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STELLAR RESOURCES PLC CHAIRMAN'S STATEMENT

! am pleased to present the Chairman's report for the year ended 31 December 2011

Overview

Following the disposal of its trading businesses in 2010, it was necessary pursuant to AlM Rule 15 to
adopt an investing policy, shareholder approval of which was obtained in March 2011

Activity in 2011 was pnmanly spent considering various options to satisfy the Company’s investment
policy Durnng this process certain of the opporturities available to the Company for investment did not fall
within the investing policy adopted in March 2011 With this 1n mind, the directors amended the investing
policy with shareholder approval in November 2011 to enable them to fully consider and, f deemed
appropriate, invest in these opportunities

Investing Policy Adopted in November 2011

The Company's new investing policy 15 to acquire a diverse portfolio of direct and indirect interests in
explaration and producing projects and assets Iin the natural resources sector in addiion to acquisition(s)
in the leisure, corporate services, consultancy and brand licensing sectors The Company will consider
possible opportunities anywhere in the world

With the recent additions to the Board, the Directors have considerable expenence in investing, both in
structuring and executing deals and in raising funds. The Directors will use this experience to identify and
investigate iInvestment opportunites, and to negotiate acquisitions. Wherever necessary the Company will
engage suitably qualified technical personnel to carry out specialist due diigence prior to making an
acqguisition or an investment.

The Company may invest by way of outnght acquisiion or by the acquisiion of assets, including the
intellectual property, of a relevant business, or by entering into partnerships or joint venture arrangements
Such investments may result m the Company acquinng the whole or part of a company or project (which in
the case of an investment iIn a company may be private or listed on a stock exchange, and which may be
pre-preduction), and such investments may constitute a minority stake in the company or project In
question The Company may be both an active and a passive Investor depending on the nature of the
individual investments in ts porifolio Although the Cempany intends to be a long-term investor, the
Directors will place no minimum or maximum limit on the length of time that any investment may be held

The Directors may offer new Ordinary Shares by way of consideration as well as cash, thereby helping to
preserve the Company's cash for working capital and as a reseive against unforeseen contingencies
including by way of example, and without imitation, delays in collecting accounts recewvable, unexpected
changes in the economic environment and unforeseen operational problems. The Company may In
appropnate circumstances issue debt secunties or otherwise borrow money to complete an mvestment
The Directors do not intend to acquire any cross-holdings in other corporate entities that have an interest
in the Ordinary Shares.

There are no restrictions in the type of investment that the Company might make nor on the type of
opportunity that may be considered

In addition, the Directors may consider from time to ime other means of facilitating returns to Shareholders
including dividends, share repurchases, demergers, and schemes of arrangements or liquidation,

Board Changes

In arder to execute the new investing policy, David Lenigas and Donald Strang joined the Board as
Executive Director and Finance Director in Novernber 2011 In December 2011, Donald Strang resigned
as a director

On 4 Apnl 2012, Ed McDermott, Lincoln Moore and Charlie Wood joined the Board as Non-Executive
Director, Finance Director and Executive Director respectively, and Julian Jakeb), John Webber and Simon
Rhodes stepped down from the Board




STELLAR RESOURCES PLC CHAIRMAN'S STATEMENT

Acquisition of 49% interest in Gold Mines of Wales — December 2011

In accordance with the implementation of its new Investing Policy, the Company completed an agreement
to acquire 49% of the 1ssued share capiial of Gold Mines of Wales Limited ("GMOW") which, through a
wholly-owned subsidiary, holds a licence to explore and sample gold and silver over about 120 square
kilometres covenng the Dolgellau gold belt in the County of Gwynedd in Wales

GMOW holds agreements with The Crown Estates Commissioners, acting in exercise of the powers on the
Crown Estate Act 1961 on behalf of her Majesty the Queen, covering the two largest mines 1n the region,
the Clogau St David's and Gwynfynydd mines

The consideration for the acquisition was £100,000 payable in cash and 17,432,182 new ordinary shares
In the Company ("the Consideration Shares"}), representing 24 9% of the then enlarged i1ssued share
capital of the Company Based on the midmarket pnce of the Company's ordinary shares at the close of
business on 30 November 2011, the total value of the consideration was £636,040

Victonan Gold Limited ("the Vendor") undertook in the Acquisition Agreement to invest the cash proceeds
of £100,000 in the further development of GMOW's licences It also undertook to the Company and to
Northland Capital Partners Limited not to dispose of the Consideration Shares for a penod of 12 months
following admission, save in certain specified circumstances, including by way of acceptance of an offer for
all of the Company's 1ssued ordinary shares

Financial Results

Group operating loss was £0 34 mifhion {2010 - £0 51 million) There was a net loss from discontinued
operations of £0 2 million (2010 - £0 96 million) recognised during the year

Qutlook

Your Board i1s confident that the investment made by the Company since it changed ts Investment strategy
is both encouraging and potentally very rewarding We will ook to realise this potential over the future
years in addition to conbnuing to review further investment opportunities

Cash and cash equivalents at 31 December 2011 amounted to £113,000

In Apni 2012, the company changed its name to Stellar Resources plc and executed a capital raise of
£500,000, both in order to pursue its endeavours in relation to the GMOW's acquisition  Further
information in relation to past balance sheet events ts outined in Note 25

The Group continues to look to dispose of its investment 1 Hambnc Sports Management LLC, with
negotiations at an advanced stage The proceeds from this transaction are likely to further support the
Group in implementing its Investing Policy going forward

The directors would hke to take this epportunity to thank our shareholders, staff and consultants for their
continued support

David Lenigas Date: 28 June 2012
Chairman
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STELLAR RESOURCES PLC INFORMATION ON THE BOARD OF DIRECTORS

D Lenigas, Executive Chairman

Mr Lemigas 1s currently the Executive Chairman of Lonrho ple, Leni Gas & Oil pie, Solo Qil pie and holds
directorships erther as an executive director and non-executive director on numerous other public and
private companies He has a Bachelor of Applied Science (Mining Engineenng) from Curtin University's
Kalgoorhe School of Mines Mr Lenigas has extensive operational and corporate expenence in managing
companies within the oil and gas, gold, coal and other natural resources sectors. Mr Lenigas is the
Chairman of both the Audit and Remuneration committee

L Moore, Executive Director

Mr Moore Is currently a director of PLUS listed Morano Resources Limited and Everest Energy Limited
He 15 a member of the Institute of Chartered Accountants in Austraha He 1s a Bachelor of Commerce -
Accounting and Finance from the University of Western Austraha

C Wood, Executive Director

Mr Wood holds a Bachelor of Commerce, a post graduate degree in Corporate Finance and has 15 years
of experience working in corporate positions across a range of industnies including agricuiture, resources

and banking Mr Wood s also Executive Director of Aim listed Ortac Resources Ltd and a non-executive

director of Rare Earth Minerals plc.

E McDermott, Non Executive Director

Mr McDermott 1s currently managing director of GMOW's UK operating company and business
development manager of Exchange Minerals Ltd He was previously an execulive director at AIM quoted
Noncom Gold Ltd and business development manager at Leni Gas and Oil Plc and Vatakoula Gold Mines
pic He holds a Bachelor of Science Degree from the University of Bnstol
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STELLAR RESOURCES PLC REPORT OF THE DIRECTORS
The Directors present ther annual report and the audited Financial Statements for the year ended
31 December 2011

Principal Activities

Stellar Resources plc (formerly CSS Stellar Pic) s the holding company for a Group of companies that
have no significant trading activity and is now an investing company with a focus on minerals exploration

Group Results

The Group results are set out on page 12 and are stated in UK stering The Group made an operating
loss on continuing operations of £0 3million (2010 - loss of £0 Smilllon) The Directors do not recommend
payment of a dividend (2010 - £N}

The loss on operations after taxation amounted to £0 55 miltion (2010 - loss of £1 5 million)

Review of the Business

A review of the business for the year i1s set out in the Chairman’s Statement

Key Performance Indicators

Due to the current status of the Group, the Board has not identfied any performance indicators as key
Future Developments

Future Developments are outined in the Outlook section of the Chairman's Stalement

Going Concern

The Directors have prepared cash flow forecasts and budgets that show that, for a penod of at least twelve
months from the date of signing these Financial Statements, the Group expects to have sufficient
resources to continue its business Accordingly, the Directors beheve that it 1s appropnate to prepare the
Financial Statements on a going concern basis

Events After the Reporting Period

Events After the Reporting Period are outlined 1n Note 25 to the Financial Statements.

Directors

Details of Directors are set out on page 4 Details of Directors’ interests in share options and warrants are
set out In note 21 to the Financial Statements

Substantial Shareholding

As at 10 May 2012, the Company had been notified of the following substantia! shareholdings n the
ordinary share capital

Directors

David Lenigas 17%
Over3 %

Victoran Gold Ltd 20 1%
Gledhow Investments pic 96%
Lynchwood Nominees 6.8%
Amberdays Limited 7 2%




Corporate Governance

Audit and Remuneration Committees have been established and in each case comprise Lincoln Moore
and David Lenigas

The role of the Remuneration Committee 1s to review the performance of the executive Directors and to set
the scale and structure of therr remuneration, including bonus arrangements The Remuneration
Committee also administers and establishes performance targets for the Group's employee share
schemes and executive incentive schemes for key management In exercising this role, the terms of
reference of the Remuneration Committee require it to comply with the Code of Best Practice published in
the Combined Code

The Audit Committee 1s responsible for making recommendations to the Board on the appointment of the
auditors and the audit fee, and receives and reviews reports from management and the Company's
auditors on the internal control systems in use throughout the Group and its accounting policies

Suppliers’ Payment Policy

It 15 the Group's policy to agree approprate terms and conditions for its transactions with suppliers by
means ranging from standard terms and conditions to individually negotiated contracts and to pay
suppliers according to agreed terms and conditions, provided that the suppher meets those terms and
conditions The Group does not have a standard or code dealing specifically with the payment of supphers

Trade payables at the year end all relate to sundry administrative overheads and disclosure of the number
of days purchases represented by year end payables Is therefore not meaningful

Chantable Contributions

During the year the Group made chartable donations amounting to £NI1 (2010 - £Nil)

Directors' Indemnities

In accordance with the Companies (Audit Investigations and Commurity Enterprise) Act 2004, which came
into force on 6 April 2005, the Company has indemnified the Directors against liability to third parties, and
undertaken to pay Directors' legal costs as incurred, provided that they are reimbursed to the Company if
the individual 1s convicted

Principal nsks and uncertainties

The prncipal nsks and uncertainties facing the Group involve the abllity to raise funding in order to finance
the acquisihon and exploitation of mining opportuniies and the exposure to fluctuating commodity prices

In addition, the amount and quality of minerals available and the related costs of extraction and production
represent a significant nsk to the group

Financial risk management objectives and policies

The Group’s principal financial instruments are avallable for sale assets, trade receivables, trade payables
and cash at bank The main purpose of these financial instruments are to fund the Group's operations

It s, and has been throughout the period under review, the Group’s policy that no trading in financial
instruments shall be undertaken The main nsk arising from the Group’s financial instruments 1s liquidity
nisk The board reviews and agrees policies for managing this nisk and this s summarnsed below

Liquidity risk
The Group's objective is to maintan a balance between continuity of funding and flexibility through the use

of equity and its cash resources Further detalls of this are provided In the principal accounting policies,
headed 'going concern' and note 19 to the financial statements




STELLAR RESOURCES PLC REPORT CF THE DIRECTORS

Annual General Meeting
Notice of the forthcoming Annual General Meeting will be enclosed separately

By Order of the Board

&;/,4

David Lenigas Date: 28 June 2012
Chairman




STELLAR RESOURCES PLC STATEMENT OF DIRECTORS’ RESPONSIBILITIES

The Directors are responsible for prepanng the Annual Report and the Financial Statements In accordance
with applicable law and regulations.

Company law requires the Directors to prepare Financial Statements for each financial year Under that
law the Directors have elected to prepare the Group Financial Statements under IFRS as adopted by the
EU and apphcable law and have elected to prepare the parent company Financial Statements in
accordance with Umited Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting
Practice) The Financial Statements are required by law to give a true and fair view of the state of affairs
of the Group and company and of the profit or loss of the Group for that penod.

In preparing these Financial Statements, the Directors are required to
« select suitable accounting policies and then apply them consistently,
* make judgements and estimates that are reasonable and prudent,

» state whether applicable accounting standards have been foliowed, subject to any matenal
departure disclosed and exptained in the Financial Statements; and

+ prepare the Financial Statements on the going concern basis, unless it is inappropriate to presume
that the Group will continue in business

The Directors are responsible for keeping adequate accounting records which disciose with reasonable
accuracy at any time the financial position of the Group and to enable them to ensure that the Fmancial
Statements comply with the Companies Act 2006 They are also responsible for safeguarding the assets
of the Group and hence for taking reasonable steps for the prevention and detection of fraud and other
irregularities

In so far as each of the Directors are aware
« there 1s no relevant audit information of which the Group's auditors are unaware, and

« the Directors have taken all steps that they ought to have taken to make themselves aware of any
relevant audit information and to establish that the auditors are aware of that information

The Directors are responsible for the maintenance and integnty of the corporate and financial information
included on the company's website Legislation in the United Kingdom governing the preparation and
dissemination of Financial Statements may differ from legislation in other junsdictions




STELLAR RESOURCES PLC REPORT OF THE AUDITOR

Report of the Independent Auditor to the Members of Stellar Resources plc

We have audited the Financial Statements of Stellar Resources plc for the year ended 31 December 2011
which comprise the consolidated income staternent, the consolidated statement of comprehensive income,
the consolidated statement of financial position and parent company balance sheet, the consohdated
statement of changes in equity, consolidated statement of cash flows, and the related notes The financial
reporting framework that has been applied in the preparation of the Group Financial Statements i1s
applicable law and International Financtal Reporting Standards (IFRSs) as adopted by the European
Union The financial reporting framework that has been applied in the preparation of the parent company
Financial Statements 1s applicable law and Umited Kingdom Accounting Standards (United Kingdom
Generally Accepted Accounting Practice}

This report 15 made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16
of the Companies Act 2006 Cur audit work has been undertaken so that we might state to the company's
members those matters we are required to state to them in an auditor’s report and for no other purpose
To the fullest extent permitted by law, we do not accept or assume responsibiity to anyone other than the
company and the company's members as a body, for our audit work, for this report, or for the opinions we
have formed

Respective Responsibilities of Directors and Auditor

As explained more fully in the Directors’ Responsibilities Statement set out 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 Qur responsibility is to audit and express an opinion on the Financial Statements in accordance
with applicable law and International Standards on Auditing (UK and lreland) Those standards require us
to comply with the Auditing Practices Board's (APB’s) Ethical Standards for Auditors

Scope of the Audit of the Financial Statements

A description of the scope of an audit of Financial Statements is provided on the APB's website at
www frc org uk/apb/scope/private cfm

Opinton on Financial Statements
In our opinion®

» the Financial Statements give a true and fair view of the state of the Group's and of the parent
company's affairs as at 31 December 2011 and of the Group's loss for the year then ended,

+ the Group Financial Statements have been properly prepared in accordance with IFRS as adopted
by the European Union;

+ the parent company Financial Statements have been properly prepared in accordance with United
Kingdorm Generally Accepted Accounting Practice, and

s the Financial Statements have been prepared In accordance with the requirements of the
Companies Act 2008

10




Matters on which we are required to raport by exception
We have nothing to report i respect of the following matters where the Companies Act 2006 requires us
to report to you if, in our opinion*

« adequale accounting records have not been kept by the parent company, or relurns adequate for
our audit have not been received from branches not visited by us, or

« the parent company financial statements are not in agreement with the accountng records and
retums, or

s certain disclosures of directors’ remuneration specified by law are not made, or

» we have not received all the information and explanations we require for our audit.

Ogpinion on Other Matter Prescribed by the Companies Act 2006

In our opinion the information given in the Directors' Report for the financial year for which the Financial
Statements are prepared Is consistent with the Financial Statements

Nt /)

Nicholas Page
Senor Statutory Auditor
For and on behalf of Grant Thomton UK LLP

Statutory Auditor, Chartered Accountants, Gatwick, 2012

L} U-—( Tor L
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STELLAR RESQURCES PLC (formerly CSS Stellar pic) CONSOLIDATED INCOME STATEMENT
Year ended 31 December 2011

2011 2010
Notes £000 £000

Revenue 2 57 304
Cost of sales - -
Gross profit 57 304
Impairment of goodwill - (402)
Other administrative costs (401) (414)
Total admimstrative costs (401) (816)
Operating loss 2,3 (344) {(512)
Finance income 6 - -
Finance costs 7 - -
Share of loss of associate 12 (3) -
Loss before tax (347) (512)
Taxatien 8 - -
Net loss from continuing operations 2 (347) {512)
Net loss from discontinued operations 2,14 (200) (957)
Net loss for the year attnbutable to owners of parent company 2 (547) {1,469)
Loss per Share {(pence) 9 Pence Pence
Continulng Operations
Basic and diluted loss per share (1 04) (177)
Discontinued Operations
Basic and diluted loss per share {0.60) {3 30)
Total
Basic and diluted loss per share (164) (5 07)
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME £000 £000
Loss for the Year (647) (1,469)
Exchange differences on translation of foreign operations - N
Reclassification of translation reserve due to disposal 121 -
Total Comprehensive Income for the year attributable to the (426) (1,470)

owners of the parent company

The Accounting Policies and Notes on pages 17 to 40 form part of these Financial Statements

12




STELLAR RESQURCES PLC CONSOLIDATED STATEMENT OF FINANCIAL POSITION

Company Registration Number 3740688 At 31 December 2011
2011 2011 2010 2010
ASSETS Notes £000 £000 £000 £000
Non-Current Assets
Property, plant and equipment 13 - 4
Available for sale assets 11 152 152
Investment in Associate 12 633 -
785 156
Current Assets
Trade and other receivables 15 80 375
Cash and cash equivalents 17 113 6
193 381
Disposal Group assets - 239
Total Assets 978 776
EQUITY
Equity Attributable to Equity Holders of
the Parent
Share capital 21 14,899 14,488
Share premum account 28,578 28,158
Other reserves 152 31
Profit and loss account (43,080) (42,533}
Total Equity 549 144
LIABILITIES
Current Liabilities
Trade and other payables 18 290 258
Current tax payable 100 160
390 418
Disposal Group liabilities 39 214
Total Llabilities 429 632
Total Equity and Liabilities 978 776

Sm——— n—

These Financial Statements were approved by the Board of Duectors and authorised for issue on 28 June
2012

4 ‘7’___
Dawvid Lemgas

Chairman

The Accounting Policies and Notes on pages 17 to 40 form part of these Financial Statements
13




STELLAR RESQURCES PLC
Company Registration Number 3740688

Fixed Assets
Investments in Associates
Current Assets

Debtors
Cash at bank and in hand

Creditors: amounts falling due
within one year
Corporation tax payable

Net current habihties

Total assets less current habilites
Capital and Reserves

Called up share capital

Share premium account
Profit and loss account

Shareholders’ fundsf{deficit)

Notes

28,29

30

31

32
33
33

COMPANY BALANCE SHEET

2011 2011

£000 £000

633
80
113
193
(378)
(100)

(285)

348

14,899

28,578

(43,129)

348

At 31 December 2011

2010 2010

£000 £000
30
30
(7)
(160)

(137)

(137)

14,488

28,158

(42,783)

(137)

These Financial Statements were approved by the Board of Directors and authorised for 1ssue on 28 June

2012

/.

s

Dawid Lenigas
Chairman

The Accounting Policies and Notes on pages 17 to 40 form part of these Financial Statements,

14




STELLAR RESOURCES PLC

Balance at 1 January 2011

Loss for the year

Other comprehensive income
Reclasstfication of translation reserve
due to disposal

Total comprehensive income

for the year

Proceeds from share issue

Shares 1ssued to acquire associate
Transactions with owners of the
company

Balance at 31 December 2011

Balance at 1 January 2010
Loss for the year

Other comprehensive income’
Mavement in fair value of available
for sale assets

Exchange difference on translation of
foreign operations

Total comprehensive income for the
year

Balance at 31 December 2010

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
At 31 December 2011

Total
attributable
Share Share Other Retained to owners
capital  premium Reserves  earnings of parent
£000 £000 £000 £000 £000
14,488 28,158 H (42,533) 144
- - - (547) (547)
- - 121 - 121
- - 121 (547) (426)
236 59 - - 295
175 361 - - 536
411 420 - - 831
14,899 28,578 162 {43,080) 549
14,488 28,158 {120) (41,064) 1,462
- . - (1,469) (1,469)
- - 152 - 152
- - (W) - (1)
- - 151 {1,469) {1,318)
14,488 28,158 31 (42,533} 144

15




STELLAR RESOURCES PLC

Cash Flows from Operating Activities

Loss after taxation

Adjustments for

Depreciation

Results of associate

Impairment of goodwill

Change In trade and other recewvables

Change in trade and other payables

Foreign exchange reserve realised on disposal
Corporate Tax

Net Cash used in Operating Activities
Cash Flows from Investing Activities

Purchase of associate
Reclassification of cash held in disposal group

Net Cash used in Investing Activities
Cash Flows from Financing Activities

Proceeds from share 1ssue

Net Cash in generated from Financing Activities

Net Change in Cash and Cash Equivalents

Exchange loss on cash and cash equivalents

Cash and Cash Equivalents at beginning of period

Cash and Cash Equivalents at end of period

Major non-cash transactions

CONSOLIDATED STATEMENT OF CASH FLOWS

201
£000

534
(143)
121

(60)

(100)

295

2011
£000

(547)

459

(88)

(100)

285

107

113

2010
£000

400
678
234

32)

Year ended 31 December 2011

2010
£000

(1,469)

1,318

(151)

(32)

On 2 December 2011, the company issued 17,432,182 ordinary shares of 1p In part consideration for the
acquisibon of 49% of the 1ssued share capital of Gold Mines of Wales Limited

16




STELLAR RESOURCES PLC NOTES TO THE FINANCIAL STATEMENTS

1

Year ended 31 December 2011

Accounting Policies
Basis of Preparation
Stellar Resources Ple (formerly CSS Stellar Plc) 1s a company incorporated in the United Kingdom

The Group Financial Statements are for the year ended 31 December 2011 and have been prepared
under the historical cost convention, except for revaluation of Available for Sale assets

These consolidated Financial Statements (the "Financial Statements”) have been prepared and
approved by the Directors in accordance with International Financial Reporting Standards as adopted
by the EU ("adopted IFRS")

The accounting policies have been applied consistently throughout the Group for the purposes of
preparation of these consolidated Financial Statements The consolidated Financial Statements are
presented in accordance with IAS 1 Presentalion of Financial Statements (Revised 2007)

Accounting Standards in issue but not yet effective or not yet endorsed

IFRS 9 Financial Instruments (effective 1 January 2015)

IAS 27 Separate Financial Statements (effective 1 January 2013)

IAS 28 Investments in Associates and Joint Ventures (effective 1 January
2013)

IFRS 10 Consolidated Financial Statements (effective 1 January 2013}

IFRS 11 Joint Arrangements (effective 1 January 2013)

IFRS 12 Disclosure of interests in Other Entities (effective 01 January 2013)

IFRS 13 Fair Value Measurement (effective 01 January 2013)

Amendment to IAS 32 Financial Instruments Presentation (effective 1 January 2014}

Amendments to IFRS 7 Financial Instruments. Disclosures (effective 01 January 2013)

Amendments to IFRS 9 Financial Instruments (effective 01 January 2015)

Amendments to 1AS 1 Presentation of Financial Statements (effective 01 July 2012)

IFRIC 20 Stnpping Costs in the Production Phase of a Surface Mine
(effective 01 January 2013)

Amendments to IFRIC 14 Prepayments of a Mimmum Funding Requirement (effective 1
January 2011)

Improvements to IFRS issued May 2010 (some changes effective 1 July 2010,
others effective 1 January 2011)

Amendments to IAS 19 Employment Benefits (effective 1 January 2013)

Amendments to |1AS 12 Income Taxes (effective 1 January 2012)

The Directors anticipate that the adoption of these Standards and Interpretations In future penods will
have no matenal impact on the consolidated Financial Statements of the Group There have been no
new standards adopted during the year that significantly impacted the Group

Sources of Estimation and Key Judgements

The preparation of the Financial Statements requires the Group to make estimates, judgements and
assumptions that affect the reported amounts of assets, liabiites, revenues and expenses and related
disclosure of contingent assets and liabilites The Directors base their estmates on histonc expenence
and various other assumptions that they believe are reasonable under the circumstances, the results
of which form the basis of making judgements about the carrying value of assets and liabilities that are
not readily apparent from other sources Actual results may differ from these estimates under different
assumptions or conditions

17




STELLAR RESOURCES PLC NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2011

1 Accounting Policies (continued)

The Directors believe that the most significant areas where estimates and judgements are used are In
relation to the carrying value of avallable sale financial assets These Judgements are explained in
more detail in the accounting policies and note 11

Basis of Consolidation

The Group Financial Statements consolidate those of the company and all of its subsidiary
undertakings drawn up to 31 December 2011 Subsidianes are entiies over which the Group has the
power to control the financial and operating policies so as to obtain benefits from its actvites The
Group obtains and exercises contro} through voting nights

Unrealised gains on transactions between the Group and its subsidiaries are eliminated Unrealised
losses are also eliminated unless the transaction provides evidence of an impawrment of the asset
transferred Amounts reported in the Financial Statements of subsidianes have been adjusted where
necessary to ensure consistency with the accounting policies adopted by the Group.

Associates are all entties over which the Group has significant influence but not control, generally
accompanying a shareholding of between 20% and 50% of the voling nghts., Investments in
associates are accounted for using the equity method of accounting Under the equity method, the
investment 1s inihally recognised at cost, and the carrying amount 1s increased or decreased to
recognise the investors share of the profit or loss of the investee after the date of acquisition The
Group's investment In associates includes goodwill identified on acquisition.

if the ownership Interest In an associate is reduced, but significant influence 1s retained, only a
proportionate share of the amounts previously recognised in other comprehensive income Is
reclassified to profit or loss where appropnate

The Group's share of post-acquisition profit or loss s recognised in profit or loss, and its share of post-
acquisition movements In other comprehensive income is recognised 1n other comprehensive income,
with a corresponding adjustment to the carrying amount of the investment When the Group's share of
losses in an associate equals or exceeds its interest in the associate, including any other unsecured
recevables, the Group does not recogmise further losses, unless It has incurred legal or constructive
obligations or made payments on behalf of the associate

The Group determines at each reporting date whether there 1s any objective evidence that the
investment In the associate is impared If this 1s the case, the Group calculates the amount of
impairment as the difference between the recoverable amount of the associate and its carrying value,
and recognises the amount adjacent to *Share of profit/(loss) of an associate” in profit or loss

18




STELLAR RESOURCES PLC NOTES TO THE FINANCIAL STATEMENTS

1

Year ended 31 December 2011

Accounting Policies (continued)

Revenue

Revenue 1s measured by reference to the fair value of consideration received or receivable by the
Group for services provided, excluding VAT and trade discounts Revenue 1s credited to the Income
Statement in the period it 1s deemed to be earned

Property, Plant and Equipment

Property, plant and equipment Is stated at cost or valuation, net of depreciation and any provision for
impairment

Depreciation

Depreciation 1s calculated to write down the cost or valuation less estimated residual value of all
property, plant and equipment cther than freehold land by equal annual instalments over their
esttmated useful economic hives The rates generally applicable are

Office equipment - 33% per annum

Matenal residual value estimates are updated at least annually, whether or not the asset is revalued
Finance Income and Costs

Finance income and costs are reported on an accruals basis

Leased Assets

Leases in which a significant portion of the nsks and rewards of ownership are retained by the lessor
are classified as operating leases Payments made under operating leases are charged to the income
statement on a straight-ine basis over the term of the lease

Taxation
Current tax 1s the tax currently payable based on taxable profit for the year

Deferred income taxes are calculated using the iability method on temporary differences Deferred tax
s generally provided on the difference between the carrying amounts of assets and habilities and their
tax bases However, deferred tax s not provided on the initial recognition of goodwill, nor on the imitial
recognition of an asset or liability unless the related transaction is a business combination or affects
tax or accounting profit Deferred tax on temporary differences associated with shares in subsidiaries
and joint ventures 1s not provided if reversal of these temporary differences can be controlled by the
Group and 1t is probable that reversal will not occur in the foreseeable future In addition, tax losses
avallable to be carried forward as well as other income tax credits to the Group are assessed for
recognition as deferred tax assets

Deferred tax liabilities are provided in full, with no discounting Deferred tax assets are recognised to
the extent that 1t 1s probable that the underlying deductible temporary differences will be able to be
offset against future taxable iIncome Current and deferred tax assets and liabilities are calculated at
tax rates that are expected to apply to their respective penod of realisation, provided they are enacted
or substantively enacted at the balance sheet date

Changes In deferred tax assets or habililes are recognised as a component of tax expense in the

Income statement, except where they relate to items that are charged or credited directly to equity in
which case the related deferred tax s also charged or credited directly to equity
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Year ended 31 December 2011

Accounting Policies (continued)
Financial Assets

Financial assets are diwvided into the following categones loans and receivables and available-for-sale
financial assets Financial assets are assigned to the different categories by management on inibal
recognition, depending on the purpose for which they were acquired, and are recognised when the
Group becomes party to contractual arrangements Both loans and recewables and available for sale
financial assets are inibally recorded at fair value

Loans and recelvables are non-denvative financial assefs with fixed or determinable payments that are
not quoted in an active market Trade, most other recevables and cash and cash equivalents fall into
this category of financial assets Loans and recevables are measured subsequent to imbial recogmtion
at amortised cost using the effective interest method, less provision for impairment. Any change In
their value through impairment or reversal of impairment is recognised in the income statement.

Provision against trade recevables 1s made when there 1s objective evidence that the Group will not be
able to collect all amounts due to it In accordance with the onginal terms of those receivables The
amount of the write-down 1s determined as the difference between the asset's carrying amount and the
present value of estimated future cash flows

A financial asset is derecognised only where the contractual nghts to the cash flows from the asset
expire or the financial asset is transferred and that transfer qualifies for derecognition A financial
asset 1s transferred If the contractual rights to receive the cash flows of the asset have been
transferred or the Group retains the contractual nghts to receive the cash flows of the asset but
assumes a contractual obligation to pay the cash flows to one or more recipients A financial asset
that 1s transferred qualifies for derecogniton if the Group transfers substantially all the nsks and
rewards of ownership of the asset, or If the Group neither retains nor transfers substantially all the nsks
and rewards of ownership but does transfer control of that asset

Available-for-Sale Financial Assets

Avatlable-for-sale financial assets include non-derivative financial assets that are either designated as
such or do not qualify for inclusion in any of the other categones of financial assets All financial assets
within this category are measured subsequently at fair value, with changes in value recognised In other
comprehensive iIncome Gains and losses ansing from investments classified as available-for-sale are
recognised in the income statement when they are sold or when the investment is impaired In the
case of impairment of available-for-sale assets, any loss previously recognised in equity is transferred
to the Income statement Impairment losses recognised In the income statement on equity instruments
are not reversed through the iIncome statement

The available for sale asset, held by the Group which 1s not traded in an active market, and its fair
value 1s therefore determined by using valuation techniques The Group uses its judgement to select a
variety of methods and make assumptions that are mainly based on market conditions existing at each
balance sheet date The Group has used discounted cash flow analysis for this financial assets

An assessment for impairment is undertaken at least at each Statement of Financia! Position date
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1 Accounting Policies (continued)
Financial Liabilities

Financial habihties are obligations to pay cash or other financial assets and are recognised when the
Group becomes a party to the contractual provisions of the instrument

All financial habilities inhially recognised at fair value less transaction costs and thereafter carred at
amortised cost using the effective interest method, with interest-related charges recognised as an
expense In finance cost in the income statement A financial llability s derecogrised only when the
obligation 1s extinguished, that 15, when the obligation 1s discharged or cancelled or expires

Cash and Cash Equivalents

Cash and cash equivalents comprise ¢ash on hand and demand deposits, together with other short-
term, highly bguid investments that are readily convertible into known amounts of cash and which are
subject to an insignificant nsk of changes in value.

Discontinued Operations

A discontinued operation is a cash-generating unit, or a Group of cash-generating units, that either has
been disposed of, ceased to operate, oris classified as held for sale, and

+ represents a separate major ine of business that has been disposed of or ceased trading

» s part of a single co-ordinated plan to dispose of a separate major line of business or
geographical area of operatons or

* Is a subsidiary acquired exclusively with a view to resale

The disclosures for discontnued operations i the prior year relate to all operations that have been
discontinued by the balance sheet date for the latest period presented

Share-Based Payments

The Group cperates a number of equity-settled, share-based compensation plans, under which the
entity receives services from employees as consideration for equity instruments (options) of the Group
The fair value of the employee services recewved 1in exchange for the grant of the options 1s recognised
as an expense The total amount to be expensed 1s determined by reference to the fair value of the
options granted

« including any market performance conditions,

» excluding the mpact of any service and non-market performance vestng conditions (for
exampie, profitability or sales growth targets, or remaining an employee of the entity over a
specrfied tirme pernod, and

« ncluding the impact of any non-vesting conditrons (for example, the requirement for
employees to save)

Non-market vesting conditions are included in assumptions about the number of options that are

expected to vest The total expense 1 recognised over the vesting penod, which 1s the period over
which all of the specified vesting conditions are to be satisfied.
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NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2011

Accounting Policies {continued)

Share based payments (continued)

In addition, In some circumstances, employees may provide services In advance of the grant date, and

therefore the grant-date fair value 1s estmated for the purposes of recognising the expense during the

penod between service commencement penod and grant date

At the end of each reperting penod, the entity revises its estimates of the number of options that are

expected to vest based on the non-market vesting conditions It recognises the impact of the revision

to onginal estimates, (if any, 1n profit or loss, with a corresponding adjustment to equity.

When the options are exercised, the Company 1ssues new shares The proceeds received, net of any
directly attributable transaction costs, are credited to share capital (nominal value) and share premium

The grant by the Company of options over its equity instruments to the employees of subsidiary
undertakings In the Group is treated as a capital contribution The farr value of employee services
received, measured by reference to the grant date fair value, I1s recognised over the vesting period as
an Increase in investment in subsidiary undertakings, with a corresponding credit to equity In the
parent entity accounts.
Equity
Equity comprises the following

» "Share capital” representing the nominal value of equity shares

e "Share premium" representing the excess over nominal value of the fair value of consideration
received for equity shares, net of expenses of the share issue

+ "Other reserves" represents the differences arnsing from translation of investments in overseas
subsidianies up to the point of disposal, and fair value on available for sale financ:al assets,

« "Profit and loss reserve" representing retained profits

22




STELLAR RESOURCES PLC NOTES TO THE FINANCIAL STATEMENTS

1.

Year ended 31 December 2011

Accounting Policies (continued)
Foreign Currencles

Transactions In foreign currencies are translated at the exchange rate ruling at the date of the
transaction Monetary assets and liabiltties in foreign currencies are translated at the rates of exchange
ruling at the balance sheet date. Non-monetary items that are measured at historical cost 1n a foreign
currency are translated at the exchange rate at the date of the transaction. Non-monetary items that
are measured at fair value in a foreign currency are translated using the exchange rates at the date
when the farr value was determined Any exchange differences ansing on the settlement of monetary
items or on translating monetary items at rates different from those at which they were initially recorded
are recognised in the profit or loss in the penod in which they arise Exchange differences on non-
monetary items are recognised In other comprehensive income to the extent that they relate to a gain
or loss on that non-monetary item taken to other comprehensive income, otherwise such gans and
losses are recognised in the income statement

The assets and liabiliies in the Financial Statements of foreign subsidianes and related goodwill are
translated at the rate of exchange ruling at the balance sheet date. Income and expenses are
translated at the actual rate. The exchange differences ansing from the retranslation of the opening
net investment in subsidianes are taken directly to the Translation reserve in equity On disposal of a
foreign operation the cumulative transtation differences are transferred to the income statement as part
of the gain or loss on disposal

ltems included in the Financial Statements of each of the Group's entties are measured using the
currency of the pnmary economic environment in which the entity operates {functional currency) The
functional currencies of the Group entities are Sterling The Company's functional currency and the
Group's presentational currency 15 Sterling

Going Concern

The company no longer has any significant trading businesses and 1s therefore deemed to be an
investing company It now has a low cost base and no borrowings. The Directors have prepared cash
flow forecasts and budgets that show that for a penod of at least twelve months from the date of these
Financial Statements, the Group has sufficient resources to continue in business. Additionally post
year end the Group has raised a further £500,000 from the i1ssue of new shares Accordingly, the
Directors believe that it 1s appropnate to prepare the Financial Statements on a going concern basis
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2 Segment Reporting

Following the disposals and cessation of the Group's major trading businesses in 2010 and 2011 the
Group s now cperating as a single UK based segment, represented as continuing operations in the
income statement Al information regarding discontinued operations has heen given in note 15. The
single reporting entity's primary activity 1s to invest in businesses so as to generate a return for the
shareholders The revenue from this segment, generated in the UK, was £57,000 (2010 - £304,000)
The non-current assets of the segment 1s £785,000 (2010 - £156,000)

3 Operating Activities and Audifor's Remuneration

2011 2010
£000 £000
Included within results from operating activities are the following
Depreciation of plant, property and equipment:

Owned assels 4 8
Cperating lease rentals - land and huildings 44 58
Foreigh exchange losses 7 1
Auditor's remuneration

Audit services

- Parent company and Group statutory audit 15 25

- Subsithary statutory audits 8 19

Non-audit services.

- Taxation compliance 7 7

4 Information Regarding Directors and Employees

Employment costs, including Directors, during the year
Wages and salaries 133 487
Social secunty costs - 27
Defined contribution pension costs - 8
133 522
Average number of persons, including execulive Directors employed No. No.
Sales - 11
Admirustration - ]
- 17
Directors’ remuneration £000 £000
Emoluments 133 251
No. No.

Number of Directors in money purchase pension schemes - -
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4 Information Regarding Directors and Employees {continued)
Emoluments of the Individual Directors

Fees, salaries

and taxable Pension Termination
benefits contribution payments Total
2011 £000 £000 £000 £000
J A R Jakobi 36 - 3] 42
J D Webber 39 - - 39
S H Rhodes 19 - 5 24
D Lemgas 8 - - 8
D Strang 20 - - 20
122 - 1" 133

2010 - —
J AR Jakobi 167 - - 167
J D Webber 71 - - 71
S H Rhodes 13 - - 13
T A E W Wardale - - - -
251 - - 251

Directors’ interest in share options is set out In note 21.
5. Key Management Personnel
The key management personnel are considered to be the Directors  There remuneration 1s included in

note 4 above Included in Directors’ emoluments and employment costs are the following amounts
charged by entities for the services of Directors whilst Directors of the Group

2011 2010

£000 £000

F J Associates — J A R Jakobl 1s a pariner 5 147
J Webber Finance Limited - 2
5 149

6 Finance Income

Bank interest - -

7 Finance Costs

Bank loans, overdrafts and other loans repayable within five years - -
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Income Tax (Credit)Expense

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2011

The relationship between the expected tax (credit)/expense based on the effective tax rate of the
Group at 26 5% (2010 — 28%) and the tax (credit)/expense actually recogmised in the ingome

statement can be reconciled as follows:

lLoss for the year before tax
Tax rate

Expected tax credit

Differences between capita) allowances and depreciation

Expenses not deductible for tax purposes
Tax losses (utilised)/arising In the year

Impairment of goodwill and lass on disposal of subsidiaries

Adjustments to tax in respect of prior periods

Actual tax expense

lL.oss per Share

2011

Continuing operations

Loss after tax

Earnings attnibutable to ordinary shareholders
Weighted average number of shares
Discontinued operations

Loss after tax

Earnings attributable to ordinary shareholders

Waeighted average number of shares

Total basic and diluted ioss per share

26

£000

(347)

(347)

(200)

(200)

2011
£000

(547)
26 5%

(145)

Welghted
average
No. of shares

33,448,267

33,448,267

2010
£000

(1,469)
28%

(411)

)
(87)
182
342
(24)

Basic per
share
amount
pence

(104)

(0 60)

(1.64)
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Year ended 31 December 2011

Loss per Share (continued)

Basic per
Weighted share
average amount
2010 £000 No. of shares pence
Continuing operations
Loss after tax (512)
Loss attnbutable to ordinary shareholders {512)
Weighted average number of shares 28,976,581 (177)
Discontinued operations
Loss after tax {957)
Earnings attributable to ordinary shareholders {857}
Weighted average number of shares 28,976,581 (3 30}
Total basic and diluted loss per share (5 07)

Loss Attributable to Members of the Parent Company
As permitted by Section 406 of the Companies Act 2006, the parent company has not presented its

own profit and loss account. The Company's own loss for the year after taxaton amounting to
£346,000 (2010 loss - £627,000) has been transferred from reserves

Available for Sale Financial Assets

2011 2010
£000 £000
Hambrnic Sports Management LLC 152 162

The Investment in Hambnc Sports Management LLC ("HSM") represents a 30% share of the i1ssue
share capital of that company The minority shareholding and absence of Board representation mean
that the Company I1s unable to influence control over HSM HSM s involved in the management and
representation of golfing professionals In 2010, the Board took the decision to seek to dispose of this
investment and began to negotiate with a number of interested partes These negotiations are
ongoing The board have reviewed a valuation of the business , prepared by management, based on
availlable information and confirmed there has been no impairment to the value dunng the year (2010:
ENIL)

The offer from the Iinterested party is the basis for the cashflow valuation performed by management
Discounting has not been applied as it 1s not considered matenal based on the fact that the cashflows
are expected in the near future

At 31 December 2011 the Group had £152,000 (2010 £152,000) of financial assets grouped inte Level

3 - being farr value measurement derived from valuation techniques that include inputs for the assets
or hability that are not based on observable market data.

27




STELLAR RESQURCES PLC NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2011

12 Investment in associate

2011 2010
£000 £000
Investment in associate 633 -
2011 2010
£'300 £000
Carrying amount at 1 January - -
Acquisition of associate 636 -
Share of loss 3) -
Carrying amourd at 31 December 633 -

The Group’s share of results of its associate, which 1s unlisted, and its aggregated assets and liabiliies, 1s

as follows
Country of % mterest
Name incorporation Assels Liabiites  Revenues Profit/(Loss) held
Gold Mines of
Wales Limited Jersey £91,000 £35,000 End (£3,000) 49

On 2 December 2011 the company completed an agreement to acquire 49% of the 1ssued share
capital of Gold Mines of Wales Limited which, through a wholly owned subsidiary, holds a licence to
explore and sample gold and silver

Gold Mines of Wales Limited's year end i1s 5 April 2012.
The consideration for the acquisiton was £100,000 payable in cash and 17,432,182 new ordinary

shares in the Company Based on the midmarket price of the Company’s ordinary shares at the close
of business on the 30 November 2011, the total value of the consideration was £636,000
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13 Plant, Property and Equipment

Cost or valuation

At 1 January 2010

Disposals

Transfer to assets held for sale
At 31 December 2010
Disposals

At 31 December 2011
Accumulated depreciation
At 1 January 2010

Charge for the year

Transfer to assets held for sale
Disposals

At 31 December 2010
At 1 January 2011
Charge for the year
Disposals

At 31 December 2011
Net book value

At 31 December 2011

At 31 December 2010

14 Net Profit from Discontinued Operations

Current year disposals

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2011

Office
equipment,
Motor  furniture and
vehicles fittings
£000 £000
19 775
- (387)
- (268)
9 120
19 (120)
19 763
- 5]
- (266)
- (387)
19 116
19 116
- 4
{(19) {120)

1
| .1

782

(266)
(387)

135

135
(139)

l F -9 I 1

On 1 November 2011 the company sold its subsidiary undertaking, CSS Presenters Limited to John
Webber for total consideration of £1 John Webber was a director of the company dunng the year As a
consequence of this decision, revenue and expenses, gains and losses relating to these businesses
have been eliminated from the Group's continuing results and presented as a single line item on the
face of the income statement (see "net loss from discontinued operations")

Prior year disposals

On 30 September 2010, the Board disposed of its European golf business and on 31 December 2010
ceased its Motorsports chent business (collectively referred to as the “Sport” operations in Note 14)
The comparatives have also been represented to include the results of C5S Presenters Limited far the

year ended 31 December 2010
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14 Net Profit from Discontinued Operations (continued)

Operating activities of discontinued operations

Sports Presenters Total Sports Presentors Total
divisions  divislon divisions  division
2014 2011 2011 2010 2010 2010
£000 £000 £000 £000 £000 £000
Revenue 10 15 25 1,325 20 1,345
Cost of sales (6) {6} - - -
Gross profit 10 9 19 1,325 20 1,345
Impairment of goodwll - - - - -
Recycle FX reserve (121) - (121)
Administrative costs {121) (1) (122) {2,144) (158) (2,302}
Operating profit/(loss) (232) 8 (224) (819} (138) (957}
Finance income - - - - - -
Finance costs - - - - - -
Loss before tax (232) 8 (224) 819 (138) (957)
Income tax expense - - - - -
Loss for the year (232) 8 (224) (819) (138) {957)
Profit on disposal - 24 24 - - -
Net result from (232) 32 (200) (819) (138) (957)

discontinued cperations

Cashflows generated by each disposal or cessation for the reporting penods under review can be
summarised as follows

Sporte Presenters Tota! Sports Presenters Total

divisions  division divisions division
2011 2011 2011 2010 2010 2010
£000 £000 £000 £000 £000 £000
Operating activities [£:3] 13 5 {160} (1) (161)
investing activities - - - - . -
Financing activities - - - . - .
{8) 13 5 {160} (1) {161)

Cumulative expense recognised in other comprehensive income relating to disposal group

2011 2010
£000 £000
Recycle foreign exchange reserve on disposal 121 -
121 -

15 Trade and Other Receivables
Current assets 2011 2010
£000 £000
Trade receivables 30 52
Other receivables - 36
Prepayments and accrued income 50 287
80 375
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15 Trade and Other Receivables (continued)

16

17

All trade receivable amounts are short term The carrying value of trade receivables is considered as a
reasonable approximation of the fair value of the receivables.

All of the Group's trade and other receivables have been reviewed for indicators of impairment No
trade receivables were found to be impaired and no provision has been recorded accordingly (2010 -
£NIl)

The age of financial assets past due but not considered impaired 1s as follows

2011 2010

£000 £000

No more than 3 months - 52
More than 3 months but less than 6 months 30 -
More than 6 months but less than 1 year - -
More than 1 year - -
30 52

Movements on the Group provision for impairment of trade recevables Is as follows

2011 2010

£000 £000
Prowvision for receivables impairment at 1 January - 180
Receivables written off durning the year as uncollectable - (129)
Unused amounts reversed - (51)

New provision in the year

Provision for receivables impairment at 31 December - -

The creation and release of provision for impaired receiwvables have been included in the income
statement The other classes within trade and other recevables do not contain impaired assets

The maximum exposure to credit risk at the reporting date 1s the carrying value of each class of
recelvable mentioned above The Group does not hold any coltateral as secunty

Deferred Tax

The amount of unused tax losses for which no deferred tax asset is recognised 1n the statement of
financial position 1s £205,000 (2010 - £175,000)

Under IAS 12, deferred {ax provisions are made for the tax that would potentially be payable on the
reafisation of assets at book value Other temporary differences represent deferred tax assets ansing
from future tax relief available to the Group from capital allowances

Cash at Bank and Cash Equivalents
2011 2010
£000 £000
Cash at Bank 113 6
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18 Trade and Other Payables

2011 2010

£000 £000

Trade payables 129 69
Accruals and deferred income 161 189
290 258

All amounts are short term and the carrying values are considered to be a reasonable approximation of
farr value

192 Risk Management Objectives and Policies
Financial assets by category

The IAS 39 categories of financial asset included in the balance sheet and the headings in which they
are included are as foliows-

Current assets 2011 2010
£000 £000

Available for sale assets 152 152
Loans and receivables 80 88
Cash 112 6
344 246

Financial Liabilities by Category

The |AS 39 categones of financial hability included n the balance sheet and
the headings in which they are included are as follows

Current liabilities

Financial liabiities measured at amortised cost 429 418

The Group 15 exposed to market nsk through its use of financial iInstruments and specifically to credit
risk, and hquidity nsk which result from both its operating and investing activiies. The Group's nsk
management 1s coordinated at its headquarters, in close co-operation with the board of Directors, and
focuses on actively secuning the Group's short to medium term cash flows by mimimising the exposure
to financial markets Long term financial investments are managed to generate lasting returns The
Group does not actively engage in the trading of financial assets for speculative purposes nor does it
write options The most significant financial nsks to which the Group 1s exposed to are described
below

Interest rate sensitivity

The Group 1s not exposed to interest rate sensitivity

32




STELLAR RESOURCES PLC NOTES TO THE FINANCIAL STATEMENTS

19

20

Year ended 31 December 2011
Risk Management Objectives and Policies (continued)

Credit risk analysis

The Group's exposure to credit risk 1s imited to the carrying amount of trade receivables The Group
continuously momtors defaults of customers and cther counterparties, identified either individually or
by Group, and incorporates this information into its credit risk controls Where available at reasonable
cost, external credit ratings and/er reports on customers and other counterparties are obtained and
used Group's policy 1s to deal only with creditworthy counterparties Group management considers
that trade receivables that are not impaired for each of the reporting dates under review are of good
credit quality, including those that are past due See note 15 for further information on impairment of
financial assets that are past due.

None of the Group's financial assets are secured by collateral or other credit enhancements

The credit nsk for hgud funds and other short-term financial assets is considered neghgible, since the
counterparties are reputable banks with high quality external credit ratings

Liquidity risk analysis
The Groups continued future operations depend on the ability to raise sufficient working capital through

the 1ssue of equity share capital The Directors are confident that adequate funding will be forthcoming
with which to finance operations. Controls over expenditure are carefully managed

Capital Management Policies

The Group's capital management objechves are

* to ensure the Group's ability to continue as a going concern, and

s to provide a return to shareholders

The Group monitors capttal on the basis of the carrying amount of equity less cash and cash
equivalents Capital for the reporting periods under review 1s summarised as follows

2011 2010

£000 £000
Total equity 549 144
Cash and cash equivalents (113) (6

436 138

Total equity 549 144
Borrowings - -
Overall financing 549 144
Capital to overall financing ratio 126 1.04
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21. Called-up Share Capital

2011
Authorised £000
339,210,771 ordinary shares of 1p each (2010 — 339,210,771 of 5p 3,302
each)
28,976,581 deferred shares of 45p each (2010 — 28,976,581) 13,039
339,210,771 A deferred shares 4p each (2010- Nil) 13,569
30.000
Allotted, issued and fully paid
70,008,763 ordinary shares of 1p each (2010 - 28,976,581 of bp each) 700
28,976,581 deferred shares of 45p each (2010 - 28,976,581) 13,040
28,976,581 A deferred shares of 4p each (2010- Nil) 1,169
14,899

The deferred shares and A deferred shares do not carry voting nghts

2010
£000

16,961
13,039

30,000

1,449
13,039

14,488

On the 15 March 2011, at the Annual General Meeting the shareholders approved the sub-division of
the existing ordinary shares of 5p each info new ordinary shares of 1p each and deferred shares of 4p
each. The nghts attached to the new ordinary shares are in all material aspects the same as the nghts

attaching to the exisling ordinary shares.

On 15 November 2011, 23,600,000 ordinary shares of 1p each were issued fully paid for cash

consideraton at 1 28 pence per share to raise £295,000.

On 02 December 2011, 17,432,182 ordinary shares of 1p were issued in consideration for the
acquisition of 49% of the 1ssued share capital of Gold Mines of Wales Limited This is in addiion to

£100,000 cash
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Share-based payments

Details of share options and warrants granted over the ordinary shares are as follows

At Lapsed At Exercise Date from
1 January during 31 December price which Expiry
2011 the year 2011 exercisable date
No. No No £
Share options

1,440 1,440 - 050 020106 020113
10,000 10,000 - 063 17 03 06 170313
57,500 57,500 - 050 17 03 07 1703 14
190,475 180,475 - 053 230307 230314
30,000 30,000 - 050 081207 081214
57,500 57,500 - 050 081207 0812 14
10,000 10,000 - 050 09 1108 091115
10,000 10,000 - 050 24 04 09 2404 16
580,000 580,000 - 026 070609 (70618
15,000 15,000 - 027 2106808 210616
60,000 60,000 - 028 011109 011116
- - 029 301108 301116

1,021,915 1,021,915 -

Warrants

45,000 45,000 - 222 17 0104 170111
15,000 15,000 - 2 51 060304 060311
10,000 10,000 - 200 18 06 05 180612
5,000 5,600 - 110 131205 131212
35,000 35,000 - 050 17 03 06 1703 13

110,000 110,000 -

The share prnice range dunng the year was £0 023 to £0 036 (2010 - £0 005 to £0 045)
No directors have any interest in the share options at the year end
The share based payment charge in the year was £ml (2010 - £Nl)

The weighted average values of options are as follows

2011 2010
Weighted average exercise price of options granted 43p 43p
Weighted average exercise price of options exercisable at the
end of the year n/a 43p
Weighted average option life remaining n/a 3 02 years

The valuation of these options and warrants involved making a number of critical estmates relating to
price volatihty, future dividend ytelds and expected life of the options The share based payment cost
in respect of the opttons calculated in accordance with the requirements of IFRS 2, 1s immatenal and
has therefore not been recogmised In the Financial Statements.
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22 Capital Commitments

There are no non-cancellable capital commitments as at the balance sheet date

23 Additional Information on Subslidiary Undertakings

Trading Subsidiaries Nature of Business  Ownership Incorporated in
CS§ International Limited Corporate 100* England and Wales
CSS Internationa! Holdings Limited Holding Company 100 England and Wales
CS8S Stellar Sports Limited Non-trading 100* England and Wales

At 31 December 2011, all other subsidiary undertakings were dormant
Entihes marked with an astensk (*) are directly owned by the Company

On 1 November 2011, the Group soid 1its subsidiary undertaking, CSS Presenters Limited for £1
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24

25

26

Year ended 31 December 2011

Related Party Transactions

Cn 1 November 2011 the company sold its subsidiary undertaking, CSS Presenters Limited to John
Webber for total consideration of £1 John Webber was a director of the company dunng the year

Fees of £4,800 were paid to FJ Associates durning the year, a company of which Juhan Jakobi s a
beneficiary.

Events after the reporting period

On 25 January 2012 Gold Mines of Wales {(QOperations) Limited, a wholly owned subsidiary of GMOW
was granted a renewal of the exploration licence for a peniod of 12 months from 10 February 2012

On 4 April 2012 there were a number of changes to the board Ed McDermott, Lincoln Moore and
Charlie Wood joined the board as non-executive director, Finance Director and Executive director
respectively. Additionally Jultan Jakobi, John Webber and Simon Rheodes all stepped down from the
board

Cn 10 Apnl 2012 the company granted options to vanous directors to subscribe for a total of 6 5 million
new ordinary shares at an exercise price of 3p expiing five years from the date of grant

On 26 April 2012 the company conditionally placed 22,222,222 new ordinary shares of 1p each at a
price of 2 25p with new investors to raise £500,600

On 9 May 2012 at a General Meeting of the company, the resolution was passed to change the
Company name to Stellar Resources plc

In June 2012, HSM (note 11) had an arbitration rule in their favour, with $400k settlement awarded to
them An amount of between $90,000 and $120,000 is expected to be received by Stellar Resources
plc in the near future

Accounting Policies — Company

The Financial Statements are prepared m accordance with applicable United Kingdom accounting
standards (UK GAAP) The pnncipal accounting policies of the Company are set out below The
policies have remained unchanged from the previous year, cther than the additional pohcy for the new
investment in asseciate during the year, and the Board consider them to be the most appropnate for
the Company

Basis of preparation

The Financial Statements have been prepared under the histoncal cost convention.

Investments

Investments held as fixed assets are stated at cost less provision for any mpairment Investments are
reviewed for impairment if events or changes in circumstances indicate that the carmying amount may
not be recoverable Impairments are calculated such that the carrying value of the fixed asset

investment ts the lower of its cost or recoverable amount Recoverable amount 15 the higher of its net
realisable value and its value in use
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27 Accounting Palicies — Company (continued)

28

Financial instruments

Fmnancial habiliies and equity instruments are classified according to the substance of the contractual
arrangements entered into

A financial liability exists where there is a contractual obligation to deliver cash or another financial
asset to another enlity, or to exchange financial assets or financial habites under potentially
unfavourable condibons in addition, contracts which result in the entity delivering a varnable number of
its own equity instruments are financial llabilities

Finance costs and gains or losses relating to financial liabifittes are included in the profit and loss
account The carrying amount of the liability 1s Increased by the finance cost and reduced by
payments made in respect of that lability Finance costs are calculated so as to produce a constant
rate of charge on the outstanding hability

An equity instrument 1s any contract that evidences a residual interest in the assets of the Coempany
after deducting all of its habilties Dividends and distnbutions relating to equity instruments are debited
directly to reserves

Deferred taxation

Deferred tax 1s provided in full on timing differences which result in an obligation at the balance sheet
date to pay more tax, or a nght to pay less tax at a future date, at rates expected to apply when they
crystallise based on current tax rates and law. Timing differences arise from the inclusion of items of
income and expenditure In taxation computations in penods different from those which are included in
the Financial Statements. Deferred tax assets are recognised to the extent that 1t 1s regarded as more
likely than not that they will be recovered Deferred tax assets and liabiltties are not discounted

Fixed Asset Investments

Notes 2011 2010
£000 £000
Subsidiary undertakings - -
Investment in assoctate 29 633 -
Total
Cost £000
At 1 January 2011 11,726
Additions 636
Disposals {11,726)
At 31 December 2011 636
Provisions for impairment
At 1 January 2011 11,726
Resuit of associate (3)
Disposals (11,726)
At 31 December 2011 (3
Net book value
At 31 December 2011 633
At 31 December 2010 R
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29 Investment In assoclate

The Company has the following significant shareholdings

Address of Share
pnncipal capital
Country of place of Shares held and % interest
Name ncerporation business class % reserves  Profit/(Loss) held
Gold Mines of 49%
Wales Linmted Jersey Jersey ordinary £114,000 {£3,000) 49%

On the 02 December 2011 the company completed an agreement to acquire 49% of the 1ssued share
capital of Gold Mines of Wales Limited which, through a wholly owned subsidiary, holds a hcence to
explore and sample gold and silver

The consideration for the acquisiton i1s £100,000 payable in cash and 17,432,182 new ordinary shares
in the Company Based on the midmarket pnce of the Company’s ordinary shares at the close of
business on the 30 November 2011, the total value of the consideration 1s £636,040

30 Debtors
2011 2010
£000 £000
Trade debtors 30
Amounts owed by Group undertakings - -
Other debtors - 30
Prepayments and accrued income 50 -
80 30
31 Creditors
2011 2010
£000 £000
Trade payables 128 -
Amounts owed to group undertakings 89 -
Accruals 161 7
378 7
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32 Called-up Share Capital

2011 2010
Authorised £000 £000
339,210,771 ordinary 1p shares (2010 - 339,210,771 of 5p each) 3,392 16,961
28,976,581 deferred 45p shares (2010 — 28,976,581) 13,039 13,039
339,210,771 A deferred 4p shares (2010- Nif) 13,569 -
30,000 30,000

Allotted, issued and fully paid
70,008,763 ordinary shares of 1p each (2010 — 28,976,581 of 5p each) 700 1,449
28,976,581 deferred shares of 45p each (2010 — 28,976,581) 13,040 13,039
28,976,581 A deferred shares of 4p each (2010- Nii) 1,159 -
14,899 14,488

The deferred shares and A deferred shares do not carry voting nights.

On the 15 March 2011, at the Annual General Meeting shareholders approved the sub-division of the
existing ordinary shares of 5p each into new ordinary shares of 1p each and deferred shares of 4p
each The nghts attached to the new ordinary shares are in all matenal aspects the same as the nghts
attaching to the existing ordinary shares

On 15 November 2011, 23,600,000 ordinary shares of 1p each were 1ssued fully paid for cash
consideration at 1 25 pence per share to raise £295,000 before expenses

On 02 December 2011, 17,432,182 ordinary shares of 1p were I1ssued in part consideration for the
acquisttion of 49% of the 1ssued share capital of Gold Mines of Wales Limited

33 Reserves
Share Profit and

premium loss

account account Total
The Company £000 £000 £000
At 1 January 2010 28,158 (42,783) (14,626)
Loss for the year - (346) (346)
Issue of shares 59 - 59
Shares issued to 361 - 361
acquire associate
At 31 December 2010 28,578 {43,129) (14,551)

34 Related Party Disclosures
The Company has exemphon from disclosing related pary transactions with its wholly owned

subsidiaries by virtue of its status as parent company of the Group All other related party transactions
have been disclosed in note 24
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