PHOSPHATE AUSTRALIA LIMITED

ABN 51 129 158 550

BALANCE SHEET
AS AT 30 JUNE 2009

CURRENT ASSETS

Cash and cash equivalents
Trade and other receivables
Prepayments

Other

TOTAL CURRENT ASSETS

NON CURRENT ASSETS
Property, plant and equipment
Exploration, evaluation and development expenditure
TOTAL NON CURRENT ASSETS
TOTAL ASSETS

CURRENT LIABILITIES

Trade and other payables
Provisions

TOTAL LIABILITIES

NET ASSETS

EQUITY

Issued capital

Share option reserve
Accumulated losses

TOTAL EQUITY

The accompanying notes form part of these financial statements.

Note

8

10
11

12
13

14
15

16
17
18

30 June 2009 30 June 2008
$ $
5,057,270 9,615,734
110,595 69,227
1,271 14,923
1,826 1,818
5,170,962 9,701,702
1,069,830 10,116
3,128,232 106,007
4,198,062 116,123
9,369,024 9,817,825
303,428 179,821
36,989 591
340,417 180,412
9,028,607 9,637,413
9,692,004 9,692,004
26,976 3,144
(690,373) (57,735)
9,028,607 9,637,413
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PHOSPHATE AUSTRALIA LIMITED

ABN 51 129 158 550

INCOME STATEMENT

FOR THE YEAR ENDED 30 JUNE 2009

Sales

Other revenues from ordinary activities
Total Revenue

Employee benefits expense
Depreciation expense

Rental expenses

Administration expenses

Share Based Payment

Total Expenses

Loss before income tax expense
Income tax expense

Loss after related income tax expense

Basic loss per share (cents per share)

Diluted loss per share (cents per share)

The accompanying notes form part of these financial statements.

Note

22

22

10 Jan 2008
30 June 2009 to
$ 30 June 2008
$

431,130 9,399
431,130 9,399
(384,220) (591)
(169,886) (1,419)
(81,943) (3,612)
(403,887) (58,368)
(23,832) (3,144)
(1,063,768) (67,134)
(632,638) (57,735)
(632,638) (57,735)
(0.668) (0.065)
(0.668) (0.065)
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PHOSPHATE AUSTRALIA LIMITED

ABN 51 129 158 550

CASH FLOW STATEMENT
FOR THE YEAR ENDED 30 JUNE 2009

CASH FLOWS FROM OPERATING ACTIVITIES
Payments to suppliers and employees

Interest received

Payments from trade debtors

NET CASH FLOWS USED IN OPERATING ACTIVITIES
(see (i) below)

CASH FLOWS FROM INVESTING ACTIVITIES
Payments for property, plant and equipment
Payments for exploration, evaluation and
development expenditure

Deposits paid

NET CASH FLOWS USED IN INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issue of shares

Share applications refundable

Share issue expenses

NET CASH FLOWS PROVIDED BY FINANCING ACTIVITIES

NET INCREASE IN CASH AND CASH EQUIVALENTS HELD
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

(i) CASH FLOW INFORMATION

Reconciliation of the loss from continuing operations
after income tax to the net cash flows from operating
activities.

- Loss from continuing operations after income tax

- Increase in debtors

- (Increase)/decrease in prepayments

- Increase in trade creditors

- Depreciation expense

- Share based payments

- Employee benefits accrued

NET CASH FLOWS USED IN OPERATING ACTIVITIES

CASH AT BANK

The accompanying notes form part of these financial statements.

10 January
2008 to
30 June 2009 30 June 2008
$ $

(765,012) (48,592)
408,087 -

- 4,543
(356,925) (44,049)
(1,350,183) (12,688)
(2,707,356) (107,001)
(15,000) (2,000)
(4,072,539) (121,689)
- 10,201,875
(129,000) 129,000
- (549,403)
(129,000) 9,781,472
(4,558,464) 9,615,734
9,615,734 -
5,057,270 9,615,734
(632,638) (57,735)
(24,717) (9,398)
13,652 (795)
56,662 18,725
169,886 1,419
23,832 3,144
36,398 591
(356,925) (44,049)
5,057,270 9,615,734
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PHOSPHATE AUSTRALIA LIMITED
ABN 51 129 158 550

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

Balance on incorporation
10 January 2008

Share issued for during the
period

Options issued during the period
Less: Share issue costs

Loss for the year

Balance as at 30 June 2008

Balance as at 1 July 2008
Options expensed for year

Loss for the year

Balance as at 30 June 2009

Ordinary Share Accumulated Total
Shares Option Loss
Reserve
$ $ $ $
10,001,975 - - 10,091,975
- 3,144 - 3,144
(509,871) - - (509,871)
- - (57,735) (57,735)
9,692,004 3,144 (57,735) 9,637,413
9,692,004 3,144 (57,735) 9,637,413
- 23,832 - 23,832
- - (632,638) (632,638)
9,692,004 26,976 (690,373) 9,028,607
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PHOSPHATE AUSTRALIA LIMITED
ABN 51 129 158 550

NOTES TO AND FORMING PART OF THE
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

Note 1.CORPORATE INFORMATION

Phosphate Australia Limited is a company limited by shares incorporated in Australia whose shares
are publicly traded on the Australian Securities Exchange.

The nature of the operations and principal activities of the Company are described in note 19.

Note 2.SUMMARY OF ACCOUNTING POLICIES

The Financial Report of Phosphate Australia Limited for the year ended 30 June 2009 was authorised
for issue in accordance with a resolution of the directors on 26 August 2009.

The significant accounting policies, which have been adopted in the preparation of this financial report,
are:

(a) Basis of preparation

The financial report has been prepared on the basis of historical cost, except for certain financial
instruments which are carried at fair value. Cost is based on the fair values of the consideration given
in exchange for assets.

In the application of the Australian Accounting Standards management is required to make judgments,
estimates and assumptions about carrying values of assets and liabilities that are not readily apparent
from other sources. The estimates and associated assumptions are based on historical experience
and various other factors that are believed to be reasonable under the circumstances, the results of
which form the basis of making the judgments. Actual results may differ from these estimates.

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

Judgments made by management in the application of the Australian Accounting Standards that have
significant effects on the financial statements and estimates with a significant risk of material
adjustments in the next year are disclosed, where applicable, in the relevant notes to the financial
statements. Accounting policies are selected and applied in a manner which ensures that the
resulting financial information satisfies the concepts of relevance and reliability, thereby ensuring
that the substance of the underlying transactions or other events is reported.

(b) Statement of Compliance

The financial report complies with Australian Accounting Standards, which include Australian
equivalents to International Financial Reporting Standards (AIFRS). The financial report also complies
with International Financial Reporting Standards (IFRS).

In the current year the Company has adopted all of the new and revised Standards and Interpretations
issued by the AASB that are relevant to its operations and effective for the current annual reporting
year. Details of the impact of the adoption of these new accounting standards are set out in the
individual accounting policy notes set out below.

Australian Accounting Standards and Interpretations that have recently been issued or amended but
are not yet effective have not been adopted by the Company for the annual reporting year ended 30
June 2009. These are outlined in the table below:
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PHOSPHATE AUSTRALIA LIMITED
ABN 51 129 158 550

NOTES TO AND FORMING PART OF THE
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

(b) Statement of Compliance (cont)

Reference Title Summary Application Impact on financial report Application
date of date for
standard Company

AASB 8 and Operating New Standard 1 January AASB 8 is a disclosure standard so | 1 July 2009

AASB 2007-3 | Segments and | replacing AASB114 2009 will have no direct impact on the

consequential Segment Reporting, amounts included in the
amendments which adopts a Company’s financial statements.
to other management reporting In addition, the amendments may
Australian approach to segment have an impact on the Company’s
Accounting reporting. segment disclosures.

Standards

AASB 101 Presentation Introduces a 1 January These amendments are only 1 July 2009

(revised) and | of Financial statement of 2009 expected to affect the presentation

AASB 2007-8 | Statements comprehensive of the Company’s financial report

and income. and will not have a direct impact on
consequential | Other revisions the measurement and recognition
amendments include impacts on the of amounts disclosed in the
to other presentation of items financial report. The Company has
Australian in the statement of not determined at this stage
Accounting changes in equity, whether to present a single
Standards new presentation statement of comprehensive

requirements for income or two separate

restatements or statements.

reclassification of

items in the financial

statements, changes

in the presentation

requirements for

dividends and

changes to the titles of

the financial

statements.

AASB 2008-1 | Amendments The amendments 1 January The Company has share-based 1 July 2009

to Australian clarify the definition of | 2009 payment arrangements that may
Accounting ‘vesting conditions’, be affected by these amendments.
Standard — introducing the term However, the Company has not yet
Share-based ‘non-vesting determined the extent of the
payments: conditions’ for impact, if any.
Vesting conditions other than
Conditions vesting conditions as
and specifically defined
Cancellations and prescribe the

accounting treatment

of an award that is

effectively cancelled

because a non-vesting

condition is not

satisfied.

Amendments Improvements | The improvements 1 January The Company has not yet 1 July 2009

to to IFRSs. project is an annual 2009 except determined the extent of the impact

International project that provides a | for of the amendments, if any.

Financial mechanism for making | amendments

Reporting non-urgent, but to IFRS 5,

Standards necessary, which are

amendments to effective from
IFRSs. The IASB has | 1 July 2009

separated the
amendments into two
parts: Part 1 deals
with changes the IASB
identified resulting in
accounting changes;
Part Il deals with
either terminology or
editorial amendments
that the IASB believes
will have minimal
impact.
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PHOSPHATE AUSTRALIA LIMITED
ABN 51 129 158 550

NOTES TO AND FORMING PART OF THE
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

(c) Prior year comparatives
The Company was incorporated on 10 January 2008. As such, the profit and loss comparatives shown
are for the period 10 January 2008 to 30 June 2008.

(d) Cash and cash equivalents
Cash and cash equivalents comprise cash on hand, cash in banks and investments in money market
instruments, net of outstanding bank overdrafts.

(e) Employee benefits

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

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

Provisions made in respect of employee benefits which are not expected to be settled within 12 months
are measured as the present value of the estimated future cash outflows to be made by the company in
respect of services provided by employees up to reporting date.

Defined contribution plans
Contribution to defined contribution superannuation plans are expensed when incurred.

(f) Goods and services tax
Revenues, expenses and assets are recognised net of the amount of goods and services tax (GST),
except:

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

i. for receivables and payables which are recognised inclusive of GST.

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

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

(g) Income tax

Current tax

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

Deferred tax

Deferred tax is accounted for using the balance sheet liability method. Temporary differences are
differences between the tax base of an asset or liability and its carrying amount in the balance sheet. The
tax base of an asset or liability is the amount attributed to that asset or liability for tax purposes.

In principle, deferred tax liabilities are recognised for all taxable temporary differences. Deferred tax
assets are recognised to the extent that it is probable that sufficient taxable amounts will be available
against which deductible temporary differences or unused tax losses and tax offsets can be utilised.
However, deferred tax assets and liabilities are not recognised if the temporary differences giving rise to
them arise from the initial recognition of assets and liabilities (other than as a result of a business
combination) which affects neither taxable income nor accounting profit.
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PHOSPHATE AUSTRALIA LIMITED
ABN 51 129 158 550

NOTES TO AND FORMING PART OF THE
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

(9) Income tax — continued

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the year(s)
when the asset and liability giving rise to them are realised or settled, based on tax rates (and tax laws)
that have been enacted or substantively enacted by reporting date. The measurement of deferred tax
liabilities and assets reflects the tax consequences that would follow from the manner in which the
company expects, at the reporting date, to recover or settle the carrying amount of its assets and
liabilities.

Deferred tax assets and liabilities are offset when they relate to income taxes levied by the same taxation
authority and the Company intends to settle its current tax assets and liabilities on a net basis.

Current and deferred tax for the year

Current and deferred tax is recognised as an expense or income in the income statement, except when it
relates to items credited or debited directly to equity, in which case the deferred tax is also recognised
directly in equity, or where it arises from the initial accounting for a business combination, in which case it
is taken into account in the determination of goodwill or excess.

(h) Payables
Trade payables and other accounts payable are recognised when the Company becomes obliged to
make future payments resulting from the purchase of goods and services.

(i) Property, plant and equipment
Plant and equipment and leasehold improvements are stated at cost less accumulated depreciation and
impairment. Cost includes expenditure that is directly attributable to the acquisition of the item.

Depreciation is provided on property, plant and equipment and is calculated on a straight line basis so as
to write off the net cost of each asset over its expected useful life to its estimated residual value.
Leasehold improvements are depreciated over the year of the lease or estimated useful life, whichever is
the shorter, using the straight line method. The estimated useful lives, residual values and depreciation
method are reviewed at the end of each annual reporting year.

The following estimated useful lives are used in the calculation of depreciation:

. Office equipment - 3 years

. Furniture & Fittings - 10 years

. Vehicles - 12 years

. Plant & equipment - 3 years

. Buildings & improvements - 7 years

)] Provisions
Provisions are recognised when the Company has a present obligation, the future sacrifice of economic
benefits is probable, and the amount of the provision can be measured reliably.

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

When some or all of the economic benefits required to settle a provision are expected to be recovered
from a third party, the receivable is recognised as an asset if it is virtually certain that recovery will be
received and the amount of the receivable can be measured reliably.
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PHOSPHATE AUSTRALIA LIMITED
ABN 51 129 158 550

NOTES TO AND FORMING PART OF THE
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

(k) Revenue recognition

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

Sale of Goods
Sales revenue is recognised when significant risks are rewards of ownership have passed to the
purchaser.

() Share-based payments

Equity-settled share-based payments are measured at fair value at the date of grant. Fair value is
measured by use of a Black-Scholes model. The expected life used in the model has been adjusted,
based on management’s best estimate, for the effects of non-transferability, exercise restrictions, and
behavioural considerations.

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

(m) Exploration and evaluation
Exploration and evaluation expenditure costs are accumulated in respect of each separate area of
interest.

Exploration and evaluation costs are carried forward where the right of tenure of the area of interest is
current and they are expected to be recouped through sale or successful development and exploitation
of the area of interest, or, where exploration and evaluation activities in the area of interest have not yet
reached a stage that permits reasonable assessment of the existence of economically recoverable
reserves and active and significant operations, in, or in relation to, the area of interest are continuing.

These assets are considered for impairment on a six monthly basis, depending on the existence of
impairment indicators including:

] the year for which the Company has the right to explore in the specific area has expired during the
year or will expire in the near future, and is not expected to be renewed;

= substantive expenditure on further exploration for and evaluation of mineral resources in the
specific area is neither budgeted nor planned;

= exploration for and evaluation of mineral resources in the specific area have not led to the

discovery of commercially viable quantities of mineral resources and the company has decided to
discontinue such activities in the specific area; and

Ll sufficient data exists to indicate that, although a development in the specific area is likely to
proceed, the carrying amount of the exploration and evaluation asset is unlikely to be recovered in
full from successful development or by sale.

Accumulated costs in relation to an abandoned area are written off in full against profit/(loss) in the year
in which the decision to abandon the area is made.

When production commences, the accumulated costs for the relevant area of interest are transferred to
development assets.
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PHOSPHATE AUSTRALIA LIMITED
ABN 51 129 158 550

NOTES TO AND FORMING PART OF THE
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

(n) Development Costs
Development costs related to an area of interest are carried forward to the extent that they are expected
to be recouped either through sale or successful exploitation of the area of interest.

Amortisation is not charged on costs carried forward in respect of areas of interest in the development
phase until production commences. When production commences, carried forward development costs
are amortised on a units of production basis over the life of the economically recoverable reserves.

(0) Provision for restoration and rehabilitation

A provision for restoration and rehabilitation is recognised when there is a present obligation as a result
of exploration, development, production, transportation or storage activities undertaken, it is probable
that an outflow of economic benefits will be required to settle the obligation, and the amount of the
provision can be measured reliably. The estimated future obligations include the cost of removing
facilities, abandoning sites/wells and restoring the affected areas.

The provision for future restoration costs is the best estimate of the present value of the expenditure
required to settle the restoration obligation at the reporting date, based on current legal and other
requirements and technology. Future restoration costs are reviewed annually and any changes in the
estimate are reflected in the present value of the restoration provision at each reporting date.

The initial estimate of the restoration and rehabilitation provision relating to exploration, development and
milling/production facilities is capitalised into the cost of the related asset and depreciated/amortised on
the same basis as the related asset, unless the present obligations arises from the production of
inventory in the year, in which case the amount is included in the cost of production for the year.
Changes in the estimate of the provision for restoration and rehabilitation are treated in the same
manner, except that the unwinding of the effect of discounting on the provision is recognised as a finance
cost rather than being capitalised into the cost of the related asset.

(p) Financial instruments

Debt and equity instruments

Debt and equity instruments are classified as either liabilities or as equity in accordance with the
substance of the contractual arrangements.

Transaction costs on the issue of equity instruments

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

(q) Financial Assets

Investments are recognised and derecognised on trade date where purchase or sale of an investment is
under a contract whose terms requires legal transfer of the investment within the timeframe established
by the market concerned, and are initially measured at fair value, net of transaction costs.

Other financial assets are classified into the following specific categories: financial assets at fair value
through profit or loss, held-to-maturity investments, available-for-sale financial assets and loans and
receivables. The classification depends on the nature and purpose of the financial asset and is
determined at the time of initial recognition.

Financial assets at fair value through profit or loss
Financial assets held for trading purposes are classified as current assets and are stated at fair value,
with any resultant gain or loss recognised in profit or loss.

Loans and receivables
Trade receivables, loan and other receivables are recorded at amortised cost less impairment.
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PHOSPHATE AUSTRALIA LIMITED
ABN 51 129 158 550

NOTES TO AND FORMING PART OF THE
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

(r) Impairment of assets

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

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

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (cash-generating unit) is reduced to its recoverable amount. An
impairment loss is recognised in the income statement immediately.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating
unit) is increased to the revised estimate of its recoverable amount, but only to the extent that the
increased carrying amount does not exceed the carrying amount that would have been determined had
no impairment loss been recognised for the asset (cash-generating unit) in prior years. A reversal of an
impairment loss is recognised in the income statement immediately.

(s) Leased assets
Leases are classified as finance leases whenever the terms of the lease transfer substantially all the
risks and rewards of ownership to the lessee. All other leases are classified as operating leases.

Entity as lessee
Assets held under finance leases are initially recognised at their fair value or, if lower, at amounts equal

to the present value of the minimum lease payments, each determined at the inception of the lease. The
corresponding liability to the lessor is included in the balance sheet as a finance lease obligation.

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

Finance leased assets are amortised on a straight line basis over the estimated useful life of the asset.

Operating lease payments are recognised as an expense on a straight-line basis over the lease term,
except where another systematic basis is more representative of the time pattern in which economic
benefits from the leased asset are consumed.

(t) Critical Accounting Estimates and Judgements

The directors evaluate estimates and judgements incorporated into the financial report based on
historical knowledge and best available current information. Estimates assume a reasonable expectation
of future events and are based on current trends and economic data, obtained both externally and within
the group.

Shared based payments

The values of amounts recognised in respect of share based payments have been estimated based on
fair value of the options. To estimate the fair value an option pricing model has been used. There are
many variable assumptions used as inputs into the model (which have been detailed in note 17). If any of
these assumptions or estimates were to change this could have a significant effect on the amounts
recognised.
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PHOSPHATE AUSTRALIA LIMITED
ABN 51 129 158 550

NOTES TO AND FORMING PART OF THE
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

Note 3. Revenue from Ordinary Activities
30 June 2009 30 June 2008
$ $
Sales Revenue - -
Total Sales Revenue - -
Other Income
Interest received from financial institutions 431,130 9,399
Total Other Income 431,130 9,399
Total Revenue 431,130 9,399
Note 4. Loss from Ordinary Activities
Expenses
Depreciation / amortisation of non-current assets 169,886 1,419
Rental expense on operating leases 66,236 3,612
Annual leave charges 36,399 591
Share based payment expenses 23,832 3,144
Company set up and secretarial expenses 82,353 14,744
Note 5. Income Tax
(@) Income tax expense
The prima facie income tax expense on pre-tax accounting
profit from operations reconciles to the income tax expense
Loss from continuing operations (632,638) (57,734)
Income tax expense calculated at 30% (189,791) (17,320)
Permanent differences:
Non deductible expenses 7,182 5,666
Temporary differences not brought to account as a deferred (18,596) (29,826)
Tax losses not brought to account as a deferred tax asset 201,205 41,480

Income tax expense -
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PHOSPHATE AUSTRALIA LIMITED
ABN 51 129 158 550

NOTES TO AND FORMING PART OF THE
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

Note 5. Income Tax — continued 30 June 2009 30 June 2008
$ $
(b) Deferred Tax liability
Exploration interests at balance sheet 940,786 31,802
Less: Deferred tax assets recognised (tax losses)
Income not assessable for taxation purposes 9,664 2,820
950,450 33,622
(c) Deferred tax assets
Timing differences 11,097 177
Tax losses — revenue 939,353 34,445
Less: Deferred tax assets recognised - -
Deferred tax assets not recognised 950,450 34,622

Not recognised:
Unrecognised tax losses (244,260) (41,480)

The deferred tax asset arising from the tax losses has not been recognised as an asset in the balance
sheet because recovery is not probable.

The taxation benefit of tax losses not brought to account will only be obtained if:

(i) assessable income is derived of a nature and of an amount sufficient to enable the
benefits to be realised;
(ii) conditions for deductibility imposed by the law are complied with; and
(iii) no changes in tax legislation adversely affect the realisation of the benefit from the
deductions.
Note 6. Remuneration Benefits

(@)

The following were key management personnel of the Company during the year:
e James Richards (Non-Executive Chairman)

e Andrew James (Managing Director)

e Lisa Wells (Executive Director - Technical)

e Grant Mooney (Non-Executive Director and Company Secretary)

The Board reviews the remuneration packages of all key management personnel on an annual
basis. The maximum remuneration of non-executive Directors is to be determined by
Shareholders in general meeting in accordance with the Constitution, the Corporations Act and
the ASX Listing Rules, as applicable. At present the maximum aggregate remuneration of non-
executive Directors is $400,000 per annum. The apportionment of non-executive Director
Remuneration within that maximum will be made by the Board having regard to the inputs and
value to the Company of the respective contributions by each non-executive Director.
Remuneration is not linked to specific performance criteria.

The Board policy is to remunerate executive Directors at market rates for comparable companies
for time, commitment and responsibilities. The Board determines payment to the executive
Directors and reviews their remuneration on an individual basis, based on market practices,
duties and accountability. Independent external advice is sought when required. Remuneration is
not linked to specific performance criteria.
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PHOSPHATE AUSTRALIA LIMITED
ABN 51 129 158 550

NOTES TO AND FORMING PART OF THE
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

Note 6. Remuneration Benefits — continued
Short-term employee Post- Share-
benefits employment based
benefits payments
Salary Bonus Super- Options Total
& Fees annuation
$ $ $ $ $
Directors
James Richards 2009 73,333 = 6,600 = 79,933
2008 - - - - -
Andrew James 2009 210,833 - 18,975 - 229,808
2008 - - - - -
Lisa Wells 2009 183,333 - 16,500 - 199,833
2008 31,093 - - - 31,093
Grant Mooney 2009 25,161 - 2,265 - 27,426
2008 - - - - -
TOTAL 2009 492,660 - 44,340 - 537,000
TOTAL 2008 31,093 - - - 31,093

(i) Directors’ options are exercisable at 20 cents each with an expiry date of 31 July 2012. Director
Lisa Wells must remain in continuous employment for a period of two years from the date of
listing in order to exercise her options. Subsequent to an independent valuation using the Black &
Scholes Option Pricing Model a nil value was given to the directors' options.

(i) Ms Lisa Wells has been paid as a consultant to the Company during the previous year from
January to May 2008. These fees totalled $31,093. Lisa Wells became a director of the Company
on 10 February 2008 and a full time employee of with effect from 1 July 2008.

Services Agreements

Mr Andrew James (Managing Director) has a contract of employment with the Company dated 28 April
2008. The contract specifies the duties and obligations to be fulfilled by the Managing Director. The
employment contract has a 3 year term commencing from the date of approval of the Company to list
on the ASX. During the initial 3 year period the Company may only terminate the employment upon
limited events akin to misconduct or incapacity. Thereafter, either party may additionally terminate the
contract without cause by giving three months written notice.

Lisa Wells (Technical Director) has a contract of employment with the Company dated 28 April 2008.
The contract specifies the duties and obligations to be fulfiled by the Technical Director. The
employment contract terminates after 3 years from the date of approval of the Company to list on the
ASX. During the initial 3 year period the Company may only terminate the employment upon limited
events akin to misconduct or incapacity. Thereafter, either party may additionally terminate the
contract without cause by giving three months written notice.

No key management personnel are entitled to any termination payment apart from remuneration
payable up to and including the termination date and any amounts payable due upon accrued leave.
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Note 7. Auditors Remuneration
30 June 2009 30 June 2008
$ $
Amounts received, or due and receivable by the auditors for audit
or review of the financial report
e Taxation services 3,000 -
e Audit 26,710 14,000
¢ Investigating Accountants Report - 15,000
e GST advice 3,569 3,102
33,279 32,102
The auditor for Phosphate Australia Limited is PKF Chartered Accountants.
Note 8. Cash and Cash Equivalents
Cash at bank 5,057,270 9,615,734
Note 9. Trade and Other Receivables
Current
Interest receivable 32,290 9,399
Other debtors 78,305 59,828
110,595 69,227
Note 10. Prepayments
Prepayments 1,271 14,923
Note 11. Other - Current Assets
Deposits paid 1,826 1,818
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Note 12. Property, Plant & Equipment

Fixtures

Land and Plant and Motor &

buildings  equipment _ Vehicles _ Fittings Total
Year ended 30 June 2009
At 1 July 2008, Net of - ) 10,116 ) ) 10,116
accumulated depreciation
Additions 574,919 258,220 391,792 4,670 1,229,601
Disposals - - - - -
Depreciation charge for the year (73,263) (68,560) (27,666) (398) (169,887)
At 30 June 2009, Net of
accumulated depreciation 501,656 199,776 364,126 4,272 1,069,830
At 1 July 2008
Cost or fair value - 11,535 - - 11,535
Accumulated depreciation and i (1,419) i i (1,419)
impairment
Net carrying amount - 10,166 - - 10,166
At 30 June 2009
Cost or fair value 574,919 269,755 391,792 4,670 1,241,136
Accumulated depreciation and (73.263)  (69,979)  (27,666) (398)  (171,306)
impairment
Net carrying amount 501,656 199,776 364,126 4,272 1,069,830

Note 13. Exploration, Evaluation and
Development Expenditure

30 June 2009 30 June 2008

$ $

Opening balance Exploration evaluation and development 103,515 -
Exploration evaluation and development expenses capitalised
during year/period 3,022,203 103,515
Closing balance Exploration evaluation and development 3,125,718 103,515
Opening Balance Tenement expenditure capitalised 2,492 -
Tenement expenditure capitalised during year/period 22 2,492
Closing Balance Tenement expenditure capitalised 2,514 2,492

3,128,232 106,007

The recovery of the costs of expenditure carried forward is dependent upon the discovery of
commercially viable mineral and other natural resource deposits and their development and exploration
or alternatively their sale.

The Company's title to certain mining tenements is subject to Ministerial approval and may be subject to
successful outcomes of native title issues (Refer Note 24).

Note 14. Trade and Other Payables

Share applications refundable - 129,000
Trade Creditors 160,566 -
Payroll accruals 114,397 7,017
Other Creditors 28,465 43,804

303,428 179,821
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Note 15. Provisions 30 June 2009 30 June 2008
$ $
Employee entitlements — annual leave accrued 36,989 591
Total number of employees at the end of the year 13 1
Note 16. Issued Capital
(a) Issued and Paid up Capital 10,201,875 10,201,875
94,675,000 ordinary shares, fully paid
Opening Balance 10,201,875 )
Add movement:
Founding shares - 10 January 2008 - 1,000
Capital subdivision — 28 February 2008 - -
Seed Capital share issue @ 0.001 cent — 28 March 2008 - 200
Seed Capital share issue @ 0.01 cent — 8 April 2008 - 675
Seed Capital share issue @ 10 cents — 9 May 2008 - 200,000
Prospectus share issue @ 20 cents — 25 June 2008 - 10,000,000
Less: Share issue expenses (509,871) (509,871)
Closing balance 9,692,004 9,692,004
Fully paid ordinary shares carry one vote per share and carry the right to dividends.
(b) Options on Issue
31 July 31 July 31 July 11 August
Expiry date 2012 2012 2012 2010
$0.20 $0.20 $0.20 $0.20

Exercise price (Directors)’ (Other)? (Employee & (Employee

consultant)® under ESOP)*
On issue at the beginning of the year - - - -
Directors option issue — 31 March 2008 22,000,000 - - -
Employee and consultants option issue -
7 May 2008 - - 850,000 -
Options transferred (5,000,000) 5,000,000
Employee option issue —30 June 2008 - - - 150,000
Outstanding at balance date 17,000,000 5,000,000 850,000 150,000

The above-mentioned options have the following key terms:

1.

Directors’ options are exercisable at 20 cents each, by the expiry date noted above. Director Lisa Wells must
remain in continuous employment for a period of two years from the date of listing in order to exercise her
options.

Other options were initially issued to directors, but were transferred pursuant to a voluntary court order dated
7 October 2008.

Employee and Consultant options are exercisable at 20 cents each, by the expiry date noted above. The
parties must remain in continuous employment for a period of two years from the date of listing in order to
exercise their options.

Employee options are exercisable at 20 cents each, by the expiry date noted above. They were issued under
the terms and conditions of the Company’s Employee Share and Option Plan with a vesting date of 11
August 2008.

There are no rights to dividends or voting on the above options.
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Note 17. Share Option Reserve

30 June 2009 30 June 2008

$ $

Opening Balance 3,144 -
Directors option issue — 31 March 2008 - -
Employee and consultants option issue - 7 May 2008 21,251 3,144
Employee option issue —30 June 2008 2,581 -
Closing balance 26,976 3,144

The share option reserve arises as the share options granted vest over the vesting year. Amounts are

transferred out of the reserve and into issued capital when the options are exercised.

Using the Black Scholes options valuation and methodology, the fair value of the options were

calculated. The following inputs were used:

INPUT DIRECTOR OTHER EMPLOYEE | EMPLOYEE
OPTIONS @ OPTIONS @ OPTIONS @ | OPTIONS @

$0.20 $0.20 $0.20 $0.20

Share price $0.001 $0.001 $0.10 $0.20
Grant date 26 March 2008 26 March 2008 7 May 2008 30 June
2008

Expected volatility 88% 88% 88% 100%
Expiry date 31 July 2012 31 July 2012 31 July 2012 11 August
2010

Expected dividends Nil Nil Nil Nil
Risk free interest rate 6.12% 6.12% 6.28% 6.83%
Value per option $0.00 $0.00 $0.05 $0.40
Number of options 17,000,000 5,000,000 850,000 150,000
Value of options $0.00 $0.00 $42,500 $10,401

The value of the employee options will be expensed over 2 years in line with the year over which the

vesting conditions apply, which commences on grant date of the options.

Volatility using the Black Scholes method was determined by looking at similar companies for a similar

period.

Note 18. Accumulated Losses 30 June 2009 30 June 2008
$ $

Balance at the beginning of the year (567,735) -

Net loss for the year (611,091) (57,735)

Balance at the end of the year (668,826) (57,735)

Note 19. Statement of Operations by Segment

The Company operates solely in the natural resources exploration industry in the Northern Territory of
Australia. The Company is predominantly involved in phosphate exploration within its project areas and

shall also explore for iron and uranium within these same areas.
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(a)

(b)

NOTES TO AND FORMING PART OF THE

FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2009

Related Party Transactions

Key management personnel compensation
Details of key management personnel compensation are disclosed in Note 6 to the financial

statements.

Key management personnel equity holdings

Fully Paid ordinary shares issued by Phosphate Australia Limited

The movement during the reporting year in the number of ordinary shares in the Company held,
directly, indirectly or beneficially, by each specified director is as follows:

2009
Director Balance at Movement during Balance as at
beginning of year year 30 June 2009
James Richards (i) 20,000,000 (5,000,000)* 15,000,000
Andrew James (ii) 20,050,000 - 20,050,000
Lisa Wells (iii) 2,250,000 - 2,250,000
Grant Mooney (iv) 262,500 - 262,500

(i) James Richards holds 15,000,000 shares in his own name.
(ii) Andrew James holds 20,000,000 shares in his own name. Stephen James, father of Andrew James
holds 50,000 shares.

(iii)
(iv)

Lisa Wells holds 2,000,000 shares in her own name. Margaret Wells, mother of Lisa Wells holds
250,000 shares.
Grant Mooney holds 12,500 shares in his own name. Samantha Mooney, wife of Grant Mooney holds

10,000 shares and Mooney & Partners Pty Ltd of which Grant Mooney is the sole director holds

240,000 shares.

Executive unlisted share options issued by Phosphate Australia Limited
The movement during the reporting year in the number of unlisted options over ordinary shares in
the Company held, directly, indirectly or beneficially, by each specified director is as follows:

Directors Balance Movement Balance Vested but not Vested Options vested
as at During the as at exercisable and during the year
beginning Year 30 June 2009 exercisable
of year

James 10,000,000 (4,000,000)* 6,000,000 6,000,000
Richards
Andrew James 10,000,000 (1,000,000)* 9,000,000 - 9,000,000
Lisa Wells 2,000,000 - 2,000,000 2,000,000 -
Grant Mooney 500,000 - 500,000 500,000

(c)

* Pursuant to a voluntary court order dated 7 October 2008, James Richards transferred 5,000,000
shares and 4,000,000 options to a third party. Under the same court order, Andrew James
transferred 1,000,000 options to the same third party.

Transactions with director related entities

During the financial year a company associated with Lisa Wells was paid for drilling and
associated costs totalling $553,209.

During the year, companies associated with Grant Mooney were paid for company
secretarial and bookkeeping/accounting services provided to the Company totalling

$154,683.

During the year, companies associated with Grant Mooney were paid for rental of office
premises totalling $61,142 pursuant to lease and sub-lease arrangements.
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NOTES TO AND FORMING PART OF THE
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Financial Instruments
Overview

The Company’s principle financial instruments comprise receivables, payables, cash and
short-term deposits. The main risks arising from the Company’s financial instruments are
interest rate risk, credit risk, liquidity risk and commodity prices risk.

This note presents information about the Company’s exposure to each of the above risks,
its objectives, policies and processes for measuring and managing risk, and the
management of capital.

The company manages its exposure to key financial risks in accordance with the
Company’s Risk Management Policy. Key risks are monitored and reviewed as
circumstances change and policies are revised as required. The overall objective of the
Company’s financial risk management policy is to support the delivery of the Company’s
financial targets whilst protecting future financial security.

Given the nature and size of the business and uncertainty as to the timing of cash inflows
and outflows the Company does not enter into derivative transactions to mitigate the
financial risks. In addition, the Company’s policy is that no trading in financial instruments
shall be undertaken for the purposes of making speculative gains. As the Company’s
operations change, the Directors will review this policy periodically going forward.

The Board of Directors has overall responsibility for the establishment and oversight of
the risk management framework. The Board agrees and reviews policies for managing
the Company’s financial risks as summarised below.

Interest rate risk
The Company's exposure to interest rate risk, which is the risk that a financial

instrument's value will fluctuate as a result of changes in market interest rates and the
effective average interest rates in classes of financial assets and liabilities is as follows:

Financial liabilities:

2009 Average Fixed Floating Non- Total

Effective Interest Interest Interest

Interest Rate Rate Bearing

Rate % $ $ $ $
Financial assets:
Cheque account - - - 45,912 45,912
Savings account 3.00 - 930,115 - 930,115
Term deposits 4.09 4,066,243 - - 4,066,243
Receivables - 110,595 110,595

4,066,243 930,115 156,507 5,152,865

Financial liabilities:
Accounts payable - - - 303,428 303,428

- - 303,428 303,428
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Interest rate risk (continued)

2008 Average Fixed Floating Non- Total
Effective Interest Interest Interest
Interest Rate Rate Bearing
Rate % $ $ $ $

Financial assets:
Cheque account -
Savings account 7.15

- 175,734 175,734
9,400,000 - 9,400,000

Term deposits 8.00 40,000 - - 40,000
Receivables - 69,227 69,227

40,000 9,400,000 244,961 9,684,961

Financial liabilities:
Accounts payable - - - 179,821 179,821

- - 179,821 179,821

Interest rate sensitivity

A sensitivity of 10 per cent has been selected as this is considered reasonable given the
current level of both short term and long term interest rates. A 10% movement in interest rates
on reporting date would have increased (decreased) equity and profit and loss by the amounts
shown below. This analysis assumes that all other variables, in particular foreign currency rates
remain constant.

Profit or loss Equity
+10% -10% +10% -10%
$ $ $ $
2009
Cash and cash equivalents 20,351 (20,351) 20,351 (20,351)
2008
Cash and cash equivalents 67,530 (67,530) 67,530 (67,530)
Credit risk

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a
financial instrument fails to meet its contractual obligations. This arises principally from cash
and cash equivalents and trade and other receivables.

There are no significant concentrations of credit risk within the Company. The carrying amount
of the Company’s financial assets represents the maximum credit risk exposure, as
represented below:

2009 2008
$ $
Cash and cash equivalents 5,057,270 9,615,734
Trade and other receivables 110,595 69,227
5,167,865 9,684,961
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Liquidity risk
Liquidity risk is the risk that the Company will not be able to meet its financial obligations as
they fall due. The Board’s approach to managing liquidity is to ensure, as far as possible, that

the Company will always have sufficient liquidity to meet its liabilities when due.

The maturity of all financial assets and liabilities is less than six months.

(e) Commodity price risk
The Company is exposed to commodity price risk. Commodity prices can be volatile and are
influenced by factors beyond the Company’s control. As the Company is currently engaged in
exploration and business development activities, no sales of commodities are forecast for the
next 12 months, and accordingly, no hedging or derivative transactions have been used to
manage commodity price risk.
(f Capital management
The Board’s policy is to maintain a strong capital base so as to maintain investor, creditor and
market confidence and to sustain future development of the business.
(9) Fair value
The net fair value of financial assets and financial liabilities approximate their carrying value.
Net fair value and carrying amounts of financial assets and financial liabilities are disclosed in
the statement of financial position and in the notes to and forming part of the financial
statements.
Note 22. Earnings per Share 2009 2008
Basic (loss) per share (cents per share) (0.668) (0.065)
Diluted (loss) per share (cents per share) (0.668) (0.065)
Basic Earnings per Share 2009 2008

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

Loss (632,638) (57,735)
2009 2008
No. No.

Weighted average number of ordinary shares 94,675,000 88,410,884

Share options are not considered dilutive as the conversion of options to ordinary shares will result in a
decrease in the net loss per share.
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Note 23. Significant Events Subsequent to Year End

On 19 August 2009 the Company announced a share placement of 14,201,250 shares
to a select group of institutions and Sophisticated Investors at an issue price of 27 cents
per share raising gross proceeds of $3.83 million. The share placement has been
facilitated by Bell Potter Securities Limited with funds being applied towards drilling,
metallurgical studies and pre feasibility work at the Highland Plains Project.

Apart from the above there were no significant events subsequent to year end.

Note 24. Contingent Liabilities

In June 1992 the High Court of Australia held in the Mabo case that the common law of
Australia recognises a form of native title. The full impact that the Mabo decision may have on
tenements held by the Company is not yet known. The Company is aware of native title claims
that have been lodged with the National Native Title Tribunal ("the Tribunal") over several
areas in the Northern Territory in which the Company holds interests. The native title claims
have been accepted by the Tribunal for determination under section 63(1) of the Native Title
Act 1993 (Commonwealth).

Note 25. Commitments for Expenditure
These amounts are payable, if required, over various times over the next five years. In addition,

royalty payments may be payable if certain conditions are met in the future. At this time, the
directors do not consider the payments to be probable.

2009 2008
$ $
1. Operating Lease Commitment as follows:
Office Rental
- Due within 1 year 24,491 4,000
Other Rental
- Due within 1 year 21,960 -
- Due 1 to 2 years 3,660 -
Exploration Expenditure Commitments
2. The Company has minimum statutory commitments as conditions of tenure of certain mining

tenements. Whilst these obligations may vary, a reasonable estimate of the minimum
commitment projected to 30 June 2009 if it is to retain all of its present interests in mining and
exploration properties is $337,000 (2008: $192,000).
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