





SYRAH RESOURCES LIMITED
ABN 77 125 242 284

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

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
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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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SYRAH RESOURCES LIMITED

ABN 77 125 242 284

ADDITIONAL SHAREHOLDER INFORMATION

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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SYRAH RESOURCES LIMITED
ABN 77 125 242 284

ADDITIONAL SHAREHOLDER INFORMATION (CONT’D)

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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SYRAH RESOURCES LIMITED
ABN 77 125 242 284

CORPORATE GOVERNANCE STATEMENT

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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SYRAH RESOURCES LIMITED
ABN 77 125 242 284

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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