











Audit opinion
In our opinion:

(a) the financial report of Syrah Resources Limited is in accordance with the Corporations Act
2001, including:

(i) gives a true and fair view of the Company’s financial position as at 30 June 2009 and of
their performance for the year ended on that date; and

(i) complying with Australian Accounting Standards (including the Australian Accounting
Interpretations) and the Corporations Regulations 2001;

(b) the financial report also complies with International Financial Reporting Standards as

disclosed in Note 1.

Yours faithfully

MELANIE J LEYDIN
Registered Company Auditor
Registration: 212298

24 September 2009
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INCOME STATEMENT
FOR THE YEAR ENDED 30 JUNE 2009

Revenue

Administrative Expenses
Employment Expenses
Share based payments
Depreciation and amortisation
Exploration costs written off

Loss Before Income Tax
Income tax expense

Loss for the year

Loss per Share
Basic Loss per share
Diluted Loss per share

SYRAH RESOURCES LIMITED
ABN 77 125 242 284

Note 2009 2008
$ $
3 117,293 209,712
(134,572) (139,395)
(472,533) (466,124)
- (170,650)
(4,889) (2,829)
(1,128,862) (726,068)
4 (1,623,563) (1,295,354)
5 - -
(1,623,563) (1,295,354)
Cents per Cents per
Share Share
23 (5.41) (4.99)
23 (5.02) (4.99)

This statement is to be read in conjunction with the notes to the financial statements.
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SYRAH RESOURCES LIMITED
ABN 77 125 242 284

BALANCE SHEET
AS AT 30 JUNE 2009

Note 2009 2008
$ $

Current Assets
Cash and cash equivalents 21(a) 1,913,168 2,843,309
Trade and other receivables 8 8,795 41,548
Total Current Assets 1,921,963 2,884,857
Non-Current Assets
Plant and equipment 9 2,332 3,651
Exploration expenditure 10 1,091,428 1,777,053
Intangible assets 11 3,421 6,991
Other non-current assets 12 7,500 7,500
Total Non-Current Assets 1,104,681 1,795,195
Total Assets 3,026,644 4,680,052
Current Liabilities
Trade and other payables 13 21,956 48,602
Provisions 14 13,012 16,207
Total Current Liabilities 34,968 64,809
Non-Current Liabilities
Provsions 14 3,189 3,193
Total Non-Current Liabilities 3,189 3,193
Total Liabilities 38,157 68,002
Net Assets 2,988,487 4,612,050
Equity
Issued Capital 15 5,736,754 5,736,754
Resenes 16 152,925 170,650
Accumulated losses (2,901,192) (1,295,354)
Total Equity 2,988,487 4,612,050

This statement is to be read in conjunction with the notes to the financial statements.
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SYRAH RESOURCES LIMITED
ABN 77 125 242 284

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2009

Issued Capital Retained Option Resene
Note 15 Earnings Note 16 Total
Equity as at 1 July 2007 1,800,001 - - 1,800,001
Loss for the period - (1,295,354) - (1,295,354)
Issue of Options - - 170,650 170,650
Issue of Shares 4,200,000 - - 4,200,000
Costs of Capital Raising (263,247) - - (263,247)
Equity as at 30 June 2008 5,736,754 (1,295,354) 170,650 4,612,050
Issued Capital Retained Option Resene
Note 15 Earnings Note 16 Total
Equity as at 1 July 2008 5,736,754 (1,295,354) 170,650 4,612,050
Loss for the period - (1,623,563) - (1,623,563)
Lapse of Options 17,725 (17,725) -
Equity as at 30 June 2009 5,736,754 (2,901,192) 152,925 2,988,487

This statement is to be read in conjunction with the notes to the financial statements.
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SYRAH RESOURCES LIMITED
ABN 77 125 242 284

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2009

Note
Cash flows from operating activities
Receipts from customers
Interest Received

Payments to suppliers and employees

Net cash used in operating activities 21(c)

Cash flows from investing activities

Payments for exploration development expenditure
Payment for plant and equipment

Payment for intangibles (software)

Net cash used from investing activities

Cash flows from financing activities
Proceeds from issue of equity securities
Payment for share issue costs

Net cash flows from investing activites

Net (Decrease)/Increase in cash and cash equivalents

Cash and cash equivalents at beginning of the financial year
Cash and cash equivalents at the end of the financial year 21(a)

2009 2008
$ $
122,667 199,795
(609,571)  (576,648)
(486,904)  (376,853)
(443,237)  (703,121)
- (4,547)
- (8,924)
(443,237)  (716,592)
- 4,000,000
- (263,247)
- 3,736,753
(930,141) 2,643,308
2,843,309 200,001
1,013,168 2,843,309

This statement is to be read in conjunction with the notes to the financial statements.
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SYRAH RESOURCES LIMITED
ABN 77 125 242 284

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

1.

SUMMARY OF ACCOUNTING POLICIES

Corporate Information

Syrah Resources Limited is a Company limited by shares incorporated in Australia whose shares are
publicly traded on the Australian Stock Exchange.

Statement of compliance

The financial report is a general purpose financial report which has been prepared in accordance
with the Corporations Act 2001, Accounting Standards and Urgent Issues Group Interpretations, and
complies with other requirements of the law. Accounting Standards include Australian equivalents to
International Financial Reporting Standards (‘A-IFRS’). Compliance with the A-IFRS ensures that the
financial statements and notes of the Company comply with International Financial Reporting
Standards (‘IFRS’).

The financial statements were authorised for issue by the Directors on 23 September 2009.

Basis of preparation

The financial report has been prepared on the basis of historical cost except for the revaluation of
certain non-current assets and financial instruments. Cost is based on the fair values of the
consideration given in exchange for assets. All amounts are presented in Australian dollars, unless
otherwise noted.

Adoption of new and revised Accounting Standards

In the current year, the Company has adopted all of the new and revised Standards and
Interpretations issued by the Australian Accounting Standards Board (the AASB) that are relevant to
its operations and effective for the current annual reporting period. The Company has also adopted
the following standards as listed below which impacted on the Company’s financial statements with
respect to disclosure.

AASB 101 ‘Presentation of Financial Statements’ (revised October 2006)

AASB 7 ‘Financial Instruments: Disclosures’

AASB 2007-4 ‘Amendments to Australian Accounting Standards arising from ED 151 and
Other Amendments’

AASB 2007-7 ‘Amendments to Australian Accounting Standards [AASB 1, AASB 2, AASB 4,
AASB 5, AASB 107 & AASB 128] and Erratum: Proportionate Consolidation [AASB 101,
AASB 107, AASB 121, AASB 127, Interpretation 113]

Critical Accounting Judgments and Key Sources of Estimation Uncertainty

In the application of the Company’s accounting policies, which are described in Note 1, management
is required to make judgments and assumptions about carrying values of assets and liabilities that
are not readily apparent from other sources. The estimates and associated assumptions are based
on historical experience and various other factors that are believed to be reasonable under the
circumstance, the results of which form the basis of making the judgments. Actual results may differ
from these estimates.

The estimates and the underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the revision
affects only the period of the revisions and future periods if the revision affects both current and
future periods.
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SYRAH RESOURCES LIMITED
ABN 77 125 242 284

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS (CONT’D)

Refer to Note 2 for a discussion of critical judgments in applying the entity’s accounting policies and
key sources of estimation uncertainty.

Significant accounting policies

The following significant accounting policies have been adopted in the preparation and presentation
of the year financial report:

(a)

(b)

(c)

(d)

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand, deposits held at call with banks and
other short-term highly liquid investments with original maturities of three months or less.

Financial instruments issued by the Company

Transaction costs on the issue of equity instruments

Transaction costs arising on the issue of equity instruments are recognised directly in equity
as a reduction of the proceeds of the equity instruments to which the costs relate.
Transaction costs are the costs that are incurred directly in connection with the issue of
those equity instruments and which would not have been incurred had those instruments not
been issued.

Interest and dividends

Interest and dividends are classified as expenses or as distributions of profit consistent with
the balance sheet classification of the related debt or equity instruments or component parts
of compound instruments.

Goods and services tax

Revenues, expenses and assets are recognised net of the amount of goods and services

tax (GST), except:

i where the amount of GST incurred is not recoverable from the taxation authority, it
is recognised as part of the cost of acquisition of an asset or as part of an item of
expense; or

ii. for receivables and payables which are recognised inclusive of GST. The net
amount of GST recoverable from, or payable to, the taxation authority is included as
part of receivables or payables.

Cash flows are included in the cash flow statement on a gross basis. The GST
component of cash flows arising from investing and financing activities which is
recoverable from, or payable to, the taxation authority is classified as operating cash flows.

Impairment of assets

At each reporting date, the Company reviews the carrying amounts of its tangible and
intangible assets to determine whether there is any indication that those assets have
suffered an impairment loss. If any such indication exists, the recoverable amount of the
asset is estimated in order to determine the extent of the impairment loss (if any). Where the
asset does not generate cash flows that are independent from other assets, the Company
estimates the recoverable amount of the cash-generating unit to which the asset belongs.

Recoverable amount is the higher of fair value less costs to sell and value in use. In
assessing value in use, the estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset for which the estimates of future cash flows have
not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than
its carrying amount, the carrying amount of the asset (cash-generating unit) is reduced to its

22



SYRAH RESOURCES LIMITED
ABN 77 125 242 284

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS (CONT’D)

(e)

(f)

recoverable amount. An impairment loss is recognised in profit or loss immediately, unless
the relevant asset is carried at fair value, in which case the impairment loss is treated as a
revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-
generating unit) is increased to the revised estimate of its recoverable amount, but only to
the extent that the increased carrying amount does not exceed the carrying amount that
would have been determined had no impairment loss been recognised for the asset (cash-
generating unit) in prior years. A reversal of an impairment loss is recognised in profit or loss
immediately, unless the relevant asset is carried at fair value, in which case the reversal of
the impairment loss is treated as a revaluation increase.

Income tax

Current tax

Current tax is calculated by reference to the amount of income taxes payable or recoverable
in respect of the taxable profit or tax loss for the period. It is calculated using tax rates and
tax laws that have been enacted or substantively enacted by reporting date. Current tax for
current and prior periods is recognised as a liability (or asset) to the extent that it is unpaid
(or refundable).

Deferred tax

Deferred tax is accounted for using the comprehensive balance sheet liability method in
respect of temporary differences arising from differences between the carrying amount of
assets and liabilities in the financial statements and the corresponding tax base of those
items.

In principle, deferred tax liabilities are recognised for all taxable temporary differences.
Deferred tax assets are recognised to the extent that it is probable that sufficient taxable
amounts will be available against which deductible temporary differences or unused tax
losses and tax offsets can be utilised. However, deferred tax assets and liabilities are not
recognised if the temporary differences giving rise to them arise from the initial recognition
of assets and liabilities (other than as a result of a business combination) which affects
neither taxable income nor accounting profit. Furthermore, a deferred tax liability is not
recognised in relation to taxable temporary differences arising from goodwill.

Deferred tax liabilities are recognised for taxable temporary differences arising on
investments in subsidiaries, branches, associates and joint ventures except where the
Company is able to control the reversal of the temporary differences and it is probable that
the temporary differences will not reverse in the foreseeable future. Deferred tax assets
arising from deductible temporary differences associated with these investments and
interests are only recognised to the extent that it is probable that there will be sufficient
taxable profits against which to utilise the benefits of the temporary differences and they are
expected to reverse in the foreseeable future.

Deferred tax is accounted for using the comprehensive balance sheet liability method in
respect of temporary differences arising from differences between the carrying amount of
assets and liabilities in the financial statements and the corresponding tax base of those
items.

Exploration Expenditure

Exploration and evaluation expenditures in relation to each separate area of interest are
recognised as an exploration and evaluation asset in the year in which they are incurred
where the following conditions are satisfied:

(i) the rights to tenure of the area of interest are current; and

(ii) at least one of the following conditions is also met:
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SYRAH RESOURCES LIMITED
ABN 77 125 242 284

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS (CONT’D)

(9)

(h)

(a) the exploration and evaluation expenditures are expected to be recouped
through successful development and exploration of the area of interest, or
alternatively, by its sale; or

(b) exploration and evaluation activities in the area of interest have not at the
reporting date reached a stage which permits a reasonable assessment of the
existence or otherwise of economically recoverable reserves, and active and
significant operations in, or in relation to, the area of interest are continuing.

Exploration and evaluation assets are initially measured at cost and include acquisition of
rights to explore, studies, exploratory drilling, trenching and sampling and associated
activities and an allocation of depreciation and amortisation of assets used in exploration
and evaluation activities. General and administrative costs are only included in the
measurement of exploration and evaluation costs where they are related directly to
operational activities in a particular area of interest.

Exploration and evaluation assets are assessed for impairment when facts and
circumstances suggest that the carrying amount of an exploration and evaluation asset may
exceed its recoverable amount. The recoverable amount of the exploration and evaluation
asset (or the cash-generating unit(s) to which it has been allocated, being no larger than the
relevant area of interest) is estimated to determine the extent of the impairment loss (if any).
Where an impairment loss subsequently reverses, the carrying amount of the asset is
increased to the revised estimate of its recoverable amount, but only to the extent that the
increased carrying amount does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the asset in previous years.

Where a decision is made to proceed with development in respect of a particular area of
interest, the relevant exploration and evaluation asset is tested for impairment and the
balance is then reclassified to exploratory development.

Share-Based Payments

Equity-settled share-based payments with employees and other providing similar services
are measured at the fair value of the equity instrument at the grant date. Fair value of
options granted is measured by use of a binomial model. The expected life used in the
model has been adjusted, based on management’s best estimate, for the effects of non-
transferability, exercise restrictions, and behavioural considerations. Further details on how
the fair value of equity-settled share-based transactions has been determined can be found
in the Remuneration Report.

The fair value determined at the grant date of the equity-settled share-based payments is
expensed on a straight-line basis over the vesting period, based on the Company’s estimate
of shares that will eventually vest.

Employment Benefits

A liability is recognised for benefits accruing to employees in respect of wages and salaries,
annual leave and long service leave, when it is probable that settlement will be required and
they are capable of being measured reliably.

Liabilities recognised in respect of employee benefits expected to be settled within 12
months, are measured at their normal values using the remuneration rate expected to apply
at the time of settlement.

Liabilities recognised in respect of employee benefits which are not expected to be settled
within 12 months are measured as the present value of the estimated future cash outflows
to be made by the Company in respect of services provided by employees up to reporting
date.
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SYRAH RESOURCES LIMITED
ABN 77 125 242 284

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS (CONT’D)

(i)

1)

Property, Plant and Equipment

Each class of property, plant and equipment is carried at cost or fair value less, where
applicable, any accumulated depreciation and impairment losses.

Plant and equipment
Plant and equipment are measured on the cost basis.

The carrying amount of plant and equipment is reviewed annually by Directors to ensure it is
not in excess of the recoverable amount from these assets. The recoverable amount is
assessed on the basis of the expected net cash flows that will be received for the asset’s
employment and subsequent disposal. The expected net cash flows have been discounted
to their present values in determining recoverable amounts.

Subsequent costs are included in the asset's carrying amount or recognised as a separate
asset, as appropriate, only when it is probable that future economic benefits associated with
the item will flow to the Company and the cost of the item can be measured reliably. All
other repairs and maintenance are charged to the income statement during the financial
period in which they are incurred.

Depreciation
The depreciable amount of all fixed assets including building and capitalised lease assets,

but excluding freehold land, is depreciated on a straight-line basis over their useful lives to
the economic Company commencing from the time the asset is held for use. Leasehold
improvements are depreciated over the shorter of either the unexpired period of the lease or
the estimated useful lives of the improvements.

The depreciation rates used for each class of depreciable assets are:

Class of Fixed Asset Depreciation
Plant and equipment 40%

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at
each financial year balance sheet date.

An asset’s carrying amount is written down immediately to its recoverable amount if the
asset’s carrying amount is greater that its estimated recoverable amount.

Gains and losses on disposals are determined by comparing proceeds with the carrying
amount. These gains and losses are included in the income statement. When revalued
assets are sold, amounts included in the revaluation reserve relating to that asset are
transferred to retained earnings.

Provisions

Provisions are recognised when the Company has a present obligation (legal or
constructive) as a result of a past event, it is probable that the Company will be required to
settle the obligation, and a reliable estimate can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to
settle the present obligation at reporting date, taking into account the risks and uncertainties
surrounding the obligation. Where a provision is measured using the cashflows estimated to
settle the present obligation, its carrying amount is the present value of those cashflows.

When some or all of the economic benefits required to settle a provision are expected to be
recovered from a third party, the receivable is recognised as an asset if it is virtually certain
that reimbursement will be received and the amount of the receivable can be measured
reliably.
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SYRAH RESOURCES LIMITED
ABN 77 125 242 284

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS (CONT’D)

(k)

U]

Revenue
Revenue is measured at the fair value of the consideration received or receivable.

Interest Revenue

Interest revenue is accrued on a time basis, by reference to the principal outstanding and at
the effective interest rate applicable, which is the rate that exactly discounts estimated future
cash receipts through the expected life of the financial asset to that asset’'s net carrying
amount.

Standards and Interpretations issued not yet effective
At the date of authorisation of the financial report, the Standards and Interpretations listed
below had been issued but were not yet effective.

Initial application of the following Standards will not affect any of the amounts recognised in
the financial report, but will change the disclosures presently made in relation to the Group

and the Company’s financial report:

AASB 101 ‘Presentation of Financial
Statements’ (revised September 2007),
AASB 2007-8 ‘Amendments to Australian
Accounting Standards arising from AASB
101

AASB 8 ‘Operating Segments’, AASB 2007-

3 ‘Amendments to Australian Accounting
Standards arising from AASB 8’

Effective for annual reporting periods
beginning on or after 1 January 2009

Effective for annual reporting periods
beginning on or after 1 January 2009

Initial application of the following Standards and Interpretations is not expected to have any
material impact on the financial report of the Group and the Company:

AASB 123 ‘Borrowing Costs’ (revised),
AASB 2007-6 ‘Amendments to Australian
Accounting Standards arising from AASB
123’

AASB 3 ‘Business Combinations’ (2008),
AASB 127 ‘Consolidated and Separate
Financial Statements’ and AASB 2008-3
‘Amendments to Australian Accounting
Standards arising from AASB 3 and AASB
127

AASB 2008-1 ‘Amendments to Australian
Accounting Standard — Share-based
payments: Vesting Conditions and
Cancellations’

AASB 2008-5 ‘Amendments to Australian
Accounting Standards arising from the
Annual Improvements Process’

AASB 2008-6 ‘Further Amendments to
Australian Accounting Standards arising
from the Annual Improvements Process’
AASB 2008-7 ‘Amendments to Australian
Accounting Standards — Cost of an
Investment in a Subsidiary, Jointly
Controlled Entity or Associate’
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Effective for annual reporting periods
beginning on or after 1 January 2009

AASB 3 (business combinations
occurring after the beginning of
annual reporting periods beginning 1
July 2009) AASB 127 and AASB
2008-3 (1 July 2009)

Effective for annual reporting periods
beginning on or after 1 January 2009
Effective for annual reporting periods

beginning on or after 1 January 2009

Effective for annual reporting periods
beginning on or after 1 July 2009

Effective for annual reporting periods
beginning on or after 1 January 2009



SYRAH RESOURCES LIMITED
ABN 77 125 242 284

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS (CONT’D)
2. CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Company’s accounting policies, which are described in note 1, management is
required to make judgments, estimates and assumptions about carrying values of assets and liabilities that
are not readily apparent from other sources. The estimates and associated assumptions are based on
historical experience and various other factors that are believed to be reasonable under the circumstance,
the results of which form the basis of making the judgments. Actual results may differ from these estimates.

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

Key Estimates

The Company assesses impairment at each reporting date by evaluating conditions specific to the Company
that may lead to impairment of assets. Where an impairment trigger exists, the recoverable amount of the
asset is determined. Value-in-use calculations performed in assessing recoverable amounts incorporate a
number of key estimates.

Key Estimates — Useful lives of Plant and Equipment

The estimation of the useful lives of plant and equipment has been based on historical experience as well as
manufacturers’ warranties (for plant and equipment) and software developers’ support and maintenance
programs (operating computer software and intangible computer software). Adjustments to useful lives are
made when considered necessary and reviewed at each balance date as stated in Note 1(i). Depreciation
and amortisation charges as well as estimated lives are included in Notes 1(i) and 9.

Key Estimates — impairment

Impairment losses have been recognised in relation to a number of tenements because the carrying amount
of the asset was unlikely to be recovered from successful development

Key Judgments — tax losses
The Company has not recognised a deferred tax asset with regard to unused tax losses and other temporary

differences, as it has not been determined whether the Company will generate sufficient taxable income
against which the unused tax losses and other temporary differences can be utilised.
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SYRAH RESOURCES LIMITED
ABN 77 125 242 284

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS (CONT’D)

2009
$
3. REVENUE

Revenue from continuing operations consisted of the following items

Other Income
Interest revenue 117,293

2008

209,712

4. PROFIT/(LOSS) FROM OPERATIONS

Loss before income tax has been arrived at after
crediting/(charging) the following gains and losses from
continuing operations

Depreciation and amortisation of non-current assets:
- Plant and equipment 1,319
- Software 3,570

896
1,933

4,889

2,829

Post employment benefit plans - Defined Contribution Plans 101,148

38,829

Share based payments:
- Equity settled share based payments -

170,650

Charges to provisions:
- Employee entitlements (3,200)

19,400

Operating lease payments:
- Office lease 11,232

9,936
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SYRAH RESOURCES LIMITED
ABN 77 125 242 284

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS (CONT’D)

2009 2008
$ $
5. INCOME TAXES
(a) The components of tax expense comprise:
Current Tax - -
Deferred Tax - -
Total tax expense / (income) - -
(b) The prima facie income tax from ordinary activties before income
tax is reconciled to the income tax expense as follows:
Profit / (loss) from Operations (1,623,563) (1,295,354)
Income tax expense (income) calculated at 30% (2008 30% ) (487,069) (388,606)
Add:
Tax Effect of:
Non-deductible expenses 7,288 72,463
Exploration costs written off 338,116 149,733
Share based payments - 51,195
(141,665) (115,215)
Add/(Less) temporary differences:
Capitalised deductible exploration expenditure (76,605) (142,849)
Deductible share issue costs (28,968) (27,977)
Other timing differences 626 (2,975)
Tax benefit for the year (246,612) (289,016)
Income tax losses carried forward not taken up as benefit 246,612 289,016
Tax Expense - -
Deffered tax assets not brought to account as assets:
- Tax losses 125,366 286,041
- Temporary diflerences 203,115 127,611
328,481 413,652

The taxation benefits of tax losses and temporary differences not brought to account will only be obtained if:

i) the Company derives future assessable income of a nature and of an amount sufficient to enable the
benefit from the deductions for the losses to be realised;

i) The Company continues to comply with the conditions for deductibility imposed by law, and

iii) No change in tax legislation adversely affects the Company in realising the benefits from
deducting the losses.
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SYRAH RESOURCES LIMITED
ABN 77 125 242 284

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS (CONT’D)

6. KEY MANAGEMENT PERSONNEL

(a) Key Management Personnel Remuneration and Policies

Details of Key Management Personnel Remuneration and Policies are detailed in the Remuneration

Report contained within the Directors Report.

(b) Options holdings by Key Management Personnel or their nominees for 2009 financial year

Balance Granted as Net Balance Options Vested but Vested and
1.7.2008 Compensation Change 30.6.2009 Vested not exercisable
Other exercisable
Mr T Eadie 500,000 - - 500,000 500,000 500,000 -
Mr A Campbell 1,000,000 - - 1,000,000 1,000,000 1,000,000 -
Mr T Lees 500,000 - - 500,000 500,000 500,000 -
Mr D Ogg 250,000 - - 250,000 250,000 - 250,000
Mr D Louwrens (1) 250,000 - (250,000) - - - -
2,500,000 - (250,000) 2,250,000 2,250,000 2,000,000 250,000
(1) Mr D Louwrens ceased employment during the year and his options lapsed.
(c) Options holdings by Key Management Personnel or their nominees for 2008 financial year
Balance Granted as Net Balance Options Vested but Vested and
1.7.2007 Compensation Change 30.6.2008 Vested not exercisable
Other exercisable
Mr T Eadie - 500,000 - 500,000 500,000 500,000 -
Mr A Campbell - 1,000,000 - 1,000,000 1,000,000 1,000,000 -
Mr T Lees - 500,000 - 500,000 500,000 500,000 -
Mr D Ogg - 250,000 - 250,000 250,000 - 250,000
Mr D Louwrens - 250,000 - 250,000 250,000 - 250,000
- 2,500,000 - 2,500,000 2,500,000 2,000,000 500,000

(d) Shareholdings by Key Management Personnel or their nominees for 2009 year

Balance Received as Net Change Balance Balance held
1.7.2008 Compensation Other 30.6.2009 nominally at
No. 30.6.2009
No. No. No. No.
Mr T Eadie 10,700,005 - - 10,700,005 10,500,005
Mr A Campbell 225,000 - - 225,000 -
Mr T Lees 60,000 - 200,000 260,000 260,000
Mr D Ogg 100,000 - - 100,000 100,000
Mr D Louwrens (1) 10,000 - (10,000) - -
11,095,005 - 190,000 11,285,005 10,860,005

"D Louwrens ceased employment during the year.
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SYRAH RESOURCES LIMITED
ABN 77 125 242 284

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS (CONT’D)

KEY MANAGEMENT PERSONNEL (CONT’D)

(e) Shareholdings by Key Management Personnel or their nominees for 2008 year

Balance Received as Net Change Balance Balance held
1.7.2007 Compensation Other 30.6.2008 nominally at
No. 30.6.2008
No. No. No. No.
Mr T Eadie - 10,700,005 10,700,005 10,500,005
Mr A Campbell - 225,000 225,000 -
Mr T Lees - 60,000 60,000 60,000
Mr D Ogg - 100,000 100,000 100,000
Mr D Louwrens - 10,000 10,000 -
- 11,095,005 11,095,005 10,660,005
2009 2008
$ $
7. AUDITORS REMUNERATION
Auditor
Leydin Freyer Audit - Melanie Leydin
Auditing or reviewing the financial report 19,500 15,000
Independent Accountants Report - 8,000
19,500 23,000
8. TRADE AND OTHER RECEIVABLES
Current
Goods and senvices tax recoverable 4,253 31,306
Interest Receivable 4,542 9,917
Loan - Director related Company - 325
8,795 41,548
9. PLANT AND EQUIPMENT
Plant and equipment - at cost 4,546 4,547
Less: Accumulated Depreciation (2,214) (896)
2,332 3,651
Movement in carrying value of plant and equipment
Opening carrying value 3,651 -
Additions - 4,547
Depreciation expense (1,319) (896)
Closing carrying value 2,332 3,651
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2009 2008
$ $

10. OTHER NON-CURRENT ASSETS
Exploration and evaluation expenditure 1,091,428 1,777,053
Movement in exploration and evaluation expenditure
Opening carrying value 1,777,053 1,800,000
Expenditure during the year " 443,237 703,121
Written off expenditure (1,128,862) (726,068)
Closing carrying value 1,091,428 1,777,053

The recoverability of the carrying amount of the exploration and evaluation assets is dependent on
successful development and commercial exploitation, or alternatively, sale of the respective areas

of interest.

M Capitalised cost of $443,237 has been included in cash flows from investing activities in the cash

flow statement.
@ The written off expenditure of $1,128,862 relates to:
* General exploration written off;
* Costs associated with the Inlice and Altintepe due diligence; and
*  Write off of expenditure incurred in Saudi Arabia.

11. INTANGIBLES

Software 8,924 8,924
Less: Accumulated Amortisation (5,503) (1,933)
3,421 6,991
Reconciliation of Intangibles
Carrying amount at beginning of the year 6,991 -
Additions - 8,924
Amortisation expense (3,570) (1,933)
Carrying amount at end of the year 3,421 6,991
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2009 2008

$ $
12. OTHER NON CURRENT ASSETS
Deposits paid 7,500 7,500
13. TRADE AND OTHER PAYABLES
Current
Trade payables 4,173 -
Amounts payable to:
- Key management personnel related entities - 5,500
- Sundry payables and accrued expenses 17,783 43,102

21,956 48,602
14. PROVISIONS
Current
Provision for employee entitlements 13,012 16,207
Non-Current
Provision for employee entitlements 3,189 3,193

(a) A provision has been recognised for employee entitlements relating to annual and long service leave. In calculating the present
value of the future cash flows in respect of the long service leave, the probability of long service leave taken is based on
historical data. The measurement and recognition criteria relating to employee benefits have been included in Note 1 of this

report.

15. ISSUED CAPITAL
30,000,005 (2008: 30,000,005) fully paid ordinary shares 5,736,754 5,736,754

Fully paid ordinary shares carry one wote per share and carry the right to dividends. Changes to
the Corporations’ Law abolished the authorised capital and par value concept in relation to the
Share Capital from 1 July 1998. Therefore, the Company does not hawe a limited amount of
authorised capital and issued shares do not have a par value.

No. of Shares $
(a) Fully paid ordinary shares
Balance at 1 July 2007 9,000,005 1,800,001
Seed capital and share issues 21,000,000 4,200,000
Less capital cost of raising - (263,247)
Balance at 30 June 2008 30,000,005 5,736,754
Balance at 1 July 2008 30,000,005 5,736,754
Issue of Shares - -
Balance at 30 June 2009 30,000,005 5,736,754
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15. ISSUED CAPITAL (CONT’D)
(b) Terms and Conditions of Issued Capital

Ordinary shares participate in dividends and the proceeds on winding up of the Company in proportion to the
number of shares held.

At the shareholders meetings each ordinary share is entitled to one vote when a poll is called,
otherwise each shareholder has one vote on a show of hands.

(c) Options
Syrah Resources Limited has the following unlisted options on issue at 30 June 2009:

2,250,000 options at an exercise price of $0.25 exercisable on or before 31 July 2012

2009 2008

No. No.
Balance at beginning of the financial year 2,500,000 -
Granted during the financial year - 2,500,000
Lapsed during the financial year (250,000) -
Balance at end of the financial year 2,250,000 2,500,000

Each option entitles the holder to subscribe for one ordinary share in Syrah Resources Limited upon the
payment of the exercise price. The options are transferable. The options carry neither rights to dividends
nor voting rights.

Directors Options
Options granted to Directors or their nominees are disclosed in the Remuneration Report.

16. RESERVES

Option Reserve
The option reserve records items recognised as expenses on valuation of employee share options.

During the prior year the following options were granted for Directors, Executives and Key Management
Personnel:

e 2,000,000 options to Directors valued at $0.06760 per option.

¢ 500,000 options to Executives valued at $0.07090 per option.
Details of the option valuations are included in Note 24.

Movements in Option Reserve:

2009 2008
$ $
Balance at beginning of the financial year 170,650 -
Share based payments - 170,650
Lapsed and transferred to retained earnings (17,725) -
Balance at end of the financial year 152,925 170,650

17. DIVIDENDS

There were no dividends paid in the 2008 or 2009 financial years.
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18. COMMITMENTS FOR EXPENDITURE

Exploration Tenements - Commitments for Expenditure

In order to maintain current rights of tenure to exploration tenements, the
Company and economic entity is required to outlay rentals and to meet the
minimum expenditure requirements of the State Mines Departments.
Minimum expenditure commitments may be subject to renegotiation and with
approval may otherwise be awoided by sale, farm out or relinquishment. These
obligations are not provided in the accounts and are payable:

Not later than one year 853,320 554,750
Later than one year but not later than five 1,334,765 3,522,250
Later than five years - 32,000

19.

2,188,085 4,109,000

SEGMENT INFORMATION

The Company operated predominately as an explorer for base and precious metals within Australia.

20.

RELATED PARTY DISCLOSURES

Key Management Personnel Compensation

Details of Key Management Personnel compensation are disclosed in the Remuneration Report.

Transactions with Key Management Personnel

Transactions between related parties are on normal commercial terms and conditions no more
favourable than those available to other parties unless otherwise stated.

Austgold Mine Consulting Pty Ltd, a company associated with Mr Alistair Campbell, received
fees of $Nil (2008 : $56,250).

Inkprintz Pty Ltd, a company associated with the wife of Mr Tom Eadie, received fees of
$14,062 (2008 : $21,320).

Transactions with Director Related Entities

The Company paid rent of $12,168 (2008 : $9,936) to Copper Strike Limited, a company
associated with Mr Tom Eadie and Mr Terry Lees under a sub-lease agreement.

In 2008, Royalco Resources Limited, a company associated with Mr Tom Eadie and Mr David
Ogg, converted their loan account of $200,000 into issued capital in Syrah Resources Limited.

In 2008, the Company had a loan receivable of $325 from Copper Strike Limited, a company
associated with Mr Tom Eadie and Mr Terry Lees. (Note 8)

Copper Strike paid rental on the Norfolk tenements of $9,594 during the year as these
tenements were registered with the Queensland Department of Mines and Energy in Copper
Strike’s name but had been sold to the Company. The tenements were subsequently
registered in the Company’s name and this debt was repaid to Copper Strike prior to 30 June
2009.
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2009 2008

$ $
21. NOTES TO THE STATEMENT OF CASH FLOWS

(a) Reconciliation of Cash and Cash Equivalents

For the purposes of the statement of cash flows, cash includes cash

on hand and in banks and investments in money market instruments,

net of outstanding bank owerdrafts. Cash at the end of the financial

year as shown in the statement of cash flows is reconciled to the

related items in the statement of financial position as follows:

Cash and cash equivalents 1,913,168 2,843,309

(b) Financing Facilities

The Company has a credit card facility of $20,000. At 30 June 2009 this facility was entirely
unused. The company has a $20,000 term deposit in place as a security against this facility

(c ) Reconciliation of Net Profit/(Loss) from ordinary activities
after related income tax to net cash flows from operating

activities

Operating Profit/(Loss) after income tax (1,623,563) (1,295,354)
Less: Non-cash activties:

Depreciation and amortisation of non-current assets 4,889 2,829
Share based payments expense - 170,650
Annual Leawe provision (3,201) 19,400
Exploration costs written off 1,128,862 726,068

Changes in net assets and liabilities:

(Increase)/decrease in assets:
Current receivables 32,755 (41,549)

(Increase)/Decrease in liabilities
Current payables (26,646) 41,103

Net Cash used in operating activities (486,904) (376,853)

(d) Non cash financing and investing activities

During the prior year the Company issued 1,000,000 shares at $0.20 in consideration for settlement of a
debt of $200,000.
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22. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Company’s principal financial instruments comprise cash and cash equivalents.

The main purpose of these financial instruments is to finance the Company’s operations. The
Company has various other financial assets and liabilities such as receivables and trade payables,
which arise directly from its operations. It is, and has been throughout the entire period, the
Company’s policy that no trading in financial instruments shall be undertaken.

The main risks arising from the Company’s financial instruments are cash flow interest rate risk. Other
minor risks are summarised below. The Board reviews and agrees policies for managing each of
these risks.

(a) Cash flow interest rate risk

The Company’s exposure to the risks of changes in market interest rates relates primarily to the
Company’s short-term deposits with a floating interest rate. These financial assets with variable rates
expose the Company to cash flow interest rate risk. All other financial assets and liabilities in the form
of receivables and payables are non-interest bearing. The Company does not engage in any hedging
or derivative transactions to manage interest rate risk.

The following tables set out the carrying amount by maturity of the Company financial assets and
liabilities and exposure to interest rate risk and the effective weighted average interest rate for each
class of these financial instruments.

Non-Interest

Note Float Interest Rate Bearing Total Carrying Amount
2009 2008 2009 2008 2009 2008
$ $ $ $ $ $
Financial Assets
Cash at bank 21(a) 1,910,590 2,841,943 2,578 1,366 1,913,168 2,843,309
Trade and other
Receivables 8 - - 8,795 41,548 8,795 41,548
Security Deposits 12 - 7,500 7,500 7,500 7,500
Total 1,910,590 2,841,943 18,873 50,414 1,929,463 2,892,357
Weighted average
interest rate 5.72% 6.72%
Financial Liabilities
Trade and other
payables 13 - - 21,956 48,602 21,956 48,602
Total - - 21,956 48,602 21,956 48,602
Weighted average
interest rate 0% 0%
Net Financial
assets (liabilities) 1,910,590 2,841,943 (3,083) 1,812 1,907,507 2,843,755
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The Company has not entered into any hedging activities to cover interest rate risk. In regard to its
interest rate risk, the Company continuously analyses its exposure. Within this analysis consideration
is given to potential renewals of existing positions, alternative investments and the mix of fixed and
variable interest rates.

(b) Liquidity Risk

Prudent liquidity risk management implies maintaining sufficient cash to ensure the ability to meet
debt requirements. The Company manages liquidity risk by continuously monitoring forecast and
actual cash flows and matching the maturity profiles of financial assets and liabilities. The Company
aims at maintaining flexibility in funding by having in place operational plans to source further capital
as required.

Liquidity risk is measured using liquidity ratios such as working capital as follows:

30 June 30 June
2009 2008
Current Assets 1,921,963 2,884,857
Current Liabilities 34,968 64,809
Surplus/(Deficit) 1,886,995 2,820,048

(c) Commodity Price Risk

The Company is exposed to commodity price risk. This risk arises from its activities directed at
exploration and development of mineral commodities. If commodity prices fall, the market for
companies exploring for these commodities is affected. The Company does not hedge its exposures.
(d) Net Fair Values

For financial assets and liabilities, the net fair value approximates their carrying value. No financial
assets and financial liabilities are readily traded on organised markets in standardised form. The

Company has no financial assets where carrying amount exceeds net fair values at balance date.

The Company’s receivables at balance date are detailed in Note 8 and comprise primarily interest
receivable and from GST input tax credits refundable by the ATO.

The credit risk on financial assets of the Company which have been recognised on the Balance Sheet
is generally the carrying amount.
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22. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONT’D)
(e) Capital Risk Management

When managing capital, management’s objectives is to ensure the Company continues as a going
concern as well as to maintain optimal returns to shareholders and benefits for other stakeholders.
Management also maintain a capital structure that ensures the lowest cost of capital available to the
Company.

In order to maintain or adjust the capital structure, the Company may adjust the amount of dividends
paid to shareholders, return capital to shareholder, issue new shares, enter into joint ventures or sell
shares.

The Company does not have a defined share buy-back plan.
No dividends were paid in 2009 or are anticipated to be paid in 2010.

There is no current intention to incur debt funding on behalf of the Company as on-going exploration
expenditure will be funded via equity or joint ventures with other companies.

The Company is not subject to any externally imposed capital requirements.

Management reviews management accounts on a monthly basis and reviews actual expenditure
against budget on a quarterly basis.

2009 2008
Cents Cents
Per Share Per Share
23. EARNING PER SHARE

Basic (loss) per share (5.41) (4.99)

Diluted (loss) per share (5.02) (4.99)

The earnings and weighted average number of ordinary shares used in
the calculation of basic and diluted earnings per share are as follows:

Loss after income tax used in the calculation of basic EPS and

dilutive EPS (1,623,563) (1,295,354)
2009 2008
No No

Weighted average number of ordinary shares for basic earnings per
share 30,000,005 25,926,235

Weighted average number of ordinary shares for diluted earnings per
share 32,364,389 25,926,235

39



SYRAH RESOURCES LIMITED
ABN 77 125 242 284

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS (CONT’D)

24. SHARE BASED PAYMENTS

During the prior year the Company issued 2,000,000 options to Directors, exercisable at $0.25 and expiring 31
July 2012. The options having been valued using the Black Scholes methodology at $0.0676. The following
variables were used in this calculation:

Share price $0.18
Risk free interestrate  6.0%
Volatility 62%
Maturity 4.8 years
Discount factor 35%

During the prior year the Company issued 500,000 options to Executives and Key Management Personnel,
exercisable at $0.25 and expiring 31 July 2012. The options having been valued using the Black Scholes
methodology at $0.0709. The following variables were used in this calculation:

Share price $0.18
Risk free interestrate  6.0%
Volatility 62%
Maturity 4.8 years
Discount factor 55%

During the current year 250,000 of these options lapsed due the ceasing of the option holder's employment

25. EVENTS AFTER THE BALANCE SHEET DATE

The Company has been granted a Reconnaissance Licence in Saudi Arabia which allows the holder to
conduct surveys and investigate areas for their mineral potential prior to any tenement application.

Applications have been made for a number of exploration licences in Saudi Arabia. These applications have
yet to be approved at the date of this report.

The Company has signed a Memorandum of Understanding with Zurich Resources Pty Ltd to form a Joint
Venture on Mt Lyndhurst (EL 3522).
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The shareholder information set out below was applicable as at 4" September 2009.

1. Distribution of Shareholders

(@)  Analysis of number of shareholders by size of holding.

Number of
Category of holding Holders Shares % of Capital
1-1,000 28 1,063 0.00%
1,001 - 5,000 18 68,772 0.23%
5,001 - 10,000 182 1,805,700 6.02%
10,001 - 100,000 192 7,305,798 24.35%
100,001 and over 28 20,818,672 69.40%
Total 448 30,000,005 100.00%
(b)  There are 239 shareholders with less than a marketable parcel of ordinary shares.
2. Twenty Largest Shareholders
The names of the twenty largest holders by account holding of orindary shares are listed below:
SHAREHOLDER HOLDING %
Copper Strike Limited 9,000,005 30.00%
Transcontinental Investments Pty Ltd 3,460,094 11.53%
Royalco Resources Limited 1,500,000 5.00%
Fonomes Pty Ltd 1,000,000 3.33%
Paso Holdings Pty Ltd 950,000 3.17%
National Nominees Ltd 417,900 1.39%
Finance Associates Pty Ltd 350,000 1.17%
Pamela Russell Edwards 300,000 1.00%
Paul Brendan Kehoe 300,000 1.00%
Neville Miles 300,000 1.00%
Terry & Allan Lees <ATF Terry Lees Super Fund> 260,000 0.87%
Fifth Vizcor Pty Ltd 230,000 0.77%
A B and K P Campbell 225,000 0.75%
Rohan Lean 217,368 0.72%
Ernest Thomas Eadie 200,000 0.67%
John Ashton Bloore 200,000 0.67%
Carlo Chiodo 200,000 0.67%
Trevor and Pamela Edwards <Deep Waters Super Fund> 200,000 0.67%
Timothy William Channell 200,000 0.67%
Arinya Investments Pty Ltd 177,505 0.59%
TOTAL 19,687,872 65.63%
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Restricted Securities

As at 4™ September 2009, the Company had the following securities subject to escrow arrangement:

Security No Escrow Expiry
Fully paid ordinary shares 9,000,000 13/09/2009
Unlisted options 2,000,000 13/09/2009

At the date of this report these securities have been released from escrow.
Substantial Shareholders

As at 4™ September 2009, the substantial shareholders were as follows:

Name of Shareholder No of Shares % of Issued Capital
Copper Strike Limited 9,000,005 30.00%
Transcontinental Investments Pty Ltd 3,460,094 11.53%

Voting Rights
At a general meeting of shareholders:

(@) On a show of hands, each person who is a member or sole proxy has one vote.
(b)  On a poll, each shareholder is entitled to one vote for each fully paid share.
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The Board of Directors (‘the Board”) of Syrah Resources Limited (“the Company”) supports the
establishment and ongoing development of good corporate governance policies, that are compatible with the
Company’s size and which ensure an appropriate level of accountability to shareholders and other
stakeholders.

A description of the Company’s main corporate governance practices is set out below. It is also accessible at
the Company’s website — www.syrahresources.com.au under the “Corporate” tag which has a sub heading
for corporate governance. In August 2007, the ASX issued a revised set of corporate governance principles
and recommendations intended to take effect from 1 January 2008. The recommendations are not
prescriptions and are intended as guidelines only. The Board has sought to apply the revised
recommendations to the extent relevant to the Company’s size and scale of operations.

Recommendation 1.1: Establish the functions reserved to the Board and those delegated to Senior
Executives and disclose those functions.

The Company’s activities are currently not of a sufficient size nor are its affairs of such complexity to justify
the employment of full-time management personnel. Accordingly most of the functions of management are
undertaken by consultants under the supervision of the Managing Director who is responsible for
management activities under delegated authority of the Board. The functions specifically reserved for the full
Board are as follows:

a) Setting and monitoring of objectives, goals and strategic direction with a view to maximising
shareholder value, consistent with ethical behaviour and acceptable risk parameters;

b) Approving budgets and monitoring financial performance;

c) Identifying significant business risks and ensuring that these are appropriately managed;
d) Approval of any significant asset acquisitions or disposals;

e) Selection and appointment of new Directors; and

f) Appointment and removal of Managing Director.

Recommendation 1.2: Disclose the process for evaluating the performance of Senior Executives.

The performance of all Directors, and Senior Executives is reviewed at least annually. The Board evaluates
the performance of the Managing Director and any other Senior Executives having regard to such things as:

) The responsibilities of the Executive;

) Performance against budget;

) Any communicated key performance indicators; and
) Qualitative as well as quantitative measures.

No Director or Senior Executive is involved with his or her own evaluation, and the remainder of the Board
evaluates such parties without such parties being present.

A review of the performance of the Board, its Directors and Senior Executives was carried out in March
2009, and was undertaken in accordance with the above policy.

Recommendation 2.1: A majority of the Board should be Independent Directors.
The Company does not currently have any Non-Executive Independent Directors.

Due to the Company’s size and its specialised operations, the Board considers that a majority of
Independent Directors is not currently warranted. As the Company's activities expand, this policy will be
reviewed, with a view to aligning the Company's policies to conformity with this recommendation. The Board
recognises that Directors remain in office for the benefit of and are accountable to shareholders and that
shareholders have the voting power to elect members to the Board regardless of their standing, independent
or otherwise.
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The effectiveness of the Board is achieved through the Directors’ knowledge and experience specific to the
business and the industry in which the Company operates. Any Director may seek their own independent
legal advice at the Company's expense to assist them in the performance of their duties to the Company and
the shareholders.

Recommendation 2.2: The Chairperson should be an Independent Director.

The Chairman, Mr Eadie, is not an Independent Director as he is the CEO of a substantial shareholder.
Whilst the Board recognises that it is desirable for the Chairman to be an Independent Director, the
Company’s current early stage of development and size dictate that this is the most efficient mode of
operation at the current time. The Board will review the appointment of an Independent Chairperson should
the Company’s size and growth warrant this.

Recommendation 2.3: The roles of Chair and Chief Executive Officer should not be exercised by the
same individual.

The Company’s Chief Executive Officer is Mr Alistair Campbell who is not the Chairperson.
Recommendation 2.4: The Board should establish a nomination committee.

The Board considers that the Company is not currently of a size to justify the formation of a nomination
committee. The Board as a whole undertakes the process of reviewing the skill base and experience of
existing Directors and the identification of attributes required in new Directors. The Board as a whole also
reviews Board succession plans, appointment and re-election of Directors and the process for evaluation of
the performance of the Board and Senior Executives (as outlined under recommendation 1.2). Where
appropriate, independent consultants will be engaged to identify possible new candidates for the Board.

Should the Company’s activities increase in size, scope and nature, the appointment of a nomination
committee will be reviewed by the Board and implemented if appropriate.

Recommendation 2.5: Disclose the process for evaluating the performance of the Board, its
Committees and Individual Directors.

See the comments under recommendation 1.2 above.

Recommendation 3.1: Establish a code of conduct and disclose the code or a summary of the code
as to:

e the practices necessary to maintain confidence in the Company'’s integrity;

* the practices necessary to take into account their legal obligations and the reasonable
expectations of their stakeholders;

e the responsibility and accountability of individuals for reporting and investigating reports of
unethical practices.

The Company has adopted a Corporate Code of Conduct, and a Code of Conduct for Executives, which can
be accessed at the Company’s website at www.syrahresources.com.au under the “Corporate” tag which has
the appropriate sub headings.

Recommendation 3.2: Establish a policy concerning trading in Company securities by Directors,
Senior Executives and Employees, and disclose the policy or a summary of that policy.

The Company has adopted a Trading Policy which can be assessed at www.syrahresources.com.au under
the “Corporate” tag which has the appropriate sub heading.

Recommendation 4.1: The Board should establish an Audit Committee.

During the 2007/2008 year the Company had an established Audit Committee. However, this was comprised
of Executives and Non Independent Directors as insufficient numbers of Independent Directors existed to
staff the committee otherwise. The Audit Committee met 3 times during the year, and all members attended
all meetings. The members of the Audit Committee were Tom Eadie, Terry Lees and David Ogg. Details of
their experience and qualifications are contained earlier in the annual report.
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Following a review at the end of June 2008 it was decided to abandon the Audit Committee, and instead
have these functions performed by the whole Board. This was considered appropriate as the previous Audit
Committee excluded the CEO, who along with the CFO is obliged to sign off on the accounts and
procedures. All items that would normally be dealt with by an Audit Committee are dealt with at Board
meetings. Such matters include:

a) Establishment and review of internal control frameworks within the Company;

b) Review of the financial statements, annual report and any other financial information distributed to
shareholders or other external stakeholders;

c) Review of audit reports and any correspondence from auditors, including comments on the
Company’s internal controls;

d) Nomination of the external auditor and reviewing the adequacy of the scope and quality of the
annual audit and half year review; and

e) Monitoring compliance with the Corporations Act, ASX listing Rules and any other regulatory
requirements.

Recommendation 4.2: The Audit Committee should be structured so that it:

* consists only of Non-Executive Directors;

* consists of a majority of Independent Directors;

¢ is chaired by an Independent Chairperson, who is not Chairperson of the Board; and
* has at least three members.

See comments under recommendation 4.1 above.
Recommendation 4.3: The Audit Committee should have a formal charter.
See comments under recommendation 4.1 above.

Recommendation 5.1: Establish written policies and procedures designed to ensure compliance with
ASX Listing Rule disclosure requirements and to ensure accountability at a Senior Executive level
for that compliance and disclose those policies or a summary of those policies.

The Company has adopted a continuous disclosure policy that requires all Directors and Executives to
inform the Managing Director, or in his absence the Chairman or Company Secretary, of any potentially
material information as soon as practicable after they become aware of that information. The Company does
not currently have a formal written policy in place, but instead relies on the extensive experience of the
Board and Key Management Personnel to ensure ongoing compliance.

Recommendation 6.1: Design a communications policy for promoting effective communication with
shareholders and encouraging their participation at general meetings and disclose that policy or a
summary of that policy.

The Company has a disclosed policy for effective communication with shareholders which is available at the
corporate governance statement on the Company’s website at www.syrahresources.com.au under the
“Corporate” tag which has the appropriate sub heading.

Recommendation 7.1: Establish policies for the oversight and management of material business risk
and disclose a summary of those policies.

The Company has established policies for the oversight and management of material business risks which is
available at the corporate governance statement on the Company’s website at www.syrahresources.com.au
under the “Corporate” tag which has the appropriate sub heading.

Recommendation 7.2: The Board should require management to design and implement the risk
management and internal control system to manage the Company’s material business risks and
report to it on whether those risks are being managed effectively. The Board should disclose that
management has reported to it as to the effectiveness of the Company’s management of its material
business risks.

Management has not formally reported to the Board as to the effectiveness of the Company’s management
of its material business risks. All business risks are the responsibility of the Board, and the Board believes
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the risk management and internal control systems designed and implemented by the Directors and the
Company Secretary are adequate given the size and nature of the Company’s activities. The Board
requests management to report informally on risk management and internal control, and to highlight any
additional risks that may have been identified, as well as reporting on matters that may have arisen from the
Company’s internal control procedures. The Company intends to develop the risk reporting framework into a
detailed policy as its operations continue to grow.

Recommendation 7.3: The Board should disclose whether it has received assurance from the Chief
Executive Officer (or equivalent) and the Chief Financial Officer (or equivalent) that the declaration
provided in accordance with section 295A of the Corporations Act is founded on a sound system of
risk management and internal control and that the system is operating effectively in all material
respects in relation to financial reporting risks.

The Board receives such assurances prior to the release of the Company’s full year and half year accounts.
Recommendation 8.1: The Board should establish a remuneration committee.

The Board considers that, based on the Company's stage of development, no benefits or efficiencies are to
be gained by delegating this function to a separate committee. The process for evaluating both Executives
and Directors remuneration is explained under recommendation 1.2 above. There are no schemes for

retirement benefits, other than superannuation for Non-Executive Directors.

Recommendation 8.2: Companies should clearly distinguish the structure of Non-Executive
Directors’ remuneration from that of Executive Directors.

The structure of Executive and Non-Executive Directors remuneration is detailed in the Remuneration
Report, which forms part of the Directors report in the annual report.
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