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Statement by Directors’

The focus for the year has been dealing with the aftermath of the impact of the global financial
crisis on the proposed development of the Company's Zheng Guang Gold Project (Project) in
Heilongjiang China.

Leyshon became one of the first foreign mining companies to establish a formal presence in the
mineral rich province of Heilongjiang, China, in 2004 when it established the Sino-foreign joint
venture company, Black Dragon Mining Company Limited, on the recently discovered Project.

The Company successfully progressed the Project through successive rounds of drilling, testwork
and feasibility studies to a point in November 2006 when a decision to mine was made.

Final design studies were completed, orders for major long lead time items such as ball mills,
crushers and a high voltage power line were placed and water resources and road access
established and following the receipt of environmental and construction and other approvals a
ground breaking ceremony signalling the commencement of construction was held in August
2008.

The Company'’s plans to raise US$30 million to fund the Project’s development were shelved in
the immediate aftermath of the global financial crisis. The Company halted construction, deferred
all major expenditure and commenced a detailed review with a view to substantially reducing the
capital costs of bringing the project into cash flow.

In total over 300 people were demobilised from the mine site and the joint venture offices in
Qigiha’er, Beijing and Changchun. In addition eight major contracts were successfully terminated
with all claims settled. One contract with the major civils contractor went to the Beijing arbitration
court and was recently settled in the Company’s favour. There are no outstanding employee
claims.

The planned recommencement of site based activities in April 2009 was subject to the completion
of the necessary approvals and funding arrangements. The Company also deferred its plans to
obtain a secondary listing on the Main Board of the Stock Exchange of Hong Kong Limited during
this period of financial uncertainty.

In the meantime the Company considered the option of divestment whilst at the same time
continuing to progress the development of the Project. In September, the Company entered a
conditional agreement to sell its interest in the Project following a competitive divestment process
involving a number of Chinese and international companies. Full details of the proposed sale are
included in the Notice of Annual General Meeting.

The Board considered the value of this transaction compared with the continued development of
the Project and concluded that due to the very significant impact of dilution when equity funding
the Project, even when allowing for a proportion of debt, the proposed divestment represents a
better return to shareholders on a per share basis.

It is estimated that at the time of completing the divestment, the Company will have a cash
backing per share of 13 pence (A$0.24) per share at current exchange rates.

Based on the most recent resource estimate the sale achieved a valuation of approximately
A$100 per ounce of gold, excluding the value of the zinc and silver content which accounts for
around 10-20% of the gross value.

The Board is of the view that this comparatively high valuation was achieved for a pre production
resource due to the fact that Leyshon is based in China and was able to bring in Australian
metallurgical and geological expertise to work side by side with the Chinese engineers inside the
Changchun Gold Design Institute. The Project design met all the relevant Chinese standards and
yet incorporated the latest Australian thinking on process route and geological interpretation.
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The Chinese buyers were able to rely on a Chinese design (in Mandarin) prepared by a highly
reputable Chinese design institute with which they were familiar. In this way we were able to
achieve a sale price per ounce at the higher end of the range for domestic gold project sales,
despite the relative complexity of the Project.

Since its involvement in China, the Company has completed three raisings, one on ASX in
December 2004 for A$7 million and two on AIM in 2006 for £2.65 million (A$6.6 million) and £8.3
million (A$16.25 million) for a total of A$29.6 million.

Following the sale and repayment of shareholder loans, in accordance with sale agrements, the
Company will have no liabilities and cash of approximately A$52 million after taxes and fees. In
addition the Company will have a receivable in the form of a tax credit equal to the holding tax
withheld of A$3.4 million for a total of A$55.3 million.

The Company has at all times made every effort to minimize costs and has significantly reduced
overheads. It now has four full time employees based in Beijing, 2 of which are executives
including Managing Director, Paul Atherley, the other two are administrative employees. In
addition the Company has 1 part time employee based in Perth, Western Australia who is
primarily responsible for handling accounts.

The Company has a network of independent consultants in Beijing, Australia and London that it is
able to draw on for project evaluation and other corporate matters.

The Company is seeking approval for its proposed Investing Policy which, subject to successful
completion of the sale, may include the Company embarking on a selective on-market share
buyback programme on AIM and ASX if the Company’s shares trade at a discount to net tangible
assets. In the view of the Board and the Company’s advisors this will provide the liquidity
necessary to enable those Shareholders who otherwise may not be able to do so, to sell their
shares at or around cash backing per share.

The Company is firmly of the view that China’s strong demand for minerals and metals will
continue to grow due largely to the planned urbanisation of over 400 hundred million people in the
coming decade. In the Company'’s view, based on its experience dealing with private and state
owned resource groups, China's rapid growth metal and mineral production has to a large extent
been based on known discoveries.

The challenge is going to be to fill the pipeline with new projects through generative exploration,
which doesn't appear to be taking place now that state funding has been redirected away from
the provincial BGMRs (Bureau of Geology and Minerals Resources).

As a result, Chinese companies are seeking to acquire and develop known resources elsewhere
in the world.

The Company proposes to draw on its 6 years experience in China and focus on acquiring and
developing projects in those commodities and located in those countries which it believes will be
of interest to Chinese mining and other groups for either offtake, partnership or sale.

Since announcing the proposed sale, the Company has received an increasing number of project
investment proposals and is currently evaluating a number of these projects which meet its
proposed investment criteria.

The Company plans to continue to operate from Beijing, taking advantage of the strong technical
base it has established with the local design institutes, and is confident that it will be able to
identify a project to which it can apply its technical, financial and development skills.



DIRECTORS’ REPORT

The Directors of Leyshon Resources Limited present their report on the Consolidated Entity consisting
of Leyshon Resources Limited (“the Company” or “Leyshon Resources”) and the entities it controlled at
the end of, or during, the financial year ended 30 June 2009 (“Consolidated Entity”).

DIRECTORS

The following persons were Directors of the Company during the financial year and up to the date of
this report:

John W S Fletcher

Paul C Atherley

Richard P Seville

Andrew Berry (Appointed 10/10/2008)
Stacey Apostolou (Resigned 10/10/2008)

INFORMATION ON DIRECTORS

John WS Fletcher CBE
Non-Executive Chairman from date of appointment 7 April 2006
Member of the Audit Committee and Chairman of the Remuneration Committee

Mr Fletcher is based in Hong Kong and is a director and shareholder of Somerley Group Limited
("Somerley"), a corporate advisory firm which has been operating for more than 25 years. He is also
a director of Inteq Limited an Australia based corporate advisory company 40% owned by Somerley
Group Limited. Somerley advises both Chinese and international groups from its Hong Kong and
Beijing offices on access to capital via the Hong Kong Stock Exchange and via foreign direct
investment. Mr Fletcher continues to maintain his well-established industry, government and financial
connections in London.

During the three year period to the end of the financial year, Mr Fletcher has held directorships in
Pacific Energy Limited (August 1996 — September 2007) and KTL Limited (December 2004 —
December 2007).

Paul C Atherley
Managing Director from date of appointment 4 May 2004
Qualifications - BSc (Hons), MAppSc, MBA, MAusIMM, ARSM

Mr Atherley graduated in mining engineering from the Royal School of Mines, Imperial College in 1982
and has over 25 years industry operating experience including periods with British Coal in the UK and
Mount Isa Mines Ltd in Australia. He was an Executive Director of the Investment Bank arm of HSBC
Australia where he undertook a range of advisory roles in the resources sector. In August 2004 he
retired from the position of Managing Director of an ASX and AIM listed mining company, a position he
held since the company’s flotation in 1994. During this period he completed a number of acquisitions
and financings of resource projects in Australia, South-East Asia, Africa and Western Europe.

During the three year period to the end of the financial year, Mr Atherley has not held a directorship in
any other listed company.



INFORMATION ON DIRECTORS (Cont'd)

Richard Seville

Non-Executive Director from date of appointment 1 February 2007

Member of the Audit Committee (formerly Chairman) and Member of the Remuneration Committee
Qualifications — BSC (Hon), MEngSc, MAusIMM, ARSM

Mr Seville is a mining geologist and geotechnical engineer with over 25 years experience covering
exploration, mine development and mine operations in gold, base metals, lithium/potash and coal
projects in Australia, South America, Africa and Asia. Mr Seville also has significant corporate
experience and held the roles of operations director and/or managing director for ASX/AIM listed
companies since 1994. He is currently Managing Director of ASX listed, Orocobre Ltd.

During the three year period to the end of the financial year, Mr Seville has also held directorships in
Renison Consolidated Mines NL and Northern Energy Corporation Ltd (both ceasing in November
2006).

Andrew Berry
Non-Executive Director from date of appointment 10 October 2008
Chairman of the Audit Committee

Mr. Berry has over 35 years experience in financing projects mainly with Chase Manhattan Bank in the
Far East and Australia. During this period Mr. Berry played an integral role in the completion of over
US$25 billion in transactions for power generation, mining and petroleum companies in Australia and
throughout the international arena.

Mr. Berry is a graduate from the University of Arizona in the United States where he earned a Bachelor
of Science degree in Geological Engineering and a Master of Business Administration degree. After
graduation in 1963, Mr. Berry worked in Washington D.C. for the Agency for International Development
until 1968 when he joined the Chase Manhattan Bank in New York.

He is currently the Chairman of Viridis Investment Management Limited which is the Responsible
Entity of the ASX listed Viridis Clean Energy Group and a Non-Executive Director of the unlisted
Corporative Fund Limited. Previously Mr. Berry was a Non-Executive Director of several listed and
unlisted Australian resource focused companies including the ASX and Port Moresby Stock Exchange
listed Highlands Pacific Limited. Mr. Berry is a citizen of the United States and Australia.

During the three year period to the end of the financial year, Mr Berry has held directorships in
CorporActive Fund Limited (September 2007 - Present), Viridis Investment Management Limited (July
2005 - Present) and Highlands Pacific Limited (August 1998 — role ceased May 2008).

Stacey Apostolou, Executive Director
Resigned 10 October 2008.
Company Secretary

Stacey Apostolou
Company Secretary from date of appointment 7 April 2006
Quialifications - B Bus, CPA

Ms Apostolou has been employed with the Company since August 2005 initially in the role of Manager
— Corporate. She has previously acted as Finance Director to an ASX/AIM listed company, has held
company secretarial roles for publicly listed companies within the mining and exploration industry and
has over 18 years relevant industry experience. Ms Apostolou has been responsible for the corporate,
treasury, finance, accounting and administration functions for these companies.

PRINCIPAL ACTIVITIES

The principal activities of the Consolidated Entity during the year consisted of gold and other minerals
exploration. There was no significant change in the nature of those activities during the financial year.



CONSOLIDATED RESULTS

2009 2008
$ $
Loss of the Consolidated Entity before income tax (3,397,827) (10,411,177)
Income tax - -
Net loss attributable to members of Leyshon Resources Limited (3,397,827) (10,411,177)

REVIEW OF OPERATIONS

During the 2009 financial year, the Consolidated Entity undertook initial site works for the development
of its Zheng Guang project in China before electing to defer construction activity due to the prevailing
uncertainties in the capital markets. Since then, the Consolidated Entity has been pursuing the twin
strategies of progressing the necessary approvals and funding for the project to proceed whilst at the
same time advancing the interest of a number of parties seeking to acquire the Consolidated Entity’s
interest in the project.

As announced on 22 September 2009, the Company has entered into an agreement for the sale of its
interest in the project. Further details of the agreement are provided under “Subsequent Events” on the
following page.

DIVIDENDS

No interim or final dividend has been declared in respect to the financial year ended 30 June 2009
(2008: nil).

SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS
There were no significant changes in the state of affairs of the Company during the year.
SUBSEQUENT EVENTS

Other than as disclosed below, as at the date of this report there are no matters or circumstances
which have arisen since 30 June 2009 that have significantly affected or may significantly affect:

a) the operations, in financial years subsequent to 30 June 2009, of the Consolidated Entity
constituted by Leyshon Resources Limited and the entities it controls from time to time;

b) the results of those operations; or

c) the state of affairs, in financial years subsequent to 30 June 2009, of the Consolidated Entity.

On 22 September, the Company announced that it had entered into agreements with Heilongjiang
Heilong Mining Company Limited (Heilong) for the sale of China Metals Pty Ltd’s (CMPL) interest in
Black Dragon Mining Company Limited (BDM), the entity that holds the rights to the Zheng Guang gold
project.

The Company has entered into a Loan Substitution Agreement, whereby Heilong will repay RMB75
million (A$12.7 million based on the exchange rate at the date of signing) of loans advanced from
CMPL to BDM.

In addition, an Equity Transfer Agreement was entered into, whereby CMPL will exchange its 70%
interest in BDM in exchange for a payment from Heilong of RMB 230 million (A$38.8 million based on
the exchange rate prevailing at the date of signing).

The transaction is conditional upon:

e receipt of the relevant approvals by Heilong relating to the acquisition of the Company's and
Qigiha'er Brigade's shareholding in BDM;

e transfer of the relevant business licences by the provincial authorities; and

o foreign exchange approvals.



The overall financial effect on the Consolidated Group, based on the exchange rate prevailing at the
date of entering into the agreements, is to increase cash by $51.5 million before tax, reduce Non
Current Assets — held for resale by $24.3 million and reduce Current liabilities and Non Current
Liabilities — held for resale by $6.3 million, with the net effect being an increase in net assets of $33.5
million. The financial impact of the disposal has not been incorporated into these financial statements.

LIKELY DEVELOPMENTS

As discussed above, the Company has entered into an agreement with Heilong for the divestment of
its interest in Zheng Guang. The Company intends to draw on its experience in China and focus on
acquiring and developing projects located in those countries and commodities which are of interest to
Chinese groups for either offtake, partnership or sale.

In the opinion of the Directors, any further disclosure of information regarding likely developments in
the operations of the Consolidated Entity and the expected results of these operations in subsequent
financial years may prejudice the interests of the Consolidated Entity and accordingly, has not been
disclosed.

ENVIRONMENTAL REGULATIONS

The Consolidated Entity’s operations are subject to various environmental laws and regulations under
the relevant government’s legislation. Full compliance with these laws and regulations is regarded as a
minimum standard for all operations to achieve.

Instances of environmental non-compliance by an operation are identified either by external
compliance audits or inspections by relevant government authorities.

Pursuant to an agreement between the Company and Newmont Australia Limited (“Newmont”),
Newmont is responsible for all environmental obligations in respect of the Mt Leyshon leases in
perpetuity regardless of changes to those obligations arising from changes to regulatory requirements
and has indemnified the Company to that effect.

SHARE ISSUES
During the year:

e 144,801 fully paid ordinary shares were issued to employees in return for their accepting a
reduction to the level of the cash component of their remuneration.

OPTIONS
During the year no options were issued and no options expired.
Unissued ordinary shares of Leyshon Resources under option at the date of this report are as follows:

Unlisted Options

e 700,000 options at an exercise price of $0.40 each that expire on 30 November 2009;

e 550,000 options at an exercise price of $0.55 each that expire on 30 November 2009;

e 4,000,000 options at an exercise price of $0.70 each that expire on 30 November 2010; and
e 750,000 options at an exercise price of $0.70 each that expire on 30 June 2011.

No option holder has any right under the options to participate in any other share issue of the Company
or any other entity. Each option is for one ordinary share of the Company.

During the financial year no shares were issued as a result of the exercise of options. Since 30 June
2009, no shares have been issued as a result of the exercise of options.



INSURANCE OF OFFICERS AND AUDITORS

During the financial year, the Company paid a premium in respect of a contract insuring the directors of
the Company, the company secretary and all executive officers of the Company and of any related
body corporate against a liability incurred as such a director, secretary or executive officer to the extent
permitted by the Corporations Act 2001. The contract of insurance prohibits disclosure of the nature of
the liability and the amount of the premium.

The Company has not otherwise, during the financial year, indemnified or agreed to indemnify an
officer or auditor of the Company or of any related body corporate against a liability incurred as such an
officer or an auditor.

MEETINGS OF DIRECTORS

The following table sets out the number of meetings of the Company's directors held during the
financial year ended 30 June 2009, and the number of meetings attended by each director.

Board Meetings Audit Committee Remuneration Committee
Meetings Meetings

Held Attended Held Attended Held Attended
Directors
John WS Fletcher 11 11 2 2 1 1
Paul C Atherley 11 11 N/A N/A N/A N/A
Stacey Apostolou 2 2 N/A N/A N/A N/A
Richard Seville 11 11 2 2 1 1
Andrew Berry Y 9 9 N/A N/A N/A N/A

@ Mr Berry was appointed Chairman of the Audit Committee on 19 March 2009. There have
been no meetings of the Audit Committee since Mr Berry’s appointment.

INFORMATION ON DIRECTORS’ INTERESTS IN SECURITIES OF LEYSHON RESOURCES

Interest in Securities

at the date of this Report

Ordinary Options

Shares
John WS Fletcher 2,202,824 1,000,000
Paul C Atherley 29,000,000 -
Richard Seville - 1,000,000
Andrew Berry - -




REMUNERATION REPORT (AUDITED)

This remuneration report which forms part of the directors’ report, sets out information about the
remuneration of Leyshon Resources Limited’s directors and its senior management for the financial
year ended 30 June 2009. The prescribed details for each person covered by this report are detailed
below.

Director and Senior Management Details

The following persons acted as directors of Leyshon Resources Limited during or since the end of the
financial year:

e John WS Fletcher (Chairman)

e  Paul C Atherley (Managing Director)

e Stacey Apostolou (Executive Director and Company Secretary) — ceased as director 10
October 2008

e Richard P Seville (Non Executive Director)

e Andrew J Berry ( Non Executive Director) — appointed 10 October 2008

The term ‘senior management’ is used in this remuneration report to refer to the following persons.
Except as noted, the named persons held their current position for the whole of the financial year and
since the end of the financial year:

e Vic McLaglen - Chief Operating Officer, Leyshon Resources Limited (ceased 30 April 2009)

e Dong Ping Ye - Project Development Manager, China Metals Pty Ltd (ceased 12 September
2008)

e  Peter Niu - Financial Controller, Leyshon Resources Limited

There were no other group executives or Company executives during the year.
Remuneration policies
Executive remuneration

The Company’s remuneration policy for executive directors and senior management is designed to
promote superior performance and long term commitment to the Company. Remuneration packages
are set at levels that are intended to attract and retain executives capable of managing the Company’s
operations. Executives receive a base remuneration which is market related, together with an element
of performance based remuneration.

Overall remuneration policies are subject to the discretion of the Board and will be adapted to reflect
competitive market and business conditions where it is in the interests of the Company and
shareholders to do so. Within this framework, the remuneration committee (established 9 May 2007)
considers remuneration policies and practices generally, and determines specific remuneration
packages and other terms of employment for executive directors and senior executive management.

Executive remuneration and other terms of employment are reviewed annually by the committee
having regard to performance, relevant comparative information and expert advice.

The objective of any short term incentives is to link achievement of the Company’s operational targets
with the remuneration received by executives charged with meeting those targets. The objective of
long term incentives is to reward executives in a manner which aligns this element of their
remuneration with the creation of shareholder wealth.

The committee’s remuneration policies are designed to align executive’s remuneration with
shareholders’ interests and to retain appropriately qualified executive talent for the benefit of the
Company. The main principles of the policies are that:

o Reward reflects the competitive market in which the Company operates;
o Individual reward should be linked to performance criteria; and
e Executives should be rewarded for both financial and non-financial performance.



REMUNERATION REPORT (Cont'd)

The structure of remuneration packages for executive directors and other senior executive
management consists of the following:

e Salary — executive directors and senior executives receive a fixed sum base salary payable
monthly in cash;
Short term incentives — through eligibility to participate in performance bonus plans;
Long term incentives — executive directors are eligible to participate in share option schemes with
the prior approval of shareholders. Senior management may also participate in employee share
option schemes, with any option issues generally being made in accordance with thresholds set in
plans approved by shareholders. The Board however, considers it appropriate to retain the
flexibility to issue shares or options to senior management outside of approved employee option
plans and in the event that no employee option plan exists; and

e Other benefits - executive directors and senior management, where applicable, are eligible to
participate in superannuation schemes.

Non-executive directors’ remuneration

In accordance with current corporate governance practices, the structure for the remuneration of non-
executive directors and senior management is separate and distinct. Shareholders approve the
maximum aggregate remuneration for non-executive directors. The remuneration committee
recommends the actual payments to directors and the Board is responsible for ratifying any
recommendations, as appropriate. The maximum aggregate remuneration approved for non-executive
directors is currently $250,000 which does not include any share based payments. The Board
approves any consultancy arrangements for non-executive directors who provide services outside of
and in addition to their duties as non-executive directors.

Non-executive directors are entitled to statutory superannuation benefits if applicable. At the current
stage of the Company’s development, non-executive directors may also be entitled to participate in
equity based remuneration schemes.

All directors are entitled to have their indemnity insurance paid by the Company.

Relationship between the remuneration policy and Company performance

The table below sets out summary information about the Consolidated Entity's earnings and
movements in shareholder wealth for the five years to June 2009:

30 June 30 June 30 June 30 June 30 June
2009 2008 2007 2006 2005
$ $ $ $ $

Revenue 518,802 1,048,631 628,530 349,677 816,115
Net loss before tax (3,397,827) (10,411,177) (10,081,813) (7,172,707) (3,827,936)
Net loss after tax (3,397,827) (10,411,177) (10,081,813) (7,172,707) (3,647,936)
Share price at start of year 0.5000 0.6250 0.3150 0.2600 0.2971
Share price at end of year 0.1000 0.5000 0.6250 0.3150 0.2600
Dividend paid - - - - -
Diluted loss per share

(cents) (1.6) (4.8) (5.8) (5.4) (2.8)

There is no relationship between the remuneration for key management personnel and the Company’s
financial performance.



REMUNERATION REPORT (Cont’d)
Service Agreements

Non Executive Directors

Mr Fletcher

The Company has entered into a service agreement with Mr Fletcher whereby he is paid a fee of
$66,000 per annum in his capacity as Chairman with effect from 1 January 2009 ($90,000 prior to 1
January 2009). Mr Fletcher is entitled to receive reimbursement for out of pocket expenses incurred
whilst on Company business. The agreement is for no fixed term, does not provide for the payment of
termination benefits and may be terminated by either party by providing 90 days written notice.

Mr Seville

The Company has entered into a service agreement with Mr Seville whereby he is paid a fee of
$45,000 per annum in his capacity as Non-Executive Director with effect from 1 January 2009 ($50,000
prior to 1 January 2009). Mr Seuville is entitled to receive reimbursement for out of pocket expenses
incurred whilst on Company business. The agreement is for no fixed term, does not provide for the
payment of termination benefits and may be terminated by either party by providing 90 days written
notice.

In addition, the Company has entered into a consultancy arrangement with Richard Seville &
Associates Pty Ltd in relation to the provision of technical services by Mr Seville at the rate of $1,600
per day. The consultancy agreement was for an initial term to 31 December 2007 and thereafter until
terminated. The consultancy can be terminated by either party providing three months written notice.

Mr Berry

The Company has entered into a service agreement with Mr Berry whereby he is paid a fee of $45,000
per annum in his capacity as Non-Executive Director with effect from 1 January 2009 ($50,000 prior to
1 January 2009). Mr Berry is entitled to receive reimbursement for out of pocket expenses incurred
whilst on Company business. The agreement is for no fixed term, does not provide for the payment of
termination benefits and may be terminated by either party by providing 90 days written notice.

Executive Directors
Mr Atherley

The service agreement in place with Mr Atherley during the financial year contains the following key
provisions:

Entered into with effect from 1 July 2006 for a rolling twelve month term as Managing Director;

May be terminated by the Company by providing no more than three months notice;

May be terminated by Mr Atherley by providing at least six months notice;

If Mr Atherley is removed as a director of the Company by shareholders, or as the managing

director of the Company, then the Company will be deemed to have terminated the contract;

e Base salary of $300,000 per annum with effect from 1 September 2008 ($450,000 prior to 1
September 2008);

e A discretionary cash bonus of up to $500,000 per annum is payable based on, in the Board’s
view, the contribution of Mr Atherley towards the Company's achievement of its overall
objectives being the development of the Zheng Guang project. No bonus was granted during
2009 (2008: $75,000);

e No amount is payable in the event of termination for neglect of duty or gross misconduct; and
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REMUNERATION REPORT (Cont'd)

If Mr Atherley’'s contract is terminated, other than for neglect of duty or gross misconduct, then
the Company shall pay to Mr Atherley a Termination Payment. The Termination Payment shall
be the aggregate of the contract rate that would be payable for the period commencing when
the contract terminates and ending at the end of the contract term. In the event that the
Termination Payment exceeds the amount calculated in accordance with section 200F of the
Corporations Act or Chapter 10.19 of the ASX Listing Rules, then the Termination Payment will
be reduced by such amount as is necessary so as to not exceed the amount permitted.

Ms Apostolou

The service agreement in place with Ms Apostolou during the period, until ceasing as an executive on
31 August 2008, contained the following key provisions:

Entered into with effect from 1 July 2006 for no defined period,;

May be terminated by the Company or Ms Apostolou by providing three months notice. No
payment, other than for notice, is payable upon termination;

Base salary of $250,000 per annum inclusive of superannuation, with effect from 1 January
2008;

A cash bonus is payable based on, in the Board’'s view, the contribution of Ms Apostolou
towards the Company’'s achievement of its overall objectives being the development of the
Zheng Guang project. No bonus was granted during 2009 (2008: $75,000).

Senior Management

Mr McLaglen

The service agreement in place with Mr McLaglen during the financial year contains the following key
provisions:

Mr Niu

Mr McLaglen ceased as an employee on 30 April 2009;

Mr McLaglen was receiving base salary of $250,000 per annum with effect from 1 September
2008 ($400,000 prior to 1 September 2008);

Mr McLaglen has continued working for the company as a consultant at the rate of $20,833 per
month; and

The consultancy agreement can be terminated by either party providing one month’s written
notice.

The service agreement in place with Mr Niu during the financial year contains the following key
provisions:

Entered into with effect from 17 March 2008 for no defined period,;

May be terminated by the Company or Mr Niu by providing three months notice. No payment,
other than for notice, is payable upon termination;

Base salary of RMB1,200,000 per annum;

May become entitled to receive incentive options in the Company at a price to be determined
by the Board at the time of issue; and

May become entitled to receive a cash bonus at the discretion of the Board.
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REMUNERATION REPORT (Cont'd)

Details of Remuneration

The emoluments (paid or payable) of each Director and the executive officers for the financial year
ended 30 June 2009 are as follows:

Short-term employee benefits Post- Termination Share
employment Benefits Based
Payment
Salary & Bonus Other Super- Shares Total
fees annuation issued
$ $ $ $ $ $ $
Directors
John WS Fletcher 78,000 - - - - - 78,000
Paul C Atherley 325,000 - - - - - 325,000
Richard Seville 48,620 - - - - - 48,620
Andrew Berry™ 31,000 - - 1,861 - - 32,861
Stacey Apostolou @ 72,832 - - 3,440 - - 76,271
Group executives
Vic McLaglen © 282,932 - - - - 37,368 320,300
Dong Ping Ye © 75,000 - - - - - 75,000
Peter Niu 244,628 - - - - 8968® 253596

@
(@)

(©)]

4
®)

O]

Commenced as a director 10 October 2008.

Ceased as a director 10 October 2008. Retirement benefits reflect unpaid leave paid entitlement
upon termination.

Ceased employment 30 April 2009.

Ceased employment 12 September 2008.

Represents 116,775 shares issued at $0.32 in consideration for Mr McLaglen taking a reduction in
his salary. 11% of Mr McLaglen’s total remuneration was comprised of the value of shares (2008:
nil). Fair value was determined based on the volume weighted average share price on the ASX for
the previous 10 trading days before they were issued.

Represents 28,026 shares issued at $0.32 in consideration for Mr Niu taking a reduction in his
salary. 4% of Mr Niu’s total remuneration was comprised of the value of shares (2008: nil). Fair
value was determined based on the volume weighted average share price on the ASX for the
previous 10 trading days before they were issued.
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REMUNERATION REPORT (Cont'd)

The emoluments (paid or payable) of each Director and the executive officers for the financial year
ended 30 June 2008 are as follows:

Short-term employee benefits Post- Termination Share
employment Benefits Based
Payment
Salary & Bonus Other Super- Options Total
fees @ @ annuation issued
$ $ $ $ $ $ $
Directors
John WS Fletcher 90,000 - 305,000 395,000
Paul C Atherley 400,000 75,000 7,289 - - 482,289
Stacey Apostolou 194,679 75,000 3,665 17,521 - 610,000 900,865
Richard Seville 105,940 - 305,000 410,940
Group executives
Vic McLaglen 321,665 100,000 - - - 185,350 607,015
Dong Ping Ye 275,000 75,000 - - - 153,173 503,173
Peter Niu ™ 62,664 - - - - - 62,664

W commenced employment 17 March 2008.

@ Discretionary bonuses were paid as the Company progressed towards achieving its objective of
developing the Zheng Guang project. No bonuses were forfeited during the year.

Represents incremental increases in the value of unused annual leave as a result of salary
increases.

(O]

Share-based Compensation

No options were granted, vested, exercised or lapsed in relation to Directors and Senior Management
during the year.

The grant of share options is not directly linked to previously determined performance milestones or
hurdles as the current stage of the Group’s activities make it difficult to determine effective and
appropriate key performance indicators and milestones. No options were forfeited during the year.

There is currently no Board policy in relation to the person granted the option limiting his or her

exposure to risk in relation to the securities as the options are issued in addition to their separate
remuneration package.
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NON-AUDIT SERVICES

The Directors are satisfied that the provision of non-audit services during the year by the auditor (or by
another person or firm on the auditor's behalf) is compatible with the general standard of
independence for auditors imposed by the Corporations Act 2001. The Audit Committee assesses the
provision of non-audit services by the auditors to ensure that the auditor independence requirements of
the Corporations Act 2001 in relation to the audit are met.

Details of amounts paid or payable to the auditor for non-audit services provided during the year by the
auditor are outlined in note 4 to the financial statements.

AUDITOR’S INDEPENDENCE DECLARATION

Section 307C of the Corporations Act 2001 requires our auditors, Deloitte Touche Tohmatsu, to
provide the directors of Leyshon Resources with an Independence Declaration in relation to the audit of
the attached Financial Statements. This Independence Declaration is included in this Financial Report
at page 15 and forms part of this Directors’ Report.

Signed in accordance with a resolution of the Board of Directors.

On behalf of the Directors

ﬂ«’uwwwf\

Paul Atherley
Managing Director

Dated: 29 September 2009
Perth, Western Australia
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Deloitte

Deloitte Touche Tohmatsu
A.C.N. 74 490 121 060

Woodside Plaza

Level 14

240 St Georges Terrace
Perth WA 6000

GPO Box A46

Perth WA 6837 Australia

DX 206
Tel: +61 (0) 8 9365 7000

Fax: +61 (0) 8 9365 7001
www.deloitte.com.au

The Board of Directors
Leyshon Resources Limited
36 Outram Street

West Perth

Perth WA, 6005

29 September 2009

Dear Board Members
Leyshon Resources Limited

In accordance with section 307C of the Corporations Act 2001, | am pleased to provide the
following declaration of independence to the directors of Leyshon Resources Limited.

As lead audit partner for the audit of the financial statements of Leyshon Resources Limited for
the financial year ended 30 June 2009, | declare that to the best of my knowledge and belief,
there have been no contraventions of:

(i) the auditor independence requirements of the Corporations Act 2001 in relation to
the audit; and

(ii) any applicable code of professional conduct in relation to the audit.

Yours sincerely

Do b Touel w i

DELOITTE TOUCHE TOHMATSU

L Karamfiles
Partner
Chartered Accountants

Liability limited by a scheme approved under Professional Standards Legislation.
Member of Deloitte Touche Tohmatsu



DIRECTORS’ DECLARATION

The directors declare that:

(8) inthe directors’ opinion, there are reasonable grounds to believe that the Company will be able to
pay its debts as and when they become due and payable;

(b) in the directors’ opinion, the attached financial statements and notes thereto are in accordance
with the Corporations Act 2001, including compliance with accounting standards and giving a true
and fair view of the financial position and performance of the consolidated entity; and

(c) the directors have been given the declarations required by s.295A of the Corporations Act 2001.

Signed in accordance with a resolution of the directors made pursuant to s.295(5) of the Corporations

Act 2001.

On behalf of the Directors

MWM

Paul Atherley
Managing Director

Dated: 29 September 2009
Perth, Western Australia
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INCOME STATEMENT

FOR THE FINANCIAL YEAR ENDED 30 JUNE 2009

Continuing operations
Revenue

Other income

Exploration expenses

Corporate and administration expenses
Business development expenses
Foreign exchange gains/(losses)

Share based payments

Loss before income tax

Income tax

Loss for the year from continuing
operations

Discontinued operations
Loss for the year from discontinued
operations

Loss attributable to members of
Leyshon Resources Limited

Earnings Per Share

From continuing and discontinued
operations:
Basic loss per share (cents per share)

Diluted loss per share (cents per share)

From continuing operations:
Basic loss per share (cents per share)
Diluted loss per share (cents per share)

Note

2(a)

2(b)

23

18
18

18
18

Consolidated Company
2009 2008 2009 2008
$ $ $ $
518,802 1,048,631 280,597 880,475
4,093 20,995 4,060 19,910
(967,422) (5,026,168) (301,779) (493,489)
(1,400,665) (2,736,200) (1,375,141) (2,386,000)
(181,181) (503,678) (181,001) (491,296)
138,765 (1,656,234) 138,570 (1,654,400)
(46,336) (1,558,523) (46,336) (1,558,523)
(1,933,944) (10,411,177) (1,481,030) (5,683,323)
(1,933,944) (10,411,177) (1,481,030) (5,683,323)
(1,463,883) - - -
(3,397,827) (10,411,177) (1,481,030) (5,683,323)
(1.6) (4.8)
(1.6) (4.8)
(0.9) (4.8)
(0.9) (4.8)

The above Income Statement should be read in conjunction with the accompanying notes.
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BALANCE SHEET
AS AT 30 JUNE 2009

ASSETS
Current Assets

Cash and cash equivalents
Trade and other receivables
Other

Non-Current Assets held for sale
Total Current Assets

Non-Current Assets
Trade and other receivables

Other financial assets at fair value
through profit or loss

Other financial assets
Property, plant and equipment
Development properties

Total Non-Current Assets

TOTAL ASSETS

LIABILITIES
Current Liabilities
Trade and other payables

Provisions

Non-Current Liabilities held for sale
Total Current Liabilities

Non-Current Liabilities
Deferred tax liabilities
Total Non-Current Liabilities

TOTAL LIABILITIES

NET ASSETS

EQUITY

Issued capital
Reserves
Accumulated losses

TOTAL EQUITY

Note

26(a)

10
11

12
13

14

15
16
17

Consolidated Company
2009 2008 2009 2008
$ $ $ $

3,918,963 9,399,324 3,838,819 9,025,187
76,010 116,140 47,877 74,042
14,078 65,127 7,499 13,498
4,009,051 9,580,591 3,894,195 9,112,727
24,328,083 - - -
28,337,134 9,580,591 3,894,195 9,112,727
- - 31,392,366 27,784,809
1 1 1 1
14,999 2,613,103 9,149,628 9,149,628
2,771 26,352 2,771 5,543
- 16,324,326 - -
17,771 18,963,782 40,544,766 36,939,981
28,354,905 28,544,373 44,438,961 46,052,708
1,567,699 1,074,585 171,238 272,812
45,452 120,947 43,856 120,135
1,613,151 1,195,532 215,094 392,947
5,363,607 - - -
6,976,758 1,195,532 215,094 392,947
- 3,604,688 - -
- 3,604,688 - -
6,976,758 4,800,220 215,094 392,947
21,378,147 23,744,153 44,223,867 45,659,761
64,552,218 64,507,082 64,552,218 64,507,082
2,430,810 1,556,966 1,941,893 2,054,734

(45,604,881)

(42,319,895)

(22,270,244)

(20,902,055)

21,378,147

23,744,153

44,223,867

45,659,761

The above Balance Sheet should be read in conjunction with the accompanying notes.
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STATEMENT OF CHANGES IN EQUITY

FOR THE FINANCIAL YEAR ENDED 30 JUNE 2009

Issued Capital

Issued and paid up capital - at the
beginning of the year

Transactions with equity holders in their
capacity as equity holders:

Issue of shares as part of employee
benefits

Contributions of equity

Transfer from employee benefits
reserve

Less share issue costs

Issued and paid up capital - at the
end of the year

Employee Benefit Reserve
Balance at the beginning of the year

Employee benefit expense - Share
options
Exercise of options

Balance at the end of the year

Foreign Currency Translation
Reserve

Balance at the beginning of the year

Exchange differences on translation of
foreign operations attributable to
members of Leyshon Resources Limited

Balance at the end of the year

Option Premium Reserve
Balance at beginning of the year
Expiry of options

Balance at end of year

Consolidated Company
2009 2008 2009 2008
$ $ $ $
64,507,082 63,139,928 64,507,082 63,139,928
46,336 46,336
- 867,904 - 867,904
- 499,250 - 499,250
(1,200) - (1,200) -
45,136 1,367,154 45,136 1,367,154
64,552,218 64,507,082 64,552,218 64,507,082
1,941,893 882,620 1,941,893 882,620
- 1,558,523 - 1,558,523
- (499,250) - (499,250)
1,941,893 1,941,893 1,941,893 1,941,893
(497,768) (169,869) - -
986,685 (327,899) - -
488,917 (497,768) - -
112,841 112,841 112,841 112,841
(112,841) - (112,841) -
- 112,841 - 112,841
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STATEMENT OF CHANGES IN EQUITY

FOR THE FINANCIAL YEAR ENDED 30 JUNE 2009 (CONTINUED)

Accumulated Losses

Accumulated losses at the beginning of

the year

Transfer from option premium reserve

Loss for the year attributable to members
of Leyshon Resources Limited

Accumulated losses at the end of the

year

Net income recognised directly in equity:

Exchange differences on translation of
foreign operations

- Members of parent entity

Loss for the year
- Members of parent entity

Total recognised income and expense
for the year attributable to members of

parent entity

Consolidated

2009
$

(42,319,895)

112,841

(3,397,827)

2008
$

(31,908,718)

(10,411,177)

Company

2009
$

(20,902,055)

112,841

(1,481,030)

2008
$

(15,218,732)

(5,683,323)

(45,604,881)

(42,319,895)

(22,270,244)

(20,902,055)

986,685 (327,899) - -

986,685 (327,899) - -
(3,397,827) (10,411,177)  (1,481,030)  (5,683,323)
(2,411,142)  (10,739,076)  (1,481,030)  (5,683,323)

The above Statement of Changes in Equity should be read in conjunction with the accompanying notes.
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CASH FLOW STATEMENT

FOR THE FINANCIAL YEAR ENDED 30 JUNE 2009

Note

CASH FLOWS FROM OPERATING
ACTIVITIES

Payments to suppliers and employees
Interest received

Net cash flows used in operating

activities 26(b)

CASH FLOWS FROM INVESTING
ACTIVITIES

Payments for property, plant and
equipment

Amounts advanced to related parties
Loan to joint venture partner
Development expenditure

Net cash flows used in investing
activities

CASH FLOWS FROM FINANCING
ACTIVITIES

Proceeds from issues of shares
Share issue costs

Net cash flows (used in)/from
financing activities

NET DECREASE IN CASH AND
CASH EQUIVALENTS

Cash and cash equivalents at the
beginning of the year

Effects of exchange rate changes on
cash and cash equivalents

CASH AND CASH EQUIVALENTS AT

THE END OF THE YEAR 26(a)

Consolidated Company
2009 2008 2009 2008
$ $ $ $

(3,699,022) (8,244,467) (1,987,907) (3,262,863)
272,207 904,928 272,101 900,385
(3,426,815) (7,339,539) (1,715,806) (2,362,478)
(2,580) (27,444) (375) (4,836)
- - (3,607,557) (9,655,977)
(702,176) (1,738,899) - -
(1,486,355) (2,803,214) - -
(2,191,111 (4,569,557) (3,607,932) (9,660,813)
- 875,000 - 875,000
(1,200) (7,096) (1,200) (7,096)
(1,200) 867,904 (1,200) 867,904
(5,619,126)  (11,041,192) (5,324,938)  (11,155,387)
9,399,324 22,096,750 9,025,187 21,834,974
138,765 (1,656,234) 138,570 (1,654,400)
3,918,963 9,399,324 3,838,819 9,025,187

The above Cash Flow Statement should be read in conjunction with the accompanying notes.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2009

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
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 Interpretations, and complies with other
requirements of the law. The financial report includes the separate financial statements of the
Company and the consolidated financial statements of the Group.

Accounting Standards include Australian equivalents to International Financial Reporting Standards
(‘A-IFRS’). Compliance with A-IFRS ensures that the financial statements and notes of the Company
and the Group comply with International Financial Reporting Standards (‘'IFRS’).

The financial statements were authorised for issue by the directors on 29 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 Group 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. Details of the impact of the adoption of these new
accounting standards are set out in the individual accounting policy notes set out below.

At the date of authorisation of the financial report, the Standards and Interpretations listed below were
in issue but not yet effective.

Initial application of the following Standards will not effect 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:

Effective for annual Expected to be initially
Standard / Interpretation reporting periods applied in the financial
beginning on or after: year ending:

AASB 101 ‘Presentation of Financial

Statements’ (revised September 2007),

AASB 2007-8 ‘Amendments to Australian

Accounting Standards arising from AASB

101’, AASB 2007-10 ‘Further Amendments

to Australian Accounting Standards arising

from AASB 101’ 1 January 2009 30 June 2010

AASB 8 ‘Operating Segments‘, AASB
2007-3 ‘Amendments to Australian
Accounting Standards arising from AASB 8’ 1 January 2009 30 June 2010

AASB 2009-2 ‘Amendments to Australian

Accounting Standards — Improving
Disclosures about Financial Instruments’ 1 January 2009 30 June 2010
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2009

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’'d)

Initial application of the following standards is not expected to have any material impact on the financial
report of the Group and Company.

Effective for annual Expected to be initially

Standard / Interpretation reporting periods applied in the financial

beginning on or after: year ending:
AASB 123 ‘Borrowing Costs’ (revised), 1 January 2009 30 June 2010
AASB 2007-6 ‘Amendments to Australian
Accounting Standards arising from AASB
123
AASB 3 ‘Business Combinations’ (revised), Business combinations 30 June 2010
AASB 127 ‘Consolidated and Separate occurring after the
Financial Statements’ (revised) and AASB beginning of annual
2008-3 ‘Amendments to Australian reporting periods

Accounting Standards arising from AASB 3 beginning 1 July 2009
and AASB 127’

AASB 2008-1 ‘Amendments to Australian 1 January 2009 30 June 2010
Accounting Standard - Share-based

Payments: Vesting Conditions and

Cancellations’

AASB 2008-2 ‘Amendments to Australian 1 January 2009 30 June 2010
Accounting Standards - Puttable Financial

Instruments and Obligations arising on

Liquidation’

AASB 2008-5 ‘Amendments to Australian 1 January 2009 30 June 2010
Accounting Standards arising from the
Annual Improvements Project’

AASB 2008-6 ‘Further Amendments to 1 July 2009 30 June 2010
Australian Accounting Standards arising
from the Annual Improvements Project’

AASB 2008-7 ‘Amendments to Australian 1 January 2009 30 June 2010
Accounting Standards — Cost of an

Investment in a Subsidiary, Jointly

Controlled Entity or Associate

AASB 2008-8 ‘Amendments to Australian 1 July 2009 30 June 2010
Accounting Standards — Eligible Hedged

ltems’

AASB 2009-4 ‘Amendments to Australian 1 July 2009 30 June 2010

Accounting Standards arising from the
Annual Improvements Process’

AASB 2009-5 ‘Further Amendments to 1 January 2010 30 June 2011
Australian Accounting Standards arising
from the Annual Improvements Process’

AASB 2009-6 “Amendments to Australian 1 January 2009 30 June 2010
Accounting Standards”

23



NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2009

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’'d)

The potential effect of the initial application of the expected issue of an Australian equivalent
accounting standard to the following Standard has not yet been determined:

Effective for annual Expected to be initially

Standard / Interpretation reporting periods applied in the financial

beginning on or after: year ending:
AASB 2009-7 “Amendments to Australian 1 July 2009 30 June 2010
Accounting Standards”
AASB 1 ‘First-time Adoption of Australian 1 July 2009 30 June 2010
Accounting Standards’
AASB Interpretation 15 ‘Agreements for 1 January 2009 30 June 2010
the Construction of Real Estate’
AASB Interpretation 16 ‘Hedges of a Net 1 October 2008 30 June 2010
Investment in a Foreign Operation’
AASB Interpretation 17 ‘Distributions of 1 July 2009 30 June 2010
Non-cash Assets to Owners’, AASB 2008-
13 ‘Amendments to Australian Accounting
Standards arising from AASB
Interpretation 17 — Distributions of Non-
cash Assets to Owners’
AASB Interpretation 18 ‘Transfers of 1 July 2009 30 June 2010

Assets from Customers’

The director’s note that the impact of the initial application of the other Standards and Interpretations
not adopted is not yet known or is not reasonably estimable. These Standards and Interpretations will
be first applied in the financial report of the Group that relates to the annual reporting period beginning
on or after the effective date of each pronouncement.

Critical accounting judgements and key sources of estimation uncertainty

In the application of the Group’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 affects both current and future
periods.

Key sources of estimation uncertainty
The following are the key assumptions concerning the future, and other key sources of estimation

uncertainty at the balance sheet date, that have a significant risk of causing a material adjustment to
the carrying amounts of assets and liabilities within the next financial year:
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2009

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

Development Properties

Development properties represent those costs which are either directly incurred or have been
transferred from Exploration and Evaluation expenditure following a decision to develop. These costs
will then be amortised over the life of the reserves associated with the area of interest once mining
operations have commenced. Recoverability of the carrying amount of Development properties is
dependent on successful development and commercial exploitation, or alternatively, sale of the areas
of interest.

Significant accounting policies

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

(a) Going Concern Basis

The financial report has been prepared on the going concern basis, which contemplates the continuity
of normal business activity and the realisation of assets and the settlement of liabilities in the normal
course of business.

The Company and the Consolidated Entity have incurred a net loss after tax for the year ended 30
June 2009 of $1,481,030 and $3,397,827 respectively and experienced net cash outflows from
operating activities of $1,715,806 and $3,426,815 respectively. As at 30 June 2009 the Company and
the Consolidated Entity had positive net current assets of $3,679,101 and $21,360,376 respectively.

As disclosed in Subsequent Events, the Company has reached agreement for the sale of its 70%
interest in the Zheng Guang gold project. In addition, it will be repaid the amounts which have been
previously advanced to the joint venture entity.

(b) Basis of Consolidation

The consolidated financial statements incorporate the financial statements of the Company and entities
controlled by the Company (its subsidiaries) as at 30 June 2009 and the results of all subsidiaries for
the year then ended. Leyshon Resources Limited and its subsidiaries together are referred to as the
Group or the Consolidated Entity. A list of subsidiaries is provided in Note 22.

Subsidiaries are all those entities (including special purpose entities) over which the Group has the
power to govern the financial and operating policies so as to obtain benefits from their activities,
generally accompanying a shareholding of more than one-half of the voting rights. The existence and
effect of potential voting rights that are currently exercisable or convertible are considered when
assessing whether the Group controls another entity.

Subsidiaries are fully consolidated from the date on which control is transferred to the Group. They are
de-consolidated from the date that control ceases.

The purchase method of accounting is used to account for the acquisition of subsidiaries by the Group
(refer to note 1(i)). Subsequent to initial recognition, investments in subsidiaries are measured at cost
in the Company’s financial statements.

Intercompany transactions and balances, and unrealised gains on transactions between Group
companies, are eliminated. Unrealised losses are also eliminated unless the transaction provides
evidence of the impairment of the asset transferred. Accounting policies of subsidiaries have been
changed where necessary to ensure consistency with the policies adopted by the Group.

Minority interests in the results and equity of subsidiaries are shown separately in the consolidated
income statement and balance sheet respectively.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2009

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’'d)
(c) Joint Venture Arrangements

The Group accounts for its interests in jointly controlled entities with proportionate consolidation.
Proportionate consolidation is a method of accounting whereby the Group’s share of each of the
assets, liabilities, income and expenses of its jointly controlled entities is reported on a line-by-line
basis in the consolidated entity's financial statements. The Group considers that proportionate
consolidation provides users of the financial report with reliable and relevant information.

Given that the Group’s main asset is its 70% interest in Black Dragon Mining Company Limited,
proportionate consolidation enables the Group to present its share of the assets, liabilities, income and
expenses on the face of the balance sheet and income statement.

(d) Segment Reporting

A business segment is a group of assets and operations engaged in providing products or services
that are subject to risks and returns that are different to those of other business segments. A
geographical segment is engaged in providing products or services within a particular economic
environment and is subject to risks and returns that are different from those of segments operating in
other economic environments.

(e) Foreign Currency Translation

(i) Functional and presentation currency

Items included in the financial statements of each of the Group’s entities are measured using the
currency of the primary economic environment in which the entity operates (“the functional currency”).
The consolidated financial statements are presented in Australian dollars, which is the Company's
functional and presentation currency. Refer to note 1(e)(iv) for details of a change in the functional
currency of a subsidiary.

(ii) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation at period-end exchange rates of monetary
assets and liabilities denominated in foreign currencies are recognised in the income statement.

(iif) Group companies

The results and financial position of all the Group entities (none of which has the currency of a
hyperinflationary economy) that have a functional currency different from the presentation currency are
translated into the presentation currency as follows:

e Assets and liabilities for each balance sheet presented are translated at the closing rate at the
date of that balance sheet;

e Income and expenses for each income statement are translated at average exchange rates
(unless this is not a reasonable approximation of the cumulative effect of the rates prevailing
on the transaction dates, in which case income and expenses are translated at the dates of the
transactions); and

e All resulting exchange differences are recognised as a separate component of equity in the
foreign currency translation reserve.

Where a foreign operation is sold or borrowings repaid, a proportionate share of such exchange
differences are recognised in the income statement as part of the gain or loss on sale.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets
and liabilities of the foreign entity and translated at the closing rate.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2009

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’'d)
(iv) Change in functional currency of Black Dragon Mining Company Limited

Following receipt of the necessary approvals during 2006, the operations of Black Dragon have been
separated from China Metals and conducted in China, through bank accounts held in United States
dollars and Chinese Renminbi, with payments being made primarily in Chinese Renminbi. Accordingly,
the functional currency of Black Dragon is Chinese Renminbi and the accounts of Black Dragon are
prepared in this currency.

(f) Revenue Recognition

Revenue is measured at the fair value of the consideration received or receivable. The following
specific recognition criteria must also be met before revenue is recognised:

Interest

Interest is recognised on a time proportionate basis that takes into account the effective yield on the
financial asset.

(g) Income Tax

The income tax expense or income for the period is the tax payable on the current period’s taxable
income based on the national income tax rate for each jurisdiction adjusted by changes in deferred tax
assets and liabilities attributable to temporary differences between the tax bases of assets and
liabilities and their carrying amounts in the financial statements, and to unused tax losses.

Deferred tax assets and liabilities are recognised for temporary differences at the tax rates expected to
apply when the assets are recovered or liabilities are settled, based on those tax rates which are
enacted or substantively enacted for each jurisdiction. The relevant tax rates are applied to the
cumulative amounts of deductible and taxable temporary differences to measure the deferred tax asset
or liability. An exception is made for certain temporary differences arising from the initial recognition of
an asset or a liability. No deferred tax asset or liability is recognised in relation to these temporary
differences if they arose in a transaction, other than a business combination, that at the time of the
transaction did not affect either accounting profit or taxable profit or loss.

Deferred tax assets are recognised for deductible temporary differences and unused tax losses only if
it is probable that future taxable amounts will be available to utilise those temporary differences and
losses.

Current and deferred tax balances attributable to amounts recognised directly in equity are also
recognised directly in equity.

Leyshon Resources Limited and its wholly owned Australian controlled entities have not implemented
the tax consolidation legislation.

(h) Operating Leased Assets

Leases are classified at their inception as either operating or finance leases based on the economic
substance of the agreement so as to reflect the risks and benefits incidental to ownership.

Operating leased assets, where the lessor effectively retains substantially all of the risks and benefits
of ownership of the leased item, are not capitalised and rental payments are expensed to the income
statement over the lease term on a straight line basis except where another systematic basis is more
representative of the time pattern in which economic benefits from the leased asset are consumed.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2009

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’'d)
(i) Acquisition of Assets

The purchase method of accounting is used to account for all acquisitions of assets (including
business combinations) regardless of whether equity instruments or other assets are acquired. Cost is
measured as the fair value of the assets given, shares issued or liabilities incurred or assumed at the
date of exchange plus costs directly attributable to the acquisition. Where equity instruments are
issued in an acquisition, the value of the instruments is their published market price as at the date of
exchange unless, in rare circumstances, it can be demonstrated that the published price at the date of
exchange is an unreliable indicator of fair value and that other evidence and valuation methods provide
a more reliable measure of fair value. Transaction costs arising on the issue of equity instruments are
recognised directly in equity.

Identifiable assets acquired and liabilities and contingent liabilities assumed in a business combination
are measured initially at their fair values at the acquisition date, irrespective of the extent of any
minority interest. The excess of the cost of acquisition over the fair value of the Group’s share of the
identifiable net assets acquired is recorded as goodwill. If the cost of acquisition is less than the fair
value of the net assets of the subsidiary acquired, the difference is recognised directly in the income
statement, but only after a reassessment of the identification and measurement of the net assets
acquired.

Where settlement of any part of cash consideration is deferred, the amounts payable in the future are
discounted to their present value as at the date of exchange. The discount rate used is the entity's
incremental borrowing rate, being the rate at which a similar borrowing could be obtained from an
independent financier under comparable terms and conditions.

() Impairment of Assets

Assets are reviewed for impairment whenever events or changes in circumstances indicate that the
carrying amount may not be recoverable. An impairment loss is recognised for the amount by which
the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is the higher of
an asset'’s fair value less costs to sell and value in use. For the purposes of assessing impairment
where an asset does not generate cash flows that are independent from other assets, assets are
grouped at the lowest levels for which there are separately identifiable cash flows (cash generating
units).

(k) Cash and Cash Equivalents

“Cash and cash equivalents” includes cash on hand, deposits held at call with financial institutions,
other short-term highly liquid investments that are readily convertible to known amounts of cash and
which are subject to an insignificant risk of changes in value, and bank overdrafts. Bank overdrafts are
shown within borrowings in current liabilities on the balance sheet.

() Receivables

Trade and other receivables are recognised initially at fair value and subsequently measured at
amortised cost less provision for doubtful debts. Trade receivables are due for settlement no more
than 30 days from the date of recognition.

(m) Other Financial Assets

The Group classifies its investments in the following categories: financial assets at fair value through

profit or loss, loans and receivables, held-to-maturity investments, and available-for-sale financial
assets. The classification depends on the purpose for which the investments were acquired.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2009

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’'d)

(i) Financial assets at fair value through profit or loss

This category has two sub-categories: financial assets held for trading, and those designated at fair
value through profit or loss on initial recognition. Derivatives are also categorised as held for trading
unless they are designated as hedges. Assets in this category are classified as current assets if they
are either held for trading or are expected to be realised within twelve months of the balance sheet
date.

(ii) Loans and receivables

Trade receivables, loans and other receivables are recorded at amortised costs less impairment.
(n) Fair value estimation

The fair value of financial assets and financial liabilities must be estimated for recognition and
measurement.

The fair value of financial instruments traded in active markets (such as publicly traded derivatives, and
trading and available-for-sale securities) is based on quoted market prices at the balance sheet date.
The quoted market price used for financial assets held by the Group is the current bid price; the
appropriate quoted market price for financial liabilities is the current ask price.

(o) Non-current assets held for sale

Non-current assets and disposal groups are classified as held for sale if their carrying amount will be
recovered principally through a sale transaction rather than through continuing use. This condition is
regarded as met only when the sale is highly probable and the asset (or disposal group) is available for
immediate sale in its present condition. Management must be committed to the sale, which should be
expected to qualify for recognition as a completed sale within one year from the date of classification.

Non-current assets (and disposal groups) classified as held for sale are measured at the lower of their
previous carrying amount and fair value less costs to sell.

(p) Property, Plant and Equipment

Plant and equipment is stated at historical cost less depreciation. Historical cost includes expenditure
that is directly attributable to the acquisition of the items.

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 Group 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.
Plant and equipment are depreciated at rates based upon their expected useful lives as follows:

Life Method

Plant and Equipment 2 - 15 years Diminishing value

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each balance
sheet date.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2009

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

An asset's carrying amount is written down immediately to its recoverable amount if the asset’s
carrying amount is greater than its estimated recoverable amount (note 1(j)). Gains and losses on
disposals are determined by comparing proceeds with carrying amount. These are included in the
income statement.

(q) Payables

These amounts represent liabilities for goods and services provided to the Group prior to the end of the
financial period which are unpaid. The amounts are unsecured and are usually paid within 30 days of
recognition.

(r) Employee Benefits

Liabilities for wages and salaries, including non-monetary benefits, annual leave, accumulating sick
leave and long service leave expected to be settled within twelve months of the reporting date are
recognised in provisions in respect of employees’ services up to the reporting date and are measured
at the amounts expected to be paid when the liabilities are settled. Liabilities for non-accumulating sick
leave are recognised when the leave is taken and measured at the rates paid or payable.

The liability for long service leave not expected to be settled within 12 months is recognised in the
provision for employee benefits and measured as the present value of expected future payments to be
made in respect of services provided by employees up to the reporting date. Consideration is given to
expected future wage and salary levels, experience of employee departures and periods of service.
Expected future payments are discounted using market yields at the reporting date on national
government bonds with terms to maturity and currency that match, as closely as possible, the
estimated future cash outflows.

Contributions to the defined contribution superannuation fund are recognised as an expense as they
become payable. Prepaid contributions are recognised as an asset to the extent that a cash refund or
a reduction in future payments is available.

(s) Issued Capital

Issued and paid up capital is recognised at the fair value of the consideration received by the
Company.

Incremental costs directly attributable to the issue of new shares or options are shown in equity as a
deduction, net of tax, from the proceeds.

(t) Dividends

Provision is made for the amount of any dividend declared on or before the end of the year but not
distributed at balance date.

(u) Earnings per Share (EPS)

Basic earnings per share is calculated by dividing the consolidated profit/(loss) attributable to equity
holders of the company, excluding any costs of servicing equity other than ordinary shares, by the
weighted average number of ordinary shares outstanding during the year, adjusted for bonus elements
in ordinary shares issued during the year.

Diluted earnings per share adjusts the figures used in the determination of basic earnings per share to
take into account the after income tax effect of interest and other financing costs associated with
dilutive potential ordinary shares and the weighted average number of shares assumed to have been
issued for no consideration in relation to dilutive potential ordinary shares.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2009

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’'d)
(v) Exploration and evaluation expenditure

Exploration and evaluation expenditure encompasses expenditures incurred by the Group in
connection with the exploration for and evaluation of mineral resources before the technical feasibility
and commercial viability of extracting a mineral resource are demonstrable.

Exploration and evaluation expenditure incurred by the Group is accumulated for each area of interest
and recorded as an asset if:

(1)  therights to tenure of the area of interest are current; and
(2)  atleast one of the following conditions is also met:

0] the exploration and evaluation expenditures are expected to be recouped through
successful development and exploitation of the area of interest, or alternatively, by
its sale; and/or

(ii) 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.

For each area of interest, expenditure incurred in the acquisition of rights to explore is capitalised,
classified as tangible or intangible, and recognised as an exploration and evaluation asset. Exploration
and evaluation assets are measured at cost at recognition. Exploration and evaluation expenditure
incurred by the Group subsequent to acquisition of the rights to explore is expensed as incurred.

(w) Development Expenditure

Development expenditure represents the costs incurred in preparing mines for production. The costs
are carried forward to the extent that these costs are expected to be recouped through the successful
exploitation of the Company’s mining properties and then amortised over the life of the reserves
associated with the area of interest once mining operations have commenced.

Development expenditure is reviewed at each reporting date to establish whether an indication of
impairment exists. If any such indication exists, the recoverable amount of the development
expenditure 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.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2009

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’'d)
(x) Goods and Services Tax
Revenues, expenses and assets are recognised net of the amount of GST except:

. where the GST incurred on a purchase of goods and services is not recoverable from the
taxation authority, in which case the GST is recognised as part of the cost of acquisition of
the asset or as part of the expense item as applicable; and

. receivables and payables are stated with the amount of GST included.

The net amount of GST recoverable from, or payable to, the taxation authority is included as part of
receivables or payables in the balance sheet.

Cash flows are included in the Cash Flow Statement on a gross basis and the GST components of
cash flows arising from investing and financing activities, which are recoverable from, or payable to,
the taxation authority are classified as operating cash flows.

Commitments and contingencies are disclosed net of the amount of GST recoverable from, or payable
to, the taxation authority.

(y) Share Based Payments

Share based payments may be provided to directors, employees, consultants and other advisors.

For shares issued as payment, the fair value of the shares issued is recognised as an expense with a
corresponding increase in equity. The fair value of the shares issued is based on the volume weighted
average share price on the ASX for the previous 10 trading days before they are issued.

For share options granted after 7 November 2002 and vested after 1 January 2005, the following
treatment is adopted:

The fair value of options granted is recognised as an expense with a corresponding increase in equity.
The fair value is measured at grant date and recognised over the period during which the holders
become unconditionally entitled to the options.

The fair value at grant date is independently determined using a Black-Scholes option pricing model
that takes into account the exercise price, the term of the option, the share price at grant date and
expected price volatility of the underlying share, the expected dividend yield and the risk-free interest
rate for the term of the option.

The fair value of the options granted excludes the impact of any non-market vesting conditions. Non-
market vesting conditions are included in assumptions about the number of options that are expected
to become exercisable. At each balance sheet date, the entity revises its estimate of the number of
options that are expected to become exercisable. The expense recognised each period takes into
account the most recent estimate.

Upon the exercise of options, the balance of the reserve relating to those options is transferred to
share capital.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2009

2. LOSS FROM OPERATIONS

(&) Revenue
Revenue consisted of the following items:

Interest received/receivable
Total revenue

(b) Loss before income tax
Loss before income tax has been arrived at after
crediting the following gains:

Sundry income
Total other income

Loss before income tax has been arrived at after
charging the following losses and expenses:

Depreciation and amortisation

- plant and equipment

Net movement in provisions for

- employee entitlements

Exploration expenses

Foreign exchange (gain)/loss

Rental expense relating to operating leases
(minimum lease payments)

Equity settled share based payments

Post-employment benefits

Consolidated

Continuing Discontinued Total Continuing Discontinued Total
2009 2008 2009 2008 2009 2008 2009 2008 2009 2008
$ $ $ $ $ $ $ $

518,802 1,048,631 - - 518,802 1,048,631 280,597 880,475 280,597 880,475
518,802 1,048,631 - - 518,802 1,048,631 280,597 880,475 280,597 880,475
4,093 20,995 - - 4,093 20,995 4,060 19,910 4,060 19,910
4,093 20,995 - - 4,093 20,995 4,060 19,910 4,060 19,910
13,408 17,710 - - 13,408 17,710 3,147 3,720 3,147 3,720
(75,495) 57,019 - - (75,495) 57,019 61,112 (76,279) 61,112
527,682 5,026,168 1,463,883 - 1,991,565 5,026,168 301,779 439,489 301,779 439,489
(138,765) 1,656,234 - - (138,765) 1,656,234 (138,570) 1,654,400 (138,570) 1,654,400
126,669 120,796 - - 126,669 120,796 - - - -
46,336 1,558,523 - - 46,336 1,558,523 46,336 1,558,523 46,336 1,558,523
12,798 33,748 i i 12,798 33,748 8,508 21,796 8,508 21,796
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2009

28. FINANCIAL RISK MANAGEMENT (cont’'d)

Cash flow sensitivity analysis for variable rate instruments

A change of 100 basis points in interest rates at the reporting date would have increased (decreased)
equity and profit or loss by the amounts shown below. This analysis assumes that all other variables, in

particular foreign currency rates, remain constant. The analysis is performed on the same basis for
2008.

Consolidated Company
Other Equity Profit or loss Other Equity Profit or loss
A$ AS$ AS AS
30 June 2009
Variable rate instruments - 78,611 - 38,341
30 June 2008
Variable rate instruments - 147,765 - 145,293

Commodity Price Risk

The Group is still operating primarily in the evaluation and development phase and accordingly the
Group'’s financial assets and liabilities are not yet subject to commaodity price risk.

Capital Management

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a
going concern and to maintain a strong capital base sufficient to maintain future exploration and
development of its projects. In order to maintain or adjust the capital structure, the Group may return
capital to shareholders, issue new shares or sell assets to reduce debt. The Group’s focus has been to
raise sufficient funds through equity to fund exploration and evaluation activities.

There were no changes in the Group’s approach to capital management during the year. Risk
management policies and procedures are established with regular monitoring and reporting.

Neither the Company nor any of its subsidiaries are subject to externally imposed capital requirements.

The capital structure of the Group consists of equity attributable to equity holders of the parent,
comprising issued capital, reserves and retained losses as disclosed in Notes 15, 16 and 17
respectively.

29. SHARE BASED PAYMENTS

The Company does not have a formal employee share option plan, however the Board has from time
to time granted shares or options to employees and officers on a discretionary basis as it is considered
that this provides a cost-effective and efficient means of remunerating and incentivising employees. In
addition, shareholders have in General Meeting approved the granting of all incentive options to
Directors. The share based payment expenses have been recognised in respect of the fair value of
shares or options granted as remuneration.



NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2009

29. SHARE BASED PAYMENTS (cont'd)

Valuation of Securities

30 June 2009

There were no options granted by the Company during the year. In October 2008 there were 144,801
fully paid ordinary shares issued to employees of the Company in accordance with agreements for
negotiated salary reductions. Valuation of the shares was determined from the volume weighted
average price on ASX over a 10 day period prior to issue.

30 June 2008

Advice was sought by the Company in relation to the value of options granted during the year. Based
on this advice, the value of the securities was calculated as follows:

The fair value of the options was estimated on the date of grant using the Black Scholes Valuation
Model with the following assumptions:

$0.70 - 2010 $0.70 - 2011
Options Options
Dividend yield - -
Volatility 75% 62%
Risk-free interest rate 6.59% 6.25%
Expected life of option 3 years 3.2 years
Underlying security spot price $0.61 $0.520

The dividend yield reflects the assumption that the current dividend payout will remain unchanged. The
expected life of the options is based on historical data and is not necessarily indicative of exercise
patterns that may occur. The expected volatility reflects the assumption that the historical volatility is
indicative of future trends, which may also not necessarily be the actual outcome.

The resulting fair values per option for the options granted are:

Number of Exercise  Expiry date Grant date Vesting dates Fair value per
Options price option
4,000,000 $0.70 30 Nov 2010 4 Dec 2007 Vest immediately $0.305

750,000 $0.70 30 Jun 2011 8 Apr 2008 350,000 vest $0.204

immediately and
400,000 on 7 May 2008
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30. DISCONTINUED OPERATIONS

On 22 September, the Company announced that it had entered into agreements with Heilongjiang
Heilong Mining Company Limited (Heilong) for the sale of China Metals Pty Ltd’s (CMPL) interest in
Black Dragon Mining Company Limited (BDM), the entity that holds the rights to the Zheng Guang gold
project. Refer to Subsequent Events for further details of the agreement.

The results of the discontinued operation which have been included in the income statement are as
follows:

Consolidated Entity

2009 2008
$ $
Loss for the year from discontinued operations
Revenue - -
Expenses
Exploration expenses (1,463,883) -

Loss before income tax (1,463,883) -
Attributable income tax expense - -

(1,463,883) -
Gain/(loss) on remeasurement to fair value less costs to sell - -

(1,463,883) -
Attributable income tax expense - -
Loss for the year from discontinued operations (1,463,883) -
Cash flows from discontinued operations
Net cash flows from operating activities (809,543) -
Net cash flows from investing activities (1,041,203) -
Net cash flows from financing activities - -
Net cash flows (1,850,746) -

The major classes of assets and liabilities comprising the operations classified as held for sale at
balance date are as follows:

Property, plant and equipment 12,752 -
Other financial assets 4,026,976 -
Development properties 20,288,355

Total assets classified as held for sale 24,328,083 -
Trade and other payables 1,758,919 -
Deferred tax liabilities 3,604,688 -
Total liabilities classified as held for sale 5,363,607 --
Net assets classified as held for sale 18,964,476 -
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Independent Auditor’s Report
to the members of Leyshon Resources Limited

We have audited the accompanying financial report of Leyshon Resources Limited, which comprises
the balance sheet as at 30 June 2009 and the income statement, cash flow statement and statement of
changes in equity for the year ended on that date, a summary of significant accounting policies, other
explanatory notes and the directors’ declaration of the consolidated entity comprising the company
and the entities it controlled at the year’s end or from time to time during the financial year as set out
on pages 16 to 56.

Directors’ Responsibility for the Financial Report

The directors of the company are responsible for the preparation and fair presentation of the financial
report in accordance with Australian Accounting Standards (including the Australian Accounting
Interpretations) and the Corporations Act 2001. This responsibility includes establishing and
maintaining internal control relevant to the preparation and fair presentation of the financial report that
is free from material misstatement, whether due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estimates that are reasonable in the circumstances. In
Note 1, the directors also state, in accordance with Accounting Standard AASB 101 Presentation of
Financial Statements, that compliance with the Australian equivalents to International Financial
Reporting Standards ensures that the financial report, comprising the financial statements and notes
complies with International Financial Reporting Standards.

Auditor’s Responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We conducted
our audit in accordance with Australian Auditing Standards. These Auditing Standards require that we
comply with relevant ethical requirements relating to audit engagements and plan and perform the
audit to obtain reasonable assurance whether the financial report is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial report. The procedures selected depend on the auditor’s judgement, including the
assessment of the risks of material misstatement of the financial report, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial report in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by the directors, as well as
evaluating the overall presentation of the financial report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Liability limited by a scheme approved under Professional Standards Legislation.
Member of Deloitte Touche Tohmatsu



Auditor’s Independence Declaration

In conducting our audit, we have complied with the independence requirements of the Corporations
Act 2001.

Auditor’s Opinion
In our opinion:

(a) the financial report of Leyshon Resources Limited is in accordance with the Corporations Act
2001, including:
(i) giving a true and fair view of the company’s and consolidated entity’s financial position as at
30 June 2009 and of their performance for the year ended on that date; and
(ii) complying with Australian Accounting Standards (including the Australian Accounting
Interpretations) and the Corporations Regulations 2001; and

(b) the financial report also complies with International Financial Reporting Standards as disclosed in
Note 1.

Report on the Remuneration Report

We have audited the Remuneration Report included included in the directors’ report on pages 8 to 13
of the directors’ report for the year ended 30 June 2009. The directors of the company are responsible
for the preparation and presentation of the Remuneration Report in accordance with section 300A of
the Corporations Act 2001. Our responsibility is to express an opinion on the Remuneration Report,
based on our audit conducted in accordance with Australian Auditing Standards.

Auditor’s Opinion

In our opinion the Remuneration Report of Leyshon Resources Limited for the year ended 30 June
2009, complies with section 300A of the Corporations Act 2001.

Delon e Touek  Danake,

DELOITTE TOUCHE TOHMATSU

L Karamfiles

Partner

Chartered Accountants
Perth, 29 September 2009



CORPORATE GOVERNANCE STATEMENT

Leyshon Resources Limited is committed to creating and building sustainable value for shareholders and
protecting stakeholder interests. The Company recognises that high standards of corporate governance
are essential to achieving that objective. The Company continues to develop and review its corporate
governance practices. This statement summarises the Corporate Governance policies and practices
adopted by the Company.

Additional information can be found on the Company’s website at www.leyshonresources.com.

Role of the Board

The Board represents shareholders’ interests in continuing a successful business, which seeks to
optimise medium to long-term financial gains for shareholders. By not focusing on short-term gains for
shareholders, the Board believes that this will ultimately result in the interests of all stakeholders being
appropriately addressed when making business decisions.

The Board is responsible for ensuring that the Group is managed in such a way to best achieve this
desired result. Given the current size and operations of the business, the Board currently undertakes an
active, not passive role.

The Board is responsible for evaluating and setting the strategic directions for the Group, establishing
goals for management and monitoring the achievement of these goals. The Managing Director is
responsible to the Board for the day-to-day management of the Group.

The Board has sole responsibility for the following:

e Appointing and removing the Managing Director and any other executives and approving their
remuneration;

e Appointing and removing the Company Secretary / Chief Financial Officer and approving their
remuneration;

e Determining the strategic direction of the Group and measuring performance of management
against approved strategies;

o Review of the adequacy of resources for management to properly carry out approved strategies
and business plans;

e Adopting operating and capital expenditure budgets at the commencement of each financial
year and monitoring the progress by both financial and non-financial key performance
indicators;

Monitoring the Group’s medium term capital and cash flow requirements;
Approving and monitoring financial and other reporting to regulatory bodies, shareholders and
other organisations;

e Determining that satisfactory arrangements are in place for auditing the Group’s financial
affairs;

e Review and ratify systems of risk management and internal compliance and control, codes of
conduct and compliance with legislative requirements; and

e Ensuring that policies and compliance systems consistent with the Group’s objectives and best
practice are in place and that the Company and its officers act legally, ethically and responsibly
on all matters.

The Board’s role and the Group’s corporate governance practices are being continually reviewed and
improved as required.

Whilst at all times the Board retains full responsibility for guiding and monitoring the Company, in

discharging its stewardship it makes use of sub-committees. Specialist committees are able to focus on a
particular responsibility and provide informed feedback to the Board.
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To this end the Board has established the following committees:

e Audit
e Remuneration.

The roles and responsibilities of these committees are discussed later within this Corporate Governance
Statement.

Management Functions

The Company has established the functions that are reserved for management. Management is
responsible, on a shared basis with and subject to the approval of the Board, for developing strategy, and
is directly responsible for implementing the strategies into the Company’s business activities.
Management is also responsible for safeguarding the Company’s assets, maximizing the utilization of
available resources and for creating wealth for Leyshon’s shareholders.

Composition of Board

The Board comprises four Directors, being one executive Director and three non-executive Directors.
The three non-executive Directors are considered to be independent. Therefore, the Board comprises a
majority of independent Directors.

Director Independent Non-executive  Term in office
John Fletcher Yes Yes 3 years

Paul Atherley No — Managing Director No 5 years
Richard Seville Yes Yes 2 years
Andrew Berry Yes Yes 1 year

Evaluation of the Board, Committees and Senior Management

The Board has adopted a self-evaluation process to measure its own performance and the performance
of its committees during each financial year. Also, an annual review is undertaken in relation to the
composition and skills mix of the directors of the Company.

Arrangements put in place by the Board to monitor the performance of the Group’s executives include:

a review by the Board of the Group'’s financial performance; and

annual performance appraisal meetings incorporating analysis of key performance indicators with
each individual to ensure that the level of reward is aligned with respective responsibilities and
individual contributions made to the success of the Company.

Board Committees
Audit Committee

The Board has established an Audit Committee which operates under a charter approved by the Board. It
is the Board'’s responsibility to ensure that an effective internal control framework exists within the entity.
This includes internal controls to deal with both the effectiveness and efficiency of significant business
processes, the safeguarding of assets, the maintenance of proper accounting records, and the reliability
of financial information as well as non-financial considerations. The Board has delegated responsibility
for establishing and maintaining a framework of internal control and ethical standards to the Audit
Committee.

The Committee also provides the Board with additional assurance regarding the reliability of financial

information for inclusion in the financial reports. The members of the Audit Committee during the year
were:
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Mr. Andrew Berry (Committee chairman — appointed 19 March 2009)
Mr. John Fletcher
Mr. Richard Seville

Following the appointment of Mr. Berry to the Audit Committee, the structure of the Committee now
complies with Recommendation 4.2.

Quialifications of audit committee members

Mr. Berry’'s qualifications include a Master of Business Administration degree and he has more than 35
years financial experience mainly with Chase Manhattan Bank in the Far East and Australia. He is
currently the Chairman of Viridis Investment Management Limited which is the Responsible Entity of the
ASX listed Viridis Clean Energy Group and has been Non-Executive Director of several listed and
unlisted Australian resource focused companies.

Mr Fletcher has acquired extensive international corporate experience in executive and non-executive
directorships, including main Board Director of the Trafalgar Group ("Trafalgar") for more than 20 years,
which at the time was one of the UK'’s largest industrial groups. In 1996, he was awarded the title of CBE
(Commander of the British Empire) for his contribution to British industry.

Mr Seville is a mining geologist and geotechnical engineer with 25 years relevant industry experience. Mr
Seville also has significant corporate experience and has held the roles of operations director and/or
managing director for ASX/AIM listed companies since 1994,

A copy of the Audit Committee Charter is available on the Company’s website

Remuneration Committee

The Board is responsible for determining and reviewing compensation arrangements for the directors
themselves and the chief executive officer and executive team. The Board has established a
Remuneration Committee, comprising two non-executive directors. Members of the Remuneration

Committee throughout the year were:

Mr. John Fletcher (Committee chairman)
Mr. Richard Seville

For details on the number of meetings of the Remuneration Committee held during the year and the
attendees at those meetings, refer to the Directors' Report.

A copy of the Remuneration Committee Charter is available on the Company’s website

Nomination Committee

A separate Nomination Committee has not been formed. 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 to enable identification or
attributes required in new Directors. Where appropriate, independent consultants are engaged to identify
possible new candidates for the Board.

Independent professional advice and access to Company information

All Directors have the right of access to all relevant Company information, to the Company’s executives

and, subject to prior consultation with the Chairman, may seek independent professional advice
concerning any aspect of the Company’s operations or undertakings at the Company’s expense.
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Code of Conduct

The Board acknowledges the need for continued maintenance of the highest standard of corporate
governance practice and ethical conduct by all Directors and employees of the Company.

The Board has adopted a Code of Conduct for Directors to promote ethical and responsible decision-
making by the Directors. The code is based on a code of conduct for Directors prepared by the
Australian Institute of Company Directors.

The principles of the code are:

e Adirector must act honestly, in good faith and in the best interests of the company as a whole.

e A director has a duty to use due care and diligence in fulfilling the functions of office and
exercising the powers attached to that office.

e A director must use the powers of office for a proper purpose, in the best interests of the
company as a whole.

e A director must recognise that the primary responsibility is to the Company’s shareholders as a
whole but should, where appropriate, have regard for the interest of all stakeholders of the
company.

e A director must not make improper use of information acquired as a director.

e Adirector must not take improper advantage of the position of director.

e A director must not allow personal interests, or the interests of any associated person, to
conflict with the interests of the company.

e A director has an obligation to be independent in judgment and actions and to take all
reasonable steps to be satisfied as to the soundness of all decisions taken as a Board.

e Confidential information received by a director in the course of the exercise of directorial duties
remains the property of the Company and it is improper to disclose it, or allow it to be disclosed,
unless that disclosure has been authorised by the Company, or the person from whom the
information is provided, or is required by law.

e Adirector should not engage in conduct likely to bring discredit upon the company.

e Addirector has an obligation at all times, to comply with the spirit, as well as the letter of the law
and with the principles of the Code.

The principles are supported by guidelines as set out by the Australian Institute of Company Directors
for their interpretation. Directors are also obliged to comply with the Company’s Code of Ethics and
Conduct, as outlined below.

Code of Ethics and Conduct

The Company has implemented a Code of Ethics and Conduct, which provides guidelines aimed at
maintaining high ethical standards, corporate behaviour and accountability within the Company.

All employees and directors are expected to:

respect the law and act in accordance with it;

respect confidentiality and not misuse company information, assets or facilities;

value and maintain professionalism;

avoid real or perceived conflicts of interest;

act in the best interests of shareholders;

by their actions contribute to the company’s reputation as a good corporate citizen which seeks

the respect of the community and environment in which it operates;

o perform their duties in ways that minimise environmental impacts and maximise workplace
safety;

e exercise fairness, courtesy, respect, consideration and sensitivity in all dealings within their
workplace and with customers, suppliers and the public generally; and

e act with honesty, integrity decency and responsibility at all times.
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An employee that breaches the Code of Ethics and Conduct may face disciplinary action. If an
employee suspects that a breach of the Code of Ethics and Conduct has occurred or will occur, he or
she must that breach to management. No employee will be disadvantaged or prejudiced if he or she
reports in good faith a suspected breach. All reports will be acted upon and kept confidential.

Conflicts of Interest

In accordance with the Corporations Act and the Company’s Constitution, Directors must keep the
Board advised, on an ongoing basis, of any interest that could potentially conflict with those of the
Company. Where the Board believes that a significant conflict exists the Director concerned does not
receive the relevant board papers and is not present at the meeting whilst the item is considered.

Dealings in Company Securities

The Company’s share trading policy imposes basic trading restrictions on all employees of the
Company with ‘inside information’, and additional trading restrictions on the directors of the Company.
Inside information’ is information that:

e is not generally available; and
o if it were generally available, it would, or would be likely to influence investors in deciding
whether to buy or sell the Company’s securities.

If an employee possesses inside information, the person must not:

o trade in the Company’s securities;

e advise others or procure others to trade in the Company’s securities; or

e pass on the inside information to others — including colleagues, family or friends — knowing (or
where the employee or Director should have reasonably known) that the other persons will use
that information to trade in, or procure someone else to trade in, the Company’s securities.

This prohibition applies regardless of how the employee or Director learns the information (eg. even if
the employee or Director overhears it or is told in a social setting).

In addition to the above, Directors must notify the Company Secretary as soon as practicable, but not
later than 5 business days, after they have bought or sold the Company's securities or exercised
options. In accordance with the provisions of the Corporations Act and the Listing rules of the ASX, the
Company on behalf of the Directors must advise the ASX of any transactions conducted by them in the
securities of the Company.

Breaches of this policy will be subject to disciplinary action, which may include termination of
employment.

A copy of the Company’s Securities Dealing Policy is available on the Company’s website.
Continuous Disclosure

The Company is committed to providing relevant up-to-date information to its shareholders and the
broader investment community in accordance with its continuous disclosure obligations under the ASX
Listing Rules and the Corporations Act.
The Board has implemented a Continuous Disclosure Policy to ensure that information considered
material by the Company is immediately reported to the ASX Limited. Other information such as

Company presentations are also disclosed to the ASX and are on the Company’s website.

The Company’'s website provides access to all current and historical information, including ASX
announcements, financial reports and other releases.
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Shareholder Communication

In adopting a Continuous Disclosure Policy, the Board ensures that shareholders are provided with up-to-
date information.

Communication to shareholders is facilitated by the production of the annual report, quarterly and half
yearly reports, public announcements and the posting of all ASX announcements and other information
on the Company’s website.

Shareholders are encouraged to attend and participate in the Annual General Meeting of the Company.
Shareholders may raise questions at the AGM and the external auditor is in attendance at such meetings
to address any questions in relation to the conduct of the audit.

Risk Management

The Board is responsible for the oversight of the Company’s risk management and control framework.
Responsibility for control and risk management is delegated to the appropriate level of management
within the Company with the Managing Director and Chief Financial Officer having ultimate
responsibility to the Board for the risk management and control framework.

Areas of significant business risk to the Company are highlighted in the Business Plan presented to the
Board by the Managing Director each year.

Arrangements put in place by the Board to monitor risk management include regular reporting to the
Board in respect of operations and the financial position of the Group.

The Chief Executive Officer and Chief Financial Officer have provided a written statement to the Board

that:

e their view provided on the Company's financial report is founded on a sound system of risk
management and internal compliance and control which implements the financial policies adopted by
the Board; and

e that the Company’'s risk management and internal compliance and control system is operating
effectively in all material respects.
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ASX Best Practice Recommendations

The table below contains a list of each of the ASX Best Practice Recommendations and whether the
Company was in compliance with the recommendations at the end of the year. Where the Company
considers that it is divergent from these recommendations, or that it is not practical to comply, there is an
explanation of the Company’s reasons set out below the table.

Principle/Recommendation Complied Note
1 Lay solid foundations for management and
oversight

1.1 Establish and disclose the functions reserved to the
Board and those delegated to management.

<2

1.2 Disclose the process for evaluating the performance of
senior executives.

<2

2 Structure the Board to add value
21 | A majority of the Board should be independent
directors.

2.2 | The chair should be an independent director.

2|2 | <]

2.3 The roles of chair and chief executive officer should not
be exercised by the same individual.

2.4 The Board should establish a nomination committee.

2.5 Disclose the process for evaluating the performance of
the Board, its committees and individual directors.

<2 | X

3 Promote ethical and responsible decision making

3.1 Establish a code of conduct to guide the directors, the \/
chief executive officer (or equivalent), the chief financial
officer (or equivalent) and any other key executives as
to:

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

e 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.

3.2 Disclose the policy concerning trading in Company \/
securities by directors, officers and employees.

4 Safeguard integrity in financial reporting

4.1 The Board should establish an Audit Committee.

4.2 The Audit Committee should be structured so that it: \/ 2

e consists of only non-executive directors;

e consists of a majority of independent directors;

e is chaired by an independent chair, who is not chair
of the Board,;

e has at least three members.

4.3 The audit committee should have a formal charter. \/
5 Make timely and balanced disclosure
5.1 Establish written policies and procedures designed to \/

ensure compliance with ASX Listing Rule disclosure
requirements and to ensure accountability at a senior
management level for that compliance.
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Respect the rights of shareholders

Design and disclose a communications strategy to \/
promote effective communication with shareholders
and encourage effective participation at general
meetings.

Recognise and manage risk

Establish policies for the oversight and management of \/
material business risks and disclose a summary of
those policies.

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.

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.

Remunerate fairly and responsibly

8.1

The Board should establish a remuneration committee

8.2

< <2

Clearly distinguish the structure of non-executive
directors’ remuneration from that of executive directors
and senior executives.

Notes:

1.

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 to enable identification or attributes required in new
Directors. Where appropriate, independent consultants are engaged to identify possible new
candidates for the Board.

Following the appointment of Mr Andrew Berry to the Audit Committee on 19 March 2009, the
Company complies with all the requirements of Recommendation 4.2.

Various corporate governance practices are discussed within this statement and the Company’s Annual
Report. For further information on the Company’s corporate governance practices and policies, please
refer to our website: www.leyshonresources.com
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ADDITIONAL INFORMATION

The shareholder information set out below was applicable as at 30 September 2009.

1. TWENTY LARGEST SHAREHOLDERS

The names of the twenty largest holders of each class of listed securities are listed below:

Ordinary Shares

Name Number of | Percentage
Ordinary of Issued
Shares Shares
Held
Computershare Clearing Pty Ltd <CCNL DI A/C> 123,901,516 56.77%
North Asia Metals Ltd 29,000,000 13.29%
Newmont NGL Holdings Pty Ltd 7,819,801 3.58%
Standard Bank PLC 5,000,000 2.29%
Newmont Yandal Operations Limited 4,680,199 2.14%
Mr lan Peter Middlemas 3,500,000 1.60%
National Nominees Limited 2,707,850 1.24%
Cleveland Investment Global Limited 2,202,824 1.01%
ANZ Nominees Limited <Cash Income A/C> 2,159,071 0.99%
Yangtze Investment Pty Ltd 1,611,757 0.74%
HSBC Custody Nominees (Australia) Limited 1,472,699 0.67%
Mr Michael Kennedy & Mrs Anne Kennedy <M & A Kennedy SF A/c> 1,350,000 0.62%
Arredo Pty Ltd 1,341,611 0.61%
AWJ Family Pty Ltd <AW Johnson Family A/C> 1,336,530 0.61%
Merrill Lynch (Australia) Nominees Pty Ltd 1,329,925 0.61%
Nefco Nominees Pty Ltd 1,191,100 0.55%
Mr Gregory FP Jones <The Jones Family A/C> 1,083,585 0.50%
Showteam Enterprises Pty Ltd 1,012,933 0.46%
Shardee Pty Ltd <Superannuation A/C> 1,000,000 0.46%
Arredo Pty Ltd 900,000 0.41%
Total Top 20 194,601,401 89.16%
Others 23,654,291 10.84%
Total Ordinary Shares on Issue 218,255,692 100.00%

2. DISTRIBUTION OF EQUITY SECURITIES

Ordinary

30 November

30 November

30 November

30 June 2011

Shares | 2009 Options 2009 Options 2010 Options Options
exerciseable at | exerciseable at | exerciseable at | exerciseable at

40 cents 55 cents 70 cents 70 cents
1 - 1,000 306 - - - -
1,001 - 5,000 440 - - - -
5,001 - 10,000 157 - - - -
10,001 - 100,000 267 - - - -
100,001 - and over 63 2 1 3 1
Total 1,233 2 1 3 1

The number of shareholders holding less than a marketable parcel of Ordinary Shares at 30 September, 2009

was 611.

67




3. SUBSTANTIAL SHAREHOLDERS

The following details appear in the Company’s register of substantial shareholdings as at 30 September 2009:

Substantial Shareholder

Number of Shares

Newmont Mining Corporation

Paul Atherley 29,000,000
Baker Steel Capital Managers LLP 14,390,000
12,500,000

4, UNQUOTED SECURITIES

The names of the security holders holding more than 20% of each class of unlisted securities is as follows:

30 November

30 November

30 November

30 June 2010

2009 Options 2009 Options 2010 Options Options
exerciseable exerciseable exerciseable exerciseable
at 40 cents at b5 cents at 70 cents at 70 cents
Vic McLaglen 550,000 550,000 - -
Malcolm Wilson 150,000 - - -
Asian Cleveland Limited - - 1,000,000 -
Ockleston Nominees Pty Ltd - - 1,000,000 -
Apostman Holdings Pty Ltd - - 2,000,000 -
Dong Ping Ye - - - 750,000
Total 700,000 550,000 4,000,000 750,000
5. VOTING RIGHTS

Fully Paid Ordinary Shares

Subject to any rights or restrictions for the time being attached to any shares or class of shares of the
Company, each member of the Company is entitled to receive notice of, attend and vote at a general
meeting. Resolutions of members will be decided by a show of hands unless a poll is demanded. On

a show of hands each eligible voter present has one vote.

However, where a person present at a

general meeting represents personally or by proxy, attorney or representative more than one member,
on a show of hands the person is entitled to one vote only despite the number of members the person

represents.

On a poll each eligible member has one vote for each fully paid share held and a fraction of a vote for

each partly paid share determined by the amount paid up on that share.

Holders of options do not have voting rights.

6. ON-MARKET BUY BACK

There is currently no on-market buy back program for Leyshon Resources Limited’s listed securities.
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7. EXPLORATION INTERESTS

The Company has an interest in the following tenements:

PROJECT TENEMENT
CHINA
Zheng Guang Gold Project 70% No. 2300000330026
AUSTRALIA
MOUNT LEYSHON 100% ® ML 1546
ML 10144
ML 10148
ML 10149
ML 10172
ML 10173

NAME

ZHENG GUANG

GOLDEN STAR

MT LEYSHON

PUDDLER CREEK
WATER DAM GAP CREEK
EASTERN STAR
SOUTHERN STAR

@ on 28 February 2005, Leyshon Resources Limited entered into an Option Agreement with Echelon Resources
Limited pursuant to which Echelon was granted an option to acquire the Mount Leyshon tenements. To date this

option has not been exercised.
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