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XSTATE RESOURCES LIMITED
ABN 96 007 217 154

CORPORATE GOVERNANCE STATEMENT

The Board of directors of XState Resources Limited has adopfed the ‘cllowing set of
principles for the corporate govemance of the Company. These princip les establish the
framework of how the Board carmies out ifs duties and obligations o1 behalf of the
shareholders.

ASX BEST PRACTICE RECOMMENDATIONS

The ASX Lisfing Rules require listed companies to include in their cnual report a
statement disclosing the extent 1o which they have complied with the AsX Best Practice
Recommendations n the reporting pefiod. These recommendations are guidelines
designed to preduce an efficient, quadlity or integrity outcome. The recommendations
are not presciptive so that f a company considers thal @ recc nmendation s
inapproprigte having regard to its parlicular circumstances, the corspany has the
flexibility not o follow if. Where a company has not fellowed all the rec smmendations,
fhe annual report must idendify which recommendations have not bee 4 followed and
give reasons for not following ther.

Detdils have been included af the end of this statement setting out the ASX Besi
Fractice Recommendations with which the Company has net complied in the reporting
period.

Details of the Company’s comorate govemance practices in the relavant reporting
pefiod are set out below.

THE BOARD OF DIRECTORS
Role of the Board
The primary responsibilifies of the Board are set out in & written pelicy and include:

» the establishmert of the long ferm goals of the Company and strategic plans to
achieve those goals:

«  monitoring the achievement of these goals;

+ the review of management accounis and reperis to menitor the rogress of the
Company;

* the review and adopfion of budgets for the financial performance ¢ the Company
and monitoring the results on a regular basis to assess performance:

¢ therevlew and approval of the annual and hal-year financial reperts:
« nominafing and monitoring the external auditor;

* aqpproving all significant business transactions;

+ appointing and monitoling senior management:

+ dallremuneration, development and succession issues: and
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« ensurng that the Company has implemenied adegqudie systerns of ris c management
and internal control together with appropriate monltoring of complial ce activities.

The Board evaluates this policy on an angoing basis.
Drreciar education

The Company has a process to educate new directors about the nature of tha businass,
current issues, the corporate strategy and the expectations of the Comp Jry conceming
the performance of directors.

Directors are given access fo conlinuing education opporiunities t3 update and
enhance their skills and knewladge.

Baard campasifion

The Directors’ report contains details of the directors’ skill, experience 11nd educction.
The Board seeks to establish a Board that consists of directors with an ap)rropriate range
of experence, skil, knowledge and vision fo enable it to operate 116 Company's
business with excellence. To maintain this, the Company's policy is that execufive
dirgctors should serve af least 3 years. Af the completion of the first 3 ye 1rs, the position
of the direcior is reviewed t¢ ascertain if circumstances warrant o further erm.

The Board is primarily responsible for identifying potenflal new directers but has the
opfion to use an external consuliing fim lo identify and approact possible new
candidates for directorship. The selection of the directors must be af proved by the
majonty of the shareholders.

Retiremnent and re-election of directors

The Consfitution of the Compaony requires one third of directors, cther than the
Managing Director, to retire from office at each Annual General Meeting. Directors who
have besan appointed by the Boord are required to retire from office at 11¢ next Annual
General Meeting and are not taken info account in determining the numr ber of directors
fo refire at that Annual General Meeting. Retifing directors are eligible fc - re-election by
shareholders,

Independence of directors

The Board has reviewed the position and associafion of each of ine thee directors in
office af the date of his report and considers that all of the directors ars independent.
In considering whether a director is independent, the Board has ‘egard to the
independence crileria in ASX Best Practice Recommendations Princip s 2 and other
facts, informafion and circumstances that the Board considers relevayt. The Board
assesses the Independence of new directors upon appointment ani reviews their
independence. and the independence of the other directors, as appropi ate.

independent professional advice

With the prior approval of the Choirparson, each director has the right fo seek
independent legal and other professional advice at the Company's expense
concemning any aspect of the Company's operations or undertakings ia order to fulfi
their dutles and responsibilifies as directors,
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The performance of all directors is assessed through review by the Beard as a whole of @
director’s aftendance ot and involvement in Board meetings, his pe formance and
other matters ideniified by the Board or other directors. Significant isswes are actioned
by the Board. Dueg to the Board's assessrment of the effectiveneass of thes : processes, the
Board has not otherwise formalised measures of a director's performance .

The Company has not conducted a performance evaluation of the riembers of the
Board curng the reporling period, however the Board conducts a review of the
perfomance of the Company against bucgeted fargets on an engeing Kqsis.

Directar remyneralion

Detdils of the Company's remuyneration policies are included In the ‘Directers’ and
executives' remuneration” seciion of the Directors' Report.

Nor-execulive directors will be remunerated by cash benefits alone vind will not be
provided with refiremeni benefils (except In exceptional circumstanc es).  Execufive
directors may be remunerated by both fixed remunegration and equily perfomance
based remunerafion and no fermination payments will be agreed ofher fthan o
reasonable perlod of nofice of termination as detailed in the exacufive 's employment
contract.

The Company does nat provide any equity-based remuneration to direct ars.

MANAGING BUSINESS RISK

The Company maintains policies and pracstices designed to identify and manage
significant business rnisks, ineluding:

* regular budgeting and financial reporling:
+ procedures and conirols to manage financial exposures and eperatic nal risks:
» the Company's business plar;

« corporate strategy guidelines and procedures to review and approve the
Company's strategic plans; and

* insurance and risk management programrmes which are reviewed by ‘he Board.

The Board reviews these systemns and the effectiveness of their implemer tation annually
and considers the mandgement of risk at ifs meetings. The Compan s risk profie is
reviewed annually. The Board may consult with the Company's exterial auditors on
external rsk matters or other approprictely qualfied external con:ultants on risk
generally, as required.

The Board receives regular reports about the financial condifion and ope rating results of
the consolidated group. The Managing Director (the Company curently does net have
@ Managing Director) and Chief Finangial Officer annually provide a fo mal statement
fo the Board that in all material respects and fo the best of their knowleds'e and belief:
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= the Company's financlal reports presert o e and fair view of ‘he Company's
inancial conditien and operafional results ond are in accordanc? with relevant
accounting standards: and

« the Company's fMitk management and infernal control systars are sound.
appropriate and operqting efficiently and sffactivaly.

Internal condrols

Procedures have been established at the Board and executive manageinent levels that
are designed to safeguard the assefs and interests of the Company, ani {o ensure the
integrity of reporting. These include accounting, financial reporting and intemal cenirol
policies and procedures. To achieve this, the execulive directors perfor n the following
procedures:

*  sensure appropriate follow-up of significent audit findings and risk are s identifiad:
* review the scope of the external audit o align it with Board reguirerr enfs; and
e« conduct a detailed review of published accounts.

AUDIT COMMITTEE

Having regard fo the number of members currently comprising fhe Cor 1pany’s Board,
the Board does net consider it appropriate to delegate these responsit flifles to a sub-
committes of the Board, however meetings are held throughout the yeor betwaen the
Company Secretary. Mr David MeArhur, the boargd andfor boarc members as
appropriate and the Company's auditars 16 discuss the Company’s on Joing activities
and to discuss any proposed changes prior to their Implementafion and to seek advice
in reletion thereto,

The Board has not formalised any procedures for the selection, appoininient or rotation
of its exiemnal auditor but reviews this matter on an ongeing basis a1d implements
changes as required.

ETHICAL STANDARDS

In pusuit of the Hghest ethical stondards, the Company has adoptad a Code of
Conduet which establishes the standards of behaviour required of directors and
employees in the conduct of the Company’s aoffcirs, This Code s jrevided to all
directors and employees. The Board monitors implementation of this Cade.  Unethical
behaviour is to be reported to the Company's Managing Director as soon as
practicable,

The Code of Conduet is based on respect for the law, and octing acco dingly, dealing
with conflicts of interest appropriately, using the consofidated enfity's as:ets responsibly
and in the best interests of the Company, acting with integrity, being fai- and honest in
dealings, frealing ofher people with dignity and being rasponsible fur action: and
accountable for the consequences.
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TRADING IN THE COMPANY'S SECURITIES BY DIRECTORS AND EMPLOYEES

The Board has adopted a palicy in relation to dealings in the securilies ¢ f the Company
which opplies to all directors ond employees. Under the policy, direcior: are prohibited
from short term or “aclive” trading in the Company's securifies anel directors and
employees are prohibited from deadling in the Company's securities wh &t in passestsion
of price sensitiva information. The Company's Managing Director (or Y his place the
Chairperson) must also be notified of any proposed fransaction.

This pelicy is provided to all direstors and employees. Compliance with |- is reviewed on
@n ongoing basis in accordance with the Company’s risk management s »stems.

CONTINLOUS DISCLOSURE

The Cormnpany has in place a continuous disciesure policy, @ copy of witich is provided
te all Company officers and employees who may from fime to time be il the possession
of undisclosed information that may be material ta the price or volue of he Company’s
securities.

The confinuous disclosure policy dims to ensure timely compliance with he Company's
confinuows disclosure obligations under the Corporations Act 2001 (Cth) and ASX Lisfing
Rules and ensure officers and employees of the Company understand thi:se obligations.

The procedure adopted by the Company is essentially that any informa ion which may
need o be disclosed must be brovght to the atention of the Chairlerson. who in
consuitaiion with the Board (where practicable) and any other approp iaie personnel,
will consider the information and whether disclosure is required ard prepare an
appropriagte annayncement.

Al least once in every 12 month period, the Board will review tie Company's
comphance with this continuous disclosure policy and update it from fime to time, if
necessary.

SHAREHOLDERS

The Board qims {o ensure that shareholders are kept informed of all majo  developrments
affecting the Company. Information is communicated fo shareholders at follows:

» as the Company is o disclosing enfity, regulor announcements an: made fo the
Australian Stock Exchange in accordance with the Company's contir uous disclosure
policy, including quartery cash flow reporis, half-year qudit reviewed accounts, year
end audifed accounts and an annual repaort;

*« the Board ensures the anmual report includes relevant informalon about the
operatfions of the Compony duing the year, changes in the staté of affais and
details of future developments;

» shareholders are advised in writing of key issues affecting the Compc ny by effective
use of the Company's share registry;

* any proposed major changes in the Company's affairs are submitie.d to a vote of
shareholders, as required by the Corporations Act 2001;
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= the Board encourages full parficipation of shareholders at the ,.nnual General
Meeting o ensure a high level of accountability and identification of the Company's
sirategies and goals, All shareholders who are unable to oftend the e meetings are
encouraged to communicate or ask questions by writing {o the Com)pany: and

e the external quditor is requested o atlend the annual general mee tings to answer
any guestions conseming the audit and the content of the auditor's 1 sport.

The Board reviews fhis policy and compliance with it on on ongoing basic.

ASX BEST PRACTICE RECOMMENDATIONS

Pursuant to the ASX Lisling Rules. the Company advises thal it does not :omply with the
following Bes! Practice Recornmendatfions. issued by the ASX Corporale Governance
Council, Reasons for the Company's non-compliance are delailed belov .

Recommendation 2.4: The Board should astablish a Nomination Cor 1mittes,

The funciions 1o be performed by @ nomination commitiee under the A X Best Practice
Recommendaiions are currently performed by the full Board and this i eflecied in the
written pelicy seting out the responsibilities of the Board. Having regarc to the nurmber
of members curently cormprising the Compony’s Board, fhe Board doe: not consider it
oppropricie 1o delegate these responsibilifies fo a sub-committee. Thes» arangements
wil be reviewad periodically by the Board to ensure that they confinve fo be
appropriate to the Company's circumstances,

Recommendation 2.5; Provide the information indicated in "Guide to reporling on
Principle 2°,

One of the mafters to be induded in the corporate govemance secfio) of ihe annual
report pursvant to the Guide fo reporting on Frinciple 2 is "the names of 'nembers of the
normingfion commiffee and their affendance ot meelings of the commil 2. As sfated
in the pravious paragraph, the Board does not consider it appropriate fc - the Company
to establish @ nomination committee and therefore this information has net been
included in the annudl report or otherwise made publicly available. In at other respacts,
the Compeny has complied with the disclosure requirements contained In the Guide fo
reperiing on Frinciple 2 by the inclusion of information in this Staterme 1, bt has not
otherwise made the Infarmation publicly available,

Recommendaiion 4.2; The Board should establish an Audit Cornrnift »e.

Recommendation 4.3: Structure of the Avdit Committee so that it cc nsists of:
- only Nor-Execufive Direciors;
- amajority of Independent Directors;
- anindependent Chairperson, who s nol chairperson of

the Board:
- otleast ree members.
Recommendation 4.4; The Audit Committee should have a formal & 1arfer,

The funciions fo be performed by an audit committee under the AS.{ Best Practice
Recommendations qre currently performed by the full Board and 1his is eflected in the
writfen policy sefting out the responsibiities of the Board. Having regare to the number
of members curently comprising the Company's Board, the Board doe: not consider it
approprate fo delegate these responsibilities to a sub-committee of the lioard, however
meefings are held befween senlor management and the audiors throw gheut the year
to discuss the Company’s ongoing activities and to discuss any proposed changes prior
to thelr implementation and 1o seek advice in relation thereto. In doing so, the Board
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also adheres to the Company's Code of Conduct and procecdures to ensure
independent judgement in decision making, as set out In relafion to AIX Best Practice
Recormmendation 2.1. These orangements will be reviewed periodica ly by the Board
o ensure that they continue to be appropriate to the Company’s circun stances.

Recommendafion 4.5; Frovide the information indicafed in “Guide to reporiing on
Frinciple 4",

The Guide to reporfing on Principle 4 requires that the corporate goverr ance section of
the annual reporf include “details of the names and qualificalions of the e appeointed to
the audit commitfee”. As stated in the previous paragraph, the Board dives not corsider
it appropriate for the Company fo esfablish an audit committee and therefere this
information has not been included in the annual report. However as the Board fulfils the
role of the audit commitiee, details of the Company’s directors and thei- attendance at
Board meefings are set out in the Company's annual report. In all oth ar respecis, the
Company has complled with the disclosure requirements contained iy the Guide fo
reporting on Frinciple 4.

Recommendation 9.2: The Board should establish a Remunerafion Cormrriiftes,

The functions to be performed by a remuneration committee unde- the ASX Best
Fractice Recommendations are curently performed by the full Bourd and ihis is
reflected in the written policy sefting out the responsibilities of ihe Board. Having regard
o the number of members curently comprising the Company's Board, he Board does
net consider it oppropriate fo delegate these responsibilities to a sub-comimittee. These
arrangements will be reviewed periodically by the Board to ensure that ey continue to
be appropriote to the Company's circumstances.

Recommendaiion 9.5: Frovide the information indicated in "Guide fo repeorting on
Frinciple 9",

One of the rafters 1o be included in the corperate governance section of the arnnual
report pursuant to the Guide to reporfing on Principle 2 is "the names of members of the
remuneration commitfee and their affendance af meefings of the cammiftes”. As
stated in the previou: paragraph, the Board does noi consider it app opriate for the
Company fo esiablish a remunerction committee and therefore this info mation has not
been included in the annual repeort. Mowever as the Board fulfils “he role of the
remunerafion commities, detalls of the Company's directors and their attendance at
Board meetings are set out in the Company's annual report. In all othar respects, ihe
Company has complied with the disclosure requirements confained in the Guide fo
reporting on Frinciple 9.



