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Tawel Exploration Pty Ltd
Director’s Report

Directors’ Report

The Directors of Tawel Exploration Pty Ltd present their Report together with the financial statements
of the entity, being Tawel Exploration Pty Ltd (“Tawel” or “the Company”) for the period ended 30 June
2020 and the Independent Audit Report thereon.

Directors

The following Directors were in office at any time during or since the end of the financial period as
indicated:

Bryn Jones (appointed 1 April 2019)

Rickie Pobjoy (appointed 28 February 2020)
Dudley Kingsnorth (appointed 11 December 2020)
Principal activities

Tawel is a mineral exploration and development company focused on ionic clay hosted rare earths
resource opportunities in South Australia and Victoria.

Tawel Exploration Pty Ltd was incorporated on 1 April 2019 and this report covers the period from
incorporation to 30 June 2020.

There was no significant change in the nature of this activity since incorporation.

Dividends

There were no dividends paid, recommended or declared during the financial period.

Results of Operations

During the period ended 30 June 2020 the Tawel incurred a loss of $5,657.
Review of Operations
During the period ended 30 June 2020, mineral exploration and development activities included:

. Desk top based assessment of the prospectivity of the Naracoorte area for ionic clay hosted rare
earths resource opportunities.

e  The application for a mineral exploration license, ELA 2020/00031 in the Naracoorte area.

e  Obtaining historic drill core samples from the South Australia Drill Core Reference Library, and
having those samples assayed for their rare earth element content.

e  Creation of a database hosting detail of historic exploration activities and recent assay results.

e  Development of marketing material outlining the prospectivity of the Naracoorte (Koppamurra)
area for ionic clay hosted rare earths resource opportunities.

Significant changes to the state of affairs

There have been no significant changes to the state of affairs of the Company during the period ended 30
June 2020.
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Events subsequent to the end of reporting date

e On 15 September 2020, the Company was granted exploration licence EL6509 in South Australia,
EL6509 is prospective for ionic clay hosted rare earths and forms part of the Company’s flagship
“Koppamurra Project” comprising one granted exploration licence in South Australia (EL6509) and
three exploration licence applications in South Australia (ELA 2020/00129, ELA 2020/00240, ELA
2020/00239) and an exploration licence application in Victoria (ELO07254).

. On 28 October 2020 the company issued a further 8,999,996 new shares, in equal portions, to the
Company’s two founding shareholders as part of a capital restructure.

e The Company is progressing activities toward becoming admitted to the Official List of the
Australian Securities Exchange (ASX) prior to 30 June 2021 (“IPO”).

¢ In November 2020, the Company raised pre-IPO seed funding of $1,300,000 by issuing 13,000,000
fully paid ordinary shares at $0.10 cents per share.

. In November 2020, 780,000 fully paid ordinary shares, with a fair value of $78,000, were issued in
lieu of cash fees payable relating to the raising of $1,300,000 in seed funding.

. Damien Connor was appointed Company Secretary and CFO on 12 November 2020.
. Dudley Kingsnorth was appointed as a Director of the Company on 11 December 2020.

e The Company is currently in the process of converting from a proprietary company to a public
company and upon conversion, to change the company name to Australian Rare Earths Limited

e On 10 February 2021, the Company issued 630,000 fully paid ordinary shares, in aggregate, to
Directors following shareholder approval on 25 January 2020.

e  On 10 February 2021, the Company issued 3,750,000 unlisted options (Options), in aggregate, to
Directors following shareholder approval on 25 January 2020. Options were issued at no cost to the
recipient and entitle the holder to receive one fully paid ordinary share in the Company for each
Option exercised, and comprise as follows:

» 2,000,000 Options, each exercisable at price equal to the issue price of shares in the
Company to be offered pursuant to the Prospectus for an Initial Public Offering of the
Company, and expire on 25 January 2025.; and

» 3,750,000 Options, each exercisable at price being a 50% premium to the issue price of
shares inthe Company to be offered pursuant to the Prospectus for an Initial Public Offering
of the Company, and expiring on the third anniversary of the date of the Company’s
admission to the official list of ASX.

The Directors are not aware of any other matter or circumstance that has arisen since 30 June 2020 that
has significantly affected, or may significantly affect the Tawel’s operations, the results of those
operations, or the Tawel’s state of affairs in future financial years.

Likely developments and expected results of operations

Information on likely developments in the operations of the consolidated entity and the expected results
of operations have been detailed elsewhere within the Directors’ Report. The directors will pursue an
initial public offering during 2021.

Environmental regulation

The consolidated entity is not subject to any significant environmental regulation under Australian
Commonwealth or State law.

Shares under option

The following unissued ordinary shares of the Company under option outstanding at the date of this
report were as follows:
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e 2,000,000 Options issued on 10 February 2021, each exercisable at price equal to the issue price of
shares in the Company to be offered pursuant to the Prospectus for an Initial Public Offering of the
Company, and expire on 25 January 2025; and

e 3,750,000 Options issued on 10 February 2021, each exercisable at price being a 50% premium to
theissue price of shares in the Company to be offered pursuant to the Prospectus for an Initial Public
Offering of the Company, and expiring on the third anniversary of the date of the Company’s
admission to the official list of ASX

Shares issued on the exercise of options
There were no ordinary shares of the Company issued on the exercise of options during the period ended
30 June 2020 and up to the date of this report.

Indemnity and insurance of officers

As at the date of this report, the company has indemnified the directors and officers of the company for
costs incurred, in their capacity as a director or officers, for which they may be held personally liable,
except where there is a lack of good faith.

During financial period ended 30 June 2020, the company had not paid a premium in respect of a contract
to insure the directors and officers of the company against a liability to the extent permitted by the
Corporations Act 2001, however has paid a premium subsequent to the financial period ended 30 June
2020. The contract of insurance prohibits disclosure of the nature of the liability and the amount of the
premium.

Indemnity and insurance of auditor
The company has not, during or since the end of the financial period, indemnified or agreed to indemnify
the auditor of the company or any related entity against a liability incurred by the auditor.

During the financial period, the company has not paid a premium in respect of a contract to insure the
auditor of the company or any related entity.

Proceedings on behalf of the company

No person has applied to the Court under section 237 of the Corporations Act 2001 for leave to bring
proceedings on behalf of the company, or to intervene in any proceedings to which the company is a party
for the purpose of taking responsibility on behalf of the company for all or part of those proceedings.

Auditor’s Declaration

The auditor’s independence declaration as required under section 307C of the Corporations Act 2001 is
set out on page 6 and forms part of the director’s report for the financial period ended 30 June 2020.

This report is signed in accordance with a resolution of the Board of Directors.

Bryn Jones
Director

Adelaide
Dated this 18t day of February 2021
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Auditor’s Independence Declaration

o Grant Thornton

Ll 3, 170 Frome Sirest
Adelaide A 5000

Gro ton 12D

Adelaide A 5001
T #51 & 3372 6566

Auditor’s Independence Declaration

To the Directors of Tawel Exploration Pty Lid

In accordance with the requirements of section 307C of the Corporations Act 2001, as lead auditor for the audit of Tawel
Exploration Pty Ltd for the perod ended 30 June 2020, | declare that, to the best of my knowledge and belief, there have bean:

a nocontraventions of the auditor independence requirements of the Corporations Act 2001 in relation to the awdit; and
b no contraventions of any applicable code of professional conduct in relation to the audit.

e : ?(ZL/ 4)45‘7\\_,
(Trant /o

GRANT THORNTON AUDIT PTY LTD
Chartered Accountants

r —m.u:lrl. & |Assurance

ide, 18 Fetlmary 2021

Grant Thomton Auctt Py Lid ACH 130913 594 warw_grantthormton com.au
@ subsidany or related entity of Grant Thomion Ausiralla Lid ASN 41 127 556 389

“Crant Thaemtan” nefers b the brand under which e Crant Thomion meiber firs: provide sssursnce, S and sdvisony servioes o their diznis
andfor refers ioone of mone: member Smes, as the conkest reguines. Srant Thomion Ausiralia Lbd = @ messber firm ol Grant Thomion inbermational
Lbcl {ETIL. (ZTIL and the memiesr Smms. ane nota wondwice partnerstip. GTIL and sach member firm ks 2 sepamis legal sntly. Senices o
delvered by the: member frms. GTIL does nof provide sendoes o dients. GTIL and Es mesviber firrs are nokt agents of, and do nof obilgate one:
another and ane nat lkabée for one another's acks or omissions. In the Scstmiian contest only, the: wse of the b Grant Thomion” may refer o
Corant Tharmiom Australs Limited ABM £9 127 555 285 and Ik Australen subsidiaries anad reiated entfes. GTIL 15 not an Austraise reaked sty o
Cirant Thormion Austrads Limitsd.

Liaiility limited by 3 scheme apgeoved under Prodessional Standands Legistaion.
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Statement of Profit or Loss and Other Comprehensive Income
(For the period ended 30 June 2020)

15 month period
from
incorporation to
NOTES 30 JUNE 2020
$
REVENUE -
Other income - Loans from related parties forgiven 6 20,000
EXPENSES
Corporate Consulting/Accounting expense (1,390)
Exploration expenditure expensed (23,187)
Other expenses (1,080)
LOSS BEFORE INCOME TAX EXPENSE (5,657)
Income tax benefit -
LOSS FOR THE PERIOD (5,657)
LOSS ATTRIBUTED TO MEMBERS OF THE PARENT ENTITY (5,657)
Other comprehensive income -
TOTAL COMPREHENSIVE LOSS ATTRIBUTABLE TO MEMBERS OF
THE PARENT ENTITY (5,657)
EARNINGS PER SHARE Cents
Basic and diluted loss per share (1,413.25)

The accompanying notes form part of the financial statements.
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Statement of Financial Position

(As at 30 June 2020)

ASSETS

CURRENT ASSETS

Cash

Trade and other receivables
Total current assets
NON-CURRENT ASSETS
Property, plant and equipment
Exploration and evaluation expenditure
Total non-current assets
TOTAL ASSETS

CURRENT LIABILITIES

Trade and other payables
Total current liabilities

TOTAL LIABILITIES

NET LIABILITY

EQUITY
Issued capital
Retained losses

TOTAL EQUITY

The accompanying notes form part of the financial statements.

NOTES

As at
30JUNE 2020

5,373

851

6,224

6,224

11,877

11,877

11,877

(5,653)

4

(5,657)

(5,653)
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Statement of Changes in Equity
(For the period ended 30 June 2020)

Issued Capital Retained Total
$ Losses $

$
BALANCE AT INCORPORATION - - -
Shares issued during the period 4 - 4
Total comprehensive loss for the period - (5,657) (5,657)
BALANCE AT 30 JUNE 2020 4 (5,657) (5,653)

The accompanying notes form part of the financial statements.
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Statement of Cash Flows
(For the period ended 30 June 2020)

CASH FLOW FROM OPERATING ACTIVITIES
Payments to suppliers

NET CASH USED IN OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Payments for exploration expenditure

NET CASH USED IN INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issue of shares
Proceeds from loans from related parties

NET CASH PROVIDED BY FINANCING ACTIVITIES

Net increase / (decrease) in cash held
Cash at beginning of period

CASH AT THE END OF THE PERIOD

The accompanying notes form part of the financial statements.

For the 15 month
period from
incorporation to

30 JUNE 2020

(3,321)

(3,321)

(11,310)

(11,310)

20,000

20,004

5,373

5,373

10
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Notes to the Financial Statements
(For the period ended 30 June 2020)

NOTE 1 - STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation of the financial statements are set out below.
New or amended Accounting Standards and Interpretations adopted

The consolidated entity has adopted all of the new or amended Accounting Standards and Interpretations
issued by the Australian Accounting Standards Board ('AASB') that are mandatory for the current
reporting period.

Basis of preparation

These general purpose financial statements have been prepared in accordance with Australian
Accounting Standards - Reduced Disclosure Requirements and Interpretations issued by the Australian
Accounting Standards Board ('AASB') and the Corporations Act 2001, as appropriate for for-profit
oriented entities.

Historical cost convention

The financial statements have been prepared under the historical cost convention, except for, where
applicable, the revaluation of financial assets and liabilities at fair value through profit or loss, financial
assets at fair value through other comprehensive income, investment properties, certain classes of
property, plant and equipment and derivative financial instruments.

Incorporation

The Company was incorporated on 1 April 2019. These financials statements reflect the financial period
from 1 April to 30 June 2020 (‘Financial period’).

Current and non-current classification

Assets and liabilities are presented in the statement of financial position based on current and non-
current classification.

An asset is classified as current when: it is either expected to be realised or intended to be sold or
consumed in the consolidated entity's normal operating cycle; it is held primarily for the purpose of
trading; it is expected to be realised within 12 months after the reporting period; or the asset is cash or
cash equivalent unless restricted from being exchanged or used to settle a liability for at least 12 months
after the reporting period. All other assets are classified as non-current.

A liability is classified as current when: it is either expected to be settled in the consolidated entity's
normal operating cycle; it is held primarily for the purpose of trading; it is due to be settled within 12
months after the reporting period; or there is no unconditional right to defer the settlement of the liability
for at least 12 months after the reporting period. All other liabilities are classified as non-current.

Cash and cash equivalents

Cash and cash equivalents includes cash on hand, deposits held at call with financial institutions, other
short-term, highly liquid investments with original maturities of three months or less that are readily
convertible to known amounts of cash and which are subject to an insignificant risk of changes in value.
For the statement of cash flows presentation purposes, cash and cash equivalents also includes bank
overdrafts, which are shown within borrowings in current liabilities on the statement of financial position.

Trade and other receivables

Trade receivables areinitially recognised at fair value and subsequently measured at amortised cost using
the effective interest method, less any allowance for expected credit losses. Trade receivables are
generally due for settlement within 30 days.

11
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The consolidated entity has applied the simplified approach to measuring expected credit losses, which
uses a lifetime expected loss allowance. To measure the expected credit losses, trade receivables have
been grouped based on days overdue.

Other receivables are recognised at amortised cost, less any allowance for expected credit losses.
Exploration and Evaluation Expenditure

Exploration and evaluation expenditure incurred is accumulated in respect of each identifiable area of
interest. These costs are only carried forward to the extent that they are expected to be recouped through
the successful development of the area or where activities in the area have not yet reached a stage that
permits reasonable assessment of the existence of economically recoverable reserves.

Accumulated costs in relation to an abandoned area are written off in full against profit 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 amortised over
the life of the area according to the rate of depletion of the economically recoverable reserves.

Aregular review is undertaken of each area of interest to determine the appropriateness of continuing to
carry forward costs in relation to that area of interest

Costs of site restoration are provided over the life of the facility from when exploration commences and
areincluded in the costs of that stage. Site restoration costs include the dismantling and removal of mining
plant, equipment and building structures, waste removal, and rehabilitation of the site in accordance with
clauses of the mining permits. Such costs have been determined using estimates of future costs, current
legal requirements and technology on an undiscounted basis.

Any changes in the estimates for the costs are accounted on a prospective basis. In determining the costs
of site restoration, there is uncertainty regarding the nature and extent of the restoration due to
community expectations and future legislation. Accordingly, the costs have been determined on the basis
that the restoration will be completed within one year of abandoning the site.

Trade and other payables

These amounts represent liabilities for goods and services provided to the consolidated entity prior to the
end of the financial year/period and which are unpaid. Due to their short-term nature they are measured
at amortised cost and are not discounted. The amounts are unsecured and are usually paid within 30 days
of recognition.

Fair value measurement

When an asset or liability, financial or non-financial, is measured at fair value for recognition or disclosure
purposes, the fair value is based on the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date; and assumes
that the transaction will take place either: in the principal market; or in the absence of a principal market,
in the most advantageous market.

Fair value is measured using the assumptions that market participants would use when pricing the asset
or liability, assuming they act in their economic best interests. For non-financial assets, the fair value
measurement is based on its highest and best use. Valuation techniques that are appropriate in the
circumstances and for which sufficient data are available to measure fair value, are used, maximising the
use of relevant observable inputs and minimising the use of unobservable inputs.

Assets and liabilities measured at fair value are classified into three levels, using a fair value hierarchy that
reflects the significance of the inputs used in making the measurements. Classifications are reviewed at
each reporting date and transfers between levels are determined based on a reassessment of the lowest
level of input that is significant to the fair value measurement.

For recurring and non-recurring fair value measurements, external valuers may be used when internal
expertise is either not available or when the valuation is deemed to be significant. External valuers are
selected based on market knowledge and reputation. Where there is a significant change in fair value of

12
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an asset or liability from one period to another, an analysis is undertaken, which includes a verification of
the major inputs applied in the latest valuation and a comparison, where applicable, with external sources
of data.

Issued capital
Ordinary shares are classified as equity.

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

Leases

The Group has elected to account for short-term leases and leases of low-value assets using the practical
expedients. Instead of recognising a right-of-use asset and lease liability, the payments in relation to these
are recognised as an expense in profit or loss on a straightline basis over the lease term.

Leases of fixed assets where substantially all the risks and benefits incidental to the ownership of the
asset, but not the legal ownership that are transferred to entities in the consolidated Group, are classified
as finance leases.

Finance leases are capitalised by recording an asset and a liability at the lower of the amounts equal to the
fair value of the leased property or the present value of the minimum lease payments, including any
guaranteed residual values. Lease payments are allocated between the reduction of the lease liability and
the lease interest expense for the period.

Leased assets are depreciated on a straight-line basis over the shorter of their estimated useful lives the
lease term. Lease payments for operating leases, where substantially all the risks and benefits remain with
the lessor, are charged as expenses in the periods in which they are incurred.

The Group did not have any leases during the period ended 30 June 2020

Income Tax

The income tax expense/(revenue) for the year comprises current income tax expense/(income) and
deferred tax expense/(income).

Current income tax expense charged to the profit or loss is the tax payable on taxable income calculated
using applicable income tax rates enacted, or substantially enacted, as at reporting date. Current tax
liabilities/(assets) are therefore measured at the amounts expected to be paid to/(recovered from) the
relevant taxation authority.

Deferred income tax expense reflects movements in deferred tax asset and deferred tax liability balances
during the year as well as unused tax losses. Current and deferred income tax expense/(income) is
charged or credited directly to equity instead of the profit or loss when the tax relates to items that are
credited or charged directly to equity.

Deferred tax assets and liabilities are ascertained based on temporary differences arising between the
tax bases of assets and liabilities and their carrying amounts in the financial statements. Deferred tax
assets also result where amounts have been fully expensed but future tax deductions are available. No
deferred income tax will be recognised from the initial recognition of an asset or liability, excluding a
business combination, where there is no effect on accounting or taxable profit or loss.

Deferred tax assets and liabilities are calculated at the tax rates that are expected to apply to the period
when the asset recognised or the liability is settled, based on tax rates enacted or substantively enacted
at reporting date. Their measurement also reflects the manner in which management expects to recover
or settle the carrying amount of the related asset or liability.

Deferred tax assets relating to temporary differences and unused tax losses are recognised only to the
extent that it is probable that future taxable profit will be available against which the benefits of the
deferred tax asset can be utilised.

Where temporary differences exist in relation to investments in subsidiaries, branches, associates, and
joint ventures, deferred tax assets and liabilities are not recognised where the timing of the reversal of

13
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the temporary difference can be controlled and it is not probable that the reversal will occur in the
foreseeable future.

Current tax assets and liabilities are offset where a legally enforceable right of set-off exists and it is
intended that net settlement or simultaneous realisation and settlement of the respective asset and
liability will occur. Deferred tax assets and liabilities are offset where a legally enforceable right of set-off
exists, the deferred tax assets and liabilities relate to income taxes levied by the same taxation authority
on either the same taxable entity or different taxable entities where it is intended that net settlement or
simultaneous realisation and settlement of the respective asset and liability will occur in future periods in
which significant amounts of deferred tax assets or liabilities are expected to be recovered or settled.

Goods and Services Tax ('GST') and other similar taxes

Revenues, expenses and assets are recognised net of the amount of associated GST, unless the GST
incurred is not recoverable from the tax authority. In this case it is recognised as part of the cost of the
acquisition of the asset or as part of the expense.

Receivables and payables are stated inclusive of the amount of GST receivable or payable. The net amount
of GST recoverable from, or payable to, the tax authority is included in other receivables or other payables
in the statement of financial position.

Cash flows are presented on a gross basis. The GST components of cash flows arising from investing or
financing activities which are recoverable from, or payable to the tax authority, are presented as
operating cash flows.

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

Critical Accounting Estimates and Judgements

The directors evaluate estimates and judgments incorporated into the financial statements 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 Company.

Key estimates
(i)  Impairment

The Company assesses impairment at the end of each reporting period by evaluating conditions and
events specific to the Company that may be indicative of impairment triggers. Recoverable amounts of
relevant assets are reassessed using fair value less cost of disposal calculations which incorporate various
key assumptions. No impairment expense was recognised for the period ended 30 June 2020.

(i)  Exploration and evaluation expenditure

The Company capitalises expenditure relating to exploration and evaluation where it is considered likely
to be recoverable or where the activities have not reached a stage that permits a reasonable assessment
of the existence of reserves. While there are certain areas of interest from which no reserves have been
extracted, the directors are of the continued belief that such expenditure should not be written off since
feasibility studies in such areas have not yet concluded.

14
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NOTE 2 - ISSUED CAPITAL

30 JUNE 2020 NUMBER OF 30 JUNE
SHARES 2020

(a) issued and paid up capital

$

Fully paid ordinary shares 4

(a) Movements in fully paid shares
Balance as at Incorporation -

Shares issued - new shareholder (28 February 2020) 4

Balance as at 30 June 2020 4

NOTE 3 - OPERATING SEGMENTS

The Directors have considered the requirements of AASB 8 - Operating Segments and the internal
reports that are reviewed by the chief operating decision maker (the Board) in allocating resources have
concluded at this time there are no separately identifiable segments.

NOTE 4 - CONTINGENT ASSETS, LIABILITIES & COMMITMENTS

The Company has no contingent assets, liabilities or commitments as at 30 June 2020.

NOTE 5 - CASH FLOW INFORMATION

a) Reconciliation of cash flows from operations with Loss after Income Tax 30 JUNE 2020

Loss after income tax (5,657)

Exploration expenditure expensed 23,187

Loan from related parties forgiven (20,000)

Changes in assets and liabilities:

- Increase in trade and other receivables (851)

Net cash used in operating activities (3,321)

NOTE 6-RELATED PARTY TRANSACTIONS

a) Subsidiaries
At 30 June 2020 the company had no subsidiaries.

RDBD Developments Pty Ltd was incorporated on 17 December 2020 as a wholly owned subsidiary of
Tawel Exploration Pty Ltd, and remains a wholly owned subsidiary of Tawel Exploration Pty Ltd as at the
date of this report.

b) Key Management Personnel

No remuneration was paid or payable to Directors or other Key Management Personnel during the
period ended 30 June 2020.

c) Other transactions with related parties

During the period ended 30 June 2020, Directors of the Company, Mr Jones and Mr Pobjoy, each loaned
$10,000 to the Company (Debt) to fund its operations ($20,000 in aggregate). Mr Jones and Mr Pobjoy
(Lenders) each determined to release the Company from their respective Debt owing the them by the

15
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Company as at 30 June 2020, in accordance with the terms of a Deed of Release between each of the
Directors and the Company.

NOTE 7 - EVENTS SUBSEQUENT TO REPORTING DATE

The Directors are not aware of any matter or circumstance that has arisen since 30 June 2020 that has
significantly affected, or may significantly affect Tawel’s operations, the results of those operations, or

the Tawel’s state of affairs in future financial years other than those noted below:

e On 15 September 2020, the Company was granted exploration licence EL6509 in South Australia,
EL6509 is prospective for ionic clay hosted rare earths and forms part of the Company’s flagship
“Koppamurra Project” comprising one granted exploration licence in South Australia (EL6509) and
three exploration licence applications in South Australia (ELA 2020/00129, ELA 2020/00240, ELA

2020/00229) and an exploration licence application in Victoria (ELO07254).

. On 28 October 2020 the company issued a further 8,999,996 new shares, in equal portions, to the

Company’s two founding shareholders as part of a capital restructure.

e The Company is progressing activities toward becoming admitted to the Official List of the

Australian Securities Exchange (ASX) prior to 30 June 2021 (“IPO”).

¢ InNovember 2020, the Company raised pre-IPO seed funding of $1,300,000 by issuing 13,000,000

fully paid ordinary shares at $0.10 cents per share.

. In November 2020, 780,000 fully paid ordinary shares were issued in lieu of cash fees payable

relating to the raising of $1,300,000 in seed funding.
. Damien Connor was appointed Company Secretary and CFO on 12 November 2020.

. Dudley Kingsnorth was appointed as a Director of the Company on 11 December 2020.

e The Company is currently in the process of converting from a proprietary company to a public

company and upon conversion, to change the company name to Australian Rare Earths Limited

e On 10 February 2021, the Company issued 630,000 fully paid ordinary shares, in aggregate, to

Directors following shareholder approval on 25 January 2020.

e  On 10 February 2021, the Company issued 3,750,000 unlisted options (Options), in aggregate, to
Directors following shareholder approval on 25 January 2020. Options were issued at no cost to the
recipient and entitle the holder to receive one fully paid ordinary share in the Company for each

Option exercised, and comprise as follows:

» 2,000,000 Options, each exercisable at price equal to the issue price of shares in the
Company to be offered pursuant to the Prospectus for an Initial Public Offering of the

Company, and expire on 25 January 2025.; and

» 3,750,000 Options, each exercisable at price being a 50% premium to the issue price of
shares in the Company to be offered pursuant to the Prospectus for an Initial Public Offering
of the Company, and expiring on the third anniversary of the date of the Company’s

admission to the official list of ASX.
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Directors’ Declaration

The Directors of the Company declare that:

1. the Financial Statements and Notes as set out on pages 7 to 16 are in accordance with the
Corporations Act 2001 and:

a) comply with Australian Accounting Standards and International Financial Reporting
Standards as disclosed in Note 1; and

b) give atrue and fair view of the financial position as at 30 June 2020 and of the performance
for the period ended on that date of the Company;

2. in the Directors’ opinion there are reasonable grounds to believe that the Group will be able to
pay its debts as and when they become due and payable.

Bryn Jones
Director

Adelaide
Dated this 18t day of February 2021
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Independent Auditor’'s Report

To the Members of Tawel Exploration Pty Ltd

Report on the audit of the financial report
Opinion
We have audited the financial report of Tawel Exploration Pty Ltd (the Company) and its subsidiares (the Growp), which
comprises the consclidated statement of financial position as at 30 Jume 2020, the consolidated statement of profit or loss
and other comprehensive income, consolidated statement of changes in equity and consolidated statement of cash flows
for the pericd then ended, and notes to the consolidated financial statements, including a summary of significant
accounting policies, and the Directors’ declaration.
In our cpinion, the accompanying finandcal repaort of the Group is in sccordance with the Comporsfions Act 2004, including:

a giving a true and fair view of the Group's fimancial position as at 30 June 2020 and of its performance fior the period
ended on that date; and

b complying with Australian Accounting Standards — Reduced Disclosure Requirements and the Comparafions
Reagulations 200H.

Basis for opinion

We conducted our audit in accordance with Australian Awditing Standards. Owr responsibiliies under those standards are
further described in the Awdifor's Responsibiiies for the Awdit of fhe Rinancial Report section of our report. We are
indepandant of the Group in accordance with the Corporations Act 2001 and the ethical requirements of the Accounting
Professional and Ethical Standards Board's APES 110 Gode of Ethics for Profesaional Accountants (including
Independence Sfandardz) (the Code) that are relevant fo our audit of the financial report in Australia. We have also
fulfilled our other ethical responsibilities in accordance with the Code.

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

Grant Thomion Audit Pty Lbd ACM 130913 534 wanw. grantthormton com.au
a sunsidary or relabed entity of Grant Thamion Australla Lid ASN 41 127 556 383

‘Crant Thimton® nefiers b e brand under which e Grant Thomion meiber firrs prosvide assurancs, e and advisory sendces o Telr clents
IrEROr refers o O OF mone: member e, a5 T ooniet rsguires. Crant Thomion Awesralla Ui |2 3 memier firm of Grant Thomion intemational
LEd {GTIL). GTIL and the member Sms. e not & woridwide: parinership. GTIL and sach member firm ks @ sepamis egal enfly. Sendoes ans
oedsmred by the member firme. GTIL does not provide Sendoes io disnts. GTIL and Bs mesver firmes are not agents of, snd do not obilgate one
anoither and are not [abie for one anofher's acks o omissions. In the Susimilian conbest only, e use of e bem Grant Thomion” mey nefer i
Corant Tharmiom Auestrals Limftsd ABM 21 127 555 382 and I Al an subssidlanes: o reisted endfes. GTIL = not an Acstralan reaked enity o
Crant Thomion Australs Limisd

Lianility limibed by 3 scheme apgeoved under Professienal Standands Legisiation.
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Information other than the financial report and auditor's report thereon

The Directors are respaonsible for the other information. The other information comprises the information included in the
Growp's financial report for the perod ended 30 June 2020, but dees not include the financial report and our auditor's report
therean.

Cwr opinion an the financial report does not cover the other information and accordingly we do not express any form of
assurance conclusion therson.

In connection with cur audit of the finamcial repaort, cur respensibility is o read the other information and, in doing 5o, consider
whether the other information is matenally inconsistent with the financial report or our knowledge obtained in the audit or
othersise appears to be materally misstated.

If, based on the work we have performed, we conclude that there is a matenal misstatemeant of this cther information, we are
required to report that fact. We have nothing to report in this regard.

Responsibilities of the Directors for the financial report

The Directors of the Company are responsible for the preparation of the financial report that gives a true and fair view in
accordance with Australian Accounting Standards — Reduced Disclosure Requirements and the Corporations Act 2007, The
Directors’ responsibility also includes swch internal contrel as the Directors determine is necessary io enable the preparation of
the fimancial report that gives a true and fair view and is free from material misstatement, whether due to fraud or ermor.

In preparing the financial report, the Directors are responsible for assessing the Group's ability to continue as a going concem,
disclosing, as applicable, matters related to going concem and using the going concern basis of accounting unless the
Directors either intend to liquidate the Group or to cease operations, or have no realistic altemative but to do so.

Auditor's responsibilities for the audit of the financial report

Cwr objectives are to obtain reasonable assurance about whether the financial report as a whole is free from material
misstatement, whether due to frawd or ermor, and fo issus an auditor's report that includes our opinion. Reasonable assurance
is a high level of assurance, but is not a guaramtee that an audit conducted in accordance with the Australian Auditing
Standards will always detect a materal misstatement when it exists. Misstaternents can anse from fraud or emor and are
considered material if, individually or in the aggregate, they could reasonably be expected to influsnce the economic decisions
of users taken on the basis of this financial report.

A further description of our responsibilities for the awdit of the financial report is located at the Auditing and Assurance
Standards Board website at: hito:/fesner. auash. gov.auwauditors responsibilities/ard.pdf. This description forms part of our
auditor's report.

(4 r /Zu /ubr\_,

(grandt hor

erqr THORNTON AUDIT PTY LTD
Accountants

.J L umihrey
r— Audit i Aszurance
Adelaide, 18 February 2021
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