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STIRLING RESOURCES LIMITED

DIRECTORS' REPORT

The directors of Stirling Resources Limited present their report together with the financial report of Stirling Resources
Limited (the “Company”) and of the consolidated entity, being the Company and its controlled entities (“the Group™)
for the financial year 1 July 2009 to 30 June 2010.

DIRECTORS

The names of the directors of the Company in office during the course of the financial year and up to the date of this

report are as follows:

David Nabarro

(Chairman, since 29 June 2010) (Appointed on 21 September 2009)

Rohtraut Skatsche-Depisch

George Bedineishvili
Roman Lurf

Martin Adams

Nigel Goodall
Michael Kiernan
James Kiernan
Jeremy Shervington
Paul Page

Richard Poole
Anthony Coulepis

(Appointed on 29 June 2010)

(Appointed on 14 July 2010)

(Appointed on 15 September 2010)

(Resigned on 29 June 2010)

(Resigned on 29 June 2010)

(Appointed on 13 July 2009, chairman on 27 July 2009, resigned on 18 June 2010)
(Resigned on 12 March 2010)

(Resigned on 27 July 2009)

(Resigned on 24 July 2009)

Unless otherwise indicated, all directors held their position as a director throughout the entire financial year and up to

the date of this report.

INFORMATION ON DIRECTORS

Director

Qualifications, experience and special responsibilities

David Nabarro

Rohtraut Skatsche-
Depisch

Non-Executive Chairman.

Mr Nabarro has 40 years broking and finance experience in mid cap resources companies in the
UK and overseas. Mr Nabarro works as a regulated financial industry practitioner in the City of
London. He founded Nabarro Wells Co Limited in 1990, growing the company into one of UK's
leading independent small to medium cap corporate finance houses. In 2008, Nabarro Wells was
acquired by the AIM listed Ambrian Capital PLC. He became a Director of Ambrian Partners
Limited advising on stock exchange listings, M&A activity together with capital raisings. He
retired from Ambrian in April 2010 and is now the director of Cato Strategic Limited, an
independent corporate finance advisory business.

Mr Nabarro has not held directorships in any other listed companies in the last 3 years.
Special Responsibilities — None

D. Phil.
Non-Executive Director

Dr Skatsche-Depisch is the Managing Director of international mining and commodity trading
company DCM DECOmetal GmbH and has held this position since 1985. She has led the
growth of DCM as a global commodity company, with a network across 40 countries and annual
revenues of US$850 million in 2008. Based in Austria, DCM is a leader in the trade of ore,
alloys and metals, with interest in manganese, chromite, zircon and iron ore assets. It also
provides finance, logistics and warehousing services.

Dr Skatsche-Depisch has not held directorships in any other listed companies in the last 3 years.
Special Responsibilities — None



George (Giga)
Bedineishvili

Roman Lurf

Martin (Marty)
Adams

Nigel Goodall

Michael Kiernan

James Kiernan

Jeremy Shervington
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B. Phys, MBA
Non-Executive Director

Mr Bedineishvili is Director of Business Development at global commodity marketing group
DCM Decometal GmbH. He has a background in Global Investment Banking, Private Equity
Fund Management having spent time with the US Bank Salomon Brothers, Salford Capital
Partners and also as Chief Economic Advisor to the President of Georgia.

Other current directorship: Australian Zircon Limited.
Mr Bedineishvili has not held directorships in any other listed companies in the last 3 years.
Special Responsibilities — None

Dipl. Ing., Dr. mont
Non-Executive Director

Dr Roman Lurf is an experienced mining executive and is currently Director - Mining and
Processing for DCM DECOmetal. He was previously Manager - Business Improvement and
Business Evaluation for Rio Tinto Minerals, responsible for Europe and Asia Pacific. As a
mining engineer he has significant experience in open pit and underground mining as well as
minerals processing.

Dr Lurf has not held directorships in any other listed companies in the last 3 years.
Special Responsibilities — None

B. Mining Eng, MBA
Managing Director

Mr. Adams has 30 years’ experience in the Australian mining industry. Holding a degree in
Mining Engineering from Melbourne University and an MBA from Deakin University, he has
held a range of operational and senior management positions in open pit and underground
operations and has extensive experience in gold, copper, mineral sands, iron ore and lead/zinc
projects.

Other current directorships: Matilda Zircon Limited.

Former directorships in the last 3 years: Redbank Copper Limited (2010) and Swan Gold Mining
Limited (2010).

Special Responsibilities — None

B. Mineral Processing, MBA
Non-Executive Director.

Mr Goodall has 40 years experience in the mining and resource industry covering operations,
project design and development, marketing and general management. Over the past 20 years, he
has been the principal of a small consulting company that has developed an extensive client list
ranging from major national and multinational companies to small business. He has also worked
in coal, copper, gold, tin, iron ore and mineral sands.

Other current directorships: None.

Former directorships in the last 3 years: Olympia Resources Limited (2008 to 2009)
Special Responsibilities — None

B Bus, FAICD
Managing Director
Resigned 29 June 2010.

B.Econ.
Non-Executive Director
Resigned 29 June 2010.

LLB, B.Juris
Non-Executive Chairman
Resigned 18 June 2010
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Paul Page B.Bus.
Non-Executive Director
Resigned 18 June 2010

Richard Poole LLB, B.Juris, B.Comm.
Non-Executive Chairman
Resigned 27 July 2009

Anthony Coulepis Non-Executive Director
Resigned 24 July 20909

Information on Company Secretary

Ildiko Wowesny B.Bus.

Company Secretary since April 2009. Ms Wowesny is a qualified Accountant with Experience in company secretarial
roles together with corporate management, accounting and financial areas. She has served as Company Secretary for
ASX listed resource companies for some considerable time together with 5 years at Deloitte Touche Tohmatsu and also
a period in the United Kingdom with resource groups.

DIRECTORS’ INTERESTS

At the date of this report, the interests of each Director in the shares and options of Stirling Resources Limited were:

Director Fully paid shares Unlisted options Listed options

Mr D Nabarro - -
Dr R Skatsche-Depisch (i) 77,666,667 - 66,666,667

Mr G Bedineishvili (i) 77,666,667 - 66,666,667
Dr R Lurf - - -
Mr M Adams - - -
Mr N Goodall - - -

) Shares held by DCM Decometal GmbH. Dr R Skatsche-Depisch and Mr G Bedineishvili are directors of
DCM Decometal GmbH which is a major shareholder in Stirling Resources Limited.

DIRECTORS’ MEETINGS

The number of meetings of the Board of Directors and committees of the Board held during the year and the number of
meetings attended by each director was as follows:

Board
Number held Number
whilst in office attended
Mr D Nabarro 3 3
Dr R Skatsche-Depisch 4 -
Mr G Bedineishvili 4 2

Dr R Lurf (appointed 29 June 2010)

Mr M Adams (appointed 14 July 2010)

Mr N Goodall (appointed 15 September 2010)
Mr M Kiernan (resigned 29 June 2010)

Mr J Kiernan (resigned 29 June 2010)

Mr J Shervington (resigned 18 June 2010)

Mr P Page (resigned 12 March 2010)

Mr R Poole (resigned 27 July 2009)

Mr A Coulepis (resigned 24 July 2009) - -

Wb DDA
LI NG I SN o S



STIRLING RESOURCES LIMITED

REMUNERATION REPORT (audited)

This report sets out the remuneration arrangements in place for Directors and executives of the Company and the Group
in accordance with the requirements of the Corporations Act 2001 and its regulations. For the purposes of this report
Key Management Personnel (“KMP”) of the Group are defined as those persons having authority and responsibility for
planning, directing and controlling the major activities of the Company and the Group, directly or indirectly, including
any Director (whether executive or otherwise) of the parent company.

Directors and Key Management Personnel details:

Stirling Resources Limited

Mr D Nabarro
Dr R Skatsche-Depisch
Mr G Bedineishvili

Non-Executive Chairman
Non-Executive Director
Non-Executive Director

Dr R Lurf Non-Executive Director appointed 29 June 2010

Mr M Kiernan Managing Director resigned 29 June 2010

Mr J Kiernan Non-Executive Director resigned 29 June 2010

Mr J Shervington Non-Executive Chairman appointed 13 July 2009, resigned 18 June 2010
Mr P Page Non-Executive Director resigned 12 March 2010

Mr R Poole Non-Executive Director resigned 27 July 2009

Mr A Coulepis Non-Executive Director resigned 24 July 2009

Mr K Vuleta Chief Financial Officer

Matilda Zircon Limited

Mr P Gazzard Technical Director

B Maluish Non-Executive Director appointed 7 July 2009, resigned 17 June 2010
C T Wong Non-Executive Director appointed 9 March 2010

J Baxter Non-Executive Chairman resigned 17 June 2010

J Searle Non-Executive Director resigned 12 October 2009

K Vuleta Non-Executive Director

M Kiernan Non-Executive Director appointed 17 July 2009, resigned 17 June 2010
M Randall Non-Executive Chairman

Principles used to determine the nature and amount of remuneration

Directors and executives remuneration

Overall remuneration policies are determined by the Board of Directors and are adapted to reflect competitive market
and business conditions. Within this framework, the remuneration committee considers remuneration policies and
practices generally, and determines specific remuneration packages and other terms of employment for executive
directors and senior management. Executives may be provided with longer-term incentives through participation in
option schemes, which serve to align the interests of the executives with those of shareholders. Executive remuneration
and other terms of employment are reviewed annually by the Board of Directors having regard to relevant comparative
information and expert advice.

Stirling Resources Limited (“Stirling”)’s remuneration policy for executive directors and senior management is
designed to promote superior performance and long term commitment to Stirling. Remuneration packages are set at
levels that are intended to attract and retain executives capable of managing Stirling’s operations. Executive directors
receive a base remuneration which is market related.

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

- reward reflects the competitive market in which Stirling operates; and

- executives should be rewarded for both financial and non-financial performance.

The structure of remuneration packages for executive directors and other senior executives comprises:

- afixed sum base salary payable monthly in cash;

- short term incentives, through eligibility to participate in bonus plans and cash bonuses;

- long term incentives through executive directors being eligible to participate in the share option plan and share
purchase plan as approved by shareholders. Senior executives may also participate in an employee share option
plan, with any option issues generally being made in accordance with thresholds set in plans approved by
shareholders and the share purchase plan; and
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- other benefits, including participation in superannuation schemes.

The proportion of fixed and variable remuneration is established for each executive by the remuneration committee.
The objective of any short term incentives is to link achievement of Stirling’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.
Stirling’s activities comprise the evaluation and development of mineral tenements aimed at identifying economic
mineral deposits capable of development. Stirling’s financial performance reflects the nature of these ongoing
activities.

The payment of bonuses, share options and incentive payments are reviewed by the Board as part of the review of
executive remuneration and a recommendation is put to the Board for approval. The Board can exercise its discretion in
relation to approving bonuses and options.

The annual performance objectives are the means by which the Company links company performance and remuneration
policy. Having regard to the current stage of the Company’s evolution, linking of remuneration policy to production
performance milestones and progress rather than earnings is considered the most appropriate method of incentivising
employees. The realisation of achieving production targets and reaching full production levels is expected to have
positive influence on the Company’s share price as would exploration advancements. Any increase in the share price of
the Company has a positive effect on shareholder wealth.

The Directors consider the principles of the remuneration of key management personnel have been successful in
providing positive company performance. The principles have provided the desired incentive and are expected to
continue to provide such incentive. Whilst the Company has only been restructured and refocussed strategically for less
than one year it is difficult to determine the effect on shareholder wealth. In the preceding four years the Company has
incurred losses whilst at lower levels of, in the now previous, business activities. There have been no dividends paid in
the past five years. Whilst it may be expected that earnings would be a loss position in these early formative stages, any
improvement to earnings is viewed to be a long term position that is not yet fully determinable. During the financial
year the Company’s share price has ranged between 28 cents (post-consolidation) and 1.4 cents (pre-consolidation).

Non-executive directors’ remuneration

In accordance with current corporate governance practices, the structure for the remuneration of non-executive
directors and senior executives is separate and distinct. Shareholders approve the maximum fees payable to non-
executive directors, with the current approved limit being $300,000. The Board determines the actual payments to
directors. 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. At this stage of Stirling’s development, non-
executive directors may be entitled to participate in equity based remuneration schemes. Shareholders must approve
the framework for any equity based compensation schemes and if a recommendation is made for a director to
participate in an equity scheme, that participation must be specifically approved by the shareholders. All directors are
entitled to have their indemnity insurance paid by Stirling.

Service agreements
The terms of employment for executive directors and specified executives are formalised in service agreements. Major
provisions of the agreements relating to duration and termination are set out below.

M Adams — Managing Director

Term of agreement: No fixed term.
Base salary: $1,400 per day + GST inclusive of superannuation.
Other: Motor vehicle to be supplied.

Furnished accommodation in Perth for a period of six months from the date of relocation.
Termination provisions: Either party may terminate by providing 30 days written notice.
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K Vuleta — Chief Financial Officer

Term of agreement: No fixed term.

Base Salary: $185,000 per annum inclusive of superannuation, to be reviewed annually. At the date of this
report the current salary is $200,000 per annum inclusive of superannuation.

Termination provisions: Payment upon early termination by the Company (other than for serious misconduct) 3
months of annual salary for inadequate performance or long term incapacity and 3 months of
annual salary upon redundancy. Mr Vuleta can terminate his employment upon provision of
3 months written notice.

Other than directors of the Company and the Chief Financial Officer, there were no other executive officers of the
Group during the year. The company secretary is deemed to be an executive by virtue of being an officer of the
Company. The role performed by the company secretary does not meet the definition of key management personnel
under AASB 123; hence this officer has been excluded from the key management personnel disclosures in the financial
report.

No performance payments were made or options were granted in accordance with employment contracts or as an
incentive to join or continue with the Company.

Information on any benefits received by directors of Stirling Resources Limited by reason of a contract made by the
consolidated entity with a director or a director-related entity is contained in Note 19 of the financial report.

Details of remuneration

The following table discloses details of the nature and amount of each element of the remuneration of each director of
Stirling Resources Limited and the Group and each of the officers receiving the highest remuneration for the year
ended 30 June 2010. The information in this table has been audited.
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30 June 2010
Group and Parent

Short term employee benefits

Post-employment benefits

Share based payments

A Proportion of Value of
Cash salary Non-monetary Supe_r- Termlna}tlon . remuneration options as
and fees Cash bonus benefits annuation benefits Shares Options Total performance proportion of
related remuneration
$ $ $ $ $ $ $ $ % %

Key management personnel
Directors
Executive directors
M Kiernan (i) 229,358 1,311 30,963 124,400 386,032 - -
Non-executive directors
D Nabarro (ii) 29,133 - - - 29,133 - -
R Skatsche-Depisch - - - - - - -
G Bedineishvili - - - - - - -
R Lurf (iii) - - - - - - -
J Shervington (iv) 44,000 - - - 44,000 - -
JKiernan (v) 35,900 - - - 35,900 - -
P-Page (vi) 25,161 - - - 25,161 - -
R Poole (vii) 2,613 - - - 2,613 - -
A Coulepis (viii) 2,323 - - - 2,323 - -
Executives
K Vuleta 183,486 10,379 16,514 - 210,379 -
I Wowesny 169,725 - 15,275 - 185,000 - -
Total 721,699 11,690 62,752 124,400 920,541

i) M Kiernan resigned on 29 June 2010

ii) D Nabarro was appointed as a Director on 21 September 2009

iii) R Lurf was appointed as a Director on 29 June 2010.

iv) J Shervington was appointed as a Director on 13 July 2009 and resigned on 18 June 2010.
v) JKiernan resigned as a Director on 29 June 2010.
vi) P Page resigned as a Director on 12 March 2010.

vii) R Poole resigned as a Director on 27 July 2009.
viii) A Coulepis resigned as a Director on 24 July 2009.
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30 June 2009
Short term employee benefits Post-employment benefits Share based
Group and Parent payments
Proportion of Value of
Non- N - -
Cash salary Cash Super- Termination - remuneration options as
monetary - . Options Total .
and fees bonus - annuation benefits performance proportion of
benefits -
related remuneration
$ $ $ $ $ $ $ % %

Key management
personnel
Directors
Executive directors
M Kiernan 114,679 590 10,321 - - 125,590 - -
Non-executive directors
R Skatsche-Depisch (i) - - - - - - - -
G Bedineishvili (ii) - - - - - - - -
J Kiernan - - - - - - - -
P Page 12,000 - - - 12,000
P Phillip (iii) 2,930 - - - - 2,930 - -
R Poole 12,000 - - - - 12,000 - -
A Coulepis - - - - - - - -
Executives
K Vuleta (iv) 57,560 13,003 6,311 - - 76,874 - -
Total 199,169 13,593 16,632 - - 229,3%

i) R Skatsche-Depisch was appointed as a Director on 7 May 2009.
i) G Bedineishvili was appointed as a Director on 19 February 2009.
iii) P Phillip resigned as a Director on 11 February 2009.
iv) K Vuleta was appointed as Chief Financial Officer on 9 February 2009.

-10-
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PRINCIPAL ACTIVITIES

The principal activities of the Company during the financial year were as an Australian resources developer focusing on
investment in and development of copper, gold and zircon projects.

OPERATING RESULTS
The net loss of the Group for the financial period after provision for income tax was $17,482,795 (2009: loss
$2,447,828).

REVIEW OF OPERATIONS

During the financial year the Company progressed towards its goal of becoming a successful developer of copper, gold
and zircon producing assets. The Company established a strong strategic partnership with DCM DECOmetal, a global
commodity marketer and now a major shareholder of the Company.

The investment in Redbank Copper Limited has advanced with Redbank completing a $2.5 million exploration and
drilling program focussed on extensions of the known high grade resources, testing well defined targets for as yet
undiscovered breccia pipes and on discovery and delineation of high grade sulfide resources in order to grow the mine
life. The program of 1,000 metres of diamond core drilling in Bluff and Sandy Flats, along with 8,000 metres of RC
drilling generated significant high grade sulfide drill intercepts. 5 new breccia pipes were confirmed. A new JORC
compliant resource was announced in December 2009 with a 28% increase in total copper metal resources to 95,900
tonnes and a 50% increase in Indicated Resources to 2.76Mt. The total Indicated and Inferred JORC Resource is now
6.24Mt @ 1.5%Cu for 95,900 tonnes of contained metal.

A mine study for the development of the Redbank Copper Project was completed in September 2009. The study
confirmed the positive economics of the project. This assists toward providing the basis for the redevelopment of
Redbank as a mid sized economically robust high grade copper producer.

In order to further this project recommencement, a Capital Cost Study for the copper oxide project was prepared in
April 2010 showing an overall capital budget of $18.1m including a contingency of $1.2m. An Implementation Plan
was also commissioned to provide the detailed process for the final implementation directives of the project.

Matilda Zircon is now a zircon producer and aims to build up production of zircon concentrate. During the financial

year Matilda Zircon continued the development of its Tiwi Islands zircon project and its Keysbrook leucoxene/zircon

project with the following items of significance being achieved during the year:

e Mine plan was finalised and mining commenced at Tiwi Islands in June 2010.

o  Environmental approval was granted for the Keysbrook Project by the Minister for Environment in Western
Australia.

o  Development Approvals have been applied for the Keysbrook Project and are currently referred to the State
Administrative Tribunal for determination.

After a prolonged wet season in Northern Australia, Matilda Zircon geared up its Lethbridge project on the Tiwi
Islands with the award of major contracts and upgraded the plant and facilities ready for the commencement of
operations. New construction of the screening and slurry unit was completed in April with the new pre-concentrator
underway in readiness for its installation at Lethbridge South. The in-pit slurry/screening unit allows efficient mining of
the Lethbridge ore.

The camp and processing plant were successfully relocated in readiness for the June commencement. Mining
commenced at Lethbridge West on 1 June 2010. Agreements were also executed for the barges and work boats to
deliver the concentrate from Lethbridge Bay and shipping to China. Tricoastal Minerals (Holdings) Co. Ltd., a large
Chinese mineral sands processor and distributor (“Tricoastal”), will purchase all concentrate from the Tiwi Islands
under an agreement signed earlier in the financial year.

In June 2009, Stirling Resources reached agreement with the Administrators of Monarch Gold Mining Company
Limited (subsequently renamed Swan Gold Limited “Swan Gold”) for a recapitalisation proposal to inject funds into
Monarch to settle outstanding creditors’ claims and to re-commence mining operations at the Mt Ida and Carnegie gold
projects located in Western Australia. This recapitalisation proposal was approved by creditors of Monarch on 29 June
2009 and by the shareholders of Monarch on 10 September 2009. The recapitalisation was settled on 26 February 2010
and Monarch’s administration was concluded. Refer to note 23. Swan Gold is undertaking detailed modelling and
optimisation of its project assets towards a production focus.

-11 -
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DIVIDENDS
No dividend was paid or declared during the year and the directors do not recommend the payment of a dividend.

LIKELY DEVELOPMENTS

The Company expects to grow as a diversified Australian resources developer, targeted commaodities supported by favourable
demand fundamentals. Matilda Zircon Limited commenced production in July 2010 and the board expects it to continue
mining at the Tiwi Island project during the next financial year.

Redbank Copper Limited and Swan Gold Mining Limited are each in pre-production planning phases and the board expects to
finalise these plans with a view towards production.

In the opinion of the directors there is no additional information available as at the date of this report on any likely
developments which may materially affect the operations of the Group and the expected results of those operations in
subsequent years.

OPTIONS GRANTED OVER UNISSUED SHARES

At the date of this report, 102,491,825 ordinary fully paid shares which are subject to options were unissued. The terms of
these options are as follows:

Options granted over fully paid shares exercisable:

Number
- exercisable at $0.40 each on or before 30 June 2012 7,505,120
- exercisable at $2.00 each on or before 30 June 2012 7,500,000
- exercisable at $0.15 each on or before 30 June 2012 87,486,705

102,491,825

Details of options issued and exercised during the financial year are contained in note 15 to the financial report. Subsequent to
the end of the year no options were converted into fully paid ordinary shares.

No person entitled to exercise the options has any right by virtue of the option to participate in any share issue of the parent
entity or any other corporation.

SIGNIFICANT CHANGES IN STATE OF AFFAIRS
Significant changes in the state of affairs of the Group during the financial year were as follows:

e  Capital raising initiatives to raise $3.2 million by share placements in October 2009, December 2009 and March
2010 and successfully completing a share Rights issue totalling $9.7 million in January and March 2010.

e Agreement entered into to expand high grade zircon interests through a major shareholding in Matilda Zircon
Limited.

e The company completed a recapitalisation and acquired a major shareholding in near term gold producer, Swan Gold
Mining Limited.

EVENTS SUBSEQUENT TO THE END OF THE FINANCIAL YEAR

Significant events which have occurred subsequent to the end of the financial year are contained in Note 24 to the financial
report.

INDEMNIFICATION AND INSURANCE OF DIRECTORS AND OFFICERS

The Company has taken out an insurance policy insuring Directors and Officers of the Company against any liability arising
from a claim bought by a third party against the Company or its Directors or Officers, and against liabilities for costs and
expenses incurred by them in defending any legal proceedings arising out of their conduct while acting in their capacity as a
Director or Officer of the Company, other than conduct involving a wilful breach of duty in relation to the Company.

The Company has entered into indemnity agreements with each of the directors and officers of the Company. Under the

agreements, the Company will indemnify those officers against any claim or for any expenses or costs which may arise as a
result of work performed in their respective capacities as officers of the Company or any related entities.

-12 -
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ENVIRONMENTAL REGULATIONS

The Group is subject to significant environmental regulation in respect to its mining and mineral exploration activities. These
obligations are regulated under relevant government authorities within Australia. The consolidated entity is a party to
exploration and mine development licences. Generally, these licences specify the environmental regulations applicable to
exploration and mining operations in the respective jurisdictions. The consolidated entity aims to ensure that it complies with
the identified regulatory requirements in each jurisdiction in which it operates.

Compliance with environmental obligations is monitored by the Board of Directors. No environmental breaches have been
notified to the Company by any government agency during the financial year ended 30 June 2010.

NON-AUDIT SERVICES
Details of amounts paid or payable to the auditor for non-audit services provided during the year by the auditor are
outlined in note 17 to the financial statements.

The directors are satisfied that the provision of non-audit services during the year by the auditor is compatible with the
general standard of independence for auditors imposed by the Corporations Act 2001.

The directors are of the opinion that the services disclosed in note 17 to the financial statements do not compromise the
external auditor’s independence, for the following reasons:
- All non-audit services have been reviewed to ensure they do not impact the integrity and objectivity of the
auditor; and
- None of the services undermine the general principles relating to auditor independence as set out in Code of
Conduct APES 110 Code of Ethics for Professional Accountants issued by the Accounting Professional and
Ethical Standards Board, including reviewing or auditing the auditor’s own work, acting in a management or
decision-making capacity for the Company, acting as advocate for the Company or jointly sharing economic
risks and rewards.

AUDITOR’S INDEPENDENCE DECLARATION
The auditors’ independence declaration is included on the following page of the annual report.

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

i

- S

\.

D Nabarro
Chairman

Perth, Western Australia
30 September 2010

-13-
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AUDITOR’S INDEPENDENCE DECLARATION

Deloitte

The Board of Dhrectors
Storling Fesowrces Linated
Level 1,145 Hay Streat
Subiaco WA 6008

30 September 2010

Diear Sirs
Stirling Resonrces Limited

Depitie Towche Tobraisu
MHEM T4 450121 06D

Wioodside Plxm
Leve] 44

40 B Georges Termace
Ferth WA 5000

GP0 Box A4S

Ferth WA SH3T Ausially

¢ 206

Tal: +&1 (0) B 3355 7000
Fag +&1 (0} B 9355 TN
waw. delolii= com.au

In accordance with section 307C of the Corporations Act 2001, I am pleased to provide the

following declaration of independence to the directors of Stirling Fesources Limited.

Ag lead mdit partmer for the andit of the financial statements of Strling Fesources Limited for
the financial year ended 30 Fone 2010 I declare that to the best of my knowledge and belief, thers

hawve been no contraventions of:

(i) the anditor independence requirements of the Corporations Act 2001 in relation to

the andit; and
(i} amy applicable code of professional conduct in relation to the audit.

Yours zincerely

22 o A A

DELOITTE TOUCHE TOHMATST

Liahtity kmited by a schems approved undsr Professiona] Stendards Legislation
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STIRLING RESOURCES LIMITED

CONSOLIDATED INCOME STATEMENT FOR THE YEAR ENDED 30 JUNE 2010

Continued Operations
Revenue
Other Income

Employee and directors — remuneration expenses
Share based payments

Depreciation and amortisation

Corporate and administrative expenses

Finance costs

Impairment of exploration and evaluation expenditure
Impairment of non-current assets

Gain on acquisition of subsidiary
Share of loss of associates accounted for using equity method
Impairment of associates accounted for using equity method

Loss from continuing operations

Income tax expense

Loss for the period

Attributable to:
Owners of the company
Non-controlling interest

Earnings per share
Basic loss (cents per share)
Diluted loss (cents per share)

The above statements should be read in conjunction with the accompanying notes.
The 2009 comparative period is for the period from 1 January 2009 to 30 June 2009.
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NOTE

3a
3b

28

3c

30

22

CONSOLIDATED

2010 2009
$ $
685,231 76,100
485,746 -
(2,816,809) (332,837)
(87,115) -
(187,412) (6,185)
(5,871,246) (1,468,113)
(1,208,540) (208,176)
(1,343,977) -
(222,650) (29,508)
(10,566,772) (1,968,719)
4,764,741 -
(890,458) (479,109)
(10,790,305) -
(17,482,795) (2,447,828)
(17,482,795) (2,447,828)
(16,060,786) (2,477,828)
(1,422,009) -
(17,482,795) (2,447,828)
(19.12) 4.7
(19.12) 4.7



STIRLING RESOURCES LIMITED

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 30 JUNE 2010

Loss for the year

Other comprehensive income

Exchange differences on translation of foreign operations
TOTAL COMPREHENSIVE LOSS FOR THE YEAR
Total comprehensive loss attributable to

Owners of the Company
Non-controlling interests

The above statements should be read in conjunction with the accompanying notes.
The 2009 comparative period is for the period from 1 January 2009 to 30 June 2009.
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NOTE

CONSOLIDATED

2010 2009
$ $

(17,482,795) (2,447,828)
52,672 -
(17,430,123) (2,447,828)
(16,022,530) (2,447,828)
(1,407,593) -
(17,430,123) (2,447,828)




STIRLING RESOURCES LIMITED

CONSOLIDATED STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2010

CURRENT ASSETS
Cash and cash equivalents
Trade and other receivables
Inventory
Prepayments

TOTAL CURRENT ASSETS

NON-CURRENT ASSETS
Trade and other receivables
Investments accounted for using the equity method
Other financial assets
Plant and equipment
Deferred exploration and evaluation expenditure

TOTAL NON-CURRENT ASSETS
TOTAL ASSETS

CURRENT LIABILITIES
Bank overdraft
Trade and other payables
Borrowings
Provisions

TOTAL CURRENT LIABILITIES

NON-CURRENT LIABILITIES
Borrowings

TOTAL NON-CURRENT LIABILITIES
TOTAL LIABILITIES

NET ASSETS

EQUITY
Issued capital
Accumulated losses
Reserves
Parent shareholder deficit

Non-controlling interest

TOTAL EQUITY

NOTE

~

12
13
14

13

15

16

30

CONSOLIDATED

2010 2009
$ $
150,975 892,919
795,007 294,094
25,089 -
80,876 24,919
1,051,947 1,211,932
1,229,860 1,305,365
2,478,574 1,828,945
10,923 3,897,048
4,849,358 3,189,114
13,150,459 2,324,014
21,719,174 12,544,486
22,771,121 13,756,418
- 206,229
4,488,067 642,694
1,843,888 3,081,424
101,100 34,457
6,433,055 3,964,804
14,308,802 7,500,000
14,308,802 7,500,000
20,741,857 11,464,804
2,029,264 2,291,614
35,938,289 23,226,503
(39,026,763) (22,965,977)
1,246,681 2,031,088
(1,841,793) 2,291,614
3,871,057 -
2,029,264 2,291,614

The above balance sheets should be read in conjunction with the accompanying notes.
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STIRLING RESOURCES LIMITED

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2010

Non-

Issued Accumulated controlling Total

capital Reserves losses interest equity
Consolidated $ $ $ $ $
At 1 January 2009 20,326,590 2,031,088 (20,518,149) - 1,839,529
Loss for the period - - (2,447,828) - (2,447,828)
Total comprehensive income and
expense for the period (2,447,828) - (2,447,828)
Equity Transactions:
Issue of share capital 2,949,738 - - - 2,949,738
Share issue expenses (49,825) - - - (49,825)
At 30 June 2009 23,226,503 2,031,088 (22,965,977) - 2,291,614
Loss for the year - - (16,060,786) (1,422,009) (17,482,795)
Exchange differences arising on
translation of foreign operations - 38,257 - 14,415 52,672
Total comprehensive income and
expense for the year - 38,257 (16,060,786)  (1,407,594) (17,430,123)
Equity Transactions:
Initial recognition of non controlling
interest (note 30) - - - 2,477,176 2,477,176
Recognition in reserve of dilution in
subsidiary - (891,359) - 2,783,055 1,891,696
Share buy back (34,811) - - - (34,811)
Issue of share capital 13,141,617 - - - 13,141,617
Share based payments - 68,695 - 18,420 87,115
Share issue expenses (395,020) - - - (395,020)
At 30 June 2010 35,938,289 1,246,681 (39,026,763) 3,871,057 2,029,264

The above statements should be read in conjunction with the accompanying notes.
The 2009 comparative period is for the period from 1 January 2009 to 30 June 2009.
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STIRLING RESOURCES LIMITED

CONSOLIDATED STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2010

CONSOLIDATED

Note 2010 2009
$ $
Cash flows from operating activities
Receipts from customers 1,201,290 -
Payments to suppliers and employees (6,982,133) (1,503,814)
Interest received 92,021 4,827
Interest paid (169,765) -
Net cash used in operating activities 26b (5,858,587) (1,498,987)
Cash flows from investing activities
Payments for exploration and evaluation (2,404,740) (2,324,014)
Payments for project evaluation - (260,327)
Payments for purchase of plant and equipment (872,737) (3,079,412)
Payment for security deposits (359,233) (113,000)
Costs of selling investments (466,754) -
Proceeds from the sale of investments 7,463,613 -
Proceeds from the sale of property, plant and equipment 503,700 -
Payment for investments (15,961,087) (3,265,410)
Net cash used in investing activities (12,097,238) (9,042,163)
Cash flows from financing activities
Proceeds from issues of shares 7,898,655 2,949,738
Share issue costs (549,970) (49,825)
Proceeds from issue of share options - -
Payments for share buy back (34,811) -
Loans from / (to) related parties 9,470,000 (1,974,279)
Loans from other parties 463,111 10,100,000
Net cash provided by financing activities 17,246,985 11,025,634
Net (decrease) / increase in cash and cash equivalents (708,840) 484,484
Cash and cash equivalents at the beginning of the financial period 886,253 202,206
Effect of exchange rate fluctuations on cash held (26,438) -
Cash and cash equivalents at the end of the
financial year 26a 150,975 686,690

The above statements should be read in conjunction with the accompanying notes.
The 2009 comparative period is for the period 1 January 2009 to 30 June 2009.
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STIRLING RESOURCES LIMITED

CORPORATE INFORMATION

The financial report of Stirling Resources Limited for the year ended 30 June 2010 was authorised for issue in
accordance with a resolution of the Directors on the date of signing of the Directors’ Report.

Stirling Resources Limited (the “Company”) is a company limited by shares whose shares are publicly traded on the
Australian Securities Exchange. The Company is incorporated and domiciled in Australia. The Company changed
its financial year end from 31 December to 30 June commencing from 30 June 2009. Consequently, the comparative
period is for the period from 1 January 2009 to 30 June 2009.

The nature of the operations and principal activities of the Company are disclosed in the Directors’ Report.
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Statement of Compliance

The financial report complies with the Corporations Act (2001) and Australian Accounting Standards and
Interpretations, which include Australian equivalents to International Financial Reporting Standards (“AIFRS”).
Compliance with AIFRS ensures that the financial report, comprising the financial statements and notes thereto,
complies with International Financial Reporting Standards (“IFRS”).

Basis of Preparation
The financial report has been prepared on a historical cost basis. Cost is based on the fair value of the consideration
given in exchange for assets. The financial report is presented in Australian dollars unless otherwise noted.

The accounting policies adopted in the preparation of financial report are consistent with those of the Group’s previous
annual financial report ending 30 June 2009 except for the impact of the Standards and Interpretations described below.
These policies are consistent with the Australian Accounting Standards and with International Financial Reporting
Standards.

The group has adopted all the new and revised Standards and Interpretations issued by the Australian Accounting
Standards Board (AASB) that are relevant to their operations and effective for the current reporting period.

New and revised Standards and Interpretations effective for the current reporting period that are relevant to the group
include:

o AASB 3 (2008) Business Combinations

e AASB 8 Operating Segments — disclosure impact only

e AASB 101 (2007) Presentation of Financial Statements — disclosure impact only

e AASB 127 (2008) Consolidated and Separate Financial Statements

The adoption of these new and revised Standards and Interpretations has resulted in changes to the Group’s accounting
policies in the following areas:

Changes in ownership interests of subsidiaries

AASB127 (2008) Consolidated and Separate Financial Statements has been adopted in the current year and applies
prospectively. The revised Standard has resulted in changes in the Group’s accounting policies regarding increases and
decreases in ownership interest in its subsidiaries. All increases or decreases in interests in subsidiaries are no longer
accounted as goodwill or through profit and loss and are now recognised in equity.

When control of a subsidiary is lost as a result of a transaction, event or other circumstance, the revised Standard
requires that the Group derecognises all assets, liabilities and non-controlling interests at their carrying amount. Any
remaining interest in the former subsidiary is recognised at its fair value at the date that control is lost. A gain or loss of
control is recognised in profit or loss as the difference between the proceeds if any, and these adjustments.

During the year the Group attained control of Matilda Zircon Limited. See note 30 for further details.

Business combinations

AASB 3 (2008) Business Combinations applies prospectively to business combinations for which acquisition date is on
or after 1 July 2009 and alters the manner in which business combinations are accounted for. Accordingly, while its
adoption has no impact on previous acquisitions made by the group, the application of the Standard has affected the
accounting for the acquisition of subsidiary Matilda Zircon Limited in the current year.

AASB 3(2008) and its consequential amendments to other Accounting Standards continues to apply the acquisition
method to business combinations however with some significant changes. The effect of these changes has been to:
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STIRLING RESOURCES LIMITED

o allow a choice on an acquisition by acquisition basis for the measurement of the non controlling interests (previously
referred to as minority interests) at either fair value or at the non-controlling interest’s proportionate share of the
acquiree’s identifiable net assets. Under the previous policy the non-controlling interest was always recognised at its
share of the acquiree’s net assets.

¢ Require that acquisition related costs be accounted for separately from the business combination, generally leading to
those costs being expensed when incurred. Previously such costs were accounted for as part of the cost of the
acquisition of the business

The effect of the Group adopting AASB 3 is the expensing of $42,773 acquisition related costs instead of accounting
for these costs as part of the business combination.

In addition to the above, the adoption of these new and revised Standards and Interpretations have resulted in changes
to the Group’s presentation of, or disclosure in, its half year financial statements in the following areas:

¢ Presentation of the financial statements. Previously, in addition to the statement of financial position (formerly termed
the Balance Sheet), the income statement and cash flow statement, the Group presented a statement of recognised
income and expense. As a consequence of the adoption of AASB 101 Presentation of Financial Statements and its
associated amending standards, the Group no longer presents a statement of recognised income and expense, but
presents in addition to the statements listed above, a statement of comprehensive income and a statement of changes in
equity.

¢ Information about the Group’s segments. The adoption of AASB 8 Operating Segments has resulted in both a re-
designation of the Group’s reportable segments and amended segment disclosures (see Segment Note 21).

Going Concern

This financial report has been prepared on a 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
ability of the Group and Company to continue their mineral project evaluation activities, and hence the continued
adoption of the going concern assumption, is dependent on the Group raising additional funding as and when
required.

The Group incurred a net loss after tax of $17,482,795 and experienced net cash outflows from operating activities
of $5,858,587 for the year ended 30 June 2010. As at 30 June 2010 the Group had a working capital deficiency of
$5,381,108 (2009: $2,752,872). Further as disclosed in note 29, the Company incurred a net loss after tax for the
year ended 30 June 2010 of $3,438,925 and as at 30 June 2010 the Company had a working capital deficiency of
$702,778.

It is the opinion of the board of directors that there are reasonable grounds to believe the operational and financial
plans in place are achievable and accordingly the Company and Group will be able to continue as going concerns
and meet their debts as and when they fall due.

During the year to 30 June 2010 and the period to the date of this report, the Directors have taken steps to ensure the
Company and Group continue as going concerns. These steps included:

e  The Company raised $997,000 pursuant to a share placement in October 2009;

e  The Company raised $1,470,000 pursuant to a share purchase plan in December 2009;

e  The Company raised $825,000 pursuant to a share placement in March 2010;

e  The Company raised $9,800,000 pursuant to a share entitlement offer to shareholders in March 2010;

e  The Company has been informed by its major shareholder, DCM DECOmetal GmbH, that it will continue to
provide sufficient funding to support the Company’s and Group’s activities, consistent with the announcement
to the ASX on 29 June 2010. DCM DECOmetal GmbH has provided a total of $8,900,000 subsequent to 30
June 2010;

e Ongoing management of the level of expenditure in line with the funds available to the Group.
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STIRLING RESOURCES LIMITED

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

The ability of the Company and the Group to continue as going concerns is dependent on:

0)

(i)
(iii)

Continued financial support from the Company’s major shareholder, DCM DECOmetal GmbH. Based on
current forecasts for the period 1 October 2010 to 30 September 2011 Stirling will require $17,700,000 to
fund its working capital and investment funding requirements and an undertaking not to require repayment of
any amounts provided to the Group until such time as the Group has the ability to pay them;

Ongoing management of the level of expenditure in line with funds available to the Group; and

The ability of the Company and Group to secure additional debt / equity funding if required.

The Directors have reviewed the Company’s and Group’s overall position and outlook in respect of the matters
identified above and are of the opinion that the use of the going concern basis is appropriate in the circumstances.

Should the Directors not be successful in achieving the matters set out above, there is significant uncertainty
whether the Company and the Group will be able to continue as going concerns and therefore whether they will be
able to realise their assets and extinguish their liabilities in the normal course of business and at the amounts stated
in the financial report.

The financial report does not include any adjustments relating to the recoverability and classification of recorded
asset amounts, nor to the amounts and classification of liabilities that might be necessary should the Company and
the Group not be able to continue as going concerns.

(@)

(b)

Basis of Consolidation

The consolidated financial statements are those of the consolidated entity comprising Stirling Resources Limited
(“Stirling Resources” or the “Company”) (the parent entity) and all entities (including special purpose vehicles)
that Stirling Resources controlled from time to time during the year and at the reporting date (the “Group”).

Information from the financial statements of subsidiaries is included from the date the parent entity obtains
control until such time as control ceases. Where there is a loss of control of a subsidiary, the consolidated
financial statements include the results for the part of the reporting year during which the parent entity has
control. Subsidiary acquisitions are accounted for using the acquisition method of accounting. In the
Company’s separate financial statements, investments in controlled entities are carried at lower of cost and
recoverable value. Such investments include both investments in shares issued by the subsidiary and other
parent entity interest that in substance form part of the parent entity’s investment in the subsidiary. These
include investments in the form of interest free loans which have no fixed repayment terms and which have
been provided to subsidiaries as an additional source of long term capital.

The financial statements of subsidiaries are prepared on the same reporting year as the parent entity, using
consistent accounting policies. All intercompany balances and transactions, including unrealised profits
arising from intra group transactions, are eliminated in full. Unrealised losses are eliminated unless costs
cannot be recovered.

Significant accounting judgements, estimates and assumptions

In the process of applying the Group’s accounting policies management has made the following significant
accounting judgements and estimates in the preparation of these financial statements.

Exploration and evaluation

Exploration and evaluation expenditure has been carried forward in accordance with policy 2 (g) on the basis
that exploration and evaluation activities have not yet reached a stage which permits reasonable assessment of
the existence or otherwise of economically recoverable reserves and active and significant operations in
relation to the area are continuing. In the event that significant operations cease and/or economically
recoverable resources are not assessed as being present, this expenditure will be expensed to the income
statement.

Share based payment transactions

The Company measures the cost of equity settled transactions with employees and consultants by reference to
the fair value of the equity instruments at the date which they are granted. The fair value is determined by
internal valuation using a binomial method using assumptions disclosed in Note 18.
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STIRLING RESOURCES LIMITED

Impairment of receivable
The Company assessed the amount of expected recovery based upon its best estimate.

Trade and other receivables

Trade receivables, which generally have 30 to 90 day terms, are recognised and carried at original invoice amount
less a provision for uncollectible debts. An estimate of the provision for doubtful debts is made when collection of
the full amount is no longer probable. Bad debts are written off as incurred.

Exploration and evaluation expenditure

Exploration and evaluation expenditure incurred by or on behalf of the Group is accumulated separately for
each area of interest. Such expenditure comprises net direct costs and an appropriate portion of related
overhead expenditure, but does not include general overheads or administrative expenditure not having a
specific nexus with a particular area of interest.

Each area of interest is limited to a size related to a known or probable mineral resource capable of supporting
a mining operation.

Exploration expenditure for each area of interest is written off as incurred, except that it may be carried
forward provided that one of the following conditions is met:

e  Such costs are expected to be recouped through successful development and exploitation of the area
of interest or, alternatively, by its sale; or

e Exploration activities in the area of interest have not, at balance date reached a stage which permits a
reasonable assessment of the existence or otherwise of economically recoverable reserves.

Exploration expenditure which no longer satisfies the above policy is written off. In addition, an impairment
allowance is raised against any exploration expenditure where the Directors are of the opinion that the carried
forward net cost may not be recoverable under the above policy. The increase in the impairment allowance is
charged against the income statement for the year.

When an area of interest is abandoned, any expenditure carried forward in respect of that area of interest is
written off in the year in which the decision to abandon is made.

Expenditure is not carried forward in respect of any area of interest unless the Group’s right of tenure to that
area of interest are current. Amortisation is not charged on areas under development, pending commencement
of production.

Employee entitlements

Provision is made for employee benefits accumulated as a result of employees rendering services up to the
reporting date. These benefits include wages and salaries, annual leave and long service leave.

Liabilities arising in respect of wages and salaries, annual leave and long service leave and any other benefits
expected to be settled within twelve months of the reporting date are measured at their nominal amounts based on
remuneration rates which are expected to be paid when the liability is settled. All other employee benefit liabilities
are measured at the present value of the estimated future cash outflow to be made in respect of services provided
by employees up to the reporting date. In determining the present value of future cash outflows, the market yield
as at the reporting date on national government bonds, which have terms to maturity approximating the terms of
the related liabilities, are used.
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STIRLING RESOURCES LIMITED

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the
revenue can be reliably measured. The following specific recognition criteria must also be met before revenue is
recognised.

Interest

Revenue is recognised as the interest accrues using the effective interest rate method (which is the rate that
exactly discounts estimated future cash receipts through the expected life of the financial instrument to the net
carrying amount of the financial asset).

Service Revenue
Revenue from the rendering of services is recognised upon the delivery of the service to the customers.

Dividend Revenue

Revenue from dividends is recognised when the rights to receive a dividend has been established.

Plant and equipment

Plant and equipment is stated at historical cost less accumulated depreciation and any accumulated impairment
loss. Estimates of remaining useful lives are made on a regular basis for all assets, with annual reassessments

for major items.

Depreciation is provided on a straight line basis on all plant and equipment. Major depreciation periods are:

Plant and equipment 2-12 years
Motor vehicles 3-5 years
Disposal

An item of plant and equipment is derecognised upon disposal or when no further future economic benefits
are expected from its use or disposal.

Any gain or loss arising on derecognition of the asset (calculated as the difference between the net disposal
proceeds and the carrying amount of the asset) is included in profit or loss in the year the asset is
derecognised.

Impairment of non-financial assets

At each reporting date, the entity assesses whether there is any indication that an asset may be impaired.
Where an indicator of impairment exists, the entity makes a formal estimate of recoverable amount. Where
the carrying amount of an asset exceeds its recoverable amount the asset is considered impaired and is written
down to its recoverable amount.

Recoverable amount is the greater of fair value less costs to sell and value in use. For the purposes of
assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable cash
inflows which are largely independent of the cash inflows from other assets or groups of assets (cash-
generating units). The estimated future cash flows are discounted to their present value using a pre tax
discount rate that reflects current market assessments of the time value of money and the risks specific to the
asset or the cash generating unit.
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STIRLING RESOURCES LIMITED

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Taxation
(i)  Income Tax

The income tax expense or benefit for the year is the tax payable on the current year’s taxable income based
on the applicable income tax rate for each jurisdiction adjusted by changes in deferred tax assets and liabilities
attributable to temporary differences and to unused tax losses.

Deferred income tax is provided in full, using the liability method, on temporary differences arising between
the tax bases of assets and liabilities and their carrying amounts in the consolidated financial statements.
However, the deferred income tax is not accounted for if it arises from initial recognition of an asset or
liability in a transaction other than a business combination that at the time of the transaction affects neither
accounting nor taxable profit or loss. Deferred income tax is determined using tax rates (and laws) that have
been enacted or substantially enacted by the reporting date and are expected to apply when the related
deferred income tax asset is realised or the deferred income tax liability is settled.

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.

Deferred tax liabilities and assets are not recognised for temporary differences between the carrying amount
and tax bases of investments in controlled entities where the parent entity is able to control the timing of the
reversal of the temporary differences and it is probable that the differences will not reverse in the foreseeable
future.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets
and liabilities and when the deferred tax balances relate to the same taxation authority. Current tax assets and
tax liabilities are offset where the entity has a legally enforceable right to offset and intends either to settle on
a net basis, or to realise the asset and settle the liability simultaneously.

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

(if)  Other taxes
Revenues, expenses and assets are recognised net of the amount of GST except:
e When 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

e 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 a current asset or
liability in the balance sheet.

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

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

Trade and other payables

Trade payables and other payables are carried at amortised costs and represent liabilities for goods and services

provided to the Group prior to the end of the financial year that are unpaid and arise when the Group becomes
obliged to make future payments in respect of the purchase of these goods and services.
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STIRLING RESOURCES LIMITED

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Earnings per share

Basic earnings per share is determined by dividing net profit or loss after income tax attributable to members
of the Company, excluding any costs of servicing equity other than ordinary shares, by the weighted average
number of ordinary shares outstanding during the financial 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.

Basic and diluted earnings per share are calculated for both continuing operations and the aggregate of
continuing and discontinued operations.

Cash and cash equivalents

Cash and cash equivalents in the Statement of Financial Position comprise of cash at bank and in hand and
short term deposits with an original maturity of three months or less.

For the purposes of the cash flow statement, cash includes cash on hand and in banks, as defined above (and
money market investments readily convertible to cash on hand), net of outstanding bank overdrafts.

Contributed Equity

Issued share capital is recognised at the fair value of the consideration received by the Company. Any transaction
costs arising on the issue of ordinary shares are recognised, net of tax, directly in equity as a reduction of the share
proceeds received.

Borrowing costs

Borrowing costs incurred in relation to the provision of finance facilities are expensed in the year to which
they were incurred except when the borrowing costs are directly attributable to the acquisition, construction or
production of a qualifying asset, in which case they are capitalised as part of the cost of the asset.

Leases

Finance leases, which transfer to the Group substantially all the risks and benefits incidental to ownership of
the leased item, are capitalised at the inception of the lease at the fair value of the leased property or, if lower,
at the present value of the minimum lease payments. The corresponding rental obligations, net of finance
charges, are included in short-term and long-term payables.

Lease payments are apportioned between the finance charges and reduction of the lease liability so as to
achieve a constant rate of interest on the remaining balance of the liability. Finance charges are charged
directly against income.

Leases where the lessor retains substantially all the risks and benefits of ownership of the asset are classified
as operating leases. Initial direct costs incurred in negotiating an operating lease are added to the carrying
amount of the leased asset and recognised over the lease term on the same bases as the lease income.

Operating lease payments are recognised as an expense in the income statement on a straight-line basis over
the lease term.
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STIRLING RESOURCES LIMITED

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Interest-bearing loans and borrowings

All loans and borrowings are initially recognised at the fair value of the consideration received net of issue
costs associated with the borrowing. Interest calculated using the effective interest rate method is accrued over
the year it becomes due and increases the carrying amount of the liability.

Other Financial Assets

Classification

The Group classifies its financial assets in the following categories: financial assets at fair value through profit
or loss and loans and receivables. Management determines the classification of its investments at initial
recognition. Investments comprising principally marketable equity securities are non-derivatives that are either
designated in this category or not classified in any of the other categories.

@) Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are financial assets held for trading. A financial asset is
classified in this category if acquired principally for the purpose of selling in the short term.

(i) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. They are included in current assets, except for those with maturities greater than
12 months after the reporting date which are classified as non-current assets. Loans and receivables are
included in trade and other receivables (note 6) and receivables (note 6) in the balance sheet.

Recognition and derecognition

Regular purchases and sales of financial assets are recognised on trade-date - the date on which the Group
commits to purchase or sell the asset. Investments are initially recognised at fair value plus transaction costs
for all financial assets not carried at fair value through profit or loss. Financial assets carried at fair value
through profit or loss are initially recognised at fair value and transaction costs are expensed in the income
statement. Financial assets are derecognised when the rights to receive cash flows from the financial assets
have expired or have been transferred and the Group has transferred substantially all the risks and rewards of
ownership.

Subsequent measurement
Loans and receivables are carried at amortised cost using the effective interest method.

Impairment

The Group assesses at each balance date whether there is objective evidence that a financial asset or group of
financial assets is impaired.

-27 -



)

(s)

STIRLING RESOURCES LIMITED

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Investment in associates

An associate is an entity over which the Group has significant influence and that is neither a subsidiary nor an
interest in a joint venture. Significant influence is the power to participate in the financial and operating policy
decisions of the investee but is not control over those policies. The results and assets and liabilities of
associates are incorporated in these financial statements using the equity method of accounting, except when
the investment is classified as held for sale, in which case it is accounted for in accordance with AASB 5
‘Non-current Assets Held for Sale and Discontinued Operations’.

Under the equity method, investments in associates are carried in the consolidated balance sheet at cost as
adjusted for post acquisition changes in the Group’s share of the net assets of the associate, less any
impairment in the value of individual investments. Losses of an associate in excess of the Group’s interest in
that associate (which includes any long-term interests that, in substance, form part of the Group’s net
investment in the associate) are recognised only to the extent that the Group has incurred legal or constructive
obligations or made payments on behalf of the associate. Any excess of the cost of acquisition over the
Group’s share of the net fair value of the identifiable assets, liabilities and contingent liabilities of the
associate recognised at the date of the acquisition is recognised as goodwill.

The goodwill is included within the carrying amount of the investment and is assessed for impairment as part
of that investment. Any excess of the Group’s share of the net fair value of the identifiable assets, liabilities
and contingent liabilities over the cost of the acquisition, after reassessment, is recognised immediately in
profit or loss. Where a group entity transacts with an associate of the Group, profits and losses are eliminated
to the extent of the Group’s interest in the relevant associate.

Compound financial instruments

The component parts of compound instruments are classified separately as financial liabilities and equity in
accordance with the substance of the contractual arrangement. At the date of issue, the fair value of the
liability component is estimated using the prevailing market interest rate for a similar non-convertible
instrument. This amount is recorded as a liability on an amortised cost basis until extinguished on conversion
or upon the instruments reaching maturity. The equity component initially brought to account is determined by
deducting the amount of the liability component from the fair value of the compound instrument as a whole.
This is recognised and included in equity, net of income tax effects and is not subsequently remeasured.
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STIRLING RESOURCES LIMITED

REVENUE AND EXPENSES

Revenue
- Interest received
- Management fees
- Other

Other income

- Profit on sale of investments

- Profit on sale of Property, plant and equipment
- Sundry income

Finance costs

- Finance lease interest

- Interest on convertible note
- Interest on unsecured loans
- Other finance costs
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CONSOLIDATED

6 months
30 June 2010 ended June
2009
$
90,668 76,100
593,665 -
898 -
685,231 76,100
172,237 -
174,486 -
139,023 -
485,746 -
- 11,314
195,000 80,137
988,540 116,725
25,000 -
1,208,540 208,176




STIRLING RESOURCES LIMITED

CONSOLIDATED
6 months ended

30 June 2010 June 2009
$
4. INCOME TAX

(a) Loss before income tax
The prima facie tax, using tax rates applicable in the country of
operation, on operating loss differs from income tax provided in the
financial statements as follows:
Accounting loss before income tax 17,482,795 2,447,828
At the Australian income tax rate of 30% (2009: 30%) (5,244,839) (734,348)
Expenditure not allowable for income tax purposes:
Non-deductible expenses 943 159,195
Unused tax losses and offsets not recognised as deferred tax assets

5,243,896 575,153
Income tax benefit reported in the income statement - -
Net unrecognised deferred tax assets 5,908,094 3,972,509

The deferred tax assets will only be obtained in the relevant tax jurisdiction if:

(i) future assessable income tax is derived of a nature and of an amount sufficient to enable the benefit to be realised;
(ii) the conditions for deductibility imposed by the tax legislation are complied with; and

(iii) no changes in tax legislation adversely affect the Group in realising the benefit.

(b) Income tax recognised directly in equity - -
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12 months 6 months
ended June ended June
2010 2009
$ $
5. INVESTMENT ACCOUNTED FOR USING THE EQUITY
METHOD
Investment in associates (a) (b) 2,478,574 1,828,945
(a) Reconciliation of movement in investment accounted for using the
equity method — Redbank Copper Limited
Balance at 1 July 2009 1,828,945 -
Additions 3,222,710 2,308,054
Share of loss for the period (890,458) (479,109)
Impairment write down to market value (2,682,623) -
Balance at 30 June 2010 1,478,574 1,828,945
(b)Reconciliation of movement in investment accounted for using the
equity method- Swan Gold Mining Limited

Balance at 1 July 2009 - -
Recognition of associate 663,638 -
Additions 15,119,069 -
Disposals (6,675,025) -
Share of loss for the period — not actively trading - -
Impairment (i) (8,107,682) -
Balance at 30 June 2010 1,000,000 -

(i) The investment in Swan Gold Mining Limited has been written down based on Stirling Resources Limited’s
23.6% interest of an internal valuation of Swan Gold Mining Limited taking into consideration liabilities
outstanding.

Country of Principal Ownership Ownership
Incorporation Activity 2010 2009
Name of Entity
Redbank Copper Limited Australia Copper exploration 27.04% 28.05%
and evaluation
Swan Gold Mining Limited Australia Gold exploration 23.60% 0%

and evaluation

As at 30 June 2010 Stirling Copper Pty Limited, a 100% subsidiary of Stirling Resources Limited, held 39,961,460
(2009:18,419,119) fully paid ordinary shares in Redbank Copper Limited (an Australian listed entity).

As at 30 June 2010 Stirling Gold Pty Limited, a 100% subsidiary of Stirling Resources Limited, held 175,491,690 (2009:
Nil) fully paid ordinary shares in Swan Gold Mining Limited (an Australian listed entity).
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6. CASH AND CASH EQUIVALENTS

Cash at bank
Cash on deposit
Cash on hand

CONSOLIDATED

Cash and cash equivalents

Bank overdraft

30 June 2010 30 June 2009
$ $

149,697 77,585

744 814,834

534 500

150,975 892,919

- (206,229)

150,975 686,690

The bank overdraft of a subsidiary, Cellsense Pty Ltd was secured by a fixed and floating charge over its assets and a parent

company guarantee provided by Stirling Resources Limited.

7. TRADE AND OTHER RECEIVABLES

CURRENT

Unsecured loans — related parties (i)

Unsecured loan — Fiji Mortgage Investment (ii)

Provision for impairment of unsecured loans to related parties (ii)

Net amount of unsecured loans — related parties

Trade receivables (iii)
Other receivables (iii)

NON CURRENT
Unsecured loans — related parties (refer note 19a))

Net amount of unsecured loans — related parties

Other receivables (iii)

2,855,290 2,855,290
- 1,237,094
(2,855,290) (4,092,384)
394,891 78,847
400,116 215,247
795,007 294,094
752,627 774,907
752,627 774,907
477,233 530,458
1,229,860 1,305,365

(i Represents unsecured loan to Cellsense. During 2009 the loan was fully provided for.
(i) Fiji Mortgage which was fully impaired as at 30 June 2009 was disposed of during the year.

(iii)  Non-interest bearing.

(a) Impaired trade and other receivables

As at 30 June 2010 current unsecured loans and other receivables of the Group with a nominal value of $2,855,290 (20009:
$4,092,384) were considered impaired. The amount of the provision was $2,855,290 (2009: $4,062,876).

Up to one month
Over one month to three months (past due)

795,007

294,094

795,007

294,094
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(iii)

STIRLING RESOURCES LIMITED

8. INVENTORY

Concentrate on hand — at net realisable value
Finished product — at net realisable value
Stores and spares — at cost

9. OTHER FINANCIAL ASSETS

Shares in listed entities — at fair value
Investment in Third Party Entities
Convertible notes — associated entities (i)
Unsecured loans - associated entities (ii)
Provision for impairment

Secured loan — associated entity (iii)

CONSOLIDATED

30 June 2010 30 June 2009
$ $
23,982 16,860
- 22,262
1,107 -
25,089 39,222
10,923 673,156
- 695,021
- 1,000,000
222,650 -
(222,650) -
- 1,528,871
10,923 3,897,048

Consisted of $1,000,000 of convertible notes in Redbank Copper Limited. The convertible notes are interest free

were converted into shares of Redbank Copper Limited in July 2009.

Loans to associated entities. Interest is charged monthly at a rate equal to 2% above the BBSY 90 day bid rate. The

loans have been fully impaired as at 30 June 2010.

Secured loan was a $1,528,871 loan to Redbank Copper Limited which had a maturity date of 28 February 2011.
Interest was charged monthly at a rate equal to 2% above the BBSY 90 day bid rate. Security was by a first ranking
fixed and floating charge over the assets of Redbank and its subsidiaries together with share mortgages over the
shares of each of the subsidiaries. The loan was converted into ordinary shares of Redbank Copper Limited in

December 2009.

10. PLANT AND EQUIPMENT

Cost or valuation
Accumulated depreciation and impairment

Plant and equipment
Land
Buildings

-33-

5,898,997 3,195,299
(1,049,639) (6,185)
4,849,358 3,189,114
4,340,927 3,189,114
270,004 -
238,337 -
4,849,358 3,189,114




Cost or valuation

Balance at 31 December 2008
Additions

Balance at 1 July 2009

Additions

Recognition of assets of subsidiary
(note 30)

Disposals

Balance at 30 June 2010

Accumulated depreciation and
impairment

Balance at 31 December 2008
Depreciation expense

Balance at 1 July 2009
Disposals

Depreciation expense

STIRLING RESOURCES LIMITED

CONSOLIDATED

Elimination of profit on sale of asset

to subsidiary
Balance at 30 June 2010

Net book value
As at 30 June 2009
As at 30 June 2010

Plant and
equipment Land Buildings Total
$ $ $
193,127 - - 193,127
3,002,172 - - 3,002,172
3,195,299 - - 3,195,299
872,737 - - 872,737
3,894,089 251,860 253,827 4,399,776
(3,042,432) - - (3,042,432)
54,919,693 251,860 253,827 5,425,380
(6,185) - - (6,185)
(6,185) - - (6,185)
(174,783) - (12,629) (187,412)
(382,425) - - (382,425)
(563,393) - (12,629) (576,022)
3,189,114 - - 3,189,114
4,356,300 251,860 241,198 4,849,358

During the year the Group acquired plant and equipment with an aggregate fair value of $37,531 (2009 $nil) by

means of finance leases.
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CONSOLIDATED

30 June 2010 30 June 2009
$ $

11. DEFERRED EXPLORATION AND EVALUATION
Opening balance 2,324,014 -
Tenement Acquisition costs (i) - 2,324,014
Recognition of exploration on acquisition of subsidiary (note 30) 8,955,029 -
Exploration expenditure incurred in current year 4,514,374 -
Disposals (1,173,999) -
Impairment loss (1,343,977) -
Exchange differences (124,982) -
13,150,459 2,324,014
(i) Tenements acquired from Matilda Minerals Limited through a wholly owned subsidiary Stirling Zircon Pty Ltd.

The ultimate recoupment of costs carried forward for exploration expenditure is dependent upon the successful
development and commercial exploitation, or sale, of the respective areas of interest in the Group’s subsidiary company
Matilda Zircon Limited.

12. TRADE AND OTHER PAYABLES

CURRENT

Trade creditors 1,528,454 236,664
Employee benefits 192,740 87,499
Sundry payables and accruals 2,766,873 318,531

4,488,067 642,694

a) Trade creditors and sundry payables are non-interest bearing and normally settled on 30 day terms.

b) Employee benefits represent superannuation within the group and withholding taxes payable which are both non-interest
bearing. The entire obligation is presented as current, since the group does not have a right to defer settlement.

¢) Sundry payables and accruals include $1,049,872 accrued interest on $10,000,000 commercial bond from DCM
DECOmetal GmbH and $178,929 accrued interest pursuant to $2,600,000 convertible note held by DCM DECOmetal
GmbH (refer note 13).
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CONSOLIDATED

30 June 2010 30 June 2009
$ $
13. BORROWINGS
CURRENT
Finance leases - secured 25,021 112,812
Insurance Premium Funding 29,787 -
Convertible note — other parties (i) - 2,600,000
Unsecured loans — other parties (ii) 163,612 368,612
Unsecured loan — other parties (V) 900,468 -
Bank loan (iv) 725,000 -
1,843,888 3,081,424
NON-CURRENT
Unsecured loan — other parties (v) 1,708,802 -
Convertible note — other parties (i) 2,600,000 -
Commercial bond (iii) 10,000,000 7,500,000
14,308,802 7,500,000

(i) Convertible notes are with DCM DECOmetal and are convertible at any time for 65,000,000 shares at $0.04 per share.
Interest is charged at 7.5% and payable quarterly. Maturity of the notes is on 30 January 2012. These convertible notes
are not required to be settled in cash within the next year.

(if)  Unsecured loans from other parties are unsecured, with no interest charged and payable at call

(iii) Commercial bond is with DCM DECOmetal and is secured by a fixed and floating charge over the assets of Stirling
Zircon Pty Ltd, with interest charged at 9.375%. Repayment is due 20 April 2012.

(iv) Matilda Zircon Limited loan with NAB. The carrying amount of assets pledged as security for the bank loan facility is
$725,000.

(v) These amounts are unsecured and non-interest bearing. The amounts are repayable at 5% of revenue per shipment of
product from Matilda Zircon Limited or in 3 years, whichever is earlier.

14. PROVISIONS

CURRENT

Employee benefits 101,100 34,457

101,100 34,457

Based on past experience the Group does expect all employees to take the full amount of accrued leave within the next 12
months.
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CONSOLIDATED

12 months 6 months ended
ended June June 2009
2010
$ $
15. ISSUED CAPITAL
(a) Ordinary shares
146,496,143 (30 June 2009: 59,024,542)
ordinary fully paid shares 35,938,289 23,226,503

(b) Movements in ordinary share capital SHARES $
Balance — 31 December 2008 442,757,500 20,326,590
Share placement — 26 February 2009 110,000,000 2,200,000
Share purchase plan — 5 May 2009 4,736,878 94,738
Share placement — 22 May 2009 32,750,000 655,000
Share consolidation — 3 June 2009 (531,219,836) -
Share issue costs - (49,825)
Balance 30 June 2009 59,024,542 23,226,503
Share buy back 26 August 2009 at $0.25 (139,245) (34,811)
Share placement 9 October 2009 at $0.15 6,650,000 997,500
Options exercised 9 October 2009 at $0.40 55 22
Share placement 22 December 2009 at $0.15 9,800,000 1,470,000
Rights issue 29 January 2010 at $0.15 14,257,801 2,138,670
Rights issue 15 March 2010 at $0.15 51,277,496 7,691,601
Share placement 15 March 2010 at $0.15 5,501,408 825,211
Options exercised 31 March 2010 at $0.15 124,086 18,613
Share issue costs - (395,020)
Balance 30 June 2010 146,496,143 35,938,289

Ordinary shares entitle the holder to participate in dividends in proportion to the number of and amounts paid on the shares held. On
a show of hands, every holder of ordinary shares present at a meeting in person or by proxy is entitled to one vote, and upon a poll
each share is entitled to one vote.

Effective 1 July 1998, the Corporations legislation in place abolished the concepts of authorised capital and par value shares.
Accordingly the Company does not have authorised capital nor par value in respect of its issued shares.
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CONSOLIDATED
(c) Movements in share options (listed and unlisted)

Weighted average Expiry
exercise price Options date
$
Balance 31 December 2008 226,292,508
Adjustment on consolidation of share capital (203,633,247)
Balance 30 June 2009 0.11 22,629,261
Options exercised on 9 October 2009 0.40 (55) 30/06/2012
Options issued as per rights issue on 3 February 2010 0.15 15,370,038 30/06/2012
Options issued as per share placement on 8 February 2010 0.15 3,325,000 30/06/2012
Options issued as per share placement on 24 February 2010 0.15 3,325,000 30/06/2012
Options issued as per share placement on 15 March 2010 0.15 65,466,667 30/06/2012
Options exercised on 31 March 2010 0.15 (124,086) 30/06/2012
Options lapsed on 30 June 2010 1.00 (7,500,000) 30/06/2010
Balance 30 June 2010 0.30 102,491,825

As at year end the following options over ordinary fully paid shares were outstanding:

Options
- exercisable at $0.40 each on or before 30 June 2012 7,629,206
- exercisable at $2.00 each on or before 30 June 2012 7,500,000
- exercisable at $0.15 each on or before 30 June 2012 87,362,619
102,491,825

The weighted average remaining contractual life for the share options outstanding as at 30 June 2010 is 2.0 years (2009 2.3 years).

Capital Risk Management

When managing capital, management’s objective is to safeguard the entity’s ability to continue as a going concern as well
as to maintain optimum returns to shareholders and benefits to other stakeholders. Management also aims to maintain a
capital structure that ensures the lowest cost of capital available to the entity.

In order to maintain or adjust the capital structure, the Group may adjust the amount of dividends paid to shareholders,
return capital to shareholders, issue new shares or sell assets to reduce debt.

Management has no current plans to reduce the capital structure through a share buy-back.

The Group is not subject to any externally imposed capital restrictions.

-38-



STIRLING RESOURCES LIMITED

CONSOLIDATED

12 months to 6 months to June
June 2010 2009
$ $
16. RESERVES
General reserve 1,139,729 2,031,088
Foreign currency translation reserve 38,257 -
Share based payments reserve 68,695 -
1,246,681 2,031,088

a) General reserve
Balance at beginning of year 2,031,088 2,032,088
Cellsense allocation - (1,000)
Dilution in subsidiary (891,359) -
Balance at end of year 1,139,729 2,031,088
b) Foreign currency translation reserve
Balance at beginning of year - -
Recognition of subsidiary 38,257 -
Balance at end of year 38,257 -
¢) Share based payments reserve
Balance at beginning of year - -
Subsidiary options 87,115 -
Non controlling interest (18,420) -
Balance at end of year 68,615 -

a) The general reserve is used from time to time to transfer amounts to equity. There is no policy of regular transfer.

b) The option and share-based payment reserve represents the value of equity benefits provided to directors and
employees as part of their remuneration and the value of services provided to the Group paid for by the issue of
equity.

c) The foreign exchange translation reserve represents the exchange difference arising on translation of foreign
controlled entities.

17. REMUNERATION OF AUDITORS

Amounts paid or due and payable to the auditors for:

Auditing or reviewing the financial report — current auditor 103,102 50,000
Auditing or reviewing the financial report — previous auditor - 10,000
Advisory services 54,089 -

157,191 60,000
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18. KEY MANAGEMENT PERSONNEL

(a) Details of key management personnel
Key management personnel

Executive Director
Mr Michael Kiernan (Managing Director, resigned 29 June 2010)

Non-executive directors
Mr D Nabarro appointed 21 September 2009
Dr R Skatsche-Depisch
Mr G Bedineishvili

Dr R Lurf appointed 29 June 2010
Mr J Kiernan resigned 29 June 2010
Mr J Shervington appointed 13 July 2009, resigned 18 June 2010
Mr P Page resigned 12 March 2010
Mr R Poole resigned 27 July 2009
Mr A Coulepis resigned 24 July 2009
Executives
Mr K Vuleta (CFO, Stirling Resources Limited)

(b) Compensation of key management personnel

Remuneration by category CONSOLIDATED
2010 2009
$ $
Key management personnel
Short-term employee benefits 733,389 212,762
Post-employment employee benefits 187,152 16,632

Share-based payment - -

920,541 229,394
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(c)  Option holdings of key management personnel (consolidated)

Option holdings of key management personnel for Stirling Resources Limited

30 June 2010 Balance at Balance at Balance vested
30 June 2009 the 30 June  and exercisable
or at date of Granted as Options Net change 2010 or at date at
appointment  remuneration  exercised other * of resignation 30 June 2010
Directors
M Kiernan (i) 19,755,313 - - 762,500 20,517,813 20,517,813
J Shervington - - - - - -
R Poole - - - - - -
A Coulepis - - - - - -
D Nabarro - - - - - -
P Page - - - - - -
J Kiernan (i) 19,755,313 - - 762,500 20,517,813 20,517,813
R Lurf - - - - - -
G Bedineishvili - - - - - -
R Skatsche-Depisch (ii) - - - 66,666,667 66,666,667 66,666,667
Executives
K Vuleta - - - - - -

* Other changes during the year include the rights issue entitlements and other on-market purchases.
(i) Held through Crawley Investments Pty Ltd
(ii) Held through DCM Decometal GmbH.

Option holdings for the following directors are from their respective dates of appointment —.
D Nabarro (appointed 21 September 2009)
R Lurf (appointed 29 June 2010)

Option holdings for the following directors are to their respective dates of resignation —.
M Kiernan (resigned on 29 June 2010)

J Shervington (resigned on 18 June 2010)

R Poole (resigned on 27 July 2009)

A Coulepis (resigned on 24 July 2009)

P Page (resigned on 12 March 2010)

J Kiernan (resigned on 29 July 2010)

During the year ended 30 June 2010 there were no individuals (other than the directors) who were responsible for the strategic
direction and management of the consolidated entity, hence no executives are named above in respect of this year.
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30 June 2009 Balance at Balance at
1 January 2009 the 30 June Balance vested and
or at date of Granted as 2009 or at date exercisable at
appointment remuneration Net change other * of resignation 30 June 2009
Directors
J Shervington - - - - -
M Kiernan 190,011,467 - (170,256,154) 19,755,313 -
R Skatsche-Depisch - - - - -
J Kiernan 195,011,467 - (175,256,154) 19,755,313 -
G Bedineishvili - - - - -
D Nabarro - - - - -
P Page 7,466,654 - (7,466,654) - -
P Phillip 28,750 - (25,875) 2,875 -
R Poole - - - - -
A Coulepis - - - - - -
Option holdings for the following directors are from their respective dates of appointment:
J Shervington (appointed 13 July 2009)
R Skatsche-Depisch (appointed 7 May 2009)
G Bedineishvili (appointed 19 February 2009)
Option holdings for the following directors are to their respective dates of resignation:
P Phillip (resigned 11 February 2009)
R Poole (resigned 27 July 2009)
A Coulepis (resigned 24 July 2009)
(d) Share holdings of key management personnel (consolidated)
Share holdings of key management personnel
30 June 2010 Balance at On the Balance at
30 June 2009 or at date exercise of options Net change other * 30 June 2010or at date

of appointment of resignation

Directors for SRE

M Kiernan 11,285,000 2,470,638 13,755,638
J Shervington - - -
R Poole 1,688,078 - 1,688,078
A Coulepis 315,000 - 315,000
D Nabarro - - -
P Page 3,335,065 770,001 4,105,066
J Kiernan 11,285,000 2,470,638 13,755,638
R Lurf - - -
G Bedineishvili (i) 11,000,000 66,666,667 77,666,667
R Skatsche-Depisch (i) 11,000,000 66,666,667 77,666,667
Executives

K Vuleta - - - -

* Other changes during the year include the rights issue entitlements and other on-market purchases.
(i)  Shares held by DCM Decometal GmbH. Dr R Skatsche-Depisch and Mr G Bedineishvili are directors of DCM Decometal GmbH
which is a major shareholder in Stirling Resources Limited.

Share holdings for the following directors are from their respective dates of appointment:
D Nabarro (appointed 21 September 2009)
R Lurf (appointed 29 June 2010)

Share holdings for the following directors are to their respective dates of resignation:
M Kiernan (resigned on 29 June 2010)
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J Shervington (resigned on 18 June 2010)
R Poole (resigned on 27 July 2009)

A Coulepis (resigned on 24 July 2009)

P Page (resigned on 12 March 2010)

J Kiernan (resigned on 29 July 2010)

30 June 2009 Balance at On the Balance at

1 January 2009 or at exercise of options Net change other * 30 June 2009 or at date

date of appointment of resignation
Directors
J Shervington - - - -
M Kiernan 106,000,000 - (94,715,000) 11,285,000
R Skatsche-Depisch (i) - - 11,000,000 11,000,000
J Kiernan 111,000,000 - (99,715,000) 11,285,000
G Bedineishvili (i) - - 11,000,000 11,000,000
D Nabarro - - - -
P Page 33,350,645 - (30,015,580) 3,335,065
P Phillip 487,500 - (315,000) 172,500
R Poole 14,525,645 - (12,837,567) 1,688,078
A Coulepis 2,150,000 - (1,835,000) 315,000

* Other changes during the year include the capital consolidation and other on-market purchases.
(i) Shares held by DCM Decometal GmbH. Dr R Skatsche-Depisch and Mr G Bedineishvili are directors of DCM Decometal GmbH
which is a major shareholder in Stirling Resources Limited.

Share holdings for the following directors are from their respective dates of appointment:
J Shervington (appointed 13 July 2009)

R Skatsche-Depisch (appointed 7 May 2009)

G Bedineishvili (appointed 19 February 2009)

Share holdings for the following directors are to their respective dates of resignation:
P Phillip (resigned 11 February 2009)

R Poole (resigned 27 July 2009)

A Coulepis (resigned 24 July 2009)

Except for equity issued as part of remuneration, all equity transactions with key management personnel have been entered into under
terms and conditions no more favourable than those the consolidated entity would have adopted if dealing at arm’s length.

Loans to key management personnel
There were no loans to key management personnel during the financial year. (2009: nil.)

Other transactions with directors
Transactions during the year between the consolidated entity and directors or their director-related entities are set out in Note 19(a).

Compensation options: granted and vested during the year (consolidated)

During the financial year no options were granted as equity compensation benefits to key management personnel.

Shares issued on exercise of compensation options (consolidated)
No compensation options were exercised during the financial year ended 30 June 2010.
No compensation options expired during the financial year ended 30 June 2010.
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19. SIGNIFICANT TRANSACTIONS WITH VARIOUS PARTIES
(a) Transactions with related parties

During the year, Stirling Zircon Pty Ltd a 100% subsidiary of the Company received advances under a commercial
bond amounting to $2,500,000 (2009: $7,500,000) from DCM DECOmetal GmbH a company associated with Ms R
Skatsche-Depisch, on commercial terms including being secured by a fixed and floating charge over the assets of
Stirling Zircon Pty Ltd, with interest charged at 9.375%. The amount of the loan outstanding at 30 June 2010 is
$10,000,000 (2009: $7,500,000).

During the year the Company advanced $1,220,000 (2009: $1,220,493) to Redbank Copper Limited, a company in
which Mr M Kiernan was a director. This amount was provided unsecured with commercial interest charged. An
amount of $860,000 (2009: $1,000,000) was repaid during the year and $735,000 of the principal and $17,627 of
accrued interest is outstanding at 30 June 2010.

On 17 December 2009, the debt facility provided by Stirling Resources Limited of $1,558,634 (including interest) was
converted at $0.017 per share for 91,684,353 ordinary fully paid shares in Redbank Copper Limited (refer note 9).
Convertible notes issued to Stirling Resources Limited by Redbank Copper Limited were converted on 14 July 2009
(50,000,000 at $0.02 per share) (refer note 9).

During the year the Company advanced $1,170,000 (2009: $350,000) to Matilda Zircon Limited, a controlled and
consolidated entity. This amount was provided unsecured with commercial interest charged. The amount provided in
2009 was converted to 35,000,000 shares in Matilda Zircon pursuant to an agreement on 16 July 2009. An amount of
$495,000 (2009: nil) was repaid during the year and $675,000 of the principal and $84,507 of accrued interest is
outstanding at 30 June 2010.

During the year, the Company paid a total of nil (2009: $49,225) to Arthur Phillip Pty Limited a company associated
with Mr P Page and Mr R Poole, for the provision of business advisory and fund raising services on normal commercial
terms.

(b) Transactions with related parties in the wholly owned group
During the financial year, unsecured loan advances were made between the parent entity and its controlled entities. All
such loans were interest free. Loan balances between the parent entity and its controlled entities are disclosed in the

financial report of the parent entity. Intra-entity loan balances have been eliminated in the financial report of the
consolidated entity.
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20. INVESTMENTS IN CONTROLLED ENTITIES AND JOINT VENTURES

Country of Class Equity holding
Name of entity incorporation of shares June June
2010 2009
% %
Alexanders C-Commerce Pty Ltd Australia Ordinary 100 100
Stem Cell Healthcare Pty Ltd Australia Ordinary 100 100
Cell Sense Pty Ltd Australia Ordinary 100 100
Bubba Stuff Pty Ltd Australia Ordinary 100 100
Stirling Gold Pty Ltd Australia Ordinary 100 100
Stirling Copper Pty Ltd Australia Ordinary 100 100
Stirling Zircon Pty Ltd Australia Ordinary 100 100
Stirling Coal Pty Ltd Australia Ordinary 100 100
Stirling Indonesia Pty Ltd (i) Australia Ordinary 100 100
Stirling Chromite Pty Ltd Australia Ordinary 100 100
Stirling Manganese Pty Ltd (ii) Australia Ordinary 100 100
Stirling Operations Limited Australia Ordinary 100 100
Stirling Resources Holdings Limited Australia Ordinary 100 100
Matilda Zircon Limited Australia Ordinary 64.29 N/A

(i) Named changed from Stirling Iron Ore Pty Ltd on 3 December 2009
(i) Named changed from Stirling Tungsten Pty Ltd on 9 March 2010

21. SEGMENT INFORMATION

The Group has adopted AASB 8 Operating Segments from 1 January 2009. AASB 8 requires the “management
approach” under which operating segment information is presented on the basis that is used for internal reporting
purposes and reviewed by the chief operating decision maker in order to allocate resources to the segment and to assess
its performance.

The predecessor standard (AASB 114 Segment Reporting) required segment information to be reported on a
geographical and business basis. The Group previously operated predominantly in one business and geographical
segment, being an investor in mineral exploitation and development companies in Australia. Even though ultimately all
of the assets of the Company are deployed for these purposes, segments have now been identified for those specifically
allocated to investments and in addition, as a consequence of acquiring a controlling interest in Matilda Zircon Limited
during the year, new operating segments based on two geographic areas, Indonesia and Australia Exploration.

The Indonesian segment is the Group’s mineral sands operation in Indonesia. Revenue is derived from the processing
and sale of mineral sands.

The Australian Exploration segment investigates, evaluates and develops the mineral assets of the Group in Australia.
This segment does not derive revenue other than from the possible sale of mineral assets.

The Corporate segment provides the financial, corporate and administrative support required by the Group. This
segment derives revenue from management fees and the management of funds on hand.
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Segments —Year ended 31 June 2010 Investments  Indonesia  Australia - Corporate Discontinued  Consolidated
exploration Operations
$ $ $ $ $ $

Segment revenue 346,723 898 - 823,356 - 1,170,977
Segment (loss) / profit (12,291,203)  (361,112)  (1,198,010) (3,632,470) - (17,482,795)
Unallocated expenses -
Results from operation activities (17,482,795)
Less: discontinued operation -
Loss before tax - continuing operations (17,482,795)
Segment Assets 2,105,655 950,657 17,820,460 1,894,349 - 22,771,121
Segment Liabilities (15,681,811) (1,707)  (1,867,369) (3,190,970) - (20,741,857)
Investment in associates — equity method 2,478,574 - - - - 2,478,574
Property, Plant & Equipment additions - - - 219,774 - 219,774
Exploration additions - - - - - -
Included within segment result:

Depreciation and amortisation (74,064) - - (113,348) - (187,412)
Loss in associates accounted for using the

equity method (890,458) - - - - (890,458)
Impairment of non current assets (11,012,955) - - - - (11,012,955)
Exploration expenditure written off - (106,177)  (1,237,800) - - (1,343,977)
Interest expense (1,011,438) - - (197,102) - (1,208,540)
Interest revenue 43,617 - - 47,051 - 90,668
Segments -6 months ended 30 June 2009 Investments  Indonesia  Australia - Corporate  Discontinued  Consolidated

exploration Operations
$ $ $ $ $ $

Segment revenue - - - 76,100 - 76,100
Segment (loss) / profit (689,231) - - (1,758,597) - (2,447,828)
Unallocated expenses -
Results from operation activities (2,447,828)
Less: discontinued operation -
Profit before tax - continuing operations (2,447,828)
Segment Assets 8,707,175 - - 5,049,243 - 13,756,418
Segment Liabilities (7,612,812) - - (3,851,992) - (11,464,804)
Investment in associates — equity method 1,828,946 - - - - 1,828,946
Property, Plant & Equipment additions 3,192,224 - - - - 3,192,224
Exploration additions 2,324,014 - - - - 2,324,014
Included within segment result:

Depreciation and amortisation - - - (6,185) - (6,185)
Loss in associates accounted for using the

equity method (479,109) - - - - (479,109)
Impairment of non current assets (3,961) - - - - (3,961)
Interest expense (116,725) - - (91,451) - (208,176)
Interest revenue - - - 76,100 - 76,100
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Consolidated

2010 2009
$ $
22. LOSS PER SHARE
(17,482,795) (2,447,828)
Loss used in calculating basic and diluted loss per share
Weighted average number of ordinary shares used in the calculation of basic
loss per share 91,431,521 52,569,618
2010 2009
cents per share cents per share
Basic earnings per share
From continuing operations (19.12) 4.7)
Diluted earnings per share
From continuing operations (19.12) 4.7)

Effect of dilutive securities:
There is no impact of dilutive shares as the consolidated entity made a loss for the year, hence any dilution would reduce
the loss per share. Diluted earnings per share is therefore the same as basic loss per share.

23. CONTINGENT LIABILITIES

Pursuant to the Recapitalisation Deed between Stirling, Stirling Gold Pty Limited, MGMC Pty Limited, Crawley
Investments Pty Limited and Bryan Hughes as deed administrator of the Monarch group of companies. Swan Gold
must pay $10,641,300 to the Trustee within 8-12 months, and a further amount (estimated to be $10,287,280) to the
Trustee with respect to the Territory Trust within 24 months. The Company expects that Swan Gold will have
sufficient available funds to cover these payments. However, should this not be the case, Swan Gold may raise
additional capital to meet its payment obligations. Those obligations are secured by charges over the Swan Gold
group’s assets, and if Swan Gold fails to satisfy its obligations, as a result of not having sufficient funds and not being
able to raise sufficient capital, the relevant security may be enforced and those assets may be sold. If the amount
recovered is not sufficient to cover the amount owed to the Trustee, the Trustee may be entitled to a claim of damages
against the Company for the amount of the difference and all other loss and damage flowing on from that.

There are no other material contingent liabilities of the Group at the reporting date.
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24. SUBSEQUENT EVENTS

The significant event which have occurred subsequent to the end of the year other than have been disclosed in the financial
report is:

i) Since the end of the financial year, Stirling Resources Limited’s parent company, DCM DECOmetal GmbH, has provided
the group with $8,900,000. Of these funds, $7,200,000 has been lent to subsidiary and investee companies.

There are no other significant events which have occurred subsequent to the end of the year other than have been disclosed in
the financial report.

25. FINANCIAL INSTRUMENTS

Financial risk management objectives and policies

The Group’s principal financial instruments comprise cash, receivables, payables, investments and loans.

The Group manages its exposure to key financial risks in accordance with the group’s financial management policy. The
objective of the policy is to support the delivery of the Group’s financial targets whilst protecting future financial security.

The main risks arising from the Group’s acquired interest in financial instruments are interest rate risk and credit risk. The
Board reviews and agrees policies for managing each of these risks and they are summarised below.

Primary responsibility for identification and control of financial risks is borne between the board members and executive
management.

Risk exposures and responses

Interest rate risk

The Group’s and Company’s exposure to market risk for change in interest rates relates primarily to their interest
bearing liabilities. The level of debt is disclosed in Note 13.

The Group has negotiated secured loan facilities with DCM DECOmetal GmbH, these facilities being one of the lowest interest
bearing facilities available to the Group. Interest rates for these facilities are fixed rates. The Group continually monitors
interest rate exposure and should interest rates rise significantly, given the cash reserves and future cash flows of the Group, it
has an ability to repay the interest bearing facilities(see going concern in note 2).

The following sensitivity analysis is based on the interest rate exposures in existence at the balance sheet date.

At 30 June 2010, if interest rates had moved, as illustrated in the table below, with all other variables held constant, post tax
profit and equity would have been affected as follows:

Post tax profit Other Equity
higher / (lower) higher / (lower)
Judgements of reasonably possible movements 2010 2009 2010 2009
$000 $000 $000 $000
Consolidated
+ 1% (100 basis points) (118) (81) - -
- 1.0% (100 basis points) 118 81 - -

The movements in profit are due to higher/lower interest costs from variable rate debt and cash balances for the year.

(b) Credit risk

Credit risk arises from the financial assets of the Group, which comprise cash and cash equivalents, trade and other
receivables. The Group’s exposure to credit risk arises from potential default of the counter party, with a maximum
exposure equal to the carrying amount of the instruments. Exposure at balance date is addressed in each applicable note.
The Company aims to minimise concentration of credit risk in relation to trade receivable by undertaking transaction
with government corporations and in relation to loans to other parties by regular weekly monitoring of accounts by the
Chief Financial Officer and Managing Director.

Credit risk in trade receivables is managed in the following ways:

- payment terms are 30 days for receivables other than loans.

- a regular risk review takes place on all receivables and loan balances

- a thorough continuing assessment process with all loan receivables
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(c) Liquidity risk
The Group’s objective is to maintain a balance between continuity of funding and flexibility through the use of loans and
other available credit lines.
The Group manages liquidity risk by monitoring forecast cash flows.
The table below reflects all contractually fixed pay-offs and receivables for settlement, repayments and interest resulting
from recognised financial assets and liabilities as of 30 June 2010. Cash flows for financial assets and liabilities without
fixed amount or timing are based on the conditions existing at 30 June 2010.

Maturity analysis of financial assets and liabilities based on management’s expectations.

Trade payables and other financial liabilities mainly originate from the financing of assets used in our ongoing operations.
These assets are considered in the Group’s overall liquidity risk. To monitor existing financial assets and liabilities as well as
to enable an effective controlling of future risks, the Company has established comprehensive risk reporting covering its

business that reflects expectations of management of expected settlement of financial assets and liabilities.

30 June 2010

<6 6-12 1-5 >5 Total

Consolidated months months years years
$ $ $ $ $

Financial assets
Cash and cash equivalents 150,975 - - - 150,975
Trade and other receivables 795,007 - - - 795,007
Equity accounted investments - - - 2,478,574 2,478,574
Other interest bearing financial assets - 1,229,860 - 1,229,860
Other non-interest bearing financial assets - - 80,875 10,923 91,798

945,982 - 1,310,735 2,489,497 4,746,214
Financial liabilities
Trade and other payables 4,488,067 - - - 4,488,067
Non-interest bearing loans & borrowings 163,612 900,468 1,708,802 - 2,772,882
Interest bearing loans & borrowings 29,787 750,021 12,600,000 - 13,379,808

4,681,467 1,650,489 14,308,802 - 20,640,758

Net Maturity (3,735,485) (1,650,489) (12,998,067) 2,489,497  (15,894,544)
30 June 2009

<6 6-12 1-5 >5 Total
Consolidated months months years years

$ $ $ 3 3
Financial assets
Cash and cash equivalents 892,919 - - - 892,919
Trade and other receivables 294,094 - 1,305,365 - 1,599,459
Other interest bearing financial assets 24,919 2,528,871 2,553,790
Other non-interest bearing financial assets - - - 1,368,177 1,368,177
1,211,932 - 3,834,236 1,368,177 6,414,345

Financial liabilities
Trade and other payables 848,923 - - - 848,923
Interest bearing loans and borrowings 112,812 - 10,468,612 - 10,581,424

961,735 - 10,468,612 - 11,430,347
Net Maturity 250,197 - (6,634,376) 1,368,177 (5,016,002)
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(e) Foreign exchange risk
Foreign exchange risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because
of changes in foreign exchange rates.
Foreign exchange risk arises when future commercial transactions and recognised financial assets and financial
liabilities are denominated in a currency that is not the Group entity’s functional currency.
The Group has operations in Indonesia and is exposed to foreign exchange risk arising from currency exposures to
Indonesian rupiah.
The Group manages foreign currency risk by monitoring forecast cash flows in currencies other than Australian dollars
and ensuring that adequate Indonesian rupiah balances are maintained.
The objective of the Group’s foreign exchange risk management policy is to ensure its financial viability despite
potential periods of unfavourable exchange rates. Regular sensitivity analysis is conducted to evaluate the potential
impact of unfavourable exchange rates on the Group’s future financial position. The results of this evaluation are used
to determine the most appropriate risk mitigation tool to be used.
No foreign currency hedging transactions were entered into during the financial year or prior financial year.
The Group’s and parent entity’s exposure to foreign exchange risk at 30 June 2010 was as follows:
Group & parent 30 June 2010 30 June 2009
IDR IDR
AUD AUD
Cash & cash equivalents 2,226 17,108
Net investment in foreign operation 822,540 1,099,114
For the year ended and as at 30 June 2010, if the Indonesian rupiah currency set out in the table below,
strengthened or weakened against the Australian dollar by the percentage shown, with all other variables held
constant, post tax profit and equity would have been affected as follows:
Post tax loss Equity
higher / (lower) higher / (lower)
Judgements of reasonably possible movements 2010 2009 2010 2009
$000 $000 $000 $000
Consolidated
+ 10% change currency (82,477) (111,622) 82,477 111,622
- 10% change in currency 82,477 111,622 (82,477) (111,622)

()] Fair value estimation
The fair value of financial assets and financial liabilities must be estimated for recognition and measurement
or for disclosure purposes.

The fair value of financial instruments traded in active markets (such as trading securities) is based on quoted
market prices at the reporting date. The quoted market price used for financial assets held by the Group is the
current bid price.

The carrying value less impairment provision of trade receivables and payables are assumed to approximate
their fair values due to their short term nature.
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CONSOLIDATED

12 months to

6 months to June

June 2010 2009
$
26. CASH FLOW STATEMENT
Cash balances comprise:
Cash at bank 150,975 686,690

For the purpose of the cash flow statement, cash and cash equivalents

consist of cash and cash equivalents as defined above, net of

outstanding bank overdrafts.

Reconciliation of net cash outflow from operating activities to loss

after income tax
Loss after income tax (17,482,795) (2,447,828)
Impairment of non current assets 1,420,660 -
Profit on acquisition of subsidiary (4,764,741) -
Loss on sale of property, plant and equipment 450,697 -
Loss on disposal of investments 662,392 -
Depreciation 187,412 6,185
Share based payments 125,888 -
Payments for project evaluation - 260,330
Write off of stamp duty on asset purchase 290,730 -
Write off of investments 47,478 -
Diminution of investments 11,908,415 489,607
Changes in operating assets and liabilities

Decrease / (Increase) in receivables (310,427) (287,931)

Decrease / (Increase) in prepayments (36,072) (24,919)

Increase/(decrease) in payables 1,646,168 471,112

Increase / (decrease) in employee entitlements (4,392) 34,457
Net cash outflow from operating activities (5,858,587) (1,498,987)

¢) Non-cash transactions

During the 2010 financial year the Group entered into the following non-cash financing and investing transactions

which are not reflected in the statement of cash flows:

e Convertible notes issued to Stirling Resources Limited from Redbank Copper Limited were converted on

14 July 2009 (50,000,000 at $0.02 per share)

e As announced on 28 July 2009, Stirling Resources Limited settled the sale of its zircon assets to Matilda

Zircon Limited which involved the following transactions:

- a $350,000 loan to Matilda Zircon Limited was converted to 35,000,000 Matilda Zircon Limited shares

- Stirling Resources Limited’s zircon assets were transferred to Matilda Zircon Limited for 250,000,000
shares at $0.02 in Matilda Zircon Limited and a deferred cash settlement of $1,000,000

- Stirling Resources Limited acquired 171,000,000 shares in Matilda Zircon Limited previously held by
Territory Resources Limited

On 17 Dec 2009, the debt facility provided to Redbank Copper Limited of $1,558,634 was converted at
$0.017 per share for 91,684,353 shares in Redbank Copper Limited.

$7,500,000 loan funds received by DCM DECOmetal GmbH as at 31/12/09 were converted to 50,000,000
ordinary shares during the march 2010 quarter as part of the placements approved at a general meeting held
on 15 March 2010.
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CONSOLIDATED

12 months to 6 months to
June 2010 June 2009
$
27. EXPENDITURE COMMITMENTS
(a) Operating leases (non-cancellable)
Minimum lease payments
- not later than one year 505,514 522,248
- later than one year but not later than five years 1,104,886 1,855,291
- greater than five years - -
1,610,400 2,377,539
(b) Finance leases 2010 2009
Minimum lease  Present value Minimum Present value
payments of lease lease of lease
payments payments payments
$ $ $ $

Consolidated entity and parent entity

Within one year 25,021 22,994 117,458 117,458
After one year but not more than five years - - - -
Greater than five years - - - -

Total minimum lease payments 25,021 22,994 117,458 117,458
Less amounts representing future finance charges 2,027 - 4,646 4,646
Present value of minimum lease payments 22,994 22,994 112,812 112,812

(c) Tenement expenditure proposed
Estimated lease rentals and exploration expenditure required to meet minimum expenditure requirements of the various
Mines Departments in Australia to maintain current rights of tenure to mining and exploration tenements.

CONSOLIDATED

2010 2009
$ $
Minimum lease payments
- not later than one year 458,000 574,000
- later than one year but not later than five years 1,647,600 2,296,000
- greater than five years - -
2,105,600 2,870,000

28. SHARE BASED PAYMENTS

Share based payment plans for Stirling Resources

No options over ordinary shares were issued as share based payments during the year ended 30 June 2010 nor the
year ended 30 June 2009

Share based payment plans for subsidiary — Matilda Zircon Limited
Employee Share Option Plan
Matilda Zircon Limited Incentive Option Scheme
The plan was approved by shareholders at a meeting held on 5 October 2009.

General Employee Share Loan Plan
The expense recognised in the income statement in relation to share-based payments is $87,115.
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The following share-based payment arrangements were in place during the current and prior periods:

Number Grant date Expiry  Exercise Fair value at
date price grant date
$

The following table illustrates the number (No.) and
weighted average exercise prices of and movements in
share options issued during the year:
Series 1 9,000,000 4-Nov-09  30-Jun-12 0.04 0.003
Series 2 16,000,000 4-Nov-09  30-Jun-12 0.05 0.003
Series 3 3,500,000 2-Dec-09 30-Jun-12 0.05 0.002
Series 4 2,000,000 8-Mar-10  30-Jun-12 0.04 0.003

2010 2010 2009 2009

No. Weighted No. Weighted

average average
exercise exercise
price price

Outstanding at the beginning of the year
Granted during the year 30,500,000 0.05 0 0
Forfeited during the year 0 0 0
Exercised during the year 0 0 0
Expired during the year 0 0 0
Outstanding at the end of the year 30,500,000 0.05 0 0

Exercisable at the end of the year

The outstanding balance as at 30 June 2010 is represented

by:
« 11,000,000 options over ordinary shares with an exercise price of $0.04 each, exercisable upon meeting the above conditions
and until 30 June 2012;

» 19,500,000 options over ordinary shares with an exercise price of $0.05 each, exercisable upon meeting the above conditions
and until 30 June 2012;

The weighted average remaining contractual life for the share options outstanding as at 30 June 2010 is 2.65 years (2009: 0)
The range of exercise prices for options outstanding at the end of the year was $0.04 - $0.05. (2009: Nil).
The weighted average fair value of options granted during the year was $0.003 (2009: Nil).

The fair value of the equity-settled share options granted under both the option plans is estimated as at the date of grant using
the binomial and Black and Scholes model taking into account the terms and conditions upon which the options were granted.

The following table lists the inputs to the model used for
the years ended 30 June 2009 and 30 June 2010:

SERIES1 SERIES 2 SERIES 3 SERIES 4

Dividend yield (%) 0.00% 0.00% 0.00% 0.00%
Expected volatility (%) 60.00% 60.00% 60.00% 60.00%
Risk-free interest rate (%) 5.75% 5.75% 5.75% 5.75%
Expected life of option (years) 2.65 2.65 2.58 2.32
Exercise price (cents) 0.05 0.04 0.05 0.04
Grant date share price 4/11/2009 4/11/2009 4/11/2009 8/03/2010

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. No other features of options granted were incorporated into the measurement of fair value.
The carrying amount of the liability relating to the cash-settled share-based payment at 30 June 2010 is Nil; (2009: Nil).
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29. PARENT ENTITY INFORMATION

(a) Financial Position
Assets
Current assets
Non-current assets
Total assets
Liabilities
Current liabilities
Non -current liabilities
Total liabilities
Equity
Issued capital
Retained earnings
Reserves
Asset Revaluation Reserve
Other reserves
Total equity

(b) Financial performance

Loss for the period
Other comprehensive income

Total loss for the period

(d) Contingent liabilities of the parent entity

Refer to note 23.

The 2009 comparative period is for the period from 1 January 2009 to 30 June 2009
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2010 2009
$ $
414,846 1,152,809
15,355,213 4,757,224
15,770,059 5,910,033
1,117,624 3,130,459
2,600,000 -
3,717,624 3,130,459
35,938,289 23,226,503
(25,917,942) (22,479,017)
(81,256) ]
2,113,344 2,032,088
12,052,435 2,779,574
(3,438,925) (1,752,989)
(3,438,925) (1,752,989)




STIRLING RESOURCES LIMITED

30. Business Combinations

On 16 July 2009, Stirling Resources Limited acquired a 79.76% interest in Matilda Zircon Limited. Matilda Zircon Limited
is mineral sands development company and was acquired as part of Stirling’s plan to build a strategic and diversified
resources portfolio specifically focusing on investment opportunities in zircon, copper and gold.

Stirling Resources Limited acquired its interest as a result of the sale of its zircon assets to Matilda Zircon Limited which
involved the following transactions:
e a$350,000 loan to Matilda Zircon Limited was converted to 35,000,000 Matilda Zircon Limited shares
e  Stirling Resources Limited’s zircon assets were transferred to Matilda Zircon Limited for 250,000,000 shares at
$0.02 in Matilda Zircon Limited (which included 171,000,000 shares in Matilda Zircon Limited previously held
by Territory Resources Limited) and a deferred cash settlement of $1,000,000. The deferred settlement is be
payable from cash flow from the Zircon mineral assets or the sale of Matilda Zircon Limited’s other assets
(subject to reasonable and prudent working requirements). The deferred payment is an unsecured, interest free
obligation.

Since 16 July 2009 and as at 30 June 2010, Stirling Resources Limited’s interest has been diluted to 64.92% as a result of
share issues made by Matilda Zircon Limited during the year. This has resulted in an $891,359 net debit to the Equity
Reserve.

Consideration transferred

Sale of Zircon mineral assets to Matilda Zircon Limited for 250,000,000 shares in Matilda Zircon Limited.
Acquisition related costs of $42,773 have been excluded from the consideration transferred and included in the income
statement.

Fair value of assets acquired and liabilities assumed at the date of acquisition — 31 July 2009

$
Current assets
Cash and cash equivalents 173,283
Receivables 118,923
Inventory 39,222
Prepayments 26,516
Non-current assets
Property, plant and equipment 3,894,089
Mineral interests 12,628,694
Current liabilities
Payables and provisions (855,205)
Borrowings (2,783,605)
Non-current liabilities
Borrowings (1,000,000)
Net identifiable assets acquired 12,241,917

Non-controlling interests

The non-controlling interest ($2,477,176) in Matilda Zircon Limited is recognised at the acquisition date by the
proportionate share of Matildas Zircon Limited’s identifiable net assets.

Purchase gain

$
Fair value of net assets acquired 12,241,917
Less: consideration transferred (5,000,000)
Less: non-controlling interest (20.24%) (2,477,176)
Bargain purchase gain 4,764,741

Net cash flow arising on acquisition

$
Consideration paid in cash -
Add: Cash and cash equivalents acquired 173,283
Inflow of cash 173,283
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DECLARATION BY DIRECTORS
In the opinion of the Directors:
1. the financial statements and notes are in accordance with the Corporations Act 2001, including:

(a) complying with Australian Accounting Standards, the Corporations Regulations 2001 and other
mandatory professional reporting requirements; and

(b) giving a true and fair view of the Company’s and Group’s financial position as at 30 June 2010 and of
their performance for the financial year ended on that date; and

2. at the date of this declaration and as set out in Note 2, there are reasonable grounds to believe that the
Company will be able to pay its debts as and when they become due and payable; and

3. as set out in Note 2, the financial statements and notes thereto are in accordance with International Financial
Reporting Standards issued by the International Accounting Standards Board.

The Directors have been given the declaration by the Chief Executive Officer and Chief Financial Officer required
by section 295A of the Corporations Act 2001.

This declaration is made in accordance with a resolution of the Directors.

]

e Ta)

\.

D Nabarro
Chairman

Perth, Western Australia
30 September 2009
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Report on the Financial Report wirw_dielolite com.au

We have audited the accompanying financial report of Strling Resources Timited, which comprises
the consolidated statement of financial position as at 30 June 2010, and the consolidated statement of
comprehensive income, the consolidated statement of cash flows and the consolidated statement of
changes in equity for the year ended on that date, notes comprising a summary of significant
accounting policies and other explanatory information, and the directors’ declaration of the
consolidated entity comprising the conpany and the entifies it controlled at the year's end or from
time to time durmg the financial year as set out on pages 15 to 56.

Diirectors* 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 Auvstralian Accounting Standards (mcluding the Awstralian
Interpretafions) and the Corporafions Aet 2001, This responsibility nchades establishing and
muintaining internal contrel relevant to the preparation and fair presentation of the financial report that
15 free from matenal misstatement, whether due to frand or emor; selecting and applying appropriate
accounting policies; and making accounting estimates that are reasonable in the circumstances. In
Note 2, the directors alse state, in accordance with Accowmting Standard AASE 101 Presentaiion of
Financial Stofements, that compliance with the Australian equivalents to International Financial
Reporting Standards ensures that the financial report, compnsing the financial statements and notes,
complies with International Financial Reporting Standards.

Auditor s Responsibality

Chir respensibility is to express an opimion on the financial report based on owr andit. We conducted
our audit in accordance with Anstralian Anditing Standards. These Anditing Standards require that we
comply with relevant ethical requirements relating to audit engagements and plan and perform the
audit to obtan reasonable assurance whether the financial report is free from matenal misstaternent.

An audit involves performing procedures to obtain audit evidence about the amoumnts and disclosures
in the financial report. The procedures selected depend on the anditor’s judgement. meluding the
assessment of the nsks of material misstatement of the fmancial repert, whether due to frand or emor.
In making those nsk assessments, the awditor considers intermal comtrol relevant fo the entity's
preparation and fair presentation of the financial report in order to design audit procedores that are
approprate in the circumstances, but not for the purpese of expressing an opimon on the effectiveness
of the entity’s infernal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accoumting 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 15 sufficient and appropnate to provide a basis for

Lisbikity limited by a schemss approved undsr Professional Standends Legislation.

) Deloitta Touche Tohmatsa
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STIRLING RESOURCES LIMITED

Deloitte

Auditor s Independence Declavation

In conducting our audit, we have complied with the mdependence requirements of the Corporations
det 2001

Auditor’s Cpinion
In our opinien:

(a) the finaneial report of Strling Pesources Limited is in accordance with the Corporations Aer
2001, ncluding:

(1) giving a tme and fair view of the consolidated entity’s finaneial posiion as at 30 hune 2010
and of its performance for the year ended on that date; and

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

() the financial report also complies with International Financial Eeporting Standards as disclosed i
Wote 2.

Material Uncertainty Regarding Contimiation as a Going Concern

Without qualifying our opinion. we draw attention to Note 2 in the financial report which indicates
that the consolidated enfity incwrred a net loss of $17.482,795, expenenced net cash outflows from
operating activities of $3,858.387 during the vear ended 30 June 2010 and, as of that date, the
consolidated entity’s cument liabilities exceeded its current assets by $3,381,108. These conditions,
along with other matters as set forth in Note 2. indicate the exastence of a material imcertainty which
may cast significant deubt about the abdity of the company and consolidated entity to continue as
going concerns and whether they will realise their assets and extinnush their liabilifies in the normal
course of business and at the amounts stated in the financial report.

Report on the Remuneration Report

We have audited the Fermmeration Beport included on pages 6 to 10 of the directors’ report for the
vear ended 30 June 2010. The directors of the company are responsible for the preparation and
presentaticn of the Rermmeration Feport in accordance with section 3004 of the Corporations Act
2001, Our respensibility is to express an opinion on the Femmmeration Report, based on our andit
conducted in accordance with Australian Auditing Standards.

Auditor’s Opinion

In our opmion the Fenmmeration Report of Strlmg Resources Limited for the year ended 30 Jume
2010 complies with section 300A of the Corporations Act 2001

bl Tocke Tolnnbice

DELOITTE TOUCHE TOHMATSU

A T Richards

Partner

Charterad Accoumtants
Perth, 30 September 2010
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