. The estimated usseful lives in the current and
comparative periods are as follows:

{iy  plant and equipment 310 4 years
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NOTES TO THE FINANCIAL STATEMENTS

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES {contintued)

L)

(®)

(1)

Investments in equity secarities

Current accounting policy

Financial instrements held for irading are classified as current assefs and are stated at fair value, with
any resultant gain or loss recognised in the income statement. The consolidated entity has not
designated any other financial assets or Habilities as measured at fair value through profit or loss.

The fair value of financial instruments classified as held for irading is their quoted bid price at the
balance sheet date.

Financial instruments classified as held for frading investments are recognised/derecognised by the
consolidated entity on the date it commits to purchase/sell the investments.

Comparative period policy
Envestments in other listed entities and other unlisted entities are measured at the lower of cost and
recoverable amount.

Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits with an original maturity of
three months or less. Bank overdrafs that are repayable on demand and form an integral part of the
consolidated eatity’s cash management are included as a component of cash and cash equivalents for
the purpose of the statement of cash flows.

Impairment

The carrying amounis of the consolidated entify’s assets, other than deferred tax assets (see
accounting policy {(m)) and exploration expenditure (see policy (1) are reviewed at each reporting
date to determine whether there is any indication of impairment. If any such indication exists, the
asset’s recoverable amount is estimated as set out below.

An impairment loss is recognised whenever the carrying amount of an asset or its cash generating
anit exceeds it recoverable amount. Impairment losses are recognised in the income statement.

Impairment losses recognised in respect of cash-generating units are allocated first 1o reduce the
carrying amouat of any goodwill allocated to the cash-generating uait {group of units) and then, to
reduce the carrying amount of the other asgets in the unit {group of uniis) on a pro rata basis.

Caleulation of vecoverable amount

The recoverable amount of the consolidated entity’s investments in receivables carried at amortised
cost is calculated as the present value of estimated future cash flows, discounted at the original
effective interest rate (i.e., the effective interest rate computed at initial recognition of these financial
assets). Receivables with a short duration are not discounted.

Impairment of receivables is not recognised until objective evidence is available that a loss event has
occurred. Significant receivables are individually assessed for impairment.



MIDAS RESOURCES LIMITED
And its Confrolled Entities

NOTES TO THE FINANCIAL STATEMENTS

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES {continued)

()

i)

(k)

The recoverable amount of other assets is the greater of their fair value less costs to selt and value in
gse. In assessing value in use, the estimated future cash flows are discounted to their present value
using a pre-tax discount rate thai reflects current market assessments of the time value of money and
the risks specific to the asset. For an asset that does not generate largely independent cash inflows,
the recoverable amount is determined for the cash-generating unit o which the asset belongs.

Reversals of impairment

An impairment loss in respect of receivables carried at amortised cost is reversed if the subsequent
increase in recoverable amount can be related objectively to an event occurring after the impairment
loss was recognised.

In respect of other assets, an impairment loss is reversed if there has been a change in the estimates
ased to determine the recoverable amount.

An impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed
the carrving amount that would have been determined, net of depreciation or amortisation, if no
impairment loss had been recognised.

Share capital

Transaction costs

Transaction costs of an equity transaction are accounted for as a deduction from equity, net of any
related income tax benefi.

Interest bearing borrowings

Current accounting policy

Interest-bearing borrowings are recognised initially at fair value less afiributable transaction costs.
Subseguent to initial recognition, inferest-bearing borrowings are stated at amortised cost with any
difference between cost and redemption value being recognised in the income statement over the
period of ihe borrowings on an effective interest basis.

Emplovee benefits

Defined contribution plans

Ohbligations for contributions fo defined contribution pension plans are recognised as an expense in
the income statement as incurred.

Share based payment transactions

The share option programme allows Company and consolidated entity employees to acquire shares
of the Company. The fair value of options granted is recognised as an employee expense with a
corresponding increase in equity. The fair value is measured at grant date and spread over the period
during which the employees become unconditionatly entitled to the options. The fair value of the
options granted is measured using the Black and Scholes valuation model, taking info account the
terms and conditions upon which the options were granted. The amount recognised as an expense is
adjusted to reflect the actual number of share options that vest except where forfeiture is only due 1o
share prices not achieviag the threshold for vesting.

Wages, salaries, anmual leave, sick leave and non-monetary benefits

Liabilities for employee benefiis for wages, salaries, annsal leave and sick feave represent present
obligations resulting from employees' services provided to reporting date, calculated at undiscounted
amounis based on remuneration wage and salary rates that the consolidated entity expects 1o pay as
af reporting date including related on-costs, such as, workers compensation insurance and payroll
tax.



MIDAS RESOURCES LIMITED
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NOTES TO THE FINANCIAL STATEMENTS

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES {contintued)

{I) Expenses

(m)

(m)

(o)

(m

Net financing costs

Net financing costs comprise interest payable on borrowings calculated using the effective interest
method, interest receivable on funds invested and foreign exchange gains and losses. Iaterest
income i recognised in the income statement as it accrues, using the effective interest method.

Income tax

Income tax on the income staternent for the periods presented comprises cusrent and deferred tax.
Income tax is recognised in the income statement except to the extest that it relates to items
recognised directly in equity, in which case it is recognised in equity.

Current tax is the expecied tax payable on the taxable income for the year, using tax rates enacted or
substantially enacted at the balance sheet date, and any adjustment to fax payable in respect of
previous years.

Deferred tax is provided using the balance sheet liability method, providing for temporasy
differences between the carrying amousts of assets and liabilities for financial reporting purposes
and the amounts used for taxation purposes. The following temporary differences are not provided
for: the initial recognition of assets or liabilities that affect neither accounting nor taxable profit and
differences refating to investments in subsidiaries to the extent that they will probably not reverse in
the foreseeable future. The amount of deferred tax provided is based on the expected manner of
realisation or seitlement of the carrving amount of assets and liabilities, using tax rates enacted or
substantively enacted at the balance sheet date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will
be available against which the asset can be utilised. Deferred tax assets are reduced to the extent that
it is no fonger probabie that the related tax benefit witl be realised.

Provisions

A provision is recognised in the balance sheet when the consolidated entity has a present legal or
consiructive obligation as a result of a past event, and it is probable that an outflow of economic
benefits will be required to setile the obligation. If the effect is material, provisions are determined
by discounting the expected future cash flows af a pre-tax rate that reflects current market
assessments of the time value of money and, when appropriate, the risks specific io the liability.

Segment reporiing

A segment is a distinguishable component of the consolidated entity that is engaged either in
providing products or services (business segment), or in providing products or services within a
particular economic environment {geographical segment}, which is subject to risks and rewards that
are different from those of other segments.

Aceounting estimates and disclosares

Estimates and judgments are continually evaluated and are based on historical experience and other
factors, including expectations of fisture events that may have a financial impact oa the entity aad
that are believed to be reasonable under the circumstances.



MIDAS RESOURCES LIMITED
And its Confrolled Entities

NOTES TO THE FINANCIAL STATEMENTS

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES {contintued)

(@)

(r)

Good and services tax

Revenue, expenses and assets are recognised net of the amouni of goods and services tax {GST),
except where the amount of GST incurred is not recoverable from the taxation authority. In these
circumstances, the GST is recognised as part of the cost of acquisition of the asset or as part of the
expense.

Receivables and payables are stated with the amount of GST inciuded. The net amount of GS8T
recoverable from, or payable to, the ATQ is included as a current asset or Hability in the statement of
financial position.

Cash flows are included in the statement of cash {lows on a gross basis. The GST components of
cash flows arising from investing and financing activities which are recoverable from, or payable to,
the ATO are classified as operating cash flows.

Exploration and evaluation

Exploration and evaluation costs, including the costs of acquiring licences, are capitalised as
exploration and evaluation assets on an area of interest basis. Costs incurred before the conselidated
entity has obtained the legal rights to explore an area are recognised in the income statement.

Exploration and evaluation assets are only recognised if the rights of the area of interest are current
and either:

(i) the expenditures are expected to be recouped through successful development and
exploitation of the area of interest; or
{ii) activities in the area of interest have not at the reporting date, reached a stage which

permits a reasonable assessment of the existence or other wise of economically recoverable
reserves and active and significant operations in, or in relation to, the area of interest are
continuing.

Exploration and evaluation assets are assessed for impairment if (i) sufficient daia exists 1o
determine technical feasibility and commercial viability, and (i) facts and circumstances suggest that
the carrying amount exceeds the recoverable amount (see impaivment accounting policy (h)). For the
purposes of impairment testing, exploration aad evaluation assets are allocated to cash-generating
anits to which the exploration activity relates. The cash generating unit shall not be larger than the
area of interest.

Ongee the techaical feasibility and commercial viability of the extfraction of mineral resources in an
area of interest are demonsirable, exploration and evaluation assets altributable to that area of interest
are first tested for impairment and then reclassified from intangible assets o mining property and
development assets within property, plaat and equipment.

In the event that an area of interest is abandoned or if the directors consider the expenditure to be of
reduced value, accumulaied costs carried forward are written off in the period in which that
assessment is made. Each area of interest is reviewed at the end of each accounting period and
accumuiated costs are written off o the extent that they will not be recoverable in the future.
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NOTES TO THE FINANCIAL STATEMENTS

EXPENSES

Result from operating activities before income tax
expense has been arvived at after charging the
following items:

Net loss on disposal of mineral tenements
Impairment of intercompany loans

Depreciation of plant & equipment

Provision for rehabilitation costs

Fair value adjust on investment held for trading

Employee costs not capitalised

NET FINANCING COSTS
Interest income

Interest on foans
Net financing costs {income)

AUDITORS REMUNERATION

During the year the following fees were paid or
payable for services provided by the auditor of the
parent entity, its related practices and non-related

audit firms:

Auditors’ remuneration:
Audit and review services:
- Auditors of the Company

Taxation services:
- Auditors of the Company

Consolidated The Company
2006 2005 2006 2005
$ $ $ $
- 25,848 - 25,848
- - 2,361,963 113,183
10,365 15,365 1,363 15,365
50,000 - 50,060 -
43,290 - 43,290 -
198,756 126,241 187,566 126,241
{25,8065) (52,225} {16,172) (42,228}
54,203 - 54,205 -
28,400 (52,225} 38.033 (42,228}
29,072 16,627 29,072 16,627
3,450 1,000 3450 1,000
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MIDAS RESOURCES LIMITED
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NOTES TO THE FINANCIAL STATEMENTS

EARNINGS PER SHARE

{a) Weighted average number of shares used in
calenlation of basic earnings per shave

¢{b) Earnings per share calculated using the weighted
average number of fully paid ordinary shares on issue
at the reporting date.

Options disclosed in Note 14(b) are potential
ordinary shares that are not considered dilutive.

INCOME TAX

(a) Income tax benefit

Prima facie income tax benefit
Calculated at 30% on the operating loss
Adiusted for:

Permanent differences

Deferred tax asset not brought to account

income Lax benefit attributable o loss from ordinary
activities

(b) Deferred tax asset not recognised

The deductible temporary differences and tax losses
do not expire under current tax legisiation. Deferred
tax assels have not been recognised in respect of
these items because it is not probable that future
taxable profit will be available against which the
consolidated entity can utilise the benefits from.

Temporary differences and income tax losses

Consolidated
2006 2005
$ $
82,708,298 66,395,326

{2.39) cents

{1.72% cents

The Company
2006 2005
$ $

(588.868)  (340,637) (1088670} (340,605}
138,937 2,847 847526 36,302
449931 337,790 241,144 303,803

3,465,776 3135448 3411668 3,101,461

b
Lh



MIDAS RESOURCES LIMITED
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NOTES TO THE FINANCIAL STATEMENTS

Consolidated The Company
2006 2005 2006 2005
b b 8 8
CASH AND CASH EQUIVALENTS
Cash at bank and on hand {1) 1,168,392 686,087 206,665 609,764
Bank short term deposits (2) 15,155 15,155 15,155 15,155
1,183,547 761,242 221,820 624,919
% % % %
(1) Weighted average interest rate. 1.51 4.56 3.62 5.01
(2} The bank short term deposil matures within 90
days and pays interest at a weighted average
interest rate of’ 4.706 4.35 4.70 4.35
8 $ b p
TRADE AND OTHER RECEIVABLLS
Current
GST receivable 14,504 3,919 9,823 3,919
Security deposit 23,628 13,293 23,628 13,293
Other debtors 3 21 - 21
38,133 17,233 33,430 17,233
Trade and other receivables are non-interest
bearing.
OTHER FINANCIAL ASSETS
Current
Investments in other entities
Listed shares held for trading 240,800 284,090 240,800 284,090
Pre-incorporation deposit required for registration
of Chinese incorporated joint venture 178,282 - - -
419,682 284,090 240,800 284,090
Nogn-current
Investments in controlled entities
Unlisted shares at cost {9a) - 108 108
Loans 1o controlled entities - - 2,498 045 189,506
lonrpairment of loans 1o controlled entities - - {2475,146) (113,183)
Other 2 2 2 2
2 2 23,009 76,433
All current and non-current other financial assets
are non-interest beacing.
{8a) Shares in controled entiites
Name Country of Percentage Percentage
Incorporation held held
2006 2005
Parent entity
Midas Resources Limited
Subsidiaries
Midas Metals Asia Pty Lid Australia 85% 85%
{incorporated 9 November 2004}
Midas Mining (China) Limited Peoples 85% 85%
{incorporated 20 May 20065) Republic of
(held 100% by Midas Metals Asia Pty Lid) China
Genesee Gold Mines LLC USA 100% 100%

{incorporated 3 June 2005)
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Consolidated The Company
2006 2005 2006 20035
$ $ $ $

PLANT & EQUIPMENT
Office equipment at cost 61,564 38,976 61,325 38,976
Accumulated depreciation £37,133) {26.768) (37,133} {26,768}
Net book value 24, 12,208 24,192 12,208
Reconciliation of office equipment is as follows:
Opening carrying value 12,208 19,848 12,208 10,848
Additions 22,588 7,725 22,349 7,725
Depreciation (10,365} {15.365) (10,365} (15,365
Closing carrying value 24,431 12,208 24,192 12,208
EXPLORATION and EVALUATION
EXPENDITURE
Balance at 1 July 7,916,537 7,706,767 7,916,537 7,706,707
Exploration and evaluation expenditure - af cosi 962,352 291,500 411,576 291,300
Exploration and evaleation expenditure written off {452,110} {81,670) {452,110y (81,67%)

8,426,779 7,916,537 7,875,997 7,916,537
The ultimate recoupment of costs carried forward
for exploration and evaluation phases is dependent
on the successful development and commercial
exploitation or sale of the respective areas.
TRADE and OTHER PAYABLES
Trade creditors and accruals 179,991 101,961 173,092 101,961
All trade and other payables are non-interest
bearing.
INTEREST BEARING LOANS and
BORROWINGS
Loans from directors and related entities 700,600 - 700,000 -
Unpaid interest accroed on loans 54,203 - 54,203 -

754,203 - 754,203 -

The Company was advanced $1.2 million pursuant to unsecured loans during August 2005 for the purposes
of funding the establishment of a Chinese subsidiary. $1 million was advanced from an entity related to a
director, Terry Streeter. The terms of the loan facilities were:

+  interest accruing at 8% per annum,

+  repayment of up to $700,000 by the issue of shares at 8 cents per share subiect to shareholder approval,
+  balance of loans repaid in cash at a time as agreed between the parties.

Repayment of $700,000 by the issue of 8,750,000 fully paid ordinary shares at $0.08 per share was made on

1 December 2005. The loan balance of $500,000 remains outstanding to the entity associated with Terry

Streeter. Subsequent to year end the entity associated with Terry Streeter has advanced a further $50,000 on

the same terms.

During February and March 2606, the Company was advanced a further $200,000 pursuant to an unsecured

loan from a director, Don Boyer. The terms of the loan (acility are:

+  interest accruing at 8% per annum,;

= repayment by the issue of shares at the same price as the last placement prior to conversion subject to
sharcholder approval. 1f shareholder approval is not granted the loan must be repaid within 12 months
of the meeting.

Subsequent to year end Don Boyer has advanced the Company a further $100,000 on the same terms.
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NOTES TO THE FINANCIAL STATEMENTS

PROVISIONS

Balance at 1 July 2005

Provision for rehabilitation of mineral tenements
Balance at 30 June 2006

Provision has been made for the present value of
the estimated environmental clean up obligations
outstanding at the balance sheet date.

OTHER CURRENT LIABILITIES
Refundable deposit on sale of tenements
All other current Habilities are non-interest bearing.

OUTSIDE EQUITY INTERESTS

Outside equity interests in controfled entifies
Compriser

Interest in retained losses at the beginning of the
financial year

Write back of minority interest in loss (o equity
holders of pareat

Interest in net loss after tax

Interest in retained losses at the end of the financial
year

Total outside equity interests

ISSUED CAPITAL

Share capital

Ordinary shares

97,655,113 (2005: 70,185,633) shares fully paid

Movements during the vear

Balance at beginning of year

70,185,633 (2005: 61,030,986) shares

Shares issued

- 9,145,647 placement for cash at $0.13 each

- Transaction costs arising from placement

- 7,452,380 placement for cash at $0.084 each
- Transaction costs arising from placement

- 8,750,000 shares issued on settlement of debt
- 11,100,000 placements for cash at $0.08 each
- Transaction costs arising from placements

- 167,100 placement for cash at $0.09 each
Balance at end of year

Terms and conditions

Consolidated The Company
2006 2005 2006 2005
$ $ $ $
30,000 - 50,000 -
50,600 - 30,000 -
- 10,000 - 10,000
16,994 -
(16,994}
- 16,994
- 16,994
- (16,994)
13,368,754 11,172,035 13,368,754 11,172,635

11,172,035 10,053.337 11,172,035 10,053,337
- 1,190,104 - 1,190,104

(71,406) (71,406)

626,000 - 626,000 -
(12,520} - (12,5209 -
700,000 - 700,000 -
888,000 - 888,000 -
(19,800} - (19,800) -
15,039 - 15,039 -
13,368,754 11,172,035 13,368,754 11,172,035

Holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one

vote per share at shareholders’ meetings.

in the event of winding up of the Company, ordinary sharcholders rank after all other shareholders and creditors

and are fully entitled to any proceeds of Hquidation.
No shares were issued on exercise of options.

Effective 1 July 1998, the Company Law Review Act abolished the concept of par value shares and the concept
of authorised capital. Accordingly, the Company does not have authorised capital or par value in respect of its

issued shares.

-28 -
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MIDAS RESOURCES LIMITED
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NOTES TO THE FINANCIAL STATEMENTS

ISSUED CAPITAL
Options outsitanding over ordinary shares
Exercisable at $0.20 each expiring on 1 March
2006
Exercisable at $0.20 each expiring 31 December
20605
Managing Director’s Incentive and Performance
options
Exercisable at $0.20 expiring 1 Dec 2606
Exercisable at $6.25 expiring 1 Dec 2006
Exercisable at $0.30 expiring 1 Dec 2006
Exercisable at $0.35 expiring 1 Dec 2006
Exercisable at $0.25 expiring 1 Dec 2006 (Listed)
Exercisable at $0.20 expiring 24 Nov2008
{Employee) (13

Consolidated

The Company

2006 2005 2006 2005
- 10,205,145 - 16,205,145
- 1,150,000 - 1,150,600
250,600 250,000 250,600 250,600
250,600 250,000 250,600 250,600
250,600 250,000 250,600 250,600
250,600 259,000 250,600 250,600
21,186,482 21,186,482 21,186,482 21,186,482
450,000 1,110,000 450,600 1.110,G00
22,636,482 34,651,627 22636482 34,651,627

{1) Options granted pursuant to Employee Option Plan

AH options granted for no consideration.
No options were exercised during the period.

Optioas carry no voting rights untif converted to fully paid ordinary shares.

1,150,000 options exercisable at 20 cents each expired unexercised on 31 December 2005,

10,205,145 options exercisable at 20 cents each expired unexercised on 1 March 2006.
660,600 Employee options lapsed on resignation of

RESERVES

Share option reserve {1)

lssue of 2,000,000 options as part consideration for
acquisition of Lake Carey project, at fair value of
10 cents each. Options are exercisable at $0.20
each and expire | December 2006.

Share based payment reserve (2)

Balance at beginning of period

Director incentive and performance options
Employee share options

{1) The option premium reserve is used to record
the fair value of options issued but not exercised.

{2) The share based payment reserve is used to
record the fair value of options issued to directors
and employees under various share based payment
schiemes.

employee.

Consolidated

The Company

2006 2005 2006 2005
$ $ $ $
260,600 200,000 260,600 200,600
24,757 - 24,757 -
- 12,122 - 12,122
54,696 12,635 54,696 12,635
279,453 224,757 279,453 224,757
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NOTES TO THE FINANCIAL STATEMENTS

Consolidated The Company
2006 2005 2006 2005
$ 5 $ $
COMMITMENTS
Operating Lease Commitments
Not later than 1 year 88,020 406,060 88,020 40,600
Later than | year but not later than 5 years 158470 13,200 158,470 13,200

The term of the operating lease over the Company’s head office is for an initial period of three years. As at
balance date there was a balance of 35 months remaining. The Company has an option 1o renew the operating
lease Tor a Turther period of three years.

The Company has an opecating lease over a storage facility for a period of 2 years. As at balance date there was a
balance of 10 months remaining.

Exploratiion Expenditure Commitments

In order to maintain current rights of tenure to exploration tenements the Company is required 1o perform
minimum exploration work to meet the minimum expenditure requirements specified by various State
Governments. These obligations are subject to renegotiation when application for a mining lease is made and at
other times. These obligations are not provided for in the financial report and are payable:

Consolidated The Company
2006 2005 2006 2005
$ $ $ $
Minimum exploration expenditure year 1 400,000 466,200 400,000 466,200
Minimum exploration expenditure year 2 400,000 516,300 400,000 516,300

The Company can apply for exemption from compliance with the minimum exploration expenditure
requirements. Due to the nature and scale of the Company’s exploration activities the Company is unable to
estimate iis likely tenement holdings and therefore minimum expenditure requirements more than 2 years ahead.

Other Commifments

The Company has entered into a management agreement with Boyer Exploration & Resources Management Pry
Lid {BERM), a company associated with Mr. D Bover, for & fee of $5,000 (2005: $4,100) per month for
management and associated secretarial services and provision of office furniture and computer systems. The
initial term of the agreement was for 3 years commencing on the date the Company listed on ASX, which was 25
February 2003, This agreement was renewed in January 2006.

Consolidated The Company
2006 2005 2006 2005
No. No. No. No.
EMPLOYEL BENEFITS
Number of employees at year end 4 3 4 3

Defined contribution superannuation funds

Midas Resources Limited does not have a superannuation fund but makes contributions o defined contribution
funds as specified by its employees. The amount paid to these funds for the (inancial year ended 30 June 2006
was $32,432 {2005: $28,697).
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NOTES TO THE FINANCIAL STATEMENTS

20. EMPLOYEE BENEFITS

Emplovee option scheme

The Company has an Employee option scheme approved by shareholders during the financial year. The key

features of this option plan are:

a} The plan will be available 10 officers and employees of the Company and s subsidiaries other than
directors at the diseretion of the Board.

by  Options are granted for no consideration.

¢t The options are issued at an exercise price determined by the Board, however they must be no fess than the
greater of 20 cents and the average of the last sale price of the Company’s shares on the ASX at the close of
business on each of the 15 business days immediately preceding the dale the directors resolve to grant the
options.

dy  The number of shares the subject of options issued under this plan and other simifar plans will not exceed
5% of the Company’s issued capital from time to time.

e} If a holder ceases to be an employee or officer during the exercise period the holder may exercise the
options within 14 days of ceasing to be an employee or officer and thereafter the options will lapse.

f)  The options issued under this plan shall not be quoted on ASX.

g} The options are issued for a term of 4 years and will vest as follows:
173 immediately;
173 12 months after granting; and
173 24 months after granting.

by At 30 June 2006 there were four employees and one officer eligible for this plan.

Summary of options vver unissued ordinary shares grawied under the employee option scheme

Grant date Exercise Expiey Exercise  Number of Options Options Options Number of options at
date on or date Price options at granted lapsed exercised end of year
after beginning of
YEar

On issue Vested
Consolidated and Company — 2086
23Nov (4 25Nov04 24Nov08  $0.20 370,000 - 220,600 - 156,000 150,606
23Nov (4 25Nov05 24Nov08  $0.20 370,000 - 220,600 - 156,000 150,600
23Nov (4 25Nov 06 24Nov08  $0.20 370,000 - 220,600 - 156,000 -
Consolidated and Company — 2085
25Nov 04 25Nov(4 24Nov08  $0.20 - 376,060 - - 376,060 370,606
25Nov (4 25Nov05 24Nov08  $0.20 - 376,000 - - 376,000 -
25Nov (4 25Nov 06 24 Nov0O8  $0.20 - 376,000 - - 376,060 -

The value attributable to the employee option is calculated using the Black Scholes Model. No cash has been
paid to the individuals. This value is based upon the following inputs and assumptions:

a)  share issue price of 14 cents at grant date;

b)  an estimated volatility factor of 84.1%;

¢} option exercise price of 20 cents;

d)  arisk free rate of 5.13%; and

e} aterm fo expiry of 48 months (25 November 2608}

The fair value per option is $0.661.
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EMPLOYEE BENEFITS

Director incentive and performance options

The Company issued 250,000 incentive and 750,000 performance options to Mr G Balfe as Managing Director
during the previous financial year. No other director incentive or performance options were granted and no
options were exercised or lapsed during this financial year.

The terms of the options are:

Expiry date Exercise price Number of options Fair value
Incentive opticns I Dec 06 $0.20 250,000 80.619
Performance options 1 Dec 06 $0.25 250,000 $0.613
1 Dec 06 $0.30 250,000 $0.009
1 Dec 06 $0.35 250,000 $0.007

AH options vesied on the grant date of 20 January 2005,

The options were granted for no consideration and will not be quoted on ASX.

The Managing Director’s Performance options have the following additional terms and conditions;

+ The options exercisable at $0.25 can only be exercised if the share price is at or above $0.30 for five
consecutive days;

» The oplions exercisable at $6.30 can only be exercised if the share price is at or above $03.35 for five
consecutive days;

» The options exercisable at $0.35 can only be exercised if the share price is at or above $0.40 for five
consecutive days;

» The options will lapse if not exercised within 30 days of the expiry or termination of the contract of
employment between the Company and Mr Balfe; and

» The options are not quoted on the Australian Stock Exchange.

The value attributable to the Equity Option is calculated using the Black Scholes Model. No cash has been paid
1o the individuals. This value is based upon the following inputs and assumptions:

a} share issue price of 12 cents at grant date;

b)  an estimated volatility factor of 82.9%;

¢} oplion exercise prices;

d)  arisk free rate of 5.13%:; and

e} aterm to expiry of 22.4 months (1 December 2006}

Thie value of Options will only be realised if and when the market price of the Company shares, as quoted on the
Australian Stock Exchange, meets the performance criteria and rises above the Exercise Price of the options.
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RELATED PARTIES

The following were key management personnel of the consolidated entity at any time during the reporting
period and unless otherwise indicated were key management personnel for the entire period:

Non-execulive direcfors

Mr D Boyer {Chairman)

Mr T Sureeter

Executive directors

Mr G Balfe {Managing Director)

Executives

Mr P MacLeod (Company Secretary)

The key management personnel compensation is as follows:

Consolidated The Company
2006 2005 2006 2005
$ 5 $ $
Short-term employee benefits 361,062 301,125 361,662 301,125
Post-employment benefits 21,426 17,028 21,420 17,028
Equity compensation benefits - 12,122 - 12,122
382,482 330,275 382,482 330,275

Remuneration levels are competitively set to attract and retain appropriately qualified and experienced directors
and execulives. Remuoeration packages include a mix of fixed remuneration and equity — based fixed and
performance remuneration.

Information regarding individual directors and executives compensation and some equity instraments disclosures
as permilted by Corporations Regulations 2M.3.03 and 2M.6.04 is provided in the remuneration report section
5.1, 5.2, 5.3 and 5.4 of the Directors’ report.

Loans from directors

During the financial vear ended 30 June 2006 directors or thelr refated entities advanced the Company $1,200,060
{2005 nil) by way of unsecured loans. With shareholder approval, the Company repaid $500,000 by the issue of
6,250,000 fully paid ordinary shares at a price of 8 cents per share. Interest aceruing on outstanding loans to 30
June 2006 is $54,203 {2005 nil}). Refer note 13.
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21.  RELATED PARTIES
Equity instruments
Al oplions refer 10 options over ordinary shares of Midas Resources Limited, which are exercisable on a one for
one basis.
The Company granted 250,000 incentive options and 750,000 performance oplions over unissued ordinary shares
to Mr G Balle during the previous financial year, following approval by sharcholders pursuant to a meeting held
20 January 2005, Mr Balfe was appointed as a dicector of the Company on 10 August 2004 and Managing
Director on 1 September 2004, No options have been granted during or since the end of the financial year.
Option holdings
The movement during the reporting period in the number of options over ordinary shares in Midas Resources
Limited held, directly, indirecily or beneficially, by each key management person, including their personally-
related entities, is as follows:
Held at 1 Granted or Lxercised Lapsed or  Held at 38 Vested and
July 2065 purchased Lxpired June 2006  exercisable at
30 June 2006
Directors
Mr D Boyer 2,905,000 - - 2,787,500 117,560 117,560
Mr T Streeter 3,976,853 - - 3.027.779 949,074 946,074
Mr G Balfe 1,000,000 - - - 1,006,060 250,060
Executives
Mr P Macleod - - - - - -
Equity holdings ond iransactions
The movement during the reporting period in the number of ordinary shares in Midas Resources Limited held,
directly, indirectly or beneficially, by each key management person, including their personally-refated entities, is
as follows:
Held at 1 Purchases Received on Sales Held at 30
July 2085 exercise of June 2006
oplions
Directors
Mr D Boyer 2,717,979 59,815 - - 2,777,794
Mr T Streeter 10,459,343 6,250,000 - - 16,709,343
Mr G Balfe 100,000 100,000 - - 200,960
Executives
Mr P Macleod - - - - -
22 OTHER RELATED PARTY DISCLOSURE

Ttie consolidated entity has a related party relationship with s subsidiaries (see note 9(a})

Transactions between Midas Resources Limited and its controlled entities consisted of!

{1) Loans advanced by Midas Resources Limited. The Loans are interest free, unsecured and repayable at call,
During the Tinancial year ended 36 fune 2006, loans to subsidiaries totalled $2,498.045(2005:189,506). These
loans have been impaired by $2,475,146 at 30 June 2006 (2005:5113,183)

¢ii)..Expenses incurred by Midas Resources Limited are on charged to controlled entities at cost,

¢1ii) Administrative services are provided at no cost to the controlled entities.
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NOTES TOSTATEMENT OF CASH FLOWS

{a} Reconciliation of loss from ordinary
activities after income tax to net cash
srovided by operating activities:

Consolidated

2006
$

2605
$

The Company

2006
$

2005
$

Loss from ordinary activities after income tax (1,962,083y  {1,160,215) {3,628901} (1,160,105
Adiustments for)
Depreciation 10,365 15,365 10,365 15,365
Non cash revenue {net) - (284,090) - (284,090)
Impairment of intercompany loan - - 2,361,963 113,183
Fair value adjustment to investment 43,290 - 43,260 -
Share based payments 54,696 24,757 54,696 24,757
Interest capitalised into loan 54,203 - 54,203 -
Exploration expenditure written off 452,110 468,640 452,110 468,640
Project generation expense 786,893 510,003 157,876 387,387
Proceeds on sale of project/tencment (62,500) (105,000) (62,500} (105,000)
Add/(lessh
Increase in provision for restorations 50,000 - 50,600 -
{Increase) in receivables (20,502 £16,007) (16,2173 (10,003
{Increase in creditors 78,032 96,417 71,134 99 417
Net cash used in by operating activities 516,797 (441,130) 451,987 {450,452y

SEGMENT INFORMATION

The Company and consolidated entity operates predominantly in one business segment, being mining and
exploration. The Company and consolidated entity is now operating in three geographical segments being

Australia, China and the USA.

Geographical Segments

Australia China

30 June 2006 $ $
Segment income 78,673 9,597
Segment resultfloss afier eliminations {1,266,936) (686,455)
Segment assets after eliminations 8,396,261 1,140,285
Segment liabilities after eliminations 977,265 6,899
Non cash expenses:

Depreciation 13,365 -
Impatrment of intercompany loans 2361963 -
Fair value adjustment on invesiment 43,290 -
Exploration expenditure written off 452,110 -
Interest capitalised into loan 54,203 -
Capital expenditure 22,588 -

USA
$
35
(9,592)
555,430

Fotal
$
88,305
{1,962,983)
10,091,974
984,164

16,365
2,361,963
43,290
452,110
54,203
22,588

During the year ended 30 June 2005 the Company and consolidated entity operated solely in the geographical

segment in Australia.

[

Lh
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CONTINGENT LIABILITIES
The Company’s mining tenements are subject to native title applications.

The Company has & management services agreement in place with BERM, a company associated with Mr Don
Boyer. 1 the agreement is terminated by Midas Resources Limited, the Company shall be liable to pay to
BERM $200,000 or if that amount exceeds the amount permissible under Section 237 (6} of the Corporations
Act, such lesser amount as is permitted under that section.

FINANCIAL INSTRUMENTS DISCLOSURES

(a) Enterest rate risk

The consolidated entity’s exposure to interest cate risk and the effective weighted average interest cate is set out
below the note for each of the classes of financial assets and financial liabilities.

{h) Creditf risk exposures

The credit risk on financial assets of the consolidated entity which have been recognised on the statement of
financial position is the carrying amount. The consolidated entity is not materially exposed to any individual
overseas country or individual debtor.

(¢} Net Tair values of financial assets and liabilities

The carrying value of financial assets and financial liabilities recorded in the Company and consolidated entity
financial statements represents their respective fair values, determined in accordance with the accounting
policies disclosed in Note 1 to the financial statements.

The market value of listed investments at 30 June 2006 was $240,800 (20065:$284,090 (refer note 9).
Cash assels are readily traded on organised markets in a standardised form.

Receivables and payables with a remaining life of less than one year are deemed to reflect the fair value.
(d) Derivatives

The consolidated entity does not have any derivatives.

(e} Financial risk management

The consolidated entity activities expose it to a variety of financial risks. These include market risk, liquidity
risk and cash flow and fair value interest rate risk. Risk management is carried out by the Board of Directors.

(i) Market Risk
The exploration industry is subject to commodity price variances. The Directors monitor commodity prices to
ensure that exploration is targeted on commercially viable areas.

(i1} Liquidity Risk
The consolidated entity monitors its cash reserves to ensure that i has sufficient cash reserves for its ongoing
activities, including exploration.

(iit} Cash Flow and Fair Value Iaterest Rate Risk
The consolidated entity has significant interest bearing assets. However its income and operating expenditure
are nol materially exposed to changes in market interest rates.
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CHANGE IN ACCOUNTING POLICY

Reconciliation of financial insiruments as if AASB 139 was applied ar 1 July 20035

In the current financial year the consolidated entity adopted AASB 132! Finencial Instruments:
Disclosure and Presentation and AASB 139 Finoncial Instruments: Recognition and Measurement.
This change in accounting policy has been adopied in accordance with the transition rules contained in
AASB 1, which does not require the restatement of comparative information for financial instruments
within the scope of AASB 132 and AASB 139.

The adoption of AASB 139 has resulted in the consolidated entity recogaising investments at fair value
through profit and loss. Previously, squity investments were recorded at the lower of cost and recoverable
amount. There was no impact on the financial report at 1 July 2005,

EXPLANATION OF TRANSITION TO AIFRSs

As stated in note 1{a), these are the Company’s and consolidated entity's first consolidated financial statements
prepared in accordance with AIFRSs.

The policies set out in the significant accounting policies section of this report have been applied in preparing
the financial statements for the financial year ended 30 June 2006, the comparative information presented in
these financial statements Tor the financial year ended 30 June 2005 and in the preparation of an opening
ATFRS balance sheet at 1 July 2004 {the consolidated entity’s date of transition).

In preparing its opening AIFRS balance sheer, the consolidated entity has adjusted amounts reported
previously in Tinancial statements prepared in accordance with its old basis of accounting (previous GAAP).

The only significant effect of the transition from previous GAAP to AIFRSs on the consolidated entity’s
financial position, financial performance and cash flows is an increase in retained losses for the year ended 30
June 2005 by $24,757 from $2,535,691 to $2,560,448 and an increase in reserves of $24,757 from $260,000 to
$224,757. Change in the loss for the year ended 30 June 2005 amounted to $24, 757 from $1,1,35458 to
$1,160.215. These changes arise from the recognition of the value of employee options issued during that
petiod.

The impact of the above change on the company’s financial position, financial performance and cash flows is
an increase in retained losses for the year ended 30 June 2005 by $24,757 from $2,552,576 t0 $2,577,333 and
an increase in reserves of $24,757 from $200,000 to $224,757. Change in the loss for the year ended 30 June
2005 amounted to $24,757 from $1,135,349 to $1,160,105. These changes arise from the recognition of the
value of employee options issued during that period.

EVENTS SUBSEQUENT TO BALANCE DATE

On 7 September 2006, the Company announced a Renounceable rights issue to raise approximately $3.02
million before the costs of the issue. The rights issue offers one new share with one fiee attaching option for
every two shares held at an application price of 6 cents per share. The free attaching options have an exercise
price of 10 cents each and expire 30 September 2009, The rights issue is fully underwritten by Patersons
Securities Limited.

The Company issued 3,000,000 fully paid ordinary shares at 7 cents each in a placement during August 2006
to raise $210,000.

Subsequent to year end two directors have provided addition funds of $1506,000 by way of unsecured loans to
the Company. The terms of the loans are the same as existing loans with those directors as disclosed in note
13.
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DIRECTORS’ DECLARATION

1. In the opinion of the directors of Midas Resources Limited (“the Company™):

a) the financial statements and notes, set out on pages 11 o 37 and the remusneration disclosures that
are contained in sections 5.1, 5.2, 5.3 and 5.4 of the remuneration report in the Directors’ report,
are in accordance with the Corporations Act 2001, including:

(iy giving a true and fair view of the financial position of the Company and the
consolidated entity as at 30 June 2006 and of their performance, as represented by the
results of their operations and their cash flows, for the period ended on that date; and

(ify complyving with Australian Accounting Standards and the Corporations Regulations
2001: and

b) the remuneration disclosures that are confained in sections 51., 5.2, 5.3 and 5.4 of remuneration
report in the Direciors’ report comply with Australian Accounting Standard AASB 124 Related
party Disclosures.

<) there are reasonable grounds to believe that the Company will be able to pay iits debis as and when
they become due and payable.

I3

The directors have been given the declarations by the chiel executive officer and chief financial
officer for the financial year ended 30 June 2006 pursuant o Section 295A of the Corporation Act
2601.

Signed in accordance with a resolution of the directors:

(G Balfe
Byirector

Perth

Dated 29 September 2006



Independent audit report to members of Midas Resources Limited
Scope
The financial report, remuneration disclosures and divectors’ responsibility

The financial report comprises the income statements, statements of changes in equity, balance
sheets, statements of cash flows, accompanying notes to the financial statements, and the
directors’ declaration for both Midas Resources Limited (the “Company™) and Midas Resources
Limited and its Controlled Entities {the “Consolidated Entity™) for the year ended 30 June 2006.
'The Consolidated Entity comprises both the Company and the entities it controlled during that
Year.

As permitted by the Corporations Regulations 2001, the Company has disclosed information
about the remuneration of directors and executives (“remuneration disclosures”), required by
Australian Accounting Standard AASB 124 Related Party Disclosures, under the heading
“Remuneration repott” inn Sections 5.1, 5.2, 5.3 and 5.4 of the directors’ report and not in the
financial report.

The directors of the Company are responsible for the preparation and true and fair presentation
of the financial report and the Remuneration report in accordance with the Corporations Act
2007, This includes responsibility for the maintenance of adequate accounting records and
internal controls that are designed to prevent and detect fraud and error, and for the accounting
policies and accounting estimates inherent in the financial report. The directors are also
responsible for preparing the relevant reconciling information regarding the adjustments required
under the Australian Accounting Standard AASB 1 Firsi-time Adoption of Austrafian
Eguivalents to International Financial Reporting Standards. The directors are also responsible
for the remuneration disclosures contained in the directors’ report.

Aundit approach

We conducted an independent audit in order to express an opinion to the members of the
Company. Our audit was conducted in accordance with Australian Auditing Standards in order
to provide reasonable assurance as to whether the financial report is free of material
nisstatement and the remuneration disclosures comply with AASB 124. The nature of an audit
is influenced by factors such as the use of professional judgement, selective testing, the inherent
limitations of internal control, and the availability of persuasive rather than conclusive evidence.
Therefore, an audit cannot guarantee that all material misstatements have been detected.

We performed procedures 1o assess whether in all material respects the {inancial report presents
fairly, in accordance with the Corporations Act 2001, Australian Accounting Standards and
other mandatory financial reporting requirements in Australia, a view which is consistent with
our understanding of the Company’s and the Consolidated Entity’s financial position, and of
their performance as represented by the results of their operations and cash flows and whether
the remuneration disclosures comply with Australian Accounting Standard AASE 124,

We formed our audit opinion on the basis of these procedures, which included:

e examining, on a test basis, information to provide evidence supporting the amounts and
disclosures in the financial report, and

e assessing the appropriateness of the accounting policies and disclosures used and the
reasonableness of significant accounting estimates made by the directors.

While we considered the effectiveness of management’s internal controls over financial
reporting when determining the nature and extent of our procedures, our audit was not designed
1o provide assurance on internal conirols.

AT e natons




Audit opinion
In our opinion:
{1)  the financial report of Midas Resources Limited is in accordance with:
ay the Corporations Act 2001, including:
1y giving a true and fair view of the Company’s and Consolidated Entity’s
financial position as at 30 June 2006 and of their performance for the {inancial

year ended on that date: and;

iy complying with Australian Accounting Standards and the Corporations
Regulations 2001; and
by  other mandatory financial reporting requirements in Australia; and

(2} the remuneration disclosures that are contained in Sections 3.1, 5.2, 5.3 and 5.4 of the
Remuneration report in the directors’ report comply with Australian Accounting Standard
AASEB 124 Related Party Disclosures.
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