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Regency Mines plc
Company number 05227458

Chairman’s statement

In reportmg the financal results for the Company’s seventh year of operations 1 am once agamn able to report a
substantial improvement in outcome The year was also one of strategic advance where we were able to utilise a penod
of price strength 1n the Autuma of 2010 to give fresh impetus to our Mambare lateritic nickel joint venture, at the same
time becoming a significant shareholder of Direct Nickel Pty Ltd (“Direct Nickel™), our joint venture partner

lowards the end of the year under review we started a programme of exploranon at Mambare, which we expect to lead
to the declaratton of a Mineral Resource

Financial Discussion

Pre-tax profit rosc from £602,085 n the year to 30th June 2010 to £1,825,679 1n the year to 30th June 2011 The mamn
factor 1n this nise was 2 rise 1n the share of profits of our associate company Red Rock Resources ple (“Red Rock™) and
a gamn on dilutton of our interest in that assccate Barmings per share rose from 0 13 pence per share to (¢ 40 pence per
share

Total shareholders’ equity rose from £3,943,705 to £14,138,048 over the same period, an increase funded primanly by
the 1ssuc of new shares at an average price of 3 662 pence per share and by retained earnings Avattable for sale
financial asscts, manly comprsing shares 1n Direct Nickel and in Oracle Coalfields ple, rose 1 value from £412,584 to
£6,113,440 while mvestments in associates, mainly compnsing shares in Red Rock, rose n value from £1,414,096 to
£5,495,296

The company saw ats traded price nse from 100 pence per share at 1 July 2010 to 3 16 pence per share at 30 June
2011

Strategy

Qur strategy remans one of developing a base metal and industral commodity company Itis as easy to manage a
project with the potential to develop into a world class asset as to manage a small one, so we prefer to concentrate on a
few projects with the potential for scale and incubate them if necessary for years, rather than dissipate our energies
The potential nsk of so concentrated a portfolio 15 offset by mamtaning as 2 secondary focus a transactional and
mining investment business that can not only generate profits and act as a reservorr of potental Liquidity, but enables
us sometimes to hold at arm’s length mterests in assets where exploranen can be financed without direct recourse to
Regency Mines shareholders

Thus strategy has been pursued since the flotation of the company on AIM 1n 2005 and its value has been proved most
recently in the year under review, when the contnbution of the Red Rock holding to the profits and assets figures has
enabled the company 1o hold confidently to its course at the Mambare project 1n a challenging environment

This project, a latentic nickel-cobalt deposit in Papua New Guinea, 15 one we dentified as having the potental scale we
look for The challenges have been that when we took 1t on 1t was httle cxplored, that the nickel price has not been
strong and that recent mvestor sentiment towards nickel has been markedly less positive than that towards the ferrous
metals, coal or copper I'us last challenge carried its own opportumty and at the end of calendar year 2010 we took a
Au$ 6,000,000 stake mn our partners in Mambare, Direct Nickel, making us a significant shareholder Following a
further subseription since the year end our shareholding in Direct Nickel currently stands on a fully diluted basis at
781%

This subscription, which strengthens the relanonship between the two partes, enabled the jomt venture to make firm
plans for a dnll campagn at Mambare 1n 2011 Direct Nickel has also advanced construction of the pilot plant to
demonstrate 1ts propnetary processing technology, and has obtained approval for the reverse takeover and renaming 2s
Drrect Nickel Ltd of a suspended company listed on the Australian Stock Exchange

Our onginal focus was on nickel and copper m our owned exploration projects We have not yet found copper
prospects with the desired scale and further investment dunng the year under review, both n our nickel project at
Mambare and 1n nickel treatment technology through Dircet Nickel has weighted us more heavily towards mickel We
have looked for opportumties for counterbalancing mvestment i other areas that mught be consistent with our
strategy

Qur focus on projects with potential scale, combined with the opportunuty to diversify into coal, and a low cost of

entry caused us to make an mvestment m 11 02% of the equty capital of Oracle Coalfields Ltd, that has since been
admutted to ATM, where we are currently showing a sigmificant profit
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Regency Mines ple
Company number 05227458

Chaurman’s statement (continued)

Operations

1he joint venture exploration programme at the Mambare latenitic nickel project in Papua New Guinea began wath site
preparauon of the three areas planned for dnlling, followed by 2 new ground penetrating radar programme and then by
a drll programme the aims of which icluded the production of an Inferred Mineral Resource under the JORC
standard Dnlhing got under way 1n July 2011, but we were only able to reach full operation with all dnlls operational
once sufficient personnel had received work visas and arnved on site, so that the programme 15 not expected to end
untl Christmas Results so far have been encouraging, with the ground penetranng radar encountering some deep
laterite profiles, dril hole lengths on average signaficantly higher than m the 2008 doll season at 23 8 metres, and some
of the grades encountered higher than any encountered in 2008 Sampling of wet grades with a handheld x-ray
fluorescence spectrometer has detected grades over 2% nuckel 1n all three areas being drilled, ncluding 3 36% mickel 1n
one sample interval, so that although we must wait for laboratory results for confirmanon we expect the dnll
programme to valdate the hugh potenual of the Mambare deposut

in Australia we carnied out 2,753 line/km of Versatile ‘Tmme-Domamn Llectromagnenc (VTEM) geophysical survey in
four arcas of interest, three in Western Australia for mckel, copper, and graphite, and one 0 Queensland for copper,
following up earher dnlling and ground explomtion Dnll targets were wdenufied in each area and analysts will contnue,
but a decision was made to give priorty to the Mambare dnll programme and the Direct Nickel pilot plant programme
up to the end of 2011

stain Development

Papua New Guinea 1s an unspodt and biologically diverse environment We have always acted carefully to ensure that
our explorantion has mirumal impacts and that we restore the natural environment, or leave it in a posttion quickly t©
restore iself though plant growth, at the end of each exploraton phase

We will continue to act with consideration for our impacts on our host commumties and their environment.

Our liatson wath the local clans, of two of which 1 am proud to be an honorary chief, and therr commumnities 1s close
and we walk around with the local leaders and landholders before cutting any trackway or path, discussing
compensation and ownership for cach hikely disturbance including every tree cut Since the land 1n the licence area 15
held under customary tribal ownership the nghts of an mndividual are often unclear, and there 1s never a tme when
there 1s not some argument or dissatisfaction, these problems arise between the members of the tribe or village, or
between them and people who have married into the tribe or settled on thewr land, but they impact on us The task of
negomation 1 never over, and 1t 18 necessary to give constant attenion to the cultivation of trust and easy relatonships
so that problems can be discussed and resolved as they anse

As part of our commumty development programme we have given a range of asswstance to local commumties,
including through cur paramedic and through schoolroom construction This 15 an area of actvity we intend to
develop further 1n the comung year

Our jomt venture local company 1n Papua New Guinea has applied for licences over areas of geothermal potential and
we expect these to proceed to grant shortly as the consultaunon process has been successful Should our exploraton of
these areas be successful, we hope that any mickel-cobalt latente project we develop will use renewable energy sources
and provide sustanable energy to Oro province

Rusk

Whenever we meet as a Board or in operating commuittces, the fiest stem of discussion 1s always a report on acadents
and madents, reflecting our determmation to mculcate a culture of safety awareness at every level Exploration
inevitably tkes us to areas, and puts us m siwanons, where the nisks of harm are increased and the consequences are
harder to control

We are always trying to idenufy and address areas of future nsk and the two of these that were given prionty dunng the
year were health and safety and ensunng systems were m place to comply with the new Brbery Act in the UK

We recognise that the inerease in the scale of our operations has the potental 16 increase nsk at a geometnc nate and
thts has led to the impositon of a ngorous health and safety culture across the group The need to ensure buy-in to this
by all staff 15 recogmsed by our jount venture partner and s reflected 1n a commitment of management time and effort
mn order to remnforce the message at all levels This has tncluded the imposition of operating time restrnictions on our

dnlling contractors

We ain for a zero accident policy and effective tramning 1n safety consciousness will be a continung prionty
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Regency Mines plc
Company number 05227458

Chairman’s statement (continued)

An ant-bribery and whistleblowing policy was put m place and commurmcated throughout the group Ensunng
systems to mamtain comphance and make contractors aware of and commutted to our polices 1s a requirement under
the new Bnbery Act and we will therefore take further measures to commumcate and monttor comphance with our
polictes beyond the group 1n our countnies of operation

Personne

The Company's key employces are hughly quabfied professionals and thewr professional and personal development 1s
both a prionty and a benefit to the Company We have put n place a mentoring and consultation system to make
oursclves better employers and ar meroducing a share incennve plan (SIP) to ensure all staff conunue to wdentify wath
the future success of the Company

We are grateful for the contnbution our staff have made to the business over the year, and for thar loyalty, good
humour and thewr commitment

Outlock

I'he continuing process of development and urbarusation in the Asian and South American economies and notably the
BRIC countries (Brasi, Russia, India and China), are hkely to lead to steady annual increases 1n the demand for
stainless steel, to the manufacture of which two-thirds of nickel production 1s devoted The long-term prospects for
our key commodity remain strong,

We consider that our Mambare mckel assct 15 of a scale and grade that make 1t potentially word-class We believe thart
the Dhrect Nickel processing technology for latentic mickels 15 a disruptive technology that will change the mickel
mumng industry We imntend to be leaders 1n that change

We expect to see our dalling at Mambare lead to the definiion of a Mineral Resource under the JORC standard early
in 2012 and to see Direct Nickel’s pillot plant operate suceessfully and demonstrate that technology on the same
nmeframe

These key developments, and the expected start of trading 1n Direct Nickel Ltd shares on the Australan Stock
Iixchange, will, we hope, underpin a year of strong progress We expect to look back 1n a year'’s ime and desenbe thes
year as onc that was ransformanve i the history of the company

QOur aim 15 to build on the success of our assocrate Red Rock Resources ple 1 the ron ore field and the company’s
presence 1 mickel and nickel technology to butld 2 strong and diversified muneral group

Awtirew Bell
Excecutrve Cherman

1 December 2011
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Regency Mines plc
Company number 05227458

Durectors’ report

The Directors present their seventh annual report on the affaurs of the Group and parent Company, together with the
Group financial statements for the year ended 30 June 2011

Pnncipal activities and business review

I'he Company has been established as a mineral exploraton and development company focussed on exploranon for
copper and mickel in Australia and Papua New Gunea and in providing support services to and taking equity stakes 1in
other mineral exploration ventures

The Company’s objective 1s to maximse shareholder value both by explonng for merals and by taking strategac
stakes i other muneral exploratton ventures lhe developments duning the period are given in the Chairman’s
Statement.

Results and dividends

The Group’s results are set out m the Group income statement on page 15 The audited financial statements for the
year ended 30 June 2017 are set out on pages 14 to 51

The Group made a profit before taxation of £1,825,679 (2010 £602,085) and £2,142986 after taxation (2010
£515,807)

The Directors do not recommend the payment of a dividend
Fundraising and share capital

Dunng the year, £6,740,753 {2010 £1,172,615) of new cquity was rassed by the ssue of 184,069,808 (2010 75,074,447)
new Ordinary shares, further details are grven in note 18

Principal nsks and uncertamnties

The management of the business and the execution of the Board’s strategy are subject to a number of risks
. cxploratlorl 18 spcculatlvc in nature,
* the economuc viability of a project 1s affected by world commod:ty prces,

* commodity prices are subject to internattonal economic trends, currency fluctuations and consumpton
patterns, and

* estumates of ore reserves are based on many assumptions and subjective judgements which may change
sigmficanty when new information becomes avatlable

Risk Management

The Board considers risk assessment to be important 1n achieving sts strategic objectives  There 15 a process of
evaluation of performance targets through regular reviews by sentor management to forecasts Project miestones and
nmelines are regularly reviewed Further detaids of the Group’s nsk management pohcies can be found 1n note 21

Risks and uncertaimnes

The principal nsks facmg the Group and Company are set out below Risk assessment and evaluation 1s an essential
part of the Group’s plannmg and an important aspect of the Group’s mtemnal control system

General and economic nsks
General and economuc nsks include

* contractons tn the world’s major economics or increases 1n the rate of mflanon resulting from
nternational condibons,

* movements i the equity and share markets 1n the Unuted Kingdom and throughout the world,

® weakness i global equity and share markets, 1n particular in the Unuted Kingdom, and adverse changes 1n
market senument towards the resource mdustry,

e currency exchange rate fluctuations and, in particular, the relanve prices of Australan Dollar, PNG Kina
and the UK Pound,

®  exposure to interest rate fluctuations, and

® adverse changes in factors affecting the success of exploranon and development operations, such as
ncreases 1 expenses, changes 1 government policy and further regulanon of the industry, unforeseen
major fatllure, breakdowns or repairs required to key items of plant and equipment resulting 1n sigmificant
delays, notwithstanding regular programmes of repair, maintenance and upkeep, vanauons in grades, and
unforeseen adverse geologreal factors or prolonged weather conditions
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Regency Mmnes plc
Company number 05227458

Directors’ report, contnued
Funding nsk

I'he Group or the companies m which 1t has mvested may not be able to rase, erither by debt or further equity,
sufficient funds to enable complenon of planned exploration, investment and/or development projects

Commodity nisk

Commodities are subject to high levels of volatility 11 price and demand  The price of commodities depends on a wide
range of factors, most of which are outside the control of the Company Minmg, processing and transportaton costs
also depend on many facton, including commodity pnces, capital and operatng costs in relanon to any operational
site

Exploration and development nsks

. bxploranon and development activity 1s subject to numerous nsks, including falure to achieve estimated
muneral resource, recovery and production rates, and capital and operating costs,

. Success 1n 1dentifying cconomecally recoverable reserves can never be guaranteed  Lhe Company also cannot
guarantee that the companies n which 1t has mvested will be able to obtain the necessary permats and
approvals required for development of their projects,

. Some of the countnies 1n which the Company operates have native title laws which could affect exploranon
and devdopment activines  The compantes i which the Company has an interest may be required to
undertake ¢lean-up programmes on any contamination from thewr operations or to participate 1 site
rehabiitation programmes which may vary from country to country  The Group’s policy 15 o follow all
applicable laws and regulations and the Company 1 not currently aware of any maternal sssues m ths regard,

. Timcly approval of mming permits and operating plans through the respective regulatory agencies cannot be
guarantced,

. Avalability of skiled workers 1s an ongoing challenge,

. Geology 15 always a potential nsk 1n miung activitics

Market nisk

The abiity of the Group, and the companies it mnvests 1n, to continue to secure sufficient and profitable sales contracts
to support 1ts opcrations 1 a key busmess risk

Eey performance indicators

Given the pre-production nature of the Group’s activities, the Company’s Directors are of the opinion that analysis
using most key performance indicaters 1s not necessary for an understanding of the development, performance or
posmion of the business at this present ime  As a muncral exploration business, a most important factor 1s a steadily
improving market perception of the progress and value of the business leading to an improving share pnice, continued
support from sharcholders and therefore the abulity to ruse new equity capital at increasing prices thus mummising
ditution for those early mvestors who bore sigmficant nsk  Otherwise, the avadabihty of sufficient cash to facilitate
continued mvestment and to fund exploration programmes 1s essential

Dnrectors
I'he Drectors who served duning the pentod to date are as follows
Andrew R M Bell
Edmund Sr Bugnosen
Scott C Kaints (appointed 21 November 2011)
Jultan M F Lee
John Watkins
Chantable and polineal donations
Dunng the year the Group made no chantable or political contnbutrons
Payment of suppliers

The Company’s policy is to settle terms of payment with suppliers when agreeing terms of business, to ensure that
suppliers are aware of the terms of payment and to abide by them It 1s usual for suppliers to be pard within 28 days
of receipt of mvoice At 30 June 2011, the Group’s creditors were equivalent to 47 (2010 105) days’ costs

Events after the reporung penod

Events after the reporting pertod are set out 1n note 25 to the financial statements
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Regency Mines plc
Company number 05227458

Dharectors’ repott, contaued
Auditor

The Darectors will place a resolution before the Annual General Meeting to reappomnt Chapman Davis LLP as auditor
for the commng year

Substanual shareholdings

On 30 June 2011 and 14 November 2011, the following were registered as bemng interested in 3% or more of the
Company’s ordinary share capital

30 June 201t 14 November 2011

Ordinary  Percentage of Ordinary Percentage of

shares of 1ssued share shares of tssued share

£0001 cach capital £0001 each capttal

I'T) Waterhouse Nomunees Limited 92881414 1518% 103,855,587 16 69%

Barclayshare Nomnees 1 imited 62,891,862 10 28% 63,859,786 10 26%

HSDL Nomince Limited 59,046,641 9 65% 36,183,792 5 82%

Hargreaves Lansdown (Nominces) 44,311,294 7 24% 43,634,779 701%
Finuted

Rock (Nominees) Limated 35,221,276 576% 31,817,840 511%

Starvest plc 34,650,000 559% 34,650,000 357%

1 R Nominees Limated 26,440,358 432% - -

James Capel (Nomunees) I imuted 26,062,645 4 26% 23,119841 372%

Levns Charles Nomunees Femuted 23,265,000 3 80% 23,155,000 372%

Investor Nomunees Limited - - 22,557,324 363%

"t otal shares 1n 1ssue 611,951,585 622201,135

Management Incentives

In pnior years, the Company has granted options over Ordinary shares, of which 28,875,000 were outstanding ar 30
June 2010 Of these, 4,725,000 were exercised and 650,000 lapsed during the year  Accordingly, 23,500,000 remain
outstanding at 30 june 2011, all of which are for the benefit of Directors and sentor members of staff as set out 1n note
19 to the financial statements

Otherwise, the Group has no bonus, share purchase, or other management incennve scheme
Directors’ remuneration report

T'he remuncration of the Directors pad dunng the year was fixed on the recommendation of the Remuneration
Commuttee  This has been achteved acknowledging the need to maxumse the effectivencss of the Company’s linited
resources dunng the year

For the year to 30 Junc 2011, the remuneration pard 1n respect of the services of two Directors meluded Directors’ fees
and other amounts paid to a third party  Otherwise, fees and expenses were paid to a busmess with which the IDirector
15 assoctated as set out 11 note 6 to the financtal statements

Corporate governance statement
A Corporate Governance Statement follows on page 11
Control procedures

The Board has approved financial budgets and cash forecasts, in additon, 1t has implemented procedures to ensure
compliance with accountng standards and effective reporting

Environmental Responsibihity

The Company 1s aware of the potential impact that 1ts subsidiary compantes may have on the environment The
Company cnsures that 1t and 1ts subsidianes at a mmnimum comply with the local regulatory requirements and the
revised b quator Prnciples, the mdustry standard for envirenmental and social nisk
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Regency Mines plc
Company number 05227458

Directors’ report, continued
Employment Policies

I'he Group are committed to promoting policies which ensure that high calibre employees are attracted, retained and
motvated, to cnsure the ongoing success for the business  Employees and those who seck to work within the Group
arc treated equally regardless of sex, manral status, creed, colour, race or ethnic ongin

Health and Safety

T'he Group's mm 15 to achieve and mamtain a high standard of workplace safety In order to achueve this objective the
Group provides traning and support to employees and sets demanding standards for workplace safety

Going Concern

‘The Directors are of the opinion that ongomg evaluations of the Group’s interests mdscate that preparation of the
Group’s financial statements on a going concern basis 1s appropnate The key factor for a business such as that of the
Group s 1ts ability to continue to fund its exploration and development acovites The Group’s income has ansen
from the provision of maragement services It 1s not possible to predict the amount and timung of future mcome unul
the Group acquires or develops income-producing assets However, the Group has substantial and valuable
shareholdings n histed comparues, including Red Rock Resources ple, and expects to be able to seahse the value of part
or all of these holdings should it need 1o do so The Directors do not anticipate any difficulty in rusing new finance
from stock markets of thus 1s required dunng 2012

By order of the Board

Andrew Bell
Exceentive Charrwran
1 December 2011
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Regency Mines plc
Company number 95227458

Statement of directors’ responsibihities

The Directors are responsible for prepaning the Directors” Report and the financial statements in accordance with
applicable law and regulanons

Company law requures the Directors to prepare Group and Company financal statements for cach financl year ‘1he
Directors are required by the AIM Rules of the London Stock Exchange to prepare Group financial statements m
accordance with International Financial Reporting Standards ("IFRS™) as adopted by the European Umion ("EU”) and
have elected under company law to prepare the Company financal statements tn accordance with IFRS as adopted by
the EU

‘The financial statements are required by law and TFRS as adopted by the EU to present fauly the financual positon of
the Group and the Company and the financial performance of the Group The Compames Act 2006 provides 1n
relation to such financial statements that references in the relevant part of that Act to financl statements giving a true
and fair view are references to their achieving a fair presentation

Under company law the Directors must not approve the financial statements unless they are satisfied that they give a
true and far view of the state of affairs of the Group and the Company and of the profit or loss of the Group for that
period

In preparing the Group and Company financial statements, the Directors are required to

. sclect suitable accounting pobcies and then apply them consistently,

. make judgements and accounting esttmatcs that are reasonable and prudent,

. state whether they have been prepared in accordance wath 11 RS as adopted by the IU,

. prepare the financial statements on the goimng concern basis unless 1t 1s inapproprate to presume that the

Group and the Company will continue in business

T'he directors are responsible for keepmg adequate accounting records that are sufficient to show and explain the
Group’s and the Company’s transactions and disclose with reasonable accuracy at any ume the financial position of the
Group and the Company and cnable them to cnsure that the financil statements comply with the
Companies Act 2006 | hey are also responsible for safeguarding the assets of the Group and the Company and hence
for taking rcasonable steps for the prevennon and detecuon of fraud and other uregulanties

The directors are responstble for the mamtenance and mtegnty of the corporate and financal nformation included on
the Regency Mines plc website

Legislation 1n the United Kingdom governig the preparatton and disserunauon of financil statements may differ
from legislation i other jursdictions
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Regency Mines plc
Company number 05227458

Corporate Governance Statement

I'he Board 15 commutted to maintaining high standards of corporate governance The Listng Rules of the Financial
Services Authority mcorporate the UK Corporate Governance Code, which sets out the prninciples of Good
Govemance, and the Code of Best Practice for listed comparues The UK Corporate Governance Code does not
apply to AIM companes [However, Sharcholders expect companies 1 which they ivest to be properly governed and
tend to use the UK Corporate Governance Code as a starting pomnt  This represents the “gold standard” and 1s
inappropnate for many AIM companies but there 1s no alternative code

Following gwdance of the Quoted Compames Alliance, the Company’s corporate governance procedures take due
regard of the pnnaples of good govemance set out 1n the UK Corporate Governance Code 1n relation to the size and
the stage of development of the Company

Role of the Board

'he Board has a responsibihty to govern the Company rather than to manage 1t and in doing so act in the best interests
of the Company as a whole hach member of the Board 1 commutted to spending sufficient ume to cnable them to
carry out their duties as a Director  Non-executive Directors receive formal letters of appomtment setting out the key
terms, condions, and expectations of their appoiatment

Responsibilines of the Board

I'he Board 1s responsible for formulatng, reviewing and approving the Company's strategy, financtal activittes and
operating performance Day to day management 1s devolved to the Ixecutve Directors who are charged wath
consulting the Board on all sigruficant financal and operational matters

Board of directors

I'he Board of directors currently compnises five directors, two of whom are execunve directors, of these, one 1s
exccutve chairman and chief executive  There 15 one independent non-executive director, being James Ladner, and
two non-cxecutive directors who addittonally provide professional services to the Company and who therefore do not
quabfy as independent

T'he directors are of the opion that the Board comprises a suitable balance and that the recommendations of the UK
Corporate Governance Code have been implemented to an approprate level The Board, through the hxecutive
Chairman, the cxecutive director and the non-executive directors, mamntamns regular contact with tts advisers and public
relanons consultants in order to ensure thar the Board develops an understanding of the views of major sharcholders
about the Company

All directors have access to the advice of the Company’s sohcitors and the Company Secretary, necessary information
15 supplied to the directors on a timely basis to enable them to discharge their dunes effectively and all directors have
access to mdependent professional advice, at the Company's expense, as and when required

Executive Chairman

‘L he Board acknowledges that, in having an Executive Charrman who 15 also the Chuef Lxecutive Officer, best practice
1s not beng followed However, it 1s the opmion of the Board as a whole that the current arrangements are
appropnate to the Company and Group at this stage of development

Board meeungs

I'he Board meets regularly throughout the year Dunng the year ended 30 June 2011 the Board met threc umes n
relanon to normal operanonal matters

Board commuattees
The Board has established the following commuttees, each of which has its own terms of reference
Audit Commuttee

I'he Audit Commuttee constders the Group's financual reporting, ncluding accounting policies, and internal financial
controls ‘The Audit Commuttee compnses two directors, Julian Lee as Chairman and John Watkins 1t 1s responsible
for ensuring that the financial performance of the Group 1s properly monicored and reported on

Remunerntion Commuittee

The Remuneraton Commuttee 15 responsible for making recommendatons to the Board on directors’ and semuor
executives’ remuneration 1t compnses two directors, John Watkins as Chaurman and Julan Ice  Financial packages
for execuuve directors are estabhshed by reference to those prevaling in the employment market for executives of
equivalent status both mn terms of level of responsibiity of the position and thewr achievement of recognised job
qualficanons and skdls The commuttee will also have regard to the terms which may be required to attract an
equivalent expenenced executive to joun the Board from another company
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Regency Mines pic
Company number 05227458

Cotporate Governance Statement {continued)
Board commuttees, continued
Nomunations Commuttee

The Board has not establshed a Nominanons Commutee ‘The Board considers that a separately established
commuttee 1s not warranted at ths stage of the Group’s development and that the functions of such a commuttee are
beng adequately discharged by the Board as a whole

Ethical decision making

Confidenuahity: In accordance with legal requirements and agreed ethucal standards, Directors and all staff have agreed
to mantun confidentiahty of non-public information except where disclosure 15 authorised or legally mandated

Bnbery In accordance with the provisions of the Bribery Act, all Directors and staff acknowledge that 1t 15 an offence
under the act to engage 1n any form of babery

Share dealing' Sec paragraph relating to secunties trading below
Internal controls

I'he directors acknowledge thewr responsibility for the Group’s systems of internal controls and for reviewing therr
effectivencss  These mternal controls are designed to safeguard the assets of the Group and to ensure the rehability of
financial information for both mternal use and external publication Whilst they are aware that no system can provide
absolute assurance against matenal misstatement or loss, i the light of increased activity and further development of
the Group, continuing reviews of internal controls will be undertaken to ensure that they are adequate and effective

Insurance
The Group maintamns mnsurance in respect of its Directors and officers against habilites 1n relaton to the Company
Treasury Policy

The Group finances 1ts operations through equury and holds 1ts cash as a liquid resource to fund the obligations of the
Group Decisions regarding the management of these assets are approved by the Board

Secunties Trading

Lhe Board has adopted the Share Dealing Code contaned within the AIM rules that apples to Directors, semor
management and any employee who 15 n possession of “inside mformaton™  All such persons are prohibited from
trading 1n the Company’s securitics if they are mn posscssion of “mside information”  Subject to this condion and
trading prohibitions applying to “close peniods” {usually two months prior to the publication of the interim and final
audrted accounts), trading can occur provided the relevant individual has recetved the appropnate prescnbed clearance
All Directors and staff are required to advise the Executive Charrman of their intention to undertake a transaction 1n
the Company’s shares  Such a transaction will be precluded of the Ihirector or employee 15 considered to be 1n
possesston of non-public matenal information

Relations with Shareholders

The Board recognses that 1t 15 accountable to Sharcholders for the performance and acuvines of the Company and
Group and to this end 15 commurted to providing effective communicanon with the Sharcholders of the Company

Sigmificant developments are dissemnared through stock exchange announcements and regular updates of the
Company website where descripnions of the Group projects are available and updated regulary In addition, copies of
press comments, broker notes, video updates and presentations are avadable  On the website, shareholders may sign
up to receive news releases directly by email

The Board views the Annual General Meeting as an important forum for commumication between the Company and
its Sharcholders and encourages shareholders to express their views on the Group’s business actuvities and
performance
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Regency Mines plc
Company number 05227458

Independent Auditor’s report to the members of Regency Mines plc

We have audited the financial statements of Regency Mines ple for the year ended 30 June 2011 which compnse the
consolidated and parent company statements of financil posinon, the consolidated income statement, the
consolidated starement of comprehensive mcome, the consohdated and parent company statements of changes in
equity, the consolidated and parent company statements of cash flow and the related notes T'he financial reporung
framework that has been applied in their preparation 1s applicable law and International Financial Reporting Standards
(“IFRS™) as adopted by the European Union and, as regards the parent company financal statements, as applied in
accordance with the provisions of the Companes Act 2006

‘This report is made solely to the company’s members, as a body, 1n accordance with Chapter 3 of Part 16 of the
Compantes Act 2006 Our audit work has been undertaken so that we mght state to the company’s members those
matters we are required to state to them 1n an auditor’s report and for no other purpose To the fullest extent
permutted by law, we do not accept or assume tesponsibility to anyonc other than the company and the company’s
members as a body, for our audit work, for this report, or for the options we have formed

Respecuve responsibiities of directors and auditor

As explained more fully in the Directors” Responstbtlines Statement set cut on page 9, the directors are responsible for
the preparation of the financial statements and for being satisfied that they give a true and fair view Our responsibihity
15 to audit and express an opiucn on the financal statements m accordance with applicable law and Internatonal
Standards on Auditing (UK and Ireland) Those standards require us to comply with the Audiing Practices Board’s
(“APB’s”) Ethical Standards for Auditors

Scope of the audit of the financal statements

A descopnon of the scope of an audit of financial statements 15 provided on the APB's website at
www frc org uk/apb/scope/private cfm

Opinion on financial statements
In ocur opimion

e the financial statements give & true and fair view of the state of the Group's and of the Parent Company's
affairs as at 30 June 2011 and of the Group's profit for the year then ended,

&  the Group financial statements have been properly prepared in accordance with IFRS as adopted by the
Huropean Union,

¢ the Parent Company financial statements have been properly prepared 1n accordance with IFRS as adopted
by the European Unton and as applied in accordance with the provisions of the Compantes Act 2006, and

*  the financial statements have been prepared 1n accordance with the requirements of the Companies Act

2006
Opuon on other matter prescribed by the Compames Act 2006

In our opinton the informaton given n the Directors' Report for the financal year for which the financial statements
are prepared 1s conststent with the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to
you if, 1n our opmion

¢ adequate accounting records have not been kepr by the parent company, or returns adequate for our audit
have not been received from branches not visited by us, or

®  the parent company financial statements are not tn agreement with the accounting records and returns, or
*  certain disclosures of directors’ remuneration speafied by law are not made, or

®  we have not recerved all the mformaton and explanations we requure for our audit

) O

Rowan Palmer {Semor Statutory Auditor)

for and on behalf of Chapman Dawvis LLP
Chartered Accountants and Statutory Auditor
London, Umted Kingdom

1 December 2011
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Regency Mines plc

Company number 05227458

Consolidated statement of financal positton
as at 30 June 2011

Notes 30 June 2011 30 June 2010
ASSETS £ £
Non current assets
Property, plant and equipment 8 169,211 28,181
Investments 1n associates 10 5,495,296 1,414,096
Goodwill i1 54,034 47273
Available for sale financial assets 12 6,113,440 412,584
Exploration asscts 13 3,119,718 2,048,408
Total non current assets 14,951,699 3,950,542
Current assets
Cash and cash cquivalents 1,165,912 30,828
Trade and other receivables 14 1,035,885 303,788
Total current assets 2,201,797 334,616
TOTAL ASSETS 17,153,496 4,285,158
EQUITY AND LIABILITIES
Equity attnibutable to owners of the parent
Called up share capital 18 611,952 427,882
Share premium account 11,248,428 4,755,071
Share based payment reserve 172,744 174915
Other reserves 1,437,564 63,634
Retained carmings 667,360 (1,477,797)
Total equity 14,138,048 3,943,705
LIABILITIES
Current habilities
Trade and other payables 15 826,269 341,453
Short-term borrowings 2,181,229 -
Non current hiabilites
Deferred tax habilines 16 7,950 -
TOTAL EQUITY AND LIABILITIES 17,153,496 4,285,158

T'hese financial statements on pages 14 to 51 were approved by the Board of Directors and authorised for 1ssue on
1 December 2011 and are signed on its behalf by

ﬂ“ﬂ_u)»/v -

Andrew R M Bell Julian M E Lee
Exccutrve Chatrman Durector

The accompanying notes form an imntegral part of these financial statements
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Consolidated income statement
for the year ended 30 June 2011

Notes

Revenue — Management services

Total revenue

Gam on diution of interest m assocuate

Impairment of investment 1n associate

Impairment of available for sale financtal asset

Exploration expenses

Admimstrative expenses {net} 3
Share of profits of associates (net of tax)

Finance costs

Profit for the year before taxation

Lax credut/(charge)

Profit for the year attributable to owners of the parent

Earmings per share attnbutable to owners of the parent
Barnings per share — basic 7

Eamings per share — diluted 7

All of the group’s operations are considered to be contnung

The accompanying notes form an integral part of these financial statements

Regency Mines plc

Company number 05227458
Yearto Year to
30 June 2011 30 June 2010
L
166,988 42,012
166,988 42,012
1,028,422 182,857
- {(466)
(76,199) -
{412,682) (53,432)
(1,014,704) (495,161)
2,174,091 930,809
(40,237) (4,534)
1,825,679 602,085
317,307 (86,278)
2,142,986 515,807
0.40 pence 013 pence
0.40 pence 013 pence
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Consolidated statement of comprehensive income
for the year ended 30 June 2011

Profit for the year

Surplus/(defiert) on revaluanon of available for sale financial assets
Imparment of avalable for sale financial assets

Deferred tax on available for sale financial assets

Share of other comprehensive income/{cxpense) of assocates
Deferred tax on losses of associates

Unrealised foretgn currency gan

Total comprehensive income for the year
attnbutable to owners of the parent

The accompanying notes fornt an integral part of these financil starements

Regency Mines plc

Company number 05227458
Year 1o Year to
30 June 2011 30 Junc 2010
£ £
2,142,986 515,807
734,053 (36,888)
- {25,755)
(161,799) 68,201
628,687 (504,714)
(163,458) 18,077
336,447 55,757
3,516,916 90,485
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Regency Mines plc

Company number 05227458
Consolidated statement of changes 1n equuty
for the year ended 30 June 2011
The movements m equity dunng the penod were as follows
Share Share based
Share premiurm Retained payment Other lotal
capital account eannings reserve reserves equity
£ £ £ £ £ £
As at 30 June 2009 352,808 3,775,578 (1,996,189} 117,748 488,956 2,738,901
Changes in equaty for 2010
Profit for the year - - 515,807 - - 515,807
Other comprehensive
expense
for the year - - - - (425,322) (425,322)
Transactnons with owners
Issue of shares 75,074 1,097,541 ; ; - 1,172,615
Share 1ssue and
fundraising costs - (118,048) - - - (118,048)
Share based payment charge - - - 59,752 - 59,752
Share-based
payment transfer - - 2,585 (2,585) - -
Total transactions
with owners 75,074 979.493 2,585 57,167 - 1,114,319
As at 30 June 2010 427,882 4,755,071 (1,477,797) 174,915 63,634 3,943,705
Changes n equaty for 2011
Profit for the year - - 2142986 - - 2,142,986
Other comprehensive
income
for the year - - - - 1,373,930 1,373,930
Transactions with owners
Issue of shares 184,070 6,556,683 - - - 6,740,753
Share 1ssue and
fundrasing costs - (63,326) - - - (63,326)
Share-based
payment transfer - - 217N (2,171) - -
Total transactions
with owners 184,070 6,493,357 2,171 (2,171) - 6,677,427
As at 30 June 2011 611,952 11,248,428 667,360 172,744 1,437,564 14,138,048
Avatlable Foreign
for sale Associate currency
financial asset  imvestments translaion  Consohdanon Total other
TESCIVe reseIve ICSCINVG RCSCTVC TESEIVES
£ £ £ L
As at 30 June 2009 (217,072 437,763 115,344 152,921 488,956
Changes 1 equuty for 2010
Profit for the year - - - - -
Other comprehensive
mcome/ (expense)
for the year 5,558 (486,637) 55,757 - (425,322)
Transactions with owners
Share-based payments - - - - -
As at 30 June 2010 {211,514) (48,874) 171,101 152,921 63,634
Changes 1n equaty for 2011
Profit for the year - - - - -
Other comprehensive
mcome
for the year 572,254 465,229 336,447 - 1,373,930
Transactions with owners
Share-based payments - - - - -
As at 30 June 2011 360,740 416,355 507,548 152,921 1,437,564
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Consolidated statement of cash flows
for the year ended 30 June 2011

Cash flows from operating acuviues
Profit before taxation

Increase m receivables

Increase in payables

Depreciation

Exploration property costs
Impairment of exploration properties
Share based payments

Currency (gamns)/losses

Finance cost (net}

Share of profits of associate
Impairment of associate investment
Impairment of available for sale financial assets

luxceptional gamns on diution of interest in associate

Net cash outflow from operations

Cash flows from mvesting activities
[nterest recerved

[nterest pard

Purchasc of associate company investments
Purchase of fixed assets

Purchasc of available for sale financial assets
Exploration costs

Net cash outflow from invesung activities

Cash mnflows from financing activities
Proceeds from issue of shares
Transaction costs of 1ssue of shares
Proceeds of new borrowings

Net cash inflow from financing activities

Net increase/{decrease) i cash and cash
equivalents

Cash and cash equivalents at the beginning of peniod

Cash and cash equivalents at end of penod

Regency Mines plc
Company number 05227458

Year to Year to
30 June 2011 30 June 2010
£ £
1,825,679 602,085
(732,097) (136,626)
484,816 115,298
28,784 11,691
- 53,432
319,056 -
- 59,752
{67,523) 9,555
40,237 4,534
(2,174,091} (930,309}
- 466

76,199
(1,028,422) (182,857)
(1,227,362) (393479
10,689 3t
(50,926) {4,565)
(250,000) (80,075)
(159,616) (29,007)
(5,043,002) (255,642)
(1,003,355) (464,561)
(6,496,210) (833,819)
6,740,753 1,172,615
(63,326} {118,048)
2,181,229 -
8,858,656 1,054,567
1,135,084 (172,731)
30,828 203,559
1,165,912 30,828

Ihe accompanying notes and accounting pohaes form an mtegral part of these financial starements
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Regency Mines plc

Company numbet 05227458
Company statement of financial position
as at 30 June 2011
30 June 2011 30 June 2010

Notes £ £
ASSETS
Non current assets
Property plant and equipment 8 72,552 19,347
Investments 1n subsidianies 9 126,768 199,250
Investments 1n associates 10 949,075 699,075
Available for sale financial assets 12 6,113,440 412584
Total non current asscts T 1,261,835 T 1330256
Current assets
Cash and cash equivalents 1,075,844 24,852
Trade and other receivables 14 3,748,108 2,362,281
Total current assets -—TEZSHT _—2%?
TOTAL ASSETS T 12,085,787 T 3717389
EQUITY AND LIABILITIES
Called-up share capiral 18 611,952 427,882
Share premiurmn account 11,248,428 4,755,071
Other reserves 467,256 (102,827)
Retained carnngs (2,738,528) (1,637.275)
Total equity T 9,589,108 T 3442851
LIABILITIES
Current habilities
Trade and other payables 15 307,500 274,538
Short-term borrowings 2,181,229 -
Non current habilines
Deferred tax ltabihines 16 7,950 -
TOTAL EQUITY AND LIABILITIES T 12,085,787 T 3717389

These financial staternents on pages 14 to 51 were approved by the Board of Directors and authensed for 1ssue on 1
December 2011 and are signed on 1ts behalf by

A ‘

Andrew R M Bell Jultan M Elce
Executive Chairman Director

The accompanymng notes form an integral part of these financial statements
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Company statement of changes in equty

for the year ended 30 June 2011

The movements 1n reserves during the penod were as follows

Regency Mines plc
Company number 05227458

Share
premum Retaned Other
Share capital account earnings reserves  Total equity
£ £ £ £
As at 30 Junc 2009 352,808 3,775,578 (1,175,558) (97,352) 2855476
Changes m equity for 2010
Loss for the year - - (464,302} - (464,302)
Other comprehensive
expense for the year - - - (62,642) (62,642)
Transactions with owners
Issue of shares 75,074 1,097,541 - - 1,172,615
Share 1ssue and fundrassing costs - (118,048) - - (118,048)
Share based charge - - - 59,752 59,752
Share based transfer - - 2,585 (2,585) -
Total transactions with owners 75,074 979,493 2,585 57,167 1,114,319
As at 30 June 2010 427,882 4,755,071 (1,637,275) (102,827) 3,442,851
Changes 1n equaty for 2011
Loss for the year - - (1,103,424) - (1,103,424)
Other comprehensive
mmcome for the year - - - 572,254 572,254
Transacuons with owners
[ssue of shares 184,070 6,556,683 - - 6,740,753
Share 1ssue and fundrasing costs - (63,326} - - (63,326)
Share based transfer - - 21mM (2,171} -
Total transactions with owners 184,070 6,493,357 2,1 (2,171) 6,677,427
As at 30 June 2011 611,952 11,248,428  (2,738,528) 467,256 9,589,108
Avalable for  Share based
sale financal payment Currency L otal other
asset reserve reserve reserve [CSEIVES
£ L £ £
As at 30 June 2009 (217,072) 117,748 1972 (97,352}
Changes in equity for 2010
Profit for the year - - - -
Other comprehensive expense
for the year (62,642) - - (62,642)
Transactions with owners
Share-based payment charge - 59,752 - 59,752
Share-based payment transfer - (2,585) - {2,585)
As at 30 June 2010 (279,7114) 174915 1972 (102,827)
Changes 1n equuty for 2011
Profit for the year - - - -
Other comprehensive income
for the year 572,254 - - 572254
Transactions with owners
Share-based payment transfer - (2171} - (2,171)
As at 30 June 2011 292,540 172,744 1,972 467,256
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Regency Mines plc

Company number 05227458
Company statement of cash flows
for the year ended 30 June 2011
Year to Year to
30 June 2011 30 June 2010
£ £
Cash flows from operating activities
Loss before taxation (1,257,273} (464,302)
Increase in recevables (1,385,827) (1,069,388)
Increase in payables 32,962 129,716
Depreciation 16,235 9,827
Exploration property costs - 47.698
Sharc based payments - 59,752
Fmance cost {net) 40,237 4473
Impairment of associate investment - 466
Impairment of subsidiary investment 72,482 -
Impairment of available for sale financial assets 76,199 -
Net cash (outflow) from operations (2,404,985) (1,281,758)
Cash flows from mvestung actvities
Interest receved 10,689 1
Interest pad (50,926) {4,504)
Purchasc of assoctate company investments {250,000) (80,075)
Purchase of fixed assets (69,440) (28,562)
PPurchase of available for sale financial assets (5,043,002) (255,642)
F'xplorauon costs - (47,698)
Explorauon properties sold - 494,506
Net cash (outflow)/mflow from investing activites (5,402,679) 78,056
Cash mflows from financing activiues
Proceeds from 1ssue of shares 6,740,753 1,172,615
‘I ransaction costs of 1ssue of shares (63,326) (118,048)
Proceeds of new borrowings 2,181,229 -
Net cash inflow from financing acuvities 8,858,656 1,054,567
Net increase/(decrease) in cash and cash equivalents 1,050,992 (149,135)
Cash and cash equivalents at the beginning of penod 24,852 173,987
Cash and cash equivalents at end of penod 1,075,844 24 852

The accompanying notes and accounting polictes form an integral part of these financial statements
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Regency Mines plc
Company number 05227458

Notes to financial statements
for the year ended 30 June 2011

1

11

1.2

Principal accounung pohcies

Authonsation of financial statements and statement of comphance with IFRS

T'he group financial statements of Regency Mines ple for the year ended 30 June 2011 were authenised for 1ssue
by the Board on 1 December 2011 and the Statement of Financial Posmmon signed on the Board’s behalf by
Andrew Bell and Juban Lee Regeney Mines ple 1s a public hmited company mncorporated and donuciled 1n
England and Wales The Company’s ordinary shares are traded on AIM

Basis of preparation

The financial statements have been prepared in accordance with Internanonal Financul Reporting Standards
and IFRIC interpretanons as endorsed by the EU (“IFRS™) and the requirements of the Compantes Act
applicable to compantes reporting under IFRS

The financal staternents have been prepared on the historical cost basts, except for the revaluation of certamn
financtal instruments The prncipal accounting polices adopted arc set out below

Company Statement of Comprehensive Income

As permutted by Secuon 408 Companies Act 2006, the Company has not presented its own Statement of
Comprehensive Income  ‘The Company’s loss for the financial year was £1,103,424 (2010 £464,302) [he
Company’s other comprehensive expense for the financial year was £572,254 (2010 £62,642)

Amendments to published standards effectuve for the year ended 30 June 2011

I'he following standards have been adopted during the year
. IAS 1 (Revised) “Presentation of Finaneml Statcments”,

. IAS 7 (Revised) “Statement of Cash Flows”,

. IAS 17 (Revised) “ Leases”,

. IAS 23 “Borrowing Costs”,

. IAS 27 (Revised) “Consolidated and Separate Financial Statcments”,
. IAS 32 (Revised) “Financial Instruments Presentation”,

. IAS 36 (Revised) “Impairment of Assets”,

. IAS 39 (Revised) * Financial Instruments Measurement”,

Although the adoption of these amendments has had no impact on the financial posinon and performance of
the Group, additional disclosures have been provided to comply wath the revised standards

Standards adopted carly by the Group
The Group has not adopted any standards or interpretations early in ether the current or the preceding
financial year

Adoption of standards and interpretations

As at the date of authonsaton of these financial statements, there were Standards and Interpretanons n 1ssue
but that are not yet effecnve and have not been applied 1 these financial statements, as hsted belowr

Standards, amendments and imterpretations in 1ssue but not effective

IFRS 9 “Financial Instruments Classificanon and Measurement”,
IFRS 10 “Consoldated Financial Statements”,

IFRS 11 “Jont Arrangements”,

IFRS 12 “Iisclosure of Interests in Other Fntties™,

IFRS 13 “Fair Value Measurement”,

IAS 12 “Income laxes (amendment)”,

IAS 24 “Related Party Dusclosures {revised)”,

1AS 28 “Investments tn Associates {revised)”, and

¢« & & & & * &
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Regency Mines plc
Company number 05227458

Notes to financial statements
for the year ended 30 June 2011

12

13

Basis of preparation, continued

The Directors do not anticipate that the adoption of these standards and interpretations in future pentods could
have a materal effect on the financal positon or performance of the Group and Company, other than the
wntroduction of IFRS 10 which could affect the financial position and performance and IFRS 12 which 1s likely
to increase the level of disclosure required tn respect of the Group’s investments

IFRS 10 1s a new standard which establishes pnnaples for the presentaton and preparation of consolidated
financal statements As a result of its publication, the Darectors will be required to consider the application of
the revised definition of control to determine whether additional enties will need to be consolidated and
whether consolidation 1s stll appropmnate for those that currently are

The new defimtion of contro! will require the directors to consider whether the Company has

a)  power over the investee
b) exposure, or nights, to varable returns from mvolvement with the investee, and
¢}  the abiity to use power over the mnvestee to affect the amount of the mvestor's returns

I'he financial effect of such changes on the Group has not yet been relably esumated However, 1t 1s widely
expected, urespective of industry sector and wathout specific reference to the Group that the adoption of IFRS
10 15 likely to result in more entities betng consolidated

Significant accounting judgements, estimates and assumpuons
Sigmficant accounting estimates and asssmplions

The carrying amounts of certain assets and Liabalities are often determined based on estmates and assumptions
of future events The key cstmates and assumptions that have a significant sk of causing a matenal
adjustment to the carrying amounts of certun assets and habilibes within the next annual reporting perniod are

Share-hased payment transacthions

The Group measures the cost of equity-settled transacttons with employees by reference to the fair value of the
equity instruments at the date at which they are granted The fair value s determuned using the Black-Scholes
model

Gotng coricern

As detaled 1n final paragraph of the Director’s Report, the directors’ have complete confidence 1n their ability
to raise further capital and that therr efforts will generate sufficient ongomg cash to meet the company’s
outgoings for the foreseeable future On this bass the directors believe it 15 appropriate to prepare these
financial statements on a gomg concetn basts

Assoceates

Lhe directors have classified, as an assocate, an equity mnvestment where the Company 15 in a pesiion to
exeraase sigruficant mnfluence, but not control or joindy control, through participaton 1n the financial and
operating policy decisions of the investee

Sigruficant mfluence s presumed when the Company holds greater than 20% of the voting power of the
investee, unless it can be clearly demonstrated that this 1s not the case Conversely, if the Company holds less
than 20% of the voting power of an mvestee, it 1s presumed that the Company does not have significant
influence, unless such influence can be clearly demonstrated

Where the Company’s holding mn an associate 1s diluted, the Company recognises 4 gan or loss on dilution
profit and loss s 15 calculated as the difference between the Company’s share of proceeds recerved for the
ddutive share 1ssue and the value of the Company’s effective disposal

Segnificant pudgements in applyng the accounting polaes
Inpatrment of avarlable for sale financial ascets

The Group follows the gundance of [AS 39 to determine when an avalable for sale financial asset and
mnvestment in an associate ts impared IThis determunation requires sigmficant judgement In makmg this
judgement, the Group evaluates, among other factors, the duraton and extent to which far value of an
investment 1s less than its cost

As a result of this review the Group has fully immpared 1ts mvestments n Aquanan Limuted and Red Rock
Zambia Limited
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Regency Mines plc
Company number 05227458

Notes to financial statements
for the year ended 30 June 2011

1 4 Basis of consohdauon

The consoldated financial statements of the Group incorporate the finanaal statements of the Company and
entitics controlled by the Company, its subsidianies, made vp to 30 June each year

Subsidiaries

Subsidianes are entites over which the Group has the power to govern the finanaal and operating pohicies so as to
obtain economic benefits from their actvines  Subsidranes are conschdated from the date on which control 15
obtaned, the acquisition date, until the date that control ceases

The acquisinon method of accounting 1s used to account for the acquusition of subsidiaries by the Group T'he cost
of an acquusition 15 measured as the fair value of the assets given, equity mstruments 1ssued, contingent consideration
and liabilines incurred or assumed at the date of exchange  Costs directy attnbutable to the acquisition are expensed
as incurred  Idennfiable assets acquared and labshties and conbngent kabidities assumed in 2 business combination
are iutially measured at faur value at the acquisiion date

Provisional farr values are adjusted aganst goodwall of addional informaton 15 obtaned within one year of the
acquisiton date, about facts or circumstances extsting at the acquisiion date  Other changes m provisional fair
values are recogmsed through profit or loss

Intra-group transactions, balances, and unrealtsed gains and losses on transactions between Group companies
are chmnated on consolidatton, except to the extent that mtra-group losses indicate an mpairment

For the year ended 30 Junc 2011, the consolidated financial statements combine those of the Company with
those of its substdianies, Canopus No 83 Limited, Red Rock Urantum Pty Limuted, Regency Mines Australasia
Pty Limited and Regency Resources Lamited

Associates

An assocate 15 an entity over which the Company s i a position to excrase sigruficant mfluence, but not control or
jomntly control, through participation i the financial and operating policy deaisions of the mvestee

Investments 10 assocates are recognised 1n the consolidated financial statements using the equity method of
accounting The Group’s share of post acquisition profits or losses 15 recognised m profit or loss and us share of
post acquisiton movements 1n other comprehensive income are recognsed directly in other comprehensive mcome

The carrying value of the investment, including goodwall, 1s tested for impairment when there s objective evidence
of tmpairment. Losses 1n excess of the Group’s mterest 1 those associates are not recognsed unless the Group has
wncurred obhganons or made payments on behalf of the assocuate

Where a Group company transacts with an associate of the Group, unrealised gains are eliminated to the extent of
the Group’s interest 1n the relevant assocate  Unrealised losses are also cimmnated unless the transaction provides
evidence of an impairment of the asset transferred 1n which case appropnate provision s made for impatrment.

In the Company accounts tnvestmnents in assocites are recognsed and held at cost The carrying value of the
nvestment 15 teated for imparrment when there 15 objecnve evidence of imparment.

Taxaton

Corporanon tax payable s provided on taxable profits at the current rate 1 he tax cxpense represents the sum
of the current tax expense and deferred tax expense

The tax currently payable 1s based on taxable profit for the year Taxable profir differs from accounting profit
as reported 1 the Statement of Comprehensive Income because 1t excludes items of income or expense that
are raxable or deducuble in other years and it further excludes tems that are never taxable or deducuble lhe
Group’s hability for current tax 15 measured using tax rates that have been enacted or substanuvely enacted by
the reporting date

Deferred tax 15 the tax expected to be payable or recoverable on differences between the carrying amount of
asscts and labihtes 1n the financal statements and the corresponding tax bases used in the computation of
taxable profit and 1s accounted for using the balance sheet habiity method Deferred tax labilittes are
recogmsed for all taxable temporary differences and deferred tax assets are recogmsed to the extent that 1t 1s
probable that taxable profits will be avalable against which deductible temporary differences can be utiised
Such assets and labihties are not recogrused 1f the temporary difference anses from the munal recognition of
goodwll or from the 1mnal recogninon, other than m a business combinanon, of other assets and lhabilities 1 a
transaction which affects nerther the raxable profit nor the accounting profit

Deferred tax habiittes are recogrased for taxable temporary differences ansing on investments in subsidiries and
associates and interests m joint ventures, except where the Group 1s able to control the reversal of the temporary
difference and 1t 1s probable that the temporary difference will not reverse in the foresceable future
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15 Taxauon (conunued)

Deferred tax 15 calculated at the tax rates that are expected to apply to the period when the asset 15 realised or
the Labthty 15 settled based upon tax rates that have been enacted or substantively enacted by the reporting
date Deferred tax 15 charged or credited i profit or loss, except when 1t relates to items credited or charged
directly to equity, in which case the deferred tax 15 also dealt wath 1n equity, or ttems charged or credited directly
to other comprehensive income, 1n which case the deferred tax 1s also recogmsed in other comprehensive
mcome Deferred tax assets and Liabilites are offset where there 15 a legally enforceable nght ro offset current
tax asscts and habilities and the deferred tax relates to income tax levied by the same tax authonties on either

. the same taxable entity, or

. different taxable entittes which intend to settle current tax assets and habilites on a net basts or to
realise and settle them simultancously 1n each future peniod when the sigficant deferred tax assets
and labilines are expected to be realised or settled

Property, plant and equipment

Property, plant and equipment acquired and identified as having a useful life that exceeds one year 15 capitalised
at cost and 15 depreciated on a straight line basis at annual rates that will reduce book values to esumated
residual values over therr anticipated useful lives as follows

Office furniture, fixtures and fittings — 33% per annum
Leasehold improvements — 5% per annum
Foreign currencies

Both the functional and presentational currency of Regency Mines ple 1s sterhng (f) Ekach Group ennty
determunes its own functional currency and items included m the financial statements of each ennity are
measured using that functional currency The functional currencies of the foreign subsidianies are the Australian
Doltar (AUD) and the Papua New Guinea Kina (PNG)

Transactions in currencies other than the functional currency of the Company are sutially recorded at the
exchange rate prevailing on the dates of the transaction At each reporting date, monetary assets and habilites
that arc denomunated 1n foreign currencies are retranslated at the exchange rate prevaling at the reporting date
Non-monetary assets and labilities carried at fair value that are denominated in foreign currencies are translated
at the rates prevaling at the date when the fair value was determuned Gatns and losses ansing on retranslavon
are tncluded m profit or loss for the period, except for exchange differences on non-monetary assets and
habilsties, which are recognised duectly in other comprehensive income when the changes i fair value are
recognised directly in other comprehensive income

On consolidation, the assets and habilines of the Group’s overseas operations are translated nto the Group’s
presentational currency at exchange rates prevaling at the reporting date Income and expense items are
translated at the average exchange rates for the penod unless exchange rates have fluctuated sigmificantly dunng
the year, n which case the exchange rate at the date of the transaction 1s used All exchange differences ansing,
if any, are recogmsed as other comprehensive mcome and are transferred to the Group’s foreign currency
translation reserve

Revenue

Revenue 15 the gross mflow of economic bencfits dunng the penod ansing in the course of the ordmary
activities of the Group and the Company, when those mflows result in mereases 1 equity

Revenue ts measured at the far value of the consideration receved or recervable for investment asset disposals
m the normal course of business and 1s recognised when revenue and associated costs can be measured reliably
and future cconomuc benefits are probable

In addition, revenue from management services 1s recogmised on an accruals basis when the services have been
delivered and any associated costs have been mcurred

Exploraton assets

Exploration assets compnse exploration and development costs incurred on prospects at an exploratory stage
These costs mclude the cost of acqusition, exploration, determunation of recovemble reserves, economic
feasibility studies and all technical and administrative overheads durectly associated with those projects  These
costs are carried forward in the Statement of Financal Position as non-current mtangible assets less provision
for wdentified impairments Recoupment of exploration and development costs 1s dependent upon successful
development and commercial explottation of each area of mterest and will be amortised over the expected
commerctal life of each area once production commences The Group and the Company currenty have no
exploration assets where production has commenced
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19 Explorauon assets (continued)

The Group adopts the “area of interest” method of accounting whereby all exploratton and development costs
relanng to an area of interest arc capitalised and carned forward unal abandoned In the event that an area of
mnterest s abandoned, or if the Directors consider the expenditure to be of no value, accumulated exploraton
costs arc wrtten off in the financal year 1 which the decsion 1s made  All expeaditure incurred prior to
approval of an application 1s expensed with the exception of refundable rent which 15 rased as a receivable

Upon disposal, the difference between the fair value of consideration recewvable for exploration assets and the
relevant cost within non-current assets 18 recogrused tn the Income Statement

Share based payments

T'he Group operates an equity-scttied share-based payment arrangement whereby the fair value of services
provided 15 determuned indirectly by reference to the fair value of the instrument granted

The fair value of options granted to directors and others 1n respect of services pronded 1s recognsed as an
expense in the statements of mcome with a corresponding mcrease in equity reserves — the share-based
payment reserve

On exercise or cancellanon of share options, the proporton of the share-based payment reserve relevant to
those options 15 transferred to retamed carnings On exerase, equity 1s also increased by the amount of the
proceeds received

The faur value 1s measured at grant date and charged 1n the accounting peniod during which the option becomes
uncondinonal

The far value of options s calculated using the Black-Scholes model taking into account the terms and
conditions upon which the options were granted There are no market vesting condiions  The exercise pnice
1s fixed at the date of grant

Finance costs/revenue

Borrowing costs are recogmsed on an accruals basts using the effective mterest method

Fmance revenue 1s recogused as mterest accrucs using the effective mterest method This 1s a method of
calculating the amortised cost of a financial asset and allocating the interest income over the relevant penod
using the effective interest rate, which 1s the rate that exactly discounts estmated future cash recempts through
the expected hfe of the financial asset to the net carrying amount of the financial asset

Fmancial instruments

Financal assets and financial liabilites are recogmised where the Group has become party to the contractual
provistons of the instrument

Fmancial assets
Imvestments

Investments mn subsidiary companies are classificd as non-current assets and incuded m the Statement of
Financial Position of the Company at cost at the date of acquisttion less any tdentified mparrments

Investments m assocuate companics are classificd as non-current assets and included tn the Statement of
Financal Posinon of the Company at cost at the date of acquisition less any wdentified imparrments

For acquisitons of subsidiaries or associztes achieved 10 stages, the company re-measures 1s previously held
equity interests i the acquiree at 1ts acqusiton-date fair value and recognises the resulang gain or loss, if any, n
profit or loss Any gams or losses previously recognised 1 other comprehensive imcome are transferred to profit
and loss

Avarlable for sale financal assets

Fquty mnvestments mtended to be held for an indefinite penod of ume are clasafied as avadable for sale
financial assets They are carned at fair value, where this can be relably measured, with movements 1n far value
recognised 1n other comprehensive income and debited or credited to the available for sale financial assets
reserve Where the fair value cannot be relrably measured, the nvestment 1s carried at cost or a lower valuation
where the directors consider the value of the investment to be imparred

Available for sale financial assets are mcluded within non-current assets On disposal, the difference between the
carrying amount and the sum of the consideratton recerved and any cumulative gam or loss that had previously
been recogmised directly 1n reserves 1s recogmsed i the Income Statement
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112 Financial instruments, continued

Avalable for sale finanaal assets (continued)

Income from avalable for sale financial assets 1s accounted for 1n the Income Smiement when the nght to
recetve it has been established

Trade and other recesvables

Trade recervables, which generally have 30 day terms, are recognised and carnied at enginal invoice amount less
an allowance for any uncollecrable amounts

An allowance for doubtful debts 15 made when there 15 objective evidence that the Group will not be able to
collect the debts Bad debts are wnitten off when identified

After intaal recogmitton these assets are measured at amortised cost using the cffective mterest method less
provision for impawrment

Finanaial habilities and equity

Trade and other payables

Itade and other payables are imtially recogmsed at fair value and represent hiabilines for goods and services
provided to the Group pnor to the end of the financial year that are unpad and anse when the Group becomes
obliged to make future payments i respect of the purchase of these goods and services

Short termt borrowengs

Short term borrowings are recorded wutally at thew fair value, net of direct transaction costs Such instruments
are subsequently carried at thewr amortised cost and finance charges, mcluding premiums payable on settdement
or redemption, are recogtused in profit or loss over the term of the mstmment using an effective rate of interest

Equty instruments

Equity mnstruments 1ssued by the Company are recorded at far value as mitial recogmtion net of transaction
costs
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2 Segmental analysis

As with all mmeral exploration ventures yet to generate cash from operauons, ensuring adequate cash 15
avatlable to meet operanonal obligatons and to provide for mvestment opportumties s conncal s 1s
thercfore the mamn focus of management mformation presented to the chuef operational decision makers,
bemng the Executive Chairman and the Board of Directors

The only sources of funds are 1ssues of new equuty and sales of exploranon nghts, investments or other asscts
Therefore, 1n additton to monitonng the current market perception of the Company, to sharcholders, brokers
and other possible providers of equity finance, constant attention 15 pad to

o avalable cash,

e the balance avaidable in the standby equuty distnbuuen agreement (“SFDA™) with YA Global Master
SPV Ltmated advised by Yorkville Advisors 1.1.C, and

e the market value of the Group’s listed mvestments

At 30 June 2011 the Group had cash and cash equivalents of £1,165,912 and undrawn facilitics available in the
SEDA of £3,968,000

The market value of the most significant of the Group’s isted 1nvestments at 30 June 2011 15 as fellows,
®  Red Rock Resources ple £9.,328,939

Once the Group’s main focus of operations becomes production, the nature of management nformaton
examuned by the Board wall alter to reflect the need to momtor revenues, margins, ovetheads and trade
balances, as well as cash

IFRS 8 requires the reporting of information about the revenues denved from the various areas of acovity and
the countrics in which revenue 1s carned regardless of whether this mformation 15 used by management in
making operating decisions

investment
in Red
Rock Papua New Corporate
Resources Other Australian Guinea and

plc investments  exvploranon  explorauon unallocated Total
Year to 30 June 2011 £ £ £ £ £ £
Revenue
Management services - - - - 166,988 166,988

- - - - 166,988 166,988

Gain on dilution of
interest i associate 1,028,422 - - - - 1,028,422
Impairment of associate
investment - (76,199 - - - (76,199)
Exploration expenses - - {103,327) - (309,355) (412,682)
Admimstrative expenses - - - (14,025)  (1,000,679) (1,104,704)
Share of profits in
associates 2174,091 - - - - 2,174,091
Finance cost - net - - - - (40,237) (40,237)
Net profit/(loss) before
tax 3,202,513 (76,199  (103,327) (14,025 (1,183,283 1,825,679
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Segmental analysis, connnued

Year to 30 June 2010
Revenue

Management services

Gan on dilution of
nterest 1N associate
Impairment of associate
investment

Fxploration expenses

Admuntstrative expenses
Share of profits in
ds50C1A1e8

Finance cost - net

Net profit/(loss) before

tax

Regency Mines plc

Company number 05227458
Insestrent
m Red
Rock Papua New Corporate
Resources Other Austrahan Guinea and
ple  mvestrnents  exploratton  eyploration  unallocated Total
L £ £ £ £ £
- - - - 42,012 42,012
. - - - 42,012 42,012
182,857 - - - - 182,857
- (466) - - - (466)
- - - - (53,432) (53,432)
- - - - (495,161} (495,161)
930,809 - - - - 930,809
- - - - {4,534) (4,534)
1,113,666 (466) - - (511,115) 602,085

Information by geographical arca

Presented below 1s certain nformanon by the geographical area of the Group’s achviies Investment sales
revenue and exploration property sales revenue are allocated to the location of the asset sold

Year 1o 30 June 2011

Revenue

Management services

Total segment revenue

Non current assets

[nvestments 1o associates

Property, plant and equipment

Exploraton assets

Total segment non current assets

Papua New
UK Australia Guinea “otal
£ £ £ L
166,988 - - 166,988
166,988 - - 166,988
5,495,296 - - 5,495,296
72,552 404 96,255 169,211
76,873 1,122,001 1,920,844 3,119,718
5,644,721 1,122,405 2,017,099 8,784,225
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2 Segmental analysis, contimued

Information by geographical area, conunued

Regency Mines plc

Company number 05227458

Papua New
Year to 30 June 2010 UK Austraha Guinea Total
£ £ £ £
Revenue
Management services 42,012 - - 42,012
Total segment revenue 42,012 - - 42,012
Non current assets
Investments 1n assocuates 1,414,096 - - 1,414,096
Property, plant and equipment 19,347 433 8,401 28,181
Exploration assets 60,470 804,126 1,183,812 2,048,408
Total segment non current assets 1,493 913 804,559 1,192,213 3,490,685
3 Profit on ordinary acuvities before taxation 201 2010
£ £
Group Group
Profit on ordinary activittes before taxaton 15 stated after charging:
Audrtor’s remuneration — audst 15,000 15,000
Deprecration 28,784 11,691
[Directors’ emoluments 146,500 147,822
2,142 875

Currency losses

As declared 1n note 6, ducctors are remunerated i part by third parties with whom the Company and Group

have contractual arrangements
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4 Taxation 2011 2010

£ £

Current penod transacton of the group
UK corporation tax at 28% on profits for the penod - -
Deferred tax
Ongmanon and reversal of temporary differences (317,307) 86,278
Tax (credit)/charge (317,307) 86,278
Factors affecung the tax charge for the year
Profit on ordinary activities before taxation 1,825,679 602,085
Profit on ordinary actwvities at the average UK standard 483,805 168,584
rate of 26 5% (2010 28%)
Impact of associates (848,666) (93,572)
Overprovision of impact of assocates in prior pentods (354,967) -
Effect of tax benefit of losses carned forward 326,304 16,417
Effect of non-deductble expense/ (income not taxable) 76,217 (5,151)
Current tax (312,307) 86,278
In addition to the amounts charged to the Consolidated Income Statement a deferred tax charge amounting
t© £325,257 (2010 credit £86,278) relating to the Group’s nvestments was recognised mn the Statement of
Other Comprehensive Income

5 Staff costs

The aggregate employment costs of staff (including directors) for the year was

2011 2010

£ L

Wages and salanes 804,259 370,549
Social secunty costs 92,854 40,030
Employec share-based payment charge - 59,752
Total staff costs 897,113 470,331

"The key management personnel are the Directors and their remuneration s disclosed withun note 6

The average number of employees (including directors) dunng the year was

2011 2010

No. Ne

Ekxecutives 4 4
Administration 12 6
16 10

The above staff also work for other related companies Dunng the year, staff costs of £562,050 (2010 £
198,985) were recharged to these compantes Such recharges are netted off withm admunistration expenses
1n the mcome statement
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Directors’ emoluments

2011

Execunve directors

A R M Bell

E Bugnoscn
Non-executive directors
JMElLee

J Watkins

2010

Executive directors

A R M Bell

E Bugnosen
Non-executive directors
JME Lee

) Watkins

Regency Mines plc

Company number 05227458
Dhrectors’ fees Consultancy Shares/ Total
fees options
£ £ £ £
52,500 15,000 - 67,500
43,000 - 43,000
7,500 10,500 - 18,000
7,500 10,500 - 18,000
110,500 36,000 - 146,500
£ £ £ £
50,415 15,000 28304 93,719
11,158 6,289 17,447
6,036 9,000 1573 16,609
6,402 10,500 3,145 20,047
74,011 34,500 39311 147,822

The number of directors who exerciscd share opuions n year was 3 (2010 4)

No pension benefits are provided for any director

In addition to director’s fees, consultancy fees tn respect of A R M Bell were payable to Condorex Limated, a
company of which he 15 a director and which provided his services

In additton to director’s fees, consultancy fees 1 respect of ] M I« Lee were payable to Mdee Venture
Management I imited 2 company of which he 15 a director and which provided hus services

In addition to director’s fees, consultancy fees in respect of | Watkims were payable with the addion of VAT

to his business as a chartered accountant in public pracuce

Earmings per share

L he basic earnings per share 1s denved by dividing the profit for
the year attnbutable to ordinary sharcholders by the weghted

average number of shares 1 issue

Profit for the penod after taxaton

Weighted average number of Ordinary shares of £0001 1n 1ssuc

Earmings per share - basic

Weighted average number of Ordinary shares of £0 001 1n 1ssue

inclusive of outstanding options

Eamungs per share - fully diluted

2011 2010

£ £
2,142,986 515,807
531,371,469 392,059,622
0 40 pence 013 pence
536,128,145 392,059,622
C 40 pence 013 pence
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Earmings per share, contunued

Regency Mines plc
Company number 05227458

I'he weghted average number of shares 1ssued for the purposes of caleulating diduted earmings per share

reconciles to the number used to calculate basic earnings per share as follows

201 2010
Earnings per share denomimnator 531,371,469 392,059,622
Weighted average number of exercisable share options 4,756,676 -
Diluted earmings per share denominator 536,128,145 392,059,622

In accordance with IAS 33, the diluted earnings per share denomunator takes mto account the difference
between the average market price of ordinary shares in the year and the wesghted average exercise prce of
the outstanding options As such the diluted earungs per share denommator for 2010 has been recalculated,

with the effect that none of the options in 2010 were constdered dilutive

Property, plant and equpment

Office
furniture
Leaschold and
Group improvements  equipment Total
£ £
Cost
At 1 July 2009 - 34979 34979
Addihoens - 29,007 29,007
Currency exchange - 647 647
At 30 June 2010 - 64,633 64,633
Addions 14,222 145,394 159,616
Currency exchange - 12,363 12,363
At 30 June 2011 14,222 222,390 236,612
Depreciaton
At 1 July 2009 - (24,583) (24,583)
Charge - (11,691} (11,691)
Currency exchange - (178) (178)
At 30 June 2010 - (36,452) (36,452}
Charge (593) (28,191) (28,784)
Currency exchange - (2,165) (2,165)
At 30 June 2011 (593) (66,308) (67,401)
Net book valuc
At 30 June 2011 13,629 155,582 169,211
At 30 June 2010 - 28,181 28,181
At 30 June 2009 - 10,396 10,396
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8 Property, plant and equipment, continued
Office
furmiture
Leasehold and
Company 1mprovememz eqmpmer:gt Totzz
Cost
At 1 July 2009 - 22211 2221
Additions - 28,562 28,562
At 30 June 2010 - 50,773 50,773
Additoas 14,222 55,218 69,440
At 30 June 2011 14,222 105,991 120,213
Deprecianon
At 1 July 2009 - (21,599 (21,599
Charge - (9.827) (9,827)
At 30 June 2010 - (31,426) (31,426)
Charge (593) (15,642) (16,235)
At 30 June 2011 (593) (47,068) (47,661)
Net book value
At 30 June 2011 13,629 58,923 72,552
At 30 June 2010 - 19,347 19,347
At 30 June 2009 - 612 612
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9 Investments in subsidiaries

Cost

At 30 June 2010 and 30 June 2011
Impairment

At 30 June 2010

Charge 1n the year

At 30 June 2011

Net carrying value

Net book amount at 30 June 2011

Net book amount at 30 June 2010

Regency Mines plc
Company number 05227458

Company
£

199,250

(72,482)
(72,482)

126,728
199,250

The parcat Company of the Group holds more than 50% of the share capital of the following companies,

the results of which are consohidated

Company Country of
registranon

Canopus No 83 Lumted Papua New
Guinea

Red Rock Uranium Pty Australia

Lamted

Regency Mines Australasia Austraha
Pty Limited

Regency Resources Lamited Austraha

Class

Common

Ordinary

Ordmary

Ordinary

Proportion Nature of
held by group business
100% Mineral
cxploration

100% Mineral
exploration

100% Mineral
cxploration

100% Minerat
exploration
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10 Investments 1n associates

Group Company

Carrying balance £ £
At 30 Junc 2009 725,535 619,466
Additions 80,075 80,075
FExceptional gain on didution of interest 182,857 -
Impairment (466) (466)
Share of associates’ total comprehensive income for the year 426,095 -
At 30 June 2010 1,414,096 699,075
Additons 250,000 250,000
Bxcepuonal gan on dilution of interest 1,028,422 -
Share of associates” total comprehensive income for the year 2,802,778 -
Net book amount at 30 June 2011 5,495,296 949,075

1 he market value of mvestments 10 assoctates as at 30 June 2011 was £9,328,939 (2010 £2,548,764)

The parent Company of the Group holds more than 20% of the share capatal of the following compames

Country of Class  [Proportion held Accounting
Name registration by group year end
Direct

Red Rock Resources ple bngland & Wales Ordinary 20 13% 30 June 2011
Name Revenue for Profit for the l otal comprchensive Assets Laabthnes
the year ended year ended mncome for the as at as at
30 June 30 June year ended 30 June 30 June 30 June
201 2011 2011 2011 2011
£ £ £ £ £

Red Rock
Resources plc 942,611 10,259,984 13,226,885 50,299,127 17,455,269
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12

Goodwll

Cost

At 30 June 2010
Exchange movement
At 30 June 2011
Impairment

At 30 June 2010 and 2011

Net book amount at 30 June 2011
Net book amount at 30 June 2010

Available for sale financial assets

Net book amount

At 30 June 2009
Addmens dunng the year
Revaluations

Impatrment

At 30 June 2010
Addmons during the year
Revaluations

Impairment

At 30 June 2011

Regency Mines plc
Company number 05227458

Group

47,273
6,761
54,034

54,034
47273

Group and
Company

£

219,585
255,642

(36,888)

(25,755)

412,584
5,043,002
734,053

(76,199)

T 6,113,440
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13 Exploration assets
Group Company
2011 2010 2011 2010
£ £ £ £
Cost
At 30 June 2010 2,048,408 1,593,820 - 494,506
Addmions during the year 1,003,356 413226 - -
Disposals m the year - (2,097) - (494,506)
Exchange gans 407,503 43,459 - -
At 30 June 2011 3,459,267 2,048,408 - -
Impairment
At 30 June 2010 - - - -
Imparrments recognised mn the year (319,056} - - -
Fachange gains (20,493) - - -
At 30 June 2011 (339,549) - - N
Net book value
At 30 June 2011 3,119,718 2,048,408 - -
At 30 June 2010 2,048,408 1,593,820 - 494,506
14 Trade and other recervables Group Company
2011 2010 2011 2010
£ £ £ £
Sundry debtors 359,703 287,700 297,062 272,452
Prepayments 19,297 16,088 17,948 16,088
Amounts owed by Group undertakings - - 2,776,213 2,073,741
Amounts owed by related parties 656,885 - 656,885 -
lota 1,035,885 303,788 3,748,108 2,362,281

Page 38




Notes to financial statements
for the year ended 30 june 2011

15

16

Trade and other payables

Trade and other payables
Accruals

Amounts due from associate
Trade and other payables
Short term borrowangs

Total

YA Global Master SPV Limuted

Regency Mines plc

Company number 05227458

Group Company
2m 2010 2011 2010
£ £ £ L
277,016 221,183 258,247 154,268
49,253 24,628 49,253 24,628
- 95,642 . 95642
826,269 341,453 307,500 274538
2,181,229 - 2,181,229 -
3,007,498 341,453 2,488,729 774,538

A short-term loan of £2,181,229 (2010 £Nil) was provided by YA Global Master SPV by Yorkville Adwvisors
1LC Intcrest 1s charged on this loan at a rate of 12% per annum  Repayments are made erther in cash or by
1ssue of shares i the Company n line with the terms of the agreement

At 30 June 2011, the undrawn credit oo this facility was £3,968,000

Deferred tax liabilities

I'he movement 1n the company’s and group’s net deferred tax posiuon 1s as follows

At 30 June 2010

Deferred tax (credit)/charge recogmised in the Income

Statement

Deferred tax charge/ (credit) recognised i the Statement

of Other Comprehensive Income

At 30 June 2011

Group Group
201 2010

£ £
(317,307) 86,278
325,257 {86,278)
7,950 -
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Deferred tax hahilines {continued)

The following are the major deferred tax habulities and assets recognised by the Group and the movements
thereon duning the penod

Group Investments Losses Other
£ £ £
Liability at 30 June 2009 - - -
Charge/(credity to  the income 190,741 (104,463) - 86,278
statement for the year
Credit to the statement of {86,278) - - (86,278)
comprehensive ncome for the year
Liability/ (asset) at 30 June 2010 104,463 (104,463) -
(Credut)/charge to the income (354,967) 29,710 7,950 (317,307)

statement for the year

Charge to the statement of 325,257 - - 325,257

comprehensive income for the year

Liability / (asset) at 30 June 2011 74,753 (74,753) 7,950

Reserves

Share Premium
I'he share premmm account represents the excess of consideraton recewved for shares 1ssued above ther
nomunal value net of transaction costs

Foreign currency translation reserve
The translanon reserve represents the exchange gans and losses that have ansen on the retranslation of
overseas operations

Retained earmings
Retained carnings represeat the cumulative profit and loss net of distrtbutions to owners

Available for sale trade investments reserve
I'he avalable for sale trade investments reserve represents the cumulanve revaluanon gans and losses m
respect of avatlable for sale trade investments

Assocaiate investment reserve
The assoctate vestments reserve represents the cumulauve share of gams/losses of associates recogmsed 1
the statement of other comprehensive mcome

Share based payment reserve
The share based payment reserve represents the cumulanve charge for options granted, stll outstanding and
not excrcised
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Share capital - Company
The authonsed share capital of the Company and the called up and fully paud amounts were as follows

Authorised Number Nomtinal

L
As at 30 June 2010 and 30 June 2011, Ordinary shares of
£0001 cach 10,000,000,000 10,000,000

Called up, allotied, sssued and fully pard

As at 30 June 2010 427 881,777 427,882
Essued 20 Seprember 2010 at 110 pence per sharc 59,000,000 59,000
Issued 24 September 2010 at 1 25 pence per shate 10,000,000 10,600
Issued 12 November 2010 at 3 00 pence per share 10,470,000 10,470
Tssued 30 November 2010 at 6 90 pence per share 26,841,114 26,841
Issued 14 December 2010 at 6 00 pence per share 5,000,000 5,000
TIssued 29 December 2010 at 6 00 pence per share 4,193,850 4,194
Issued 24 January 2011 at 2 50 pence per share 500,000 500
Issued 24 January 2011 at 1 25 pence per share 650,000 650
Issucd 26 January 2011 at 5 88 pence per share 31,693,410 31,693
Issued 7 I'ebruary 2011 at 4 89 pence per share 7,774,538 7,775
Issued 14 March 2011 at 1 25 pence per share 6,436,066 6,436
Issued 14 Apnl 2011 at 4 12 pence per share 9,703,648 9,704
Issued 6 May 2011 at 1 25 pence per share 2,600,000 2,600
Issued 6 May 2011 at 3 50 pence pet share 500,000 500
Issued 23 May 2011 at 3 40 pence per share 8,232,182 8,232
Issued 23 June 2011 at 1 25 pence per share 475,000 475
As at 30 June 2011 611,951,585 611,952

Capital management
Management controls the capital of the group 1n order to maintain a good debt to equity rauo, provide the
shareholders with adequate returns and ensure that the group can fund its operatons and continue as a

going concern

The Group’s debr and capital includes ordinary share capial and financial habibiwes, supported by financial
assets

‘There are no externally tmposed capital requuirements
Management effecuvely manages the group’s capital by assessing the group’s financul nivks and adjusung us
capital structure 1n response to changes in these nisks and 1n the market These responses include the

management of debt levels, distibutions to sharcholders and share 1ssucs

Therc have been no changes 1in the strategy adopted by management 1o control the capital of the Group
since the prior year
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Regency Mines plc
Company number 05227458

During the years ended 30 June 2007, 2009 and 2010, the Company estabhished an employee share option plan
to enable the 1ssuc of opuons as part of the remuncraton of key management personnel and Dircetors to
enable them to purchase ordinary shares mn the Company Under the plan, the optons were granted for no
consideration, they were granted for the penods specified and vested immediately Options granted under the

plan carry no dividend or voung nghts

Under IFRS 2 “Share Based Payments’, the Company determines the fair value of the options 1ssued to
directors and employees as remunceration and recogmises the amount as an expense 1n the mcome statement

with a corresponding increase in equity

I'he Company and group has outstanding options to subscribe for ordmary shares as follows

AR M Bell
E Bugnosen
JMEILee

] Watkans

Lxmployces of
Regency Mines ple

Lotal

Options wsued
11 May 2007
exercisable at 4 5

Optons ssucd
2 October 2009
exerasableat 25
pence per share

Options 1ssued
2 October 2009
exercisable at 3 5
pence per share

The fair value of the above share options as expensed 10 2011 s £/N1l (2010 £59,752)

Quustanding at the beginnung of the
period

Granted
Exercised
FExpired

Quistanding a1 the end of the end
of the penod

Exercisable at the end of the
penod

pence per share expiring expiring
cXpIring 30 September 30 September
12 May 2012 2014 2014 Total
Number Number Number Number
1,000,000 4,500,000 4,500,000 10,000,000
- 1,000,000 1,000,000 2,000,000
1,000,000 250,000 250,000 1,500,000
1,000,000 - - 1,000,000
2,500,000 3,250,000 3,250,000 9,000,000
5,500,000 9,000,000 9,000,000 23,500,000
Company and Group
2011 2010
Weighted Weighted
average average
Number of exercise Number of CXLICISC
opuons price options price
Number Pence Number Pence
28,875,000 3.02 16,500,000 225
- - 19,000,000 300
(4,725,000) 162 (6,125,000 105
(650,000) 125 (500,000) 100
23,500,000 3.35 28,875,000 302
23,500,000 3.35 28,875,000 302
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Share based payments, continued

| he options outstanding at 30 June 2011 have an exercise price of between 2 5 pence and 4 5 pence and a
weighted average contractual hfe of 27 years

The fair value of services recerved m return for options granted 15 measured by reference to the fair value of
options granted The esumate of the fair value of the services recetved 1s measured based on the Black-
Scholes option-pricing model The contractual life of the options 1s used as an mput mto the model The
model assumes that an option 1s only capable of exercise at expury

Fair Price of
value per  Exerase shares on  [stmated Risk free Drvidend
option price grant volatility mnterest yeld
Pence Pence Pence % Yo Y%
11 May 2007 205 450 425 50 53 -
2 October 2009 042 250 215 50 53 -
2 October 2009 021 350 215 50 53 -

The expected volatlity 15 based on the historic volatdity of peer group entities (calculated on the weighted
average remaining life of the share optons), adjusted for any expected changes to volatlity due to publicly
available nformation

Risk-free nterest rates are based on 5-year government bonds

Cash and cash equivalents = Group 30 June 2011 Cash flow 30 June 2010
£ £ £
Cash 1n hand and at bank 1,165,912 1,135,084 30,828

Cash and cash equivalents - Company

Cash 1n hand and at bank 1,075,844 1,050,992 24,852
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21 Financial mstruments
211 Categones of financial instruments
The Group and Company holds 2 number of financial nstruments, ncluding bank deposits, short-term

mvestments, loans and recervables and trade payables

The totals for each category of financal instrument, measured m accordance with 1AS 39 as detaded 1n the
accountng policies, are as follows

30 June 2011 Other non-
Available Ioans and financial
Group for sale recewvables asscts Total
£ £ £ £

Non-current financial assets

Awvalable for sale financial assets 6,113,440 - - 6,113,440

Current financial assets

Trade and other receivables - 1,035,885 - 1,035,885
Cash and cash equivalents - 1,165,912 - 1,165,912

6,113,440 2,201,797 - 8,315,237
Other non-financial asscts - - 8,838,259 8,838,259
Total assets 6,113,440 2,201,797 8,838,259 17,153,496

I'he carrying value of non-current financial assets in the Company equals that of the Group The carrying
value of current finaneal assets in the Company 1s higher than that of the Group due to intercompany debt
Other balances are not matenally different

30 June 2011 Other
financial
Group habdities at Other non-
amortised financial
cost luabilities Total
L £ £
Current financial habihties
‘Irade and other payables 826,269 - 826,269
Borrowings 2,181,229 - 2,181,229
Other non-financial habilities - 7,950 7,950
Total habilities 3,007,498 7950 3,015,448
bEquity 14,138,048
Total habilities and equaty 17,153,496

Current financial Lhabilines 1n the Company are lower than that of the Group, due to trade and other payables
1n subsidiary companies
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21 Financial instruments, continued
211 Categones of financial instruments {contunued)
30 June 2010 Available Loans and Other non-
Group for salz rccexvable:: financial as:,ctz ol
£
Non-current financial assets
Available for sale financial asscts 412,584 - - 412,584
Current financial assets
‘I rade and other receivables - 303,788 - 303,788
Cash and cash equivalents - 30,828 - 30,828
412,584 334,616 - 747,200
Other non-financial assets - - 3,537,958 3,537,958
Total assets 412,584 334,616 3,537,958 4,285,158

The carrying value of non-current financial assets in the Company equals that of the Group lhe carrying value of current
financial assets m the Company 1s higher than that of the Group due to intercompany debt Other balances, other than
cash and cash equivalents, are not matenally different

30 June 2010
Group

Current financial habihives
‘I rade and other payables
Total habihties

Equity

Total habihties and equity

Orther financial
habiities at
amortised cost Other non-
£ financal babilitics
£ Total
£
341,453 - 341,453
341,453 - 341,453
3943705
4285158

The carrying value of current financial iabilittes i the Company 1s not matenally different to that of the Group
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Financial instruments, connnued
Faur values

The far value of the Group’s financial assets and lhabilines compared to their carrying amounts are as
follows

201 2010
Carrying Net far Carrying Net farr
amount value amount value
£ £ £ £
Non-current financial assets
Avallable for sale financial asscts
® at market price 2,398,850 2,398,850 336,385 336,385
® at cost 3,714,590 3,714,590 76,199 76,199
6,113,440 6,113,440 412,584 412,584
Current financial assets
I rade and other recervables 1,035,885 1,035,885 303,788 303,788
Cash and cash equivalents 1,165,912 1,165,912 30,828 30,828
Current financial habihittes
[ rade and other payables 826,269 826,269 341,453 341,453
Borrowings 2,181,229 2,181,229 - -

I'he carrying value of the Company’s financial asscts and labilihes also equates to thetr fair value

Fair value 1s defined as the amount for which an asset could be exchanged, or 2 labiity settled, between
knowledgeable willing partics m an arm’s length transaction Where a quoted price 1n an active market s
available, the fair value 1» based on the quoted price at the end of the reporting pened  In the absence of a
quoted price 1n an active market, the Group determines fair value using a valuation technique that makes use
of observable market mnpurs

Trade recervables, cash and cash equivalents, trade payables and berrowings
The carrying amount 1s considered to equate to ats farr value

I'he fair value of loans and borrowings has been estimated by calculating present values at the reporting date,
using fixed effective interest mtes

Avarlable for sale and other finanaal assets

I'he following table presunts the other financial assets measured at farr value m the statement of financial
posiion i accordance with the fair value hierarchy required by IFRS 7

I'he fair value heerarchy has the following levels
. Level 1 quoted prices (unadjusted) in active markets for :identical assets or habiines,

. Level 2 inputs other than quoted prices included wathuin Level 1 that are observable for the asset or
liability esther directly (1 ¢ as prices) or indirectly (i e denved from prces), and

. Level 3 inputs for the asset or hability that are not based on observable maket data (unobservable
inputs)
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(1)

Finanaial instruments, contnued
Fair values (continued)

The financial asscts measured ar fair valee 1n the statement of financul position are grouped mnto the far
value hicrarchy as follows

30 June 2011
Group and Company Level 1 Level 2 Level 3 Level 4
£ £ £ £
Avatlable for sale financual assets
® ar market pnce (i) 2,398,850 - - 2,398,850
® at cost (it) - - 3,714,590 3,714,590
2,398,850 - 3,714,590 6,113,440
30 June 2010
Group and Company Level 1 Level 2 level 3 Level 4
£ L £ L
Available for sale firancial assets
® at market price {1 336,385 - - 336,385
® at cost (1) - - 76,199 76,199
336,385 - 76,199 412,584

Avaslable for sale assety af market price

All bsted equity securties have been wssued by publicly traded companies, in the UK and other foren
markets  Fair values for these secunities have been determined by reference to their quoted bid prices at the
reportng date

Avarlable for sale assets at cost

These financial mstruments, classified 1n l.cvel 3, usc valuation techmiques based on mputs that are not based
on observable market data, duc to the fact they are unlisted and no such data 1s available

The financial mstruments within this level can be reconciled from beginning to ending balances as follows

Group and Company Available for sale financial assets

Unlisted 1vestments at cost

2011 2010

£ £

Brought forward 76,199 152,544
Purchases 3,714,590 -
Impairments recognised 1n the year (76,199) (76,345)
Carned forward 3,714,590 76,199
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Financial 1instruments, continued
Financial nsk management pohicies

The Directors monitor the Group’s financial nsk management policies and exposures and approve financal
transactions

[he Directors’ overall nsk management strategy sccks to assist the consolidated Group i meeting ats
financual targets, while mimmusing potential adverse effects on financul performance Its funcnons include
the review of credit nsk policies and future cash flow requirements

Specific financial sk exposures and management

The mamn risks the Group 1s exposed to through its financial instruments are credt rsk and market nisk
conststing of interest rate risk, bquidity nsk, equity price risk and foreign exchange nsk

Credit nsk

Exposure to credit msk relating to financial assets artses from the potental non-performance by
counterparties of contract obligations that could lead to a financial loss o the Group

Credit nisk 15 managed through the maintcnance of procedures {such proccdures include the utthsation of
systems for the approval, grantng and renewal of credit hmats, regular monitonng of exposurcs agamst such
limits and monttoning of the financual lability of sigmficant customers and counterparties), ensuring, to the
extent possible, that customers and counterparties to transactions are of sound creditworthiness Such
momitoring 15 used mn assessing recewables for impatrment

Risk 15 also mimmused through investing surplus funds in financtal wsttutions that maintain a high credat
rating or mn cntities that the Directors have otherwise cleared as being financially sound

Trade and other recervables that are netther past due or impared are considered to be of high credit quality
Aggregates of such amounts are as detaded 1n note 12

Thetc are no amounts of collateral held as secunty 1n respect of trade and other recevables

The consolidated Group does not have any matenal credit nisk exposure to any smgle recervable or group of
recetvables under financial instruments entered into by the consolidated Group

Market nsk

Interest rate risk

The company 15 not exposcd to any matenal wnterest rate risk
Ligrdity risk

Liquidity nsk anses from the possibility that the Group mught encounter difficulty in setthng 1ts debts or
otherwise mectng 1ts obligations related to financial habiities The group manages this nisk through the
following mechanisms

*  monitormg undrawn credit facilities,
&  obtaning funding from a vartety of sources, and
¢  mmntaung a reputable credit profife

The Directors are confident that adequate resources exist to finance operations to commercial exploration
but controls over expenditure are carefully managed All financial lsabihties are due to be settled within the
next 12 months

Egunty price risk

Price nisk relates to the nsk that the far value or future cash flows of a financial mstrument will fluctuate
because of changes in market prices largely due to demand and supply factors for commodsties

As the Group does not denve revenue from the sale of products, the effect on profitand equity as a result of
changes 1n the pnce nisk 1s not considered matenat I'he far value of the muning projects will be impacted by
commaodity prnce changes and could wmpact future revenues once operatonal However, management
momrtors current and projcted commodity prices

The Group's exposure to price risk on hsted investments 15 as follows
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213 Equnity prace risk (continned)
201 2010
Group and Company £ £
Change in equity
mcrease 1n listed investments by 10% 239,885 33,639
decrease n bisted investments by 10% (239,885) {33,639)
Forewn excchange nsk

The Group’s transacnons are carried out 1n a vaniety of currencics, including Canadan Dollar, Papua New
Guinea Kina and UK Sterling

l'o mutigate the Group’s exposurc to foreign currency nisk, non-Sterhing cash flows are momtored The
Group does not enter 1nto forward exchange contracts to mtgate the exposure to foreygn currency nsk as
amounts pard and receved in speaific currencies are expected to largely offset one another and the currencies
most widely tradcd i are relatively stable

The duectors consider the balances most susceptible to foreign currency movements to be the available for
sale financial assets at market poce

These assets are denominated 1n the following currencies

30 June 2011

Group and Company GBP CAS Total
£ £ £

Avatlable for sale investments at market 2,263,657 135,193 2,398,850

price

30 June 2010

Group and Company GBP CAS Total
£ L £

Avalable for sale investments at market 151,005 185,380 336,385

price

The following table dlustrates the sensitivity of the value of mvestments at market price 1 regards to the
GBP and Canadian Dollar exchange rates

It assumes a +/-10% change 1n the CA $/GBP exchange rate for the year ended 30 June 2011 These
percentages have been based on the average market volatihty in exchange rates 1n the previous 12 months

Impact on available for sale financial assets 201 2010
at market price £ £
10% ncrease 1n Ca § fx rate aganst GBP 13,519 18,538
10% decrease n Ca $ fx rate agamnst GBP (13,519) {18,538)
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Financial instruments — Group, continued
Foreggn currency nisk (continued)

Exposures to foreign exchange rates vary dunng the year depending on the volume and nature of overseas
transacttons Nonetheless, the analysis above 15 considered to be representative of the Group’s exposure to
currency nisk

Sigmificant agreements and transactions
SEDA-backed loan

¢ On 26 October 2019, the Company cntered mto a loan agreement with YA Global Master SPV Lamited
to take a loan of £300,000 which was recewved by the Company on 29 October 2010 The loan was
repayable within seventy-eight days

¢ On 19 November 2010, the Company cntered into a SEDA-backed loan agreement with YA Global
Master SPV Limited for a loan of US$2,000,000 repayable in mstalments dunng the penod 19
December 2010 to 26 November 2011 for which it pledged as security 30,000,000 Ordmary shares m
Red Rock Resources plc

& On 9 Junc 2011, the Company entered mto a SEDA-backed loan agreement with YA Global Master
SPV Limuted for a loan of US§3,300,000 repayable in mstalments dunng the penod 8 July 2011 to 19
September 2012 for which 1t pledged as secunty 125,634,518 Ordinary shares n Red Rock Resources

ple
Direct Nickel Pty Limited

s On 30 November 2010, the Company entered 1nto an agreement whereby the Company was to invest in
Direct Nickel Pty Lamited (TNt} and the two parties would, pursuant to their jownt venture, jotntly
finance the next stage of exploration at the Company’s Mambare [ atenue Nickel/Cobalt Project 1in
Papua New Gumea lhe Company subscnbed for AuS3,000,000 for a first tranche of 519,930 new
shares 1n IDN1 at AuS5 77 which was settled by the 1ssue of 26,841,114 new shares in the Company at a
price of 690 pence per share The Company and DN1 agreed that they will each contnbute up to
£1,000,000 to the next phases of explorauon at Mambare

®  On 26 January 2011, the Company subscribed for an additional 519,931 new sharcs in DN for a
consideration of Au$3,000,000, sercded by the issue of 31,693,410 new shares 1n the Company ar a pnice
of 588 pence per share This subscription brings the Company’s total helding 1n DN1 to 1,039,861
shares, representing 7 31% of IDN1s enlarged 1ssued share capital

Oracle Coalficlds plc

e (On 12 November 2010, the Company agreed to subscrbe £1,017,500 to acquire 18,500,000 new
Ordmary shares in Onacle Coalfields plc at a price of 55 pence per share  As at 30 June 2011, the
Company held 22,200,000 Ordinary shares in Oracle, representing 10 69% of the ordinary share capatal

Commuitments

As at 30 June 2011, the Company had entered into the following commtments

¢ Pxploration commutments Ongoing exploration expenditure 15 required to mamtam tule to the Group
rmuneral exploration permits  No provision has been made in the financial statements for these amounts
as the expenditure 1s expected to be fulfilled i the normal course of the operatons of the Group

*  On 19 January 2011, the Company entered 1nto a hcence agreement to occupy office premuses at 115
L.astbourne Mews London W2 6L.QQ at a quarterly rental of £11,250 plus outgomngs for a further penod
of two years up to 3 July 2013
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Related party transactions

*  On 27 June 2006, the Company entered 110 sub-licence agreements with Red Rock Resources plc and
with Greatland Gold ple, both compantes of which Messrs Andrew Bell and John Watkins are directors,
under which the three companies agreed to share the rental, service costs and other outgomngs of the
office at 115 Eastbourne Mews London W2 61.Q From 1 January 2008 to 30 June 2010, the Company's
agreed share of the total costs 1s 40%, reducing to 25% from 1 July 2010

* The Company subscoibed for Ordinary shares in Red Rock Resources ple as follows
¢ 23 June 2011, 4,166,666 shares at 6 00 pence per share, for £750,000

* Included 1 its Ordinary sharc ssues duning the year were 1ssucs to Red Rock Resources ple as follows
® 17 September 2010, 12,500,000 shares at 1 1 pence per share, £137,500

® Professional staff employed by the Company are sub-contracted to Red Rock Resources ple to work on
spectfic assignments as necessary  During the year, the total costs inclusive of 2 15% service charge but
before the addinon of VAT were £639,179 (2010 £244.013)

o lhe costs incurred by the Company on behalf of Red Rock Resources ple are mvoiced at cach month
end and settled as soon as may be possible By agreement, the Company charges interest at the rate of
0 5% per month on all balances outstanding at cach month end untl they are seitled  The total charge
for the year was £10,630 (2010 at the rate of 0 5% per month  £320)

» The costs mcurred by the Company on behalf of Greatland Gold ple are mvorced at each month end
and settled duning the following month

Events after the reporting penod

¢ On 15 June 2011, the Company announced a Purchase and Sale Agreement wath Oro Nickel (Vanuatu}
Limsted (*ONV?), a wholly owned subsidiary of IDNi, under which the Company would sell its wholly
owned Papua New Guinea subsidiary, Canopus No 83 Limited The consideration would be the
allotment to the Company of such numbcr of fully paid ordinary shares as will, on completion, represent
50 % of ONV’s outstanding share capital T'he asscts of ONV are 2 non-exclusive 20-year licence from
DN: for latentic treatment technology capped at 40,000 tonnes per anmum (‘tpa’) of mckel 1n
concentrate with options to increase to 90,000 tpa of mickel 1n concentrate, together with the nght to a
further licence for any agreed additional project Lhe options are excreisable subjeet to an approved
defimtive feasiblity study and on successful commussiorung of plant by ONV  The transfer of the shares
of Canopus No 83 Limuted 15 underway and will shortly complete The Directors do not expect there to
be a maternal change i the carrying value of the Papua New Guinea asscts as a result of this transaction

¢  On 21 October 2011, the Company 1ssucd 10,249,550 shares as part repayment of the SIIDA-backed
loan outstanding at 30 June 2011 As a result, the Company has a total of 622,201,135 shares 1n 1ssue

s  On 21 November 2011, Scott C Kaintr was appointed as an |.xecutive Board Dircctor of the Company

¢ On 1 Dceember 2011, the Company tssucd notice of an Annual General Meeting of shareholders to be
held on 30 December 2011 for the purpose of dealing with the usuval business applicable at such a
meeting

Control

There ts constdered to be no controlling related party
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