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RED HILL IRON LIMITED

DIRECTORS’ REPORT
FOR THE YEAR ENDED 30 JUNE 2021

Red Hill Iron Limited (Red Hill Iron or the Company) is an Australian company listed on the Australian Securities
Exchange (ASX). The registered and corporate office of the Company is Level 2, 9 Havelock Street, West Perth,

Western Australia.

The directors of the Company present their report on the Company for the year ended 30 June 2021.

DIRECTORS

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

Neil Tomkinson (ceased 30 October 2020)

Garry Strong

Mark Okeby

Nanette Allen (appointed 1 February 2021)

PRINCIPAL ACTIVITIES

The principal activities of the Company are exploration for iron ore, gold and base metals. There has been no significant

change in the Company’s activity during the financial year.

DIVIDENDS

No dividends were paid or recommended to be paid during the financial year.

REVIEW OF OPERATIONS AND LIKELY DEVELOPMENTS

Red Hill Iron Ore Joint Venture (RHIOJV)

During the financial year Red Hill Iron continued to hold a 40% interest in the Red Hill Iron Ore Joint Venture (RHIOJV)
(reducing to 19% or a 2% gross overriding royalty on the commencement of production), with the remaining 60%
interest held by API Management Limited (APIM) on behalf of the API Joint Venture (API1JV). During the reporting
period the RHIOJV, which is managed by APIM, continued to study and evaluate development concepts for the project,

with a view to developing mining operations on a stand-alone basis or with third parties.

Subsequent to year end, the Company has sold its interest in the RHIOJV to a subsidiary of Mineral Resources Limited
(MinRes). Shareholder approval of the sale was obtained on 2 September 2021 with 99.95% of shareholders at the

meeting voting in favour of the sale. Completion of the transaction took place later that day.

On completion, an initial cash payment of $200 million has been paid to the Company. A further cash payment of
$200 million is payable when the first commercial shipment of iron ore extracted from the RHIOJV mining tenements
departs port (FOOS date), and a royalty of 0.75% of FOB revenue is payable on all iron ore that is extracted and sold
from the RHIOJV mining tenements, the MinRes Bungaroo South mining tenement and, during the first 10 years from
the FOOS date, the APIJV Red Hill Creek mining tenement.

The amounts to be paid will, after tax is paid, place the Company in a position to pay fully franked dividends. The
board’s intention is to pay fully franked dividends from the first $200 million of the sale price as soon as practicable, but
timing will depend upon timing of payment of tax by the Company. The Company will also assess whether a share buy-
back plan is appropriate. The quantum of dividends and any buy-backs will depend on the Company’s project

commitments and any other activities it might undertake.



RED HILL IRON LIMITED

DIRECTORS’ REPORT
FOR THE YEAR ENDED 30 JUNE 2021

The Company retains 100% of the other mineral rights in the RHIOJV tenements, and exploration activities for non-

ferrous minerals within the RHIOJV tenements is underway.

Pannawonica Project

Red Hill Iron will continue to progress the approvals process and pre-development work for its wholly owned
Pannawonica iron ore project. Within the total Project’'s Mineral Resource estimate of 62.5 million tonnes at 53.4% Fe
(ref: ASX announcement 18 February 2014) the Company has identified a 4.68 million tonne Ore Reserve at 56% Fe
(ref: ASX announcement 23 July 2021).

SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS

Other than the operating results, there were no significant changes in the state of affairs of the Company during the

financial year.

MATTERS SUBSEQUENT TO THE END OF THE FINANCIAL YEAR

As set out above in the Review of Operations and Likely Developments section, the Company has sold its 40% iron
ore interest in the RHIOJV to a wholly owned subsidiary of Mineral Resources Limited.

To the best of the directors’ knowledge and belief, there were no other material items, transactions or events
subsequent to the end of the financial year which, although they do not relate to conditions existing at that date, have
not been dealt with in these financial statements and which would cause reliance on the information shown in this

report to be misleading.

ENVIRONMENTAL REGULATIONS

The mineral tenements granted to the Company pursuant to the Mining Act (1978) (WA) are granted subject to various
conditions which include standard environmental requirements. The Company adheres to these conditions and the
directors are not aware of any environmental laws that are not being complied with. The directors have considered
compliance with the National Greenhouse and Energy Reporting Act 2007 which requires entities to report annual
greenhouse gas emissions and energy use. For the period 1 July 2020 to 30 June 2021 the directors have assessed

that there are no current reporting requirements, but that the Company may be required to report in the future.

INFORMATION RELATING TO THE DIRECTORS
Executive Chairman
Joshua Pitt BSc, MAusIMM, MAIG

Mr Pitt is a geologist with extensive exploration experience who has, for more than forty years, been a director of
exploration and mining companies in Australia. Mr Pitt is involved in private mineral exploration and also in substantial
resource investments. Mr Pitt was appointed a director of Red Hill Iron on its formation in June 2005 and assumed the
position of executive chairman in December 2019. He is also the executive chairman of Hampton Hill Mining NL
(appointed a director in January 1997 and chairman in April 2012), and the non-executive chairman of Traka
Resources Limited (appointed a director in January 2003 and chairman in December 2019). He holds the position of
non-executive director at Red Metal Limited (appointed July 2003). Mr Pitt has held no other directorships of ASX

listed companies during the last three financial years.
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Non-executive Directors
Garry Strong

Mr Strong is a prospector with a lifetime of experience in mineral exploration in Australia and is a founding director of

Red Hill Iron. Mr Strong has held no other directorships in ASX listed companies during the last three financial years.
Mark Okeby, LLM

Mr Okeby has considerable experience in the resource industry as a lawyer and as a director of listed companies. He
holds a Master of Laws (LLM) and was appointed a non-executive director on 12 August 2015. Mr Okeby is a
non-executive director of Capricorn Metals Ltd (appointed 8 July 2019), and was previously a director of Regis
Resources Ltd (from 29 July 2009 to 20 February 2019). Mr Okeby has held no other directorships of ASX listed

companies during the last three financial years.

Ms Nanette Allen, BSc (Hons), MAICD, MAusIMM

Ms Allen, having worked in the resource sector as a mining executive and geologist, has a wealth of technical and
corporate experience. Her career has focussed on strategy implementation, mine development, joint venture
management, capital raisings and asset divestments. Ms Allen has held no other directorships of ASX listed companies
during the last three financial years.

INFORMATION RELATING TO THE COMPANY SECRETARY

Peter Ruttledge BSc, CA, FFin

Mr Ruttledge is a Chartered Accountant and a Fellow of The Financial Services Institute of Australia and has over
thirty years’ experience as company secretary of a number of ASX listed mining and exploration companies.

DIRECTORS’ INTERESTS IN SHARES AND OPTIONS

The number of shares and options in the Company held directly and indirectly by the directors as at the date of this

report is set out below:

Director Ordinary shares Options over ordinary shares
J N Pitt 13,108,760 -
G R Strong 1,573,139 500,000
D M Okeby 857,142 500,000
N Allen - 500,000

A company of which Mr Okeby is a director and shareholder, has an option agreement with Perth Capital Pty Ltd, a
company associated with Mr Pitt, to acquire 1,000,000 ordinary fully paid shares in Red Hill Iron from Perth Capital
Pty Ltd at a price of $2.00 per share.
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MEETINGS OF DIRECTORS

The following table sets out the number of meetings of directors held during the financial year and the number of

meetings attended by each director:

Director Meetings of Directors whilst a director Meetings attended
J N Pitt 13 13
N Tomkinson 4 4
G R Strong 13 13
D M Okeby 13 13
N Allen 5 5

The Company does not have any committees.

AUDITED REMUNERATION REPORT

The information provided in this remuneration report has been audited as required by section 308(3c) of the
Corporations Act 2001.

(@ Principles used to determine the nature and amount of remuneration
The objective of the Company’s remuneration policy for directors and other key management personnel is to ensure
that:
e remuneration packages properly reflect the duties and responsibilities of the persons concerned, and
e remuneration is competitive in attracting, retaining and motivating people of the highest quality.
The remuneration framework has regard to shareholders’ interests by:

o focusing on sustained growth in share price, as well as focusing the executives on key non-financial drivers

of value, and
e attracting and retaining high calibre executives.
The remuneration framework has regard to executives’ interests by:
e rewarding capability and experience,
e providing a clear structure for earning rewards, and

e providing recognition for contribution.
Remuneration is not dependent on the satisfaction of any conditions relating to the Company’s market performance.

Remuneration is reviewed by the board on an annual basis having regard to performance and market competitiveness.
The remuneration of executive personnel, other than the Chairman, is determined by the non-executive directors and
the Chairman and comprises a base salary or fee based on the services provided and market rates of remuneration.
The remuneration of the executive chairman is determined by the remainder of the board. All remuneration paid to key

management personnel is valued at cost to the Company and expensed.

Non-executive directors

Fees paid to the non-executive directors for services as directors are determined by the board (within the overall limit
set by shareholders) based on their level of responsibility and with reference to the general level of fees paid by

companies of similar size and operations.
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AUDITED REMUNERATION REPORT (continued)

The Company operates with a small staff and a non-executive director can be called upon to undertake work for the
Company in addition to his/her services as a director. Where this occurs, the director may be remunerated for those

additional services at market rates. Non-executive directors may be paid all travelling and other expenses properly

incurred by them in the business of the Company.
Executives

The remuneration of the executive chairman, Mr J Pitt, is the basic fee, including superannuation, paid to a non-
executive director. The remainder of the board reviews the terms of the executive chairman’s remuneration on an

annual basis.
Company performance and its consequences on shareholder wealth

The table below shows the gross revenue, losses and loss per share for the last five years for the Company:

2021 2020 2019 2018 2017
Revenue and other income $ 19,230 33,556 7,982 18,168 14,117
Net loss $ 1,654,745 466,409 574,936 556,271 595,549
Loss per share cents 2.76 0.81 1.05 1.02 1.20
Share price at year end $ 0.92 0.15 0.20 0.46 0.63

No dividends have been declared during these periods.

(b) Details of remuneration

The key management personnel of the Company are the directors.
The remuneration of key management personnel for the financial year is summarised below:

Short-term Post- Share Total Performance
benefits employment based related
benefits payments
Year Salary & fees  Superannuation Options
$ $ $ $ %
Executive directors
J N Pitt (Chairman) 2021 25,000 2,375 - 27,375 -
2020 25,000 2,375 - 27,375 -
Non-executive
directors
N Tomkinson 2021 8,333 792 - 9,125 -
2020 25,000 2,375 - 27,375 -
G R Strong 2021 2,875 25,000 204,000 231,875 -
2020 5,375 25,000 - 30,375 -
D M Okeby 2021 153,300 15,205 204,000 372,505 -
2020 25,000 2,375 - 27,375 -
N Allen 2021 10,417 990 204,000 215,407 -
2020 - - - - -
Total 2021 199,925 44,362 612,000 856,287 -
2020 80,375 31,125 - 112,500 -
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The Company engaged Mr Okeby to carry out additional services during the year for which he is remunerated

accordingly.

Mr Strong is occasionally required to carry out duties in addition to his director duties, for which he is remunerated
accordingly.

(c) Service agreements

Directors

Shareholders of the Company have approved the maximum fees payable in aggregate to the directors of the Company
for their services as directors be set at $200,000 per annum. Each director of the Company is currently entitled to
receive an annual fee of $25,000 plus statutory superannuation for their services as directors.

Non-executive directors

Service agreements are in place for Mr Okeby (appointed August 2016) and Ms Allen (appointed 1 February 2021).
There is no separate service agreement with Mr Strong, who was appointed on the foundation of the Company.
Executive chairman

There is no separate service agreement for the Chairman in respect of his executive duties as Executive Chairman.
No fixed term or notice period applies and there is no provision for termination benefits.

(d) Share-based compensation

Share based payments are generally provided in the form of options vesting immediately. Each option is convertible
into one ordinary share and carries no dividend or voting right. The issue of options is not linked to past company
performance since their principal purpose is to promote additional incentive to the key management personnel.

Directors receiving share based payments are not involved in any board discussions regarding their remuneration.

The basic terms and conditions of each grant of options affecting key management personnel remuneration in the

previous, current or future reporting periods are as follows:

Grant date Date vested Expiry date Exercise price Value per option Number of
and exercisable cents at grant date options
27 April 2021 27 April 2021 7 March 2024 100 40.8 cents 1,500,000

Details of the options in the Company provided as remuneration to key management personnel of the Company are

set out below. Further information on options, including the basis of valuation, is set out in Note 19.

Balance at Received as Options Balance at end
beginning of year  remuneration exercised of year
Director
J N Pitt - - - -
G R Strong - 500,000 - 500,000
D M Okeby - 500,000 - 500,000
N Allen - 500,000 - 500,000
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(e) Shares held by key management personnel

The number of ordinary fully paid shares in the Company held directly and indirectly by the directors and any

movements in these holdings over the year, is set out below:

Balance Acquired/ Other Balance

1 July 2020 Disposed 30 June 2021

Director
J N Pitt 12,832,783 - - 12,832,783
N Tomkinson 8,862,286 - (8,862,286) -
G R Strong 1,573,139 - - 1,573,139
D M Okeby 857,142 - - 857,142
N Allen - - - -
24,125,350 - (8,862,286) 15,263,064

Other relates to Mr Tomkinson ceasing to be a director during the year.

There were no shares granted as compensation to key management personnel during the reporting period.

There were no shares granted on the exercise of options to key management personnel during the reporting period.
None of the shares are held nominally.

) Transactions with key management personnel

Payments to related parties

During the financial year the Company paid $77,826 (2020: $87,475) to Hampton Hill Mining NL, a listed company of
which Mr Pitt is a director and shareholder, for rental of office space and provision of administration services. This

agreement is at arms-length and on normal commercial terms and conditions.

During the financial year the Company paid $141,130 to Mr Okeby, director, for work undertaken in addition to his
services as a director.

Borrowings from director

Borrowings relate to the loan facility of $500,000 provided by a company associated with a director, Mr Pitt. The facility
is unsecured and otherwise on normal commercial terms and conditions, bearing interest at a rate of 2.5% per annum,

repayable by 1 October 2022. The facility is to enable the Company to meet its ongoing working capital requirements.
No amount was drawn on the facility at balance date and no interest was outstanding.

Following the end of the financial year, the company drew down $220,000 of this facility, which has been subsequently
repaid including interest.

Options issued to directors

During the financial year the Company issued unlisted options to directors Mr Strong, Mr Okeby and Ms Allen. Refer
to Note 19 for detalils.

Loans to key management personnel

The Company has not made any loans to key management personnel during the year.
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@ Additional information

The Company received a majority of votes in favour of its remuneration report for the 2020 financial year at its Annual
General Meeting (AGM). The Company did not receive any specific comments on its remuneration practices at the
AGM or throughout that year.

The Company has not engaged remuneration consultants to make a remuneration recommendation in respect of any

of the key management personnel.

The audited remuneration report ends here.

SHARES UNDER OPTION

The number of unlisted options on issue at the date of this report are set out below:

Exercise price

Grant date Expiry date Number Percent vested
per share

10 July 2020 30 June 2022 25 cents 2,450,000 100%

27 April 2021 7 March 2024 100 cents 1,500,000 100%

INSURANCE OF OFFICERS

During the financial year the Company paid an amount to insure all current directors and officers of the Company
against certain liabilities which may be incurred by them whilst acting in their capacity as directors and officers of the
Company other than conduct including a wilful breach of duty to the Company. In accordance with commercial practice

the policy prohibits disclosure of the terms of the policy including the limit of liability and the amount of premium paid.

PROCEEDINGS ON BEHALF OF THE COMPANY

No person has applied to any court pursuant to Section 237 of the Corporations Act 2001 for leave to bring proceedings
on behalf of the Company or 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 any part of those proceedings. The Company was not party to any

such proceedings during the year.

AUDIT COMMITTEE

The Company is not of a size nor are its financial affairs of such complexity to justify a separate audit committee of the
board of directors. All matters that might properly be dealt with by such a committee are the subject of scrutiny at full

board meetings.

NON-AUDIT SERVICES

HLB Mann Judd (WA Partnership) (HLB), the Company's auditor, did not perform any non-audit services for the
Company for the year ended 30 June 2021.
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AUDITOR’S INDEPENDENCE DECLARATION

A copy of the auditor’s independence declaration as required by Section 307C of the Corporations Act 2001 is included
in this Financial Report. HLB holds office in accordance with section 327C(2) of the Corporations Act 2001.

Signed in Perth in accordance with a resolution of directors on 8 September 2021.

LA

Mr J N Pitt

Chairman



HLB)MANN JUDD

ADVISORY AND ACCOUNTING

AUDITOR’S INDEPENDENCE DECLARATION

As lead auditor for the audit of the financial report of Red Hill Iron Limited for the year ended 30
June 2021, | declare that to the best of my knowledge and belief, there have been no contraventions
of:

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

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

ool

Perth, Western Australia M R Ohm
8 September 2021 Partner

hib.com.au

HLB Mann Judd (WA Partnership) ABN 22 193 232 714

Level 4, 130 Stirling Street, Perth WA 6000 / PO Box 8124 Perth BC WA 6849

T: +61(0)8 9227 7500 E: mailbox@hlbwa.com.au

Liability limited by a scheme approved under Professional Standards Legislation.

HLB Mann Judd (WA Partnership) is a member of HLB International, the global advisory and accounting network.
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FOR THE YEAR ENDED 30 JUNE 2021

Note

Revenue from continuing operations

Other income

Exploration expenditure

Administration expenses 3
Loss before income tax

Income tax expense 4
Loss for the year

Other comprehensive income for the year

Total comprehensive loss for the year attributable

to the ordinary equity holders of the Company

Loss per share attributable to the
ordinary equity holders of the Company
Basic and diluted loss per share 5

2021 2020
$ $

1,419 3,721
17,901 29,835
(190,867) (90,347)
(1,483,198)  (409,618)
(1,654,745)  (466,409)
(1,654,745)  (466,409)
(1,654,745)  (466,409)
cents cents
(2.76) (0.81)

The above Statement of Profit or Loss and Other Comprehensive Income should be read in conjunction with the

accompanying notes.
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STATEMENT OF FINANCIAL POSITION
AS AT 30 JUNE 2021

Note

ASSETS

Current Assets

Cash and cash equivalents

Trade and other receivables 7

Total Current Assets

Non-Current Assets
Exploration assets 8

Total Non-Current Assets

Total Assets

LIABILITIES

Current Liabilities

Trade and other payables 9
Total Current Liabilities

Total Liabilities

Net Assets

EQUITY

Issued capital 10
Reserves 11

Accumulated losses

Total Equity

2021 2020
$ $
92,029 651,167
12,204 20,997
104,233 672,164

10,008,025 10,008,025

10,008,025 10,008,025

10,112,258 10,680,189

333,551 39,737
333,551 39,737
333,551 39,737

9,778,707 10,640,452

28,081,923 28,081,923
1,322,302 529,302
(19,625,518) (17,970,773)

9,778,707 10,640,452

The above Statement of Financial Position should be read in conjunction with the accompanying notes.
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2021

Balance at 1 July 2020

Loss for the year

Total comprehensive loss
recognised during the year

Transactions with equity holders in
their capacity as equity holders:

Equity settled share based payment
transactions

Balance at 30 June 2021

2020

Balance at 1 July 2019

Loss for the year

Total comprehensive loss
recognised during the year

Transactions with equity holders in
their capacity as equity holders:

Issue of ordinary fully paid shares, net
of issue cost

Balance at 30 June 2020

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

Share Future
based value
Issued payments option Accumulated
capital reserve reserve losses Total equity
$ $ $ $ $
28,081,923 243,532 285,770 (17,970,773) 10,640,452
- - - (1,654,745)  (1,654,745)
- - - (1,654,745)  (1,654,745)
- 793,000 - - 793,000
28,081,923 1,036,532 285,770 (19,625,518) 9,778,707
27,035,248 243,532 285,770 (17,504,364) 10,060,186
- - - (466,409) (466,409)
- - - (466,409) (466,409)
1,046,675 - - - 1,046,675
28,081,923 243,532 285,770 (17,970,773) 10,640,452
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STATEMENT OF CASH FLOWS
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Cash flows from operating activities
Payments to suppliers and employees
Payments for exploration expenditure
Government grants and tax incentives
Interest received

Interest paid

Net cash outflows from operating activities
Cash flows from investing activities
Net cash flows from investing activities
Cash flows from financing activities
Proceeds from borrowings

Repayment of borrowings

Proceeds from issue of shares

Payment for share issue costs

Net cash inflows from financing activities
Net (decrease)/increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

Note

12

2021 2020
$ $

(442,905)  (432,664)

(148,563)  (108,137)

29,835 17,901

2,495 2,645

- (1,490)

(559,138)  (521,745)

- 200,000

- (200,000)

- 1,059,043

- (12,368)

- 1,046,675

(559,138) 524,930

651,167 126,237

92,029 651,167

The above Statement of Cash Flows should be read in conjunction with the accompanying notes.
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NOTES TO THE FINANCIAL STATEMENTS
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NOTE 1 SEGMENT INFORMATION

Management has determined that the Company has one reportable operating and geographical segment, being mineral
exploration within Western Australia. Operating segments are reported in a manner consistent with the internal
reporting provided to the chief operating decision maker. The chief operating decision maker, who is responsible for
allocating resources and assessing performance of the operating segments, has been identified as the members of the

board of directors.

The board of directors monitors the Company based on actual versus budgeted exploration expenditure. This reporting

framework is the most relevant to assist the Board with making decisions regarding its ongoing exploration activities.

2021 2020

$ $
Reportable segment assets 10,008,025 10,008,025
Reconciliation of reportable segment assets:
Reportable segment assets 10,008,025 10,008,025
Unallocated corporate assets 104,233 672,164
Total assets 10,112,258 10,680,189
Reportable segment liabilities 41,353 1,362
Reconciliation of reportable segment liabilities:
Reportable segment liabilities 41,353 1,362
Unallocated corporate liabilities 292,198 38,375
Total liabilities 333,551 39,737
Reportable segment loss (190,867) (90,347)
Reconciliation of reportable segment loss:
Reportable segment loss (190,867) (90,347)
Other revenue 19,320 33,556
Unallocated corporate expenses (1,483,198) (409,618)
Loss before tax (1,654,745) (466,409)
NOTE 2 REVENUE 2021 2020

$ $
Revenue from continuing operations
Interest income 1,419 3,721
Other income 17,901 29,835

Revenue is measured at the fair value of the consideration received or receivable. Interestincome is brought to account
as income over the term of each financial instrument on an effective interest basis. Other income relates to the
Government’s Cash Flow Boost grant. Grants from the government are recognised at their fair value where there is a
reasonable assurance that the grant will be received and the Company will comply with all attached conditions.
Government grants are presented as Other income in the Statement of Profit or Loss and Other Comprehensive

Income.

15
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NOTE 3 ADMINISTRATION EXPENSES

Loss before income tax includes the following specific administration expenses:

Personnel expenses
Salaries, directors’ fees and other personnel expenses
Superannuation
Share based payments

Less: Recharged to exploration expenditure

Accounting fees
Administration services
Audit fees

Rental of office

Listing fees

Interest paid

Legal fees

Consultants - Corporate
Other

NOTE 4 INCOME TAX

€) Income tax benefit

The components of income tax benefit comprise:
Current tax
Deferred tax

(b) Reconciliation of income tax benefit to prima facie tax payable
on accounting loss

Operating loss before income tax

Prima facie tax benefit at Australian rate of 30% (2020: 30%)
Adjusted for tax effect of the following amounts:
Non-deductible items

Non-taxable items

Tax benefit not brought to account

Income tax benefit

2021 2020
$ $
253,225 128,430
22,905 9,600
793,000 -
1,069,130 138,030
(3,696) (672)
1,065,434 137,358
48,434 44,628
59,114 54,502
23,597 19,550
64,391 68,561
15,238 15,168
- 1,490
32,840 -
100,000 -
74,150 68,361
1,483,198 409,618
(1,654,745)  (466,409)
496,424 139,923
(237,901) -
7,250 10,830
(265,773)  (150,753)

The credit for current income tax benefit is based on the loss for the year adjusted for any non-assessable or disallowed

items. It is calculated using tax rates that have been enacted or substantively enacted by the balance date.

The Company does not satisfy all of the conditions to qualify as a base rate entity for the current year. Therefore, the

full corporate tax rate of 30% applies for the Company.
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NOTES TO THE FINANCIAL STATEMENTS
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NOTE 4 INCOME TAX (continued)

(c) Deferred tax assets and liabilities not brought to account 2021 2020

The directors estimate that the potential deferred tax assets and liabilities carried
forward but not brought to account at year end, at the Australian corporate tax rate of
30% (2020: 30%), are made up as follows:

On income tax account:

Carried forward tax losses 8,355,901 8,095,415
Deductible temporary differences 8,415 3,450
Taxable temporary differences (3,002,408)  (3,002,730)
Unrecognised net deferred tax assets 5,361,908 5,096,135

Deferred tax is accounted for using the liability method in respect of temporary differences arising between the tax
bases of assets and liabilities and their carrying amounts in the financial statements. No deferred 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 comprehensive income.

Deferred tax is calculated at the tax rates that are expected to apply to the period when the asset is realised or liability
is settled. Deferred tax is credited in the statement of comprehensive income except where it relates to items that may
be credited directly to equity or comprehensive income, in which case the deferred tax is adjusted directly against
equity.

Deferred tax assets are recognised to the extent that it is probable that future tax profits will be available against which
deductible temporary differences can be utilised.

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.

The amount of benefits brought to account, or which may be realised in the future, is based on the assumption that no
adverse change will occur in income taxation legislation and the anticipation that the economic entity will derive
sufficient future assessable income to enable the benefit to be realised and comply with the conditions of deductibility

imposed by the law.

NOTE 5 LOSS PER SHARE cents cents
Basic and diluted loss per share 2.76 0.81
Reconciliation of loss $ $

The loss used in calculating basic and diluted loss per share is equal to the loss
attributable to ordinary equity holders of the Company in the Statement of Profit

or Loss and Other Comprehensive Income (1,654,745) (466,409)
No. of No. of
shares shares

Weighted average number of ordinary shares outstanding during
the year used in the calculation of basic and diluted loss per share 59,878,149 57,339,348
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RED HILL IRON LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2021

NOTE 5 LOSS PER SHARE (continued)

The weighted average number of ordinary shares used in calculating basic and diluted loss per share is derived from
the fully paid ordinary shares on issue. Basic loss per share is determined by dividing the operating loss after income

tax by the weighted average number of ordinary shares outstanding during the financial year.

Diluted loss per share adjusts the figures used in the determination of basic loss 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. The diluted loss per share is the same as the basic loss per share on account of the Company’s
potential ordinary shares (in the form of options) not being dilutive because their conversion to ordinary shares would

not increase the loss per share.

NOTE 6 CASH AND CASH EQUIVALENTS 2021 2020
$ $
Cash at bank and on hand 92,029 651,167

Cash includes deposits at call with financial institutions and other highly liquid investments with short periods to maturity
which are readily convertible to cash on hand and are subject to an insignificant risk of changes in value, net of

outstanding bank overdrafts.

Information about the Company’s exposure to interest rate risk and credit risk is disclosed in Note 21.

NOTE 7 TRADE AND OTHER RECEIVABLES 2021 2020
$ $
Interest receivable - 1,076
Other receivables 12,204 19,921
12,204 20,997

Interest receivable comprises pro-rata interest receivable at balance date in respect of deposits at call and bank term
deposits that is expected to be received within 60 days.

Other receivables relate to amounts recoverable from the Australian Taxation Office in respect of goods and services

tax (GST) and cash flow boost grant.

Due to their short term nature, the carrying value of trade and other receivables is equal to their fair value. No trade

and other receivables are considered impaired or past due.

Information about the Company’s exposure to interest rate risk and sensitivity analysis for financial assets and liabilities
is disclosed in Note 21.
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RED HILL IRON LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2021

NOTE 8 EXPLORATION ASSETS 2021 2020
$ $
Carrying amount 10,008,025 10,008,025

The carrying amount represents the initial acquisition cost of the Company’s wholly owned Pannawonica Iron Ore
Project ($9,905,915) and the initial acquisition cost of the tenements that form the basis of the RHIOJV ($102,110).

Exploration and evaluation expenditure is recorded at historical cost on an area of interest basis. Expenditure on
acquisition of an area of interest is carried forward where rights to tenure of the area of interest are current and it is
expected to be recouped through successful development and exploitation of the area of interest or alternatively by its
sale, or exploration and evaluation activities are continuing in an area of interest but at balance date have not yet
reached a stage which permits a reasonable assessment of the existence or otherwise of economically recoverable
reserves. Exploration and evaluation expenditure incurred by the Company subsequent to acquisition is expensed as
incurred. Once a decision to proceed to development has been taken, all further expenditure incurred relating to the
area will be capitalised.

Projects are advanced to development status when it is expected that further expenditure can be recouped through

sale or successful development and exploitation of the area of interest.

At each reporting date the Company assesses for impairment expenditure on acquisition of each area of interest that
is to be carried forward to ensure that the carrying amount of the exploration and evaluation expenditure does not
exceed its recoverable amount. Any resulting provision for impairment is recognised as a charge to the profit or loss.

The recoupment of cost carried forward in relation to areas of interest in the exploration and evaluation phase is
dependent on the successful development and commercial exploitation or sale of the respective areas.

NOTE 9 TRADE AND OTHER PAYABLES 2021 2020
$ $
Trade creditors and accruals 330,073 33,773
Employee entitlements 3,478 5,964
333,551 39,737

These amounts represent liabilities for goods and services provided to the Company prior to the end of the financial
year and which are unpaid. The amounts are unsecured and are usually paid within 30 days of recognition. Non-
derivative financial liabilities are recognised initially at fair value and subsequently at amortised cost, comprising original
debts less principal payments and amortisation. Due to the short term nature of these payables, their carrying value is

assumed to approximate their fair value.

Information about the Company’s exposure to liquidity risk is disclosed in Note 21.
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RED HILL IRON LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2021

NOTE 10 ISSUED CAPITAL

(a) Share Capital

59,878,149 (2020: 59,878,149) fully paid ordinary shares

2021

28,081,923

2020

28,081,923

Ordinary shares are classified as equity. Incremental costs directly attributed to the issue of new shares or options are

shown in equity as a deduction, net of tax, from the proceeds. Incremental costs directly attributed to the issue of new

shares or options for the acquisition of a business are not included in the cost of the acquisition as part of the purchase

consideration. The Company’s capital risk management policy is set out in Note 21.

(b) Rights attaching to ordinary shares

The ordinary shares have no par value. Ordinary shares entitle the holder to participate in dividends and in the proceeds

on winding up of the Company in proportion to the number of shares held. On a show of hands every holder of ordinary

fully paid 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. The ordinary shares are listed on the ASX and carry no trade restrictions.

(c) Movements in ordinary fully paid shares during the past two years
2021 2020 2021 2020
Number of Number of $ $
shares shares
At 1 July 59,878,149 54,582,936 28,081,923 27,035,248
Shares issued during the year, net of costs - 5,295,213 - 1,046,675
At 30 June 59,878,149 59,878,149 28,081,923 28,081,923
(d) Options to acquire ordinary shares
Set out below is a summary of unlisted options to acquire ordinary shares in the Company:
2021 2020
Type of options Expiry date Exercise price No of options No of options
Director options 7 March 2024 100 cents 1,500,000 -
Employee options 30 June 2022 25 cents 2,450,000 -
Total 3,950,000 -

The Company’s policy on share-based payments, partly paid shares and share options is set out in Note 19.
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RED HILL IRON LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2021

NOTE 11 RESERVES 2021 2020
$ $
Share based payments reserve 1,036,532 243,532
Future value option reserve 285,770 285,770
1,322,302 529,302

The share based payments reserve is used to recognise the fair value of options issued.

The future value option reserve arises on the exercise of options when the share based payments reserve attributable

to the options being exercised is transferred to this reserve.

NOTE 12 CASH FLOW INFORMATION 2021 2020
Reconciliation of loss after income tax with cash flow from operating activities $ $
Loss after income tax (1,654,745) (466,409)
Equity based payments 793,000 -
Change in operating assets and liabilities:
Decreasel/(increase) in debtors 13,009 (13,010)
Increase/(decrease) in creditors 293,814 (47,078)
(Increase)/decrease in GST receivable (4,216) 4,752
Net cash outflows from operating activities (559,138) (521,745)
Changes in liability arising from financing activities:
Opening balance borrowings - -
Proceeds from borrowings - 200,000
Repayment of borrowings - (200,000)

Non-cash flow movement in borrowings -

Closing balance borrowings -

There were no non-cash flows from investing activities.

NOTE 13 CONTINGENCIES

Contingent liabilities

There are no contingent liabilities for termination benefits under service agreements with directors or executives at

30 June 2021. The directors are not aware of any other contingent liabilities as at 30 June 2021.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2021

NOTE 14 COMMITMENTS

Mineral Tenements

In order to maintain the mineral tenements in which the Company and other parties are involved, the Company is

committed to fulfil the minimum annual expenditure conditions under which the tenements are granted. The minimum

estimated expenditure in accordance with the requirements of the Western Australian Department of Mines Industry

Regulation and Safety for the next financial year in respect of the tenements subject to the RHIOJV will continue to be

paid by APIM, as the Manager of the RHIOJV, as the RHIOJV is required to keep the tenements in good standing.

The Company expects to have some commitments for minimum expenditure requirements and maintenance

expenditure in respect of tenements not funded by APIM, as Manager of the RHIOJV, as set out below. These

commitments are expected to be fulfilled in the normal course of operations and may be varied from time to time

subject to governmental approval. Exploration expenditure commitments beyond twelve months cannot be reliably

determined.

Minimum estimated expenditure commitments for the current year are $117,000 (2020: $75,000).

NOTE 15 RELATED PARTY TRANSACTIONS

(@) Key management personnel

The key management personnel of the Company are the directors.
Directors of the Company during the financial year were:

Joshua Pitt

Neil Tomkinson (ceased 30 October 2020)

Garry Strong

Mark Okeby

Nanette Allen (appointed 1 February 2021)

The compensation paid to key management personnel during the year is set out below:

2021 2020
$ $
Short-term employee benefits 199,925 80,375
Post-employment benefits 44,362 32,125
Share-based payments 612,000 -
856,287 112,500

Further details regarding the key management personnel remuneration are provided in the Audited Remuneration

Report contained in the Directors’ Report accompanying these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2021

NOTE 15 RELATED PARTY TRANSACTIONS (continued)

(b) Transactions with director-related entities

Payments to related parties

During the financial year the Company paid $77,826 (2020: $87,475) to Hampton Hill Mining NL, a listed company of
which Mr Pitt is a director and shareholder, for rental of office space and provision of administration services. This

agreement is at arms-length and on normal commercial terms and conditions.

During the financial year the Company paid $141,130 (2020: $nil) to Mr Okeby, director, for work undertaken in addition
to his services as a director.

Options issued to directors

During the financial year, following shareholder approval, the Company issued 500,000 unlisted options each to
directors Mr Strong, Mr Okeby and Ms Allen. Refer to Note 19 for details.

Borrowings from directors

Borrowings relate to the loan facility of $500,000 provided by a company associated with a director, Mr Pitt. The facility
is unsecured and otherwise on normal commercial terms and conditions, bearing interest at a rate of 2.5% per annum,
repayable by 1 October 2022. The facility is to enable the Company to meet its ongoing working capital requirements.

No amount was drawn on the facility at balance date and no interest was outstanding.

Following the end of the financial year, the company drew down $220,000 of this facility, which has subsequently been

repaid including interest.

NOTE 16 MINERAL EXPLORATION AGREEMENTS

The Company has an interest in the following mineral exploration agreement as at 30 June 2021:

West Pilbara — Red Hill Iron Ore Joint Venture

Interest: 40%
Exploration activity: Iron ore
Other parties: API Management Pty Ltd (APIM)

APIM has the right to increase its interest in the RHIOJV from 60% to 81% (dependent on Red Hill Iron's election
detailed in (a) and (b) below), by funding, on a 100% basis, all exploration and development expenditures relating to
the RHIOJV project up to the point when first delivery of ore to customers takes place.

At any time up to and including the first delivery of ore, Red Hill Iron can elect to:

(@ reduce its interest to a 19% participating interest in the project by agreeing to repay 19% of funds expended
on its behalf by API out of 80% of the Company’s share of the RHIOJV project’s free cash flow during mining

operations; or

(b) revert to a 2% FOB royalty, which election will trigger the automatic cancellation of all liability in relation to

exploration and development which are incurred by APIM on the Company’s behalf.
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NOTE 16 MINERAL EXPLORATION AGREEMENTS (continued)

APIM has advised that the total expenditure funded on behalf of the Company by API to 30 June 2020, including
interest thereon, amounted to $34,447,344 (2020: $32,281,961).

The parties to the RHIOJV have entered into mutual Deeds of Cross Charge supported by Mortgages and caveats
registered against their interests in the project tenements to ensure compliance with their obligations under the RHIOJV

Agreement.

Refer to Note 17 Events Occurring After Balance Date.

NOTE 17 EVENTS OCCURRING AFTER BALANCE DATE

Subsequent to year end, the Company has sold its interest in the RHIOJV to a subsidiary of Mineral Resources Limited
(MinRes). Shareholder approval of the sale was obtained on the 2 September 2021 and completion of the transaction

took place later that day.

On completion, an initial cash payment of $200 million has been paid to the Company. A further cash payment of
$200 million is payable when the first commercial shipment of iron ore extracted from the RHIOJV mining tenements
departs port (FOOS date), and a royalty of 0.75% of FOB revenue is payable on all iron ore that is extracted and sold
from the RHIOJV mining tenements, the MinRes Bungaroo South mining tenement and, during the first 10 years from
the FOOS date, the APIJV Red Hill Creek mining tenement.

To the best of the directors’ knowledge and belief, there were no other material items, transactions or events
subsequent to the end of the financial year which, although they do not relate to conditions existing at that date, have
not been dealt with in these financial statements and which would cause reliance on the information shown in this

report to be misleading.

NOTE 18 REMUNERATION OF AUDITORS 2021 2020

Amounts received, or due and receivable, by HLB Mann Judd (WA Partnership) for:

Auditing and review of the financial report of the Company 23,597 19,550
Other services - -

23,597 19,550

NOTE 19 SHARE BASED PAYMENTS

The Company has an Employee Share Option Plan, the details of which are set out in the Company’s initial public
offering prospectus in December 2005. The Company from time-to-time grants options to acquire ordinary fully paid
shares in the Company to management personnel and other staff on terms set out in the plan. The granting of options
is at the directors’ discretion and is designed to provide an incentive component in the remuneration package of
personnel. Options granted carry no dividend or voting rights. Each option is exercisable into a fully paid ordinary share
of the Company. The exercise price of the options is set at the time of grant with reference to the weighted average

price at which the Company’s shares have been trading on the ASX prior to the decision to grant.
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NOTE 19 SHARE BASED PAYMENTS (continued)

The fair value of options granted to employees is recognised as an employee benefit expense with a corresponding

increase in equity. The fair value is measured at grant date and recognised over the period during which the employees

become unconditionally entitled to the options. The fair value at grant date is determined using an option pricing model

that takes into account the price, the term, the vesting and performance criteria, the impact of dilution, the share price

at grant date and expected price volatility of the underlying share, the expected dividend yield and the risk-free interest

rate for the term.

The issue of options to non-executive directors was not made under the Employee Share Option Plan and was

approved by shareholders in general meeting on 27 April 2021.

Grant date Expiry date Exercise
price
cents

2021

Employee

10 Jul 2020 30 Jun 2022 25
Director

27 Apr 2021 7 Mar 2024 100
Total

Vested and exercisable at 30 June
Weighted average exercise price (cents)

2020
Employee
24 Dec 2016 26 Dec 2019 54
Vested and exercisable at 30 June
Weighted average exercise price (cents)

Qutstanding Granted Exercised/ Outstanding
at start of Expired at end of year
year
number number number number
- 2,450,000 - 2,450,000
- 1,500,000 - 1,500,000
- 3,950,000 - 3,950,000
3,950,000
- 53.5 - 53.5
950,000 - (950,000) -
54 - 54

The vesting expense of the options that expired during the prior year was $66,532.

The assessed fair value of the options issued during the year was $793,000 (2020: nil) as calculated at the date of

grant using the Black-Scholes model for valuation of call options, the inputs of which included:

No of options

Grant date

Exercise by

Expected average life of the options
Exercise price per share

Share price at grant date

Expected volatility

Risk-free interest rate

Value of options at grant date

Employee Options
2,450,000
10 July 2020
30 June 2022
2 years
25 cents
16 cents
110%
0.27%
7.38 cents

Director Options
1,500,000
27 April 2021
7 March 2024
2.8 years
$1
70 cents
110%
0.13%
40.8 cents
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NOTE 19 SHARE BASED PAYMENTS (continued)

The weighted average remaining contractual life of options outstanding at the end of the year was 1.64 years
(2020: nil).

NOTE 20 CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

The directors evaluate estimates and judgements 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 - impairment

The Company assesses impairment at each reporting date by evaluating conditions specific to the Company that may
lead to impairment of exploration and evaluation assets, and plant and equipment. Where an impairment trigger exists
under the relevant standard, the recoverable amount of the asset is determined. The recoverable amount of the asset
is the higher of its value in use and its fair value less costs to sell. Value-in-use calculations performed in assessing
recoverable amounts incorporate a number of key estimates and fair value less costs to sell is determined using market

rates.
Capitalisation of exploration and evaluation expenditure

The amount attributable to Exploration Assets in the Statement of Financial Position consists of $9,905,915 relating to
the Company’s interest in the Pannawonica project and $102,110 relating to the initial acquisition cost of the tenements
that form the basis of the RHIOJV. These amounts have been carried forward on the basis that the directors consider
there to be no facts or circumstances suggesting that the carrying amount of the exploration and evaluation assets may
exceed their recoverable amount.

Share-based payment transactions

The Company measures the cost of equity-settled transactions with employees by reference to the fair value of the
equity instrument at the date at which they are granted. The fair value is determined by using a Black-Scholes model
taking into account the terms and conditions upon which the instruments were granted. Refer to Note 19 for further

information.

NOTE 21 FINANCIAL RISK MANAGEMENT

The Company, in its normal course of business, is exposed to financial risks comprising market risk (essentially interest

rate risk), credit risk and liquidity risk.

The directors have overall responsibility for the Company’s management of these risks and seek to minimise these
risks through ongoing monitoring and review of the adequacy of the risk management framework in relation to the risks

encountered by the Company.

(@ Liquidity risk

The Company has no significant exposure to liquidity risk as the Company’s only debt is that associated with trade
creditors in respect of which the Company’s policy is to ensure payment within 30 days. The related party loans are
not considered to be a significant liquidity risk as the magnitude and term of the loans are such that the Company has
adequate time to manage their repayment funded by raising additional capital or realising exploration assets. The

Company manages its liquidity by monitoring forecast cash flows.
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NOTE 21 FINANCIAL RISK MANAGEMENT (continued)

(b) Credit risk

The Company does not have any significant exposure to credit risk. The minimal exposure to credit risk that could
arise is from having its cash assets all deposited at one bank. Whilst the risk of the bank failing is considered minimal,
the Company manages this exposure by ensuring its funds are deposited only with a major bank with high security

ratings.

(c) Market risk

Interest rate risk

The Company is exposed to Australian money market interest rates in respect of its cash assets. The risk is managed
by monitoring the interest rate yield curve out to 120 days to ensure a balance is maintained between the liquidity of
its cash assets and interest rate return. The weighted average rate of interest to which the Company was exposed on
its cash assets as at the year end was 0.01% (2020: 0.89%).

At balance date, if interest rates had been 0.5% higher or lower and all other variables were held constant, the
Company’s profit or loss would increase/decrease by $460 (2020: $3,256); with no effect (2020: nil) on other
components of equity.

The Company has no interest rate risk associated with any of its other financial assets or liabilities.

(d) Capital risk management

The Company’s objective in managing capital, which consists of equity capital and reserves less accumulated losses
to date, is to safeguard its ability to continue as a going concern, so that it can continue to explore for minerals with the
ultimate objective of providing returns for shareholders whilst maintaining an optimal capital structure to reduce the cost
of capital. In order to maintain or adjust the capital structure, the Company may issue new shares, sell assets, or farm

out joint venture interests in its projects.
NOTE 22 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Red Hill Iron is a public company, incorporated and domiciled in Australia and listed on the ASX. The accounting
policies adopted in the preparation of the financial statements that relate specifically to matters dealt with in the
preceding notes, are set out in the relevant notes. The more general accounting policies not already set out above, are

listed below.

These policies have been consistently applied to all the years presented unless otherwise stated.

(@ Statement of compliance and basis of preparation

The financial report was authorised for issue by the board of directors. The financial report complies with the
Corporations Act 2001 and Australian Accounting Standards, which include Australian equivalents to International

Financial Standards (AIFRS). Compliance with AIFRS ensures that the financial report, comprising the financial
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NOTE 22 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

statements and notes thereto, complies with International Financial Reporting Standards (IFRS). The Company is a
for-profit entity for the purpose of applying these standards.

These financial statements have been prepared on an accruals basis and under the historical cost convention.
Going concern

Notwithstanding the fact that the Company incurred a net loss of $1,654,745 for the year ended 30 June 2021 and, at
balance date, the Company's current liabilities exceeded current assets, the financial statements have been prepared
on the going concern basis of accounting, which assumes that the Company will be able to meet its commitments as
and when they fall due. In arriving at this assumption, the directors have recognised the subsequent realisation of

assets. Refer to Note 17 for details of the transaction subsequent to the year end relating to the realisation of assets.

(b) Impairment of assets

At each reporting date, the Company reviews the carrying values of its tangible and intangible assets to determine
whether there is any objective evidence that those assets have been impaired. If such an indication exists, the
recoverable amount of the asset, being the higher of the asset’s fair value less costs to sell and value in use, is
compared to the asset’'s carrying value. Any excess of the asset’s carrying value over its recoverable amount is

expensed to profit or loss.

Where it is not possible to estimate the recoverable amount of an individual asset, the Company estimates the
recoverable amount of the cash-generating unit to which the asset belongs.

(©) Financial assets and liabilities

Financial instruments are initially measured at cost on trade date, which includes transaction costs, when the related
contractual rights or obligations exist. Subsequent to initial recognition these instruments are measured as set out in

the relevant notes.

(d) Employee benefits

Wages and salaries, annual leave and sick leave

Liabilities for wages and salaries, including non-monetary benefits and annual leave expected to be settled within 12
months of the reporting date are recognised in other payables in respect of employees’ services up to the reporting

date and are measured at the amounts expected to be paid when the liabilities are settled.
Retirement benefits obligations

Contributions are made by the Company to employee superannuation funds and are charged as expenses when

incurred.
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NOTE 22 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(e) Goods and services tax

Revenues, expenses and assets are recognised net of the amount of GST, except where the amount of GST incurred
is not recoverable from the Australian Tax Office. In these circumstances the GST is recognised as part of the cost of
acquisition of the asset or as part of an item of the expense. Receivables and payables in the Statement of Financial
Position are shown inclusive of GST. The net amount of GST recoverable from, or payable to, the Australian Taxation

Office is included with other receivables or payables in the Statement of Financial Position.

Cash flows are presented in the Statement of Cash Flows on a gross basis, except for the GST component of investing

and financing activities, which are disclosed as operating cash flows.

) Accounting standards and interpretations

New accounting standards and interpretations adopted

The Company has reviewed all of the new and revised Standards and Interpretations issued by the AASB that are
relevant to the Company and effective for the reporting periods beginning on or after 1 July 2020.

As a result of this review, the directors have determined that ere is no material impact of any new and revised Standards
and Interpretations on the Company and therefore no material change is necessary to accounting policies.

New accounting standards and interpretations in issue, not yet adopted

The Company has also reviewed all the new and revised Standards and Interpretations in issue, not yet adopted, that
are relevant to the Company and effective for the current annual reporting period beginning on or after 1 July 2020.

As a result of this review, the directors have determined that there is no material impact of the new and revised
Standards and Interpretations in issue, not yet adopted, on the Company and therefore no material change is necessary

to accounting policies.

29
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DIRECTORS’ DECLARATION
FOR THE YEAR ENDED 30 JUNE 2021

1 Inthe opinion of the Directors of the Company
a. the accompanying financial statements are in accordance with the Corporations Act 2001 and

(i) give atrue and fair view of the Company's financial position as at 30 June 2021 and of its performance for

the year then ended; and

(i) comply with Australian Accounting Standards, the Corporations Regulations 2001, professional reporting

requirements and other mandatory requirements.

b. there are reasonable grounds to believe that the Company will be able to pay its debts as and when they

become due and payable.

c. The financial statements and notes thereto are in accordance with International Financial Reporting Standards

issued by the International Accounting Standards Board.

2 This declaration has been made after receiving the declarations required to be made to the Directors in accordance
with Section 295A of the Corporations Act 2001 for the financial year ended 2021.

This declaration is signed in accordance with a resolution of the Board of Directors on 8 September 2021 and is signed

for and on behalf of the directors by:

"W

Mr J N Pitt

Chairman
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HLB)MANN JUDD

ADVISORY AND ACCOUNTING

INDEPENDENT AUDITOR’S REPORT

To the members of Red Hill Iron Limited

Report on the Audit of the Financial Report

Opinion

We have audited the financial report of Red Hill Iron Limited (“the Company”) which comprises the
statement of financial position as at 30 June 2021, the statement of profit or loss and other
comprehensive income, the statement of changes in equity and the statement of cash flows for the

year then ended, and notes to the financial statements, including a summary of significant
accounting policies, and the directors’ declaration.

In our opinion, the accompanying financial report of the Company is in accordance with the
Corporations Act 2001, including:

a) giving a true and fair view of the Company’s financial position as at 30 June 2021 and of its
financial performance for the year then ended; and

b) complying with Australian Accounting Standards and the Corporations Regulations 2001.

Basis for opinion

We conducted our audit in accordance with Australian Auditing Standards. Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the
Financial Report section of our report. We are independent of the Company in accordance with the
auditor independence requirements of the Corporations Act 2001 and the ethical requirements of
the Accounting Professional and Ethical Standards Board’s APES 110 Code of Ethics for
Professional Accountants (“the Code”) that are relevant to 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 to provide a basis
for our opinion.

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance
in our audit of the financial report of the current period. These matters were addressed in the context
of our audit of the financial report as a whole, and in forming our opinion thereon, and we do not
provide a separate opinion on these matters. We have determined the matters described below to
be the key audit matters to be communicated in our report.

Key Audit Matter How our audit addressed the key audit
matter

Carrying value of exploration assets

Note 8

In accordance with AASB 6 Exploration for and Our procedures included but were not

Evaluation of Mineral Resources, the Company limited to the following:

capitalises all exploration acquisition expenditure and e We obtained an understanding of the

subsequently applies the cost model after recognition. key processes associated with
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Key Audit Matter How our audit addressed the key audit
matter

Carrying value of exploration assets

Note 8

Our audit focussed on the Company’s assessment of management’s review of the carrying

the carrying amount of the capitalised exploration values of each area of interest;

asset, as this is one of the most significant assets of e We considered the Directors’

the Company. assessment of potential indicators of

impairment;

We planned our work to address the audit risk thatthe e \We obtained evidence that the

capitalised expenditure might no longer meet the Company has current rights to tenure

recognition criteria of the standard. In addition, we of its areas of interest;

considered it necessary to assess whether facts and e We examined the exploration budget

circumstances existed to suggest that the carrying for the upcoming period and

amount of the exploration asset may exceed its discussed with management the

recoverable amount. nature of planned ongoing activities;

¢ We enquired with management,
reviewed ASX announcements and
minutes to ensure that the Company
had not resolved to discontinue
exploration and evaluation at any of
its areas of interest; and

e We examined the disclosures made
in the financial report.

Share-based payments

Note 19

During the year, the Company issued a total of Our procedures included but were not

1,500,000 unlisted options to Directors in additionto  limited to the following:

2,450,000 unlisted options to employees under share- ¢ We agreed the terms and conditions

based payment arrangements. of the options to underlying
documentation;

Our audit focused on share-based payment e We reviewed the Company’s third-

remuneration due to its materiality and importance to party independent valuation report;

users of the financial statements. e We considered the appropriateness

of the Company’s valuation model;

e We considered the Company’s
judgement for the key inputs in the
valuation model such as grant date,
share price at grant date, risk free
rate and volatility were appropriate;

o We applied sensitivities to the
Company’s volatility;

e We recalculated the share-based
payments expense for the year;

o We examined the disclosures made
in the financial report.

Information other than the financial report and auditor’s report thereon

The directors are responsible for the other information. The other information comprises the
information included in the Company’s annual report for the year ended 30 June 2021, but does
not include the financial report and our auditor’s report thereon.
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Our opinion on the financial report does not cover the other information and accordingly we do not
express any form of assurance conclusion thereon.

In connection with our audit of the financial report, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
report or our knowledge obtained in the audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this
other 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 and the Corporations Act
2001 and for such internal control as the directors determine is necessary to enable the preparation
of the financial report that gives a true and fair view and is free from material misstatement, whether
due to fraud or error.

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

Auditor’s responsibilities for the audit of the financial report

Our objectives are to obtain reasonable assurance about whether the financial report as a whole is
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with Australian Auditing Standards will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of this financial report.

As part of an audit in accordance with the Australian Auditing Standards, we exercise professional
judgement and maintain professional scepticism throughout the audit. We also:

- ldentify and assess the risks of material misstatement of the financial report, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

- Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Company'’s internal control.

- Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the directors.
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- Conclude on the appropriateness of the directors’ use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Company’s ability to continue as a
going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures in the financial report or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events or conditions
may cause the Company to cease to continue as a going concern.

- Evaluate the overall presentation, structure and content of the financial report, including the
disclosures, and whether the financial report represents the underlying transactions and
events in a manner that achieves fair presentation.

We communicate with the directors regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control
that we identify during our audit.

We also provide the directors with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable,
related safeguards.

From the matters communicated with the directors, we determine those matters that were of most
significance in the audit of the financial report of the current period and are therefore the key audit
matters. We describe these matters in our auditor’s report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.

Report on the Remuneration Report
Opinion on the remuneration report

We have audited the Remuneration Report included within the directors’ report for the year ended
30 June 2021.

In our opinion, the Remuneration Report of Red Hill Iron Limited for the year ended 30 June 2020
complies with section 300A of the Corporations Act 2001.

Responsibilities

The directors of the Company are responsible for the preparation and presentation of the
Remuneration Report in accordance with section 300A of the Corporations Act 2001. Our
responsibility is to express an opinion on the Remuneration Report, based on our audit conducted
in accordance with Australian Auditing Standards.

HL& Manen Tval /%Mmﬂ«v.,\

HLB Mann Judd M R Ohm
Chartered Accountants Partner

Perth, Western Australia
8 September 2021
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