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ALKANE

RESOURCES LTD
ABN 35 000 689 216

Alkane Delivers Profit After Tax of AS24.5 Million for FY2018

Alkane Resources Ltd results for the financial year ended 30 June 2018 are attached.

The table below is a summary of the financial results:

2018 2017 Change Change
(AS’000) | (AS’000) | (AS’000) %
Gold revenue 129,974 117,792 12,182 10%
Gold production (ounces) 78,533 68,836 9,697 14%
Gold sales (ounces) 75,507 69,929 5,578 8%
Sale price ($/0z) 1,706 1,678 28 2%
TGO profit before tax & non-recurring items | 39,087 16,954 22,133 131%
Company profit / (loss) before tax 31,316 (33,568) 64,884 193%!
Company profit / (loss) after tax 24,471 (28,937) 53,408 185%!

! Positive percentages have been used to be clear profit has increased, mathematically results are negative

The profit before tax of A531.3 million was the highest recorded by the company since 2012, the
year in which the company sold its share of McPhillamys gold deposit.

The profit was largely driven by excellent production and cost performance at the Tomingley
Gold Operation where full year guidance was met with 78,533 ounces of gold produced at an all
in sustaining cost (AISC) of A$1,002 per ounce.

As at 30 June 2018 the company’s cash and bullion position totalled A$S80.0 million, with AS72.0
million in cash and bullion on hand at fair value of A$8.0 million.

CONTACT NIC EARNER, MANAGING DIRECTOR, ALKANE RESOURCES LTD, TEL +61 8 9227 5677
INVESTORS NATALIE CHAPMAN, CORPORATE COMMUNICATIONS MANAGER, TEL +61 418 642 556
MEDIA HILL+KNOWLTON STRATEGIES: MARCHA VAN DEN HEUVEL, TEL +61 2 9286 1226 OR +61 468 960 457

Ground Floor, 89 Burswood Road, Burswood WA 6100, AUSTRALIA (PO Box 4384, Victoria Park WA 6979, AUSTRALIA)
Telephone: +61 8 9227 5677 Facsimile: +61 8 9227 8178 www.alkane.com.au mail@alkane.com.au


http://www.alkane.com.au/
mailto:mail@alkane.com.au

ABOUT ALKANE - www.alkane.com.au - ASX: ALK and OTCQX: ANLKY

Alkane is a multi-commodity company focused in the Central
West region of NSW, Australia. Currently Alkane has two
advanced projects - the Tomingley Gold Operations (TGO) and
the nearby Dubbo Project (DP). Tomingley commenced
production early 2014. Cash flow from TGO has provided the
funding to maintain the project development pipeline and has
assisted with the pre-construction development of the DP.

The DP is a large in-ground resource of zirconium, hafnium,
niobium, yttrium and rare earth elements. As it is an
advanced poly-metallic project outside China, it is a potential
strategic and independent supply of critical minerals for a
range of sustainable technologies and future industries. It has
a potential mine life of 75+ years. The DP is development
ready, subject to financing, with the mineral deposit and
surrounding land acquired and all major State and Federal
approvals in place.

Alkane’s most advanced gold copper exploration projects are
at the 100% Alkane owned Bodangora, Wellington, Rockley
and Elsienora prospects. Wellington has a small copper-gold
deposit which can be expanded, while at Bodangora a large
monzonite intrusive complex has been identified with
porphyry style gold copper mineralisation. Gold and base
metal mineralisation has been identified at Rockley and
Elsienora.
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Alkane Resources Ltd
Directors' report
30 June 2018

The directors present their report, together with the financial statements, on the consolidated entity (referred to hereafter as the
‘consolidated entity' or the 'Group') consisting of Alkane Resources Ltd (referred to hereafter as the 'company' or 'parent entity') and
the entities it controlled at the end of, or during, the year ended 30 June 2018.

Directors and company secretary
The following persons were directors of Alkane Resources Ltd during the whole of the financial year and up to the date of this report,
unless otherwise stated:

| J Gandel was appointed Chairman from 1 September 2017

N Earner was appointed as Managing Director from 1 September 2017

D | Chalmers

A D Lethlean

G Smith was appointed as a Director from 29 November 2017

J S F Dunlop was Chairman from the beginning of the financial year until his resignation on 31 August 2017

As of 1 September 2017, Chairman J S F Dunlop resigned and D | Chalmers stood down as Managing Director. Mr Chalmers continues
on the Board as Technical Director. Director | J Gandel assumed the role of Non-Executive Chairman and Chief Operations Officer Nic
Earner assumed the role of Managing Director.

The Board continues its efforts to seek to appoint additional independent members who will bring complimentary skill sets and diversity
to the Group's leadership.

The company secretary is Mr D Wilkins (B.Bus, ACIS, AICD) who was appointed to the position of company secretary on 29 March 2018.

Mr Wilkins replaced Ms K E Brown as company secretary who retired on 29 March 2018 following a 35 year association with Alkane
Resources Ltd.

Information on Directors
lan Jeffrey Gandel - Non-Executive Chairman
LLB, BEc, FCPA, FAICD

Appointed Director 24 July 2006 and Chairman 1 September 2017

Mr Gandel is a successful Melbourne based businessman with extensive experience in retail management and retail property. He has
been a director of the Gandel Retail Trust and has had an involvement in the construction and leasing of Gandel shopping centres. He
has previously been involved in the Priceline retail chain and the CEO chain of serviced offices.

Through his private investment vehicles, Mr Gandel has been an investor in the mining industry since 1994. Mr Gandel is currently a
substantial holder in a number of publicly listed Australian companies and, through his private investment vehicles, now holds and
explores tenements in his own right in Western Australia. Mr Gandel is currently non-executive chairman of Alliance Resources Ltd
(appointed as director on 15 October 2003 and in June 2016 was appointed non-executive chairman). He is also Non-Executive chairman
of Octagonal Resources Ltd (appointed 10 November 2010)(this company sought delisting from the ASX in February 2016 and converted
to Pty Ltd status in April 2016) and has been a Director and Non-Executive Chairman of Gippsland Ltd (24 June 2009- 14 April 2015).

Mr Gandel is a member of the Audit Committee and Chairman of the Remuneration and Nomination Committees.
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(continued)

Information on Directors (continued)

Nicolas Paul Earner - Managing Director
BEng (hons)

Appointed Managing Director 1 September 2017

Mr Earner is a chemical engineer and a graduate of University of Queensland with 21 years experience in technical and operational
optimisation and management, and has held a number of executive roles in mining and processing.

Mr Earner joined the Alkane Group as Chief Operations Officer in August 2013 with responsibility for the safe and efficient management
of the Company's operations at Tomingley Gold Operations (TGO) and Dubbo (Dubbo Project). Under his supervision, the successful
development of TGO transitioned to profitable and efficient operations. His guidance also drives the engineering and metallurgical
aspects of the Dubbo Project, overseeing optimisation of plant design and product and marketing development.

Prior to his appointment as the Group's Chief Operations Officer in August 2013 he spent four years at Straits Resources Ltd including
two years as Executive General Manager - Operations, supervising up to 1,000 employees in open cut and underground gold mines and
an underground copper mine. During the eleven years before that he had various roles at Rio Tinto Coal Australia's Mount Thorley
Warkworth coal mine and BHP/WMC Olympic Dam cooper-uranium-gold operations. His eight years at Olympic Dam included roles
managing the Concentrator and Hyrdomet functions which included substantial milling, leaching and solvent extraction circuits. His
other positions included production Superintendent - Smelting and Senior Engineer - Process Control, Instrumentation and
Communications.

David lan (lan) Chalmers - Technical Director
MSc, FAusIMM, FAIG, FIMM, FSEG, MSGA, MGSA, FAICD

Appointed Technical Director 1 September 2017. Resigned as Managing Director 31 August 2017.

After almost 11 years as Managing Director Mr Chalmers stepped down to make way for the appointment of Mr Earner in his place. Mr
Chalmers continues on the Board to provide ongoing technical and commercial knowledge and support for the Dubbo Project and
exploration activities.

Mr Chalmers is a geologist and graduate of the Western Australia Institute of Technology (Curtin University) and has a Master of Science
degree from the University of Leicester in the United Kingdom. He has worked in the mining and exploration industry for over 40 years,
during which time he has had experience in all facets of exploration and mining through feasibility and development to the production
phase. Mr Chalmers was Technical Director until his appointment as Managing Director in 2006, overseeing the Group's minerals
exploration efforts across Australia (New South Wales and Western Australia), Indonesia and New Zealand and the development and
operations of the Peak Hill Gold Mine (NSW). During his time as chief executive he steered the Company through construction and
development of the now fully operational Tomingley Gold Operations and to the threshold of development of the world class Dubbo
Project.

Mr Chalmers is a member of the nomination committee.

Anthony Dean Lethlean - Non-Executive Director
BAppSc (Geology)

Appointed Director 30 May 2002

Mr Lethlean is a geologist with over 10 years mining experience including 4 years underground on the Golden Mile in Kalgoorlie. In later
years, he has worked as a resource analyst with various stockbrokers and investment banks including CIBC World Markets. He was a
founding director of Helmsec Global Capital Limited which seeded, listed and funded a number of companies in a range of commodities.
He retired from the group in 2014. He is also a non-executive director of Alliance Resources Ltd (appointed 15 October 2003).

Mr Lethlean is the senior independent Director, Chairman of the Audit Committee and a member of the Remuneration and Nomination
Committees.
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Information on Directors (continued)

Gavin Smith - Non-Executive Director
B.Com, MBA, MAICD

Appointed Director 29 November 2017

Mr Smith is an accomplished senior executive and non-executive director within multinational business environments. He has more
than 35 years experience in Information Technology, Business Development, and General Management in a wide range of industries
and sectors. Mr Smith has worked for the Bosch group for the past 28 years in Australia and Germany and is current Chair and President
of Robert Bosch Australia. In this role Mr Smith has led the restructuring and transformation of the local Bosch subsidiary. Concurrent
with this role, he is a non-executive director of the various Bosch subsidiaries, joint ventures, and direct investment companies in
Australia and New Zealand. In addition, Mr Smith is the Chair of the Internet of Things Alliance Australia (IoTAA), the peak body for
organisations with an interest in the loT.

Dennis Wilkins - Company secretary
B.Bus, ACIS, AICD

Mr Wilkins was appointed to the position of company secretary on 29 March 2018. Before joining Alkane Resources Ltd he has been a
director, or involved in executive management of, several publicly listed resource companies with operations in Australia, PNG,
Scandinavia and Africa.

Principal activities

During the financial year the principal continuing activities of the consolidated entity consisted of:
° mining operations at the Tomingley Gold Operation;

e  evaluation activities in relation to the Dubbo project; and

° exploration and evaluation activities on tenements held by the Group.

Dividends
There were no dividends paid, recommended or declared during the current or previous financial year.

Review of operations
The profit for the consolidated entity after providing for income tax amounted to $24,471,000 (30 June 2017: loss of $28,937,000).

This result included a profit before tax and non-recurring items of $39,087,000 (30 June 2017: $16,954,000) in relation to Tomingley
Gold Operations.

Tomingley Gold Operations

The gold operations at Tomingley are located approximately 50 kilometres south-west of Dubbo in the Central West of NSW. The
operations are based on four gold deposits. Wyoming One, Wyoming Three (mining completed October 2015), Caloma One (mining
completed August 2017) and Caloma Two. Mining occurred in three pits during the year, Caloma One, Caloma Two and Wyoming One.

Total material movements for the period of 3,755,265 bcm comprised 3,165,414 bcm of waste and 589,851 bcm of ore. The average
stripping ratio of 5.4 represented a decrease from the corresponding period as a result of overburden having been previously removed
from the main operating pits Wyoming One and Caloma Two.

Milling for the period was in line with design capacity at 1,092,602 tonnes. Gold recovery increased from 91.5% for the year ended 30
June 2017 to 91.9% in line with expectations as increased oxide ore was available for processing from the Wyoming One and Caloma
Two pits. Average grade milled was 2.42g/t reflecting higher grade ore sourced from the Caloma Two pit. As a result of the lower waste
movement requirements the mining fleet size has been reduced accordingly.

Production for the period was 78,533 ounces with all in sustaining costs of $1,002 per ounce. The average sales price achieved for the
period was $1,706 per ounce. Gold sales of 75,507 ounces resulted in sales revenue of $128,799,000.

Bullion on hand increased by 3,022 ounces from 30 June 2017 to 4,836 ounces (fair value of $8,180,000 at period end).
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(continued)

Review of operations (continued)
Tomingley Gold Operations (continued)

The table below summarises the key operational information.

. . Sep Quarter | Dec Quarter| Mar Quarter | Jun Quarter FY FY
TGO Production unit 2017 2017 2018 2018 2018 2017
Wasie mined BCM's 1,807,545 507,458 470,598 379,773] 3,165,414 | 7,679,110
Cre mined BCM's 113,098 122,638 186,362 167,753 589,851 461,359
Ore mined Tonnes 289,627 330,613 505,840 463,732 1,585,811 1,222,868
Stripping Ratio Ratio 16.0 4.1 2.5 2.3 5.4 16.6
Grade mined "*! g/t 2.55 1.96 1.80 1.87 1.99 2.08
Cre milled Tonnes 281,191 264,416 272,125 274,870) 1,052,602 ] 1,087,583
Head grade g/t 2.80 2.21 2.41 2.23 2.42 2.15
Gold recovery %% 92.7 52.9 51.2 50.5 51.59 91.5
Gold poured ! Ounces 24,122 16,641 18,635 19,135 78,533 68,836
Revenue summary
Gold sold Qunces 21,610 13,184 21,550 15,163 75,507 63,925
Average price realised AS/Oz 1,685 1,654 1,708 1,735 1,706 1,678
Gold revenue AS000's 36,417 22,330 36,810 33,242 128,795 117,338
Cost Summary
Mining AS/Oz 501 503 436 455 475 748
Processing AS/0z 208 260 240 248 236 295
Site support AS/0z 56 78 42 51 56 24
C1 Cash Cost AS/0z 765 841 718 754 767 1,127
Royalties AS/0z 54 51 458 54 52 43
Sustaining capital AS/Oz 34 27 27 37 32 47
Rehabhilitation AS/Oz 57 99 140 136 117 71
Corporate A5/0z 31 41 29 36 34 41
All-in Sustaining Cost '*! AS/0z 981 1,059 962 1,017 1,002 1,335
Bullion on hand Ounces 4,303 7,756 4 870 4,836 4 836 1,814
Stockpiles
Ore for immediate milling Tonnes 770,136 829,356 1,063,782 1,256,823 ] 1,256,823 761,825
stockpile grade '*! gt 0.86 0.87 0.51 0.57 0.97 0.95
Contained gold Junces 21,086 23,185 31,140 39,338 35,338 23,300

(1)  Allin Sustaining Cost (AISC) comprises all site operating costs, royalties, mine exploration, sustaining capex, mine development
and an allocation of corporate costs on the basis of ounces produced. AISC does not include share-based payments, production
incentives or net realisable value provision for product inventory.

(2)  Based on the resource models.

(3) Represents gold poured at site, not adjusted for refining adjustments which results in minor differences between the
movements in bullion on hand and the difference between production and sales.
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(continued)

Review of operations (continued)
Tomingley Gold Operations (continued)

Ore over the year was mainly sourced from the Wyoming One and Caloma Two pits, with mining finishing in the Caloma One pit in
August 2017. The current life of mine plan sees the open cut pits finishing in financial year 2019. Low grade stockpiles of approximately
761,000 tonnes are also available for milling, but are at present not scheduled until the potential underground material is available to
be blended.

A significant drilling program was completed during the period, both targeting strike extensions and in-fill areas for the potential
underground operation below the Wyoming One pit as well as exploring for potential resources between Tomingley and Peak Hill. The
underground data has been incorporated into an updated resource and reserve which has been published. Exploration drill results
between Tomingley and Peak Hill have been released and show significant mineralised intercepts. The decision on proceeding
underground will be made in the first half of financial year 2019 with near mine exploration continuing through the full financial year.

Dubbo Project

The project is proceeding towards development as a potential strategic supply of critical minerals for a range of high-tech and
sustainable technologies. It is based on a large resource of zirconium, hafnium, niobium, tantalum, yttrium and rare earth elements,
located at Toongi, 30 kilometres south of the large regional centre of Dubbo in the Central West of NSW. The Dubbo Project is a unique,
long-life asset with a potential mine life of 75 plus years. Unlike many projects of this kind, it is a polymetallic deposit providing potential
revenue from multiple product streams.

The Dubbo Project remains ready for construction, subject to financing, with the mineral deposit and surrounding land wholly owned,
all major State and Federal approvals in place, an established flowsheet and a solid business case. Efforts during the period focussed
on product development and marketing with potential customers with a focus on signing offtake contracts.

The Dubbo Project has developed high-purity hafnium oxide products tailored to meet market requirements (refer ASX Announcement
dated 17 January 2018 Hafnium product breakthrough consolidated DP business case). The new products were produced by a
proprietary process at the Group's demonstration pilot plant at the Australian Nuclear Science and Technology Organisation (ANSTO)
in Sydney, New South Wales. Subsidiary, Australian Strategic Materials Ltd (ASM) finalised work with Outotec and other engineers to
refine the existing engineering and design to provide bankable level of accuracy costing for the processing section of the project using
the modularised build philosophy (refer ASX Announcement dated 4 June 2018). As well as reducing up front capital requirements, the
modularisation concept is expected to provide greater construction flexibility by staging the overall build of the project whilst preserving
the project economics. This comprehensive task should allow ASM to quickly commence the construction phase following financing.

After more than five years of downward pressures, prices for zirconium materials rose rapidly through financial year 2018, with
zirconium oxychloride (ZOC) prices increasing by more than 80%. ZOC is the base product for the downstream zirconium industry. The
increases in prices are primarily driven by reduced ZOC supply from China due to Chinese government environmental inspections and
subsequent shutdowns to upgrade processing facilities to reduce pollution, and restricted supply of zircon.

The higher price and uncertain supply of zircon is expected to drive ZOC process up further in financial year 2019. ASM continues to
engage with customers looking to convert letters of intent to offtake agreements.

Rare earth permanent magnets (NdFeB) continued to be the main driver for rare earths market in financial year 2018, with even higher
growth rates anticipated in financial year 2019 due to the rapid growth in demand for electric vehicles worldwide. The widespread
environmental crackdown across China has also included the rare earths industry, putting illegal mining under the spotlight and
imposing strict enforcement of the quota system.

The hafnium market experienced tightening supply in financial year 2018, while demand continues to increase for traditional and new
applications. Hafnium metal for super alloys used in industrial gas turbines and jet engines remains the main market, while other
applications continue to grow for this niche element.
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(continued)

Review of operations (continued)
Dubbo Project (continued)

The niobium market continues to be stable with prices increasing marginally over financial year 2018.

ASM continues to work with its financial advisors to pursue the funding strategy for the project. The changing market dynamics and
improved pricing for key products is expected to assist in discussions with customers to secure long term product offtake and
investment in the project. The ability of the Dubbo Project to provide long term sustainable security of supply of a diverse range of over
15 critical metals and oxides is one of the strong themes which is being increasingly recognised both in Australia and overseas.

Exploration

The Company maintained a focussed multi commodity exploration program in the Central West of NSW. A substantial exploration
program has focussed on the resource potential of the immediate mine area, including Peak Hill mine site. A 13,000 metre evaluation
air core drilling program has commenced in the Tomingley to Peak Hill prospective corridor. The company continues to work with a
leaseholder regarding the timing of access to follow up the porphyry/epithermal style gold-copper mineralisation identified in the
Kaiser-Boda areas. Geological mapping and high resolution ground magnetics have been completed to assist with drilling target
definition within the Cudal and Rockley projects.

Significant changes in the state of affairs
There were no significant changes in the state of affairs of the consolidated entity during the financial year.

Matters subsequent to the end of the financial year
No matter or circumstance has arisen since 30 June 2018 that has significantly affected, or may significantly affect the consolidated
entity's operations, the results of those operations, or the consolidated entity's state of affairs in future financial years.

Likely developments and expected results of operations

The Group intends to continue evaluation activities in relation to the Dubbo Project in line with details provided in the Review of
Operations. Efforts at Tomingley Gold Operations continue to be focussed on optimising performance for the remaining open cut mine
life and development of underground operations. Exploration and evaluation activities will continue on existing tenements and
opportunities to expand the Group's tenement portfolio will be pursued with a view to ensuring there is a pipeline of development
opportunities to be considered.

Refer to the Review of Operations for further detail on planned developments.

Environmental regulation
The Group is subject to significant environmental regulation in respect of its exploration and evaluation, development and mining
activities.

The Group aspires to the highest standards of environmental management and insists its staff and contractors maintain that standard.
A significant environmental incident is considered to be one that causes a major impact or impacts to land biodiversity, ecosystem
services, water resources or air, with effects lasting greater than one year. There were no significant environmental incidents reported
at any of the Group's operations.
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Meetings of directors

The number of meetings of the company's Board of Directors ('the Board') and of each board committee held during the year ended 30
June 2018, and the number of meetings attended by each director were:

Full meetings Meetings of committees
of Directors Audit Nomination Remuneration
Attended Held Attended Held Attended Held Attended Held

| J Gandel 11 11 3 3 2 2 2 2
A D Lethlean 11 11 3 3 2 2 2 2
D | Chalmers 11 11 3* 3* 2 2 * *
G Smith 7 7 2 2 1 1 1 1
J'S F Dunlop 2 2 1 1 1 1 1 1
N Earner 9 9 3* 3* * * * *

Held: represents the number of meetings held during the time the director held office or was a member of the committee during the
year.

* Not a member of the relevant committee. D | Chalmers and N Earner attended the audit committee meetings by invitation.

Remuneration report
The Directors' are pleased to present Alkane Resources Ltd's remuneration report which sets out remuneration information for the
Company's Non-Executive Directors, Executive Directors and other Key Management Personnel.

The report contains the following sections:

(a) Key Management Personnel disclosed in this report

(b) Remuneration governance

(c) Use of remuneration consultants

(d) Executive remuneration policy and framework

(e) Statutory performance indicators

(f)  Non-Executive Director remuneration policy

(g) Voting and comments made at the Company's 2017 Annual General Meeting
(h) Details of remuneration

(i) Service agreements

(j)  Details of share based payments and performance against key metrics
(k)  Shareholdings and share rights held by Key Management Personnel

(I)  Other transactions with Key Management Personnel

(a) Key Management Personnel disclosed in this report

Non-Executive and Executive Directors

| J Gandel D | Chalmers

N Earner (from 1 September 2017) G Smith (from 29 November 2017)

A D Lethlean J S F Dunlop (until 1 September 2017)

Other Key Management Personnel

M Ball Chief Financial Officer (until 7 June 2018)

A MacDonald General Manager - Marketing

K E Brown Company Secretary (until 29 March 2018)

D Wilkins Company Secretary (appointed 29 March 2018)

There have been no changes to Directors or Key Management Personnel since the end of the reporting period.
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Remuneration report (continued)

(b) Remuneration governance
The Company has established a Remuneration Committee to assist the Board in fulfilling its corporate governance responsibilities with
respect to remuneration by reviewing and making appropriate recommendations to the Board on:

o the overall remuneration strategy and framework for the Company;

e the operation of the incentive plans which apply to the Executive team, including the appropriateness of key performance
indicators and performance hurdles; and

e the assessment of performance of and remuneration of the Executive directors, Non-Executive Directors and other Key
Management Personnel.

The Remuneration Committee is a Committee of the Board and at the date of this report the members were independent Non-Executive
Directors | ) Gandel, A D Lethlean and G Smith.

Their objective is to ensure that remuneration policies and structures are fair, competitive and aligned with the long-term interests of
the Company and its shareholders.

The Company's annual Corporate Governance Statement provides further information on the role of this Committee.

(c) Use of remuneration consultants
No remuneration consultants were engaged in the financial year to provide remuneration advice.

(d) Executive remuneration policy and framework

In determining Executive remuneration, the Board (or the Remuneration Committee as its delegate) aims to ensure that remuneration
practices:

e  are competitive and reasonable, enabling the Company to attract and retain key talent while building a diverse, sustainable and
high achieving workforce;

are aligned to the Company’s strategic and business objectives and the creation of shareholder value;

promote a high performance culture recognising that leadership at all levels is a critical element in this regard;

are transparent; and

are acceptable to shareholders.

The Executive remuneration framework has three components:

e  Total Fixed Remuneration (TFR);
e  Short-Term Incentives (STl); and
° Long-Term Incentives (LTI).

(i) Executive remuneration mix
The Company has in place Executive incentive programs which provide the mechanism to place a material portion of Executive pay "at
risk".

(ii) Total fixed remuneration
A review is conducted of remuneration for all employees and Executives on an annual basis, or as required. The Remuneration
Committee is responsible for determining Executive TFR.

(iii) Incentive arrangements

The Company uses both short term and long term incentive programs to balance the short and long term aspects of business
performance, to reflect market practice, to attract and retain key talent and to ensure a strong alighment between the incentive
arrangements of Executives and the creation and delivery of shareholder return.

The Company has used both performance rights and share appreciation rights as the mechanisms for Executive incentives. The
performance rights plan was approved by shareholders at the 2016 Annual General Meeting and the share appreciation rights plan was
approved by shareholders at the 2014 Annual General Meeting.
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Remuneration report (continued)
(d) Executive remuneration policy and framework (continued)

Long- term incentives

The LTl is designed to focus Executives on delivering long term shareholder returns. Eligibility for the plan is restricted to Executives
and nominated Senior Managers, being the employees who are most able to influence shareholder value. Under the plan, participants
have an opportunity to earn up to 100% of their total fixed remuneration (calculated at the time of approval by the Remuneration
Committee) comprised of part performance rights and part share appreciation rights, provided that predefined targets are met over a
three year performance period. Performance rights are the reward vehicle for targets that are milestone based whereas share
appreciation rights are the reward vehicle for shareholder return targets as the number of shares to be issued upon vesting is impacted
by the quantum of shareholder value created. The LTI vesting period is three years.

The performance rights component of the LTI will be provided in the form of rights to ordinary shares in Alkane Resources Ltd that will
vest at the end of the three year vesting period provided the predefined targets are met. On vesting, the rights automatically convert
into one ordinary share each. Participants do not receive any dividends and are not entitled to vote in relation to the rights to shares
prior to the vesting period. If a participant ceases to be employed by the Group within this period, the rights will be forfeited, except in
limited circumstances that are approved by the Board on a case-by-case basis.

Under the share appreciation rights plan, participants are granted rights to receive fully paid ordinary shares in the Company. Rights
will only vest if the predefined TSR performance condition is met. If a participant ceases to be employed by the Group within this period,
the rights will be forfeited, except in limited circumstances that are approved by the Board on a case-by-case basis.

Participation in the plan is at the Board’s discretion and no individual has a contractual right to participate in the plan.

An absolute TSR target, as opposed to a TSR target relative to an index or a peer group, has been used to reflect:

e the developmental stage of the Dubbo Project and the impact that the successful development is expected to have on the market
value of the Group; and

e the absence of a sufficient number of comparable companies to benchmark against.

Targets are generally reviewed annually and set for a forward three year period. Targets reflect factors such as the expectations of the
Group’s business plans, the stage of development of the Group’s projects and the industry business cycle. The most appropriate target
benchmark (i.e. the use of an absolute or a relative TSR target) will be reviewed each year prior to the granting of rights.

Vesting of the rights is subject to the Group's TSR, including share price growth, dividends and capital returns, exceeding certain growth
hurdles over a three-year period.

The Remuneration Committee is responsible for determining the LTI to vest based on an assessment of whether the predefined targets
are met. To assist in this assessment, the Committee receives detailed reports on performance from management. The Committee has
the discretion to adjust LTI's downwards in light of unexpected or unintended circumstances.

(iv) Clawback policy for incentives

Under the terms and conditions of the Company’s incentive plan offer and the plan rules, the Board (or the Remuneration Committee
as its delegate) has discretion to determine forfeiture of unvested equity awards in certain circumstances (e.g. unlawful, fraudulent or
dishonest behaviour or serious breach of obligations to the Company). All incentive offers and final outcomes are subject to the full
discretion of the Board (or the Remuneration Committee as its delegate).

(v) Share trading policy

The trading of shares issued to participants under any of the Company’s employee share plans is subject to, and conditional upon,
compliance with the Company’s employee share trading policy. Executives are prohibited from entering into any hedging arrangements
over unvested rights under the Company’s employee incentive plans. The Company would consider a breach of this policy as gross
misconduct which may lead to disciplinary action and potentially dismissal.
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Alkane Resources Ltd
Directors' report
30 June 2018

(continued)
Remuneration report (continued)

(e) Statutory performance indicators

The Company aims to align Executive remuneration to the Company’s strategic and business objectives and the creation of shareholder
wealth. The table below shows measures of the Group’s financial performance over the last 5 years as required by the Corporations
Act 2001. However, these are not necessarily consistent with the specific measures in determining the variable amounts of
remuneration to be awarded to Key Management Personnel. As a consequence, there may not always be a direct correlation between
the statutory key performance measures and the variable remuneration rewarded.

30 June 2018 30 June 2017 30 June 2016 30 June 2015 30 June 2014

Revenue ($'000) 129,974 117,792 109,624 102,467 25,264
Profit/(loss) for the year attributable to owners 24,471 (28,937) 4,695 (4,086) (6,170)
($'000)

Basic earnings/(loss) per share (cents) 4.8 (5.8) 1.1 (1.0) (1.7)
Dividends payments ($'000) - - - - -
Share price at period end (S) 0.23 0.24 0.20 0.28 0.27

Total KMP incentives as a percentage of

3.0% 0.3% 3.0% 0.0% 0.0%
profit/(loss) for the year (%) ° 0 ° 0 °

f) Non-Executive Director remuneration policy
On appointment to the Board, all Non-Executive Directors enter into a Service Agreement with the Company in the form of a letter of
appointment. The letter summarises the Board policies and terms, including remuneration, relevant to the office of Director.

Non-Executive Directors receive a Board fee and fees for chairing or participating on Board Committees. Non-Executive Directors
appointed do not receive retirement allowances. Fees provided are inclusive of superannuation and the Non-Executive Directors do
not receive performance-based pay.

Fees are reviewed annually by the Remuneration Committee taking into account comparable roles and market data obtained from
independent data providers. The current base fees for Non-Executive Directors have not changed since 1 January 2013.

The maximum annual aggregate Directors’ fee pool limit (inclusive of applicable superannuation) is $700,000 and was approved by
shareholders at the Annual General Meeting on 16 May 2013.

Details of Non-Executive Director fees in the year ended 30 June 2018 are as follows:
S per annum

Base fees
Chair 125,000
Other Non-Executive Directors 75,000

Additional fees

Audit Committee - chair 7,500
Audit Committee - member 5,000
Remuneration Committee - chair 7,500
Remuneration Committee - member 5,000

For services in addition to ordinary services, Non-Executive Directors may charge per diem consulting fees at the rate specified by the
Board from time to time for a maximum of 4 days per month over a 12 month rolling basis. Any fees in excess of this limit are to be
approved by the Board.

(g) Voting and comments made at the Company's 2017 Annual General Meeting

The Company received more than 89% of “yes” votes on its remuneration report for the last financial period ended 30 June 2017. The
Company did not receive any specific feedback at the AGM or throughout the year on its remuneration practices.

11
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Directors' report
30 June 2018

(continued)
Remuneration report (continued)

(h) Details of remuneration
The following table shows details of the remuneration expense recognised for the Directors and the Key Management Personnel of the
Group for the current and previous financial year measured in accordance with the requirements of the accounting standards.

Variable
Fixed remuneration remuneration Total
Annual and Post-
Non long employ- Rights to
Cash monetary service ment deferred
30 June 2018 salary (=) benefits (@) leave (b benefits (c) Other (b) shares ()
$ $ $ $ $ $ $
Executive Directors
N Earner 457,545 . 25,045 23,059 - 623,905 | 1,129,554
D | Chalmers 208,402 32,726 149,596 19,798 - 133,010 543,532
Other KMP
M Ball 331,938 - 11,228 21,845 - (117,000) 248,011
A MacDonald 360,000 69,300 25,670 33,250 - 99,176 587,396
D Wilkins © 43,177 ; - , , ; 43,177
K E Brown © 152,500 33,000 - - - -| 185,500
Total Executive Directors and
other KMP 1,553,562 135,026 211,539 97,952 - 739,091 | 2,737,170
Total NED remuneration (&) 258,487 - - 19,846 125,000 - 403,333
Total KMP remuneration
expense 1,812,049 135,026 211,539 117,798 125,000 739,091 ] 3,140,503
Variable
Fixed remuneration remuneration Total
Annual and Post-
Non long employ- Rights to
Cash monetary service ment deferred
30 June 2017 salary (@) benefits (a) leave (b) benefits (c) Other (b) shares ()
$ $ $ $ $ $ $
Executive Director
DI Chalmers 360,000 36,296 14,571 34,200 - 117,141 562,208
Other KMP
N Earner 397,213 - 14,145 36,407 - 128,856 576,621
M Ball 347,782 - 13,501 29,985 - 101,523 492,791
A MacDonald 150,000 - 383 13,854 - - 164,237
K E Brown © 210,000 : - ; ; | 210,000
Total Executive Directors and
other KMP 1,464,995 36,296 42,600 114,446 - 347,520 | 2,005,857
Total NED remuneration © 283,106 . - 26,894 - | 310,000
Total KMP remuneration
expense 1,748,101 36,296 42,600 141,340 - 347,520 2,315,857
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(continued)

Remuneration report (continued)
(h) Details of remuneration (continued)

(a)
(b)

()
(d)

(8)

Short-term benefits as per Corporations Regulation 2M.3.03(1) Item 6.

Other long-term benefits as per Corporations Regulation 2M.3.03(1) Item 8. The amounts disclosed in this column represent the
movements in the associated provisions. They may be negative where a KMP has taken more leave than accrued during the year.
Post-employment benefits are provided through superannuation contributions.

Rights to deferred shares granted under the executive STl and LTI schemes are expensed over the performance period, which
includes the year to which the incentive relates and the subsequent vesting period of the rights.
Rights to deferred shares are equity-settled share-based payments as per the Corporations Regulations 2M.3.03(1) Item 11. These
include negative amounts for the rights forfeited during the year.

Details of each grant of share right are provided in the table in section (j). Shareholder approval was received in advance to the
grant of share rights where required.

Corporate administration and company secretarial fees paid to Mineral Administration Services Pty Ltd, a Company associated
with Ms Brown who retired on 29 March 2018.

Company secretarial services were paid to DWCorporate Pty Ltd from 29 March 2018, a Company associated with Mr Wilkins.
Mr Earner was appointed as Managing Director on 1 September 2017. Before this appointment he was the group's Chief
Operations Officer. Amounts shown above include all Mr Earner's remuneration during the reporting period, whether as director
or as Chief Operations Officer. Amounts received in his position as Managing Director total $954,266 made up of cash salary of
$389,118, annual leave and long service leave of -$3,722 as previously accrued annual leave as Chief Operations Officer was
utilised, post-employment benefits of $19,215 and rights to deferred shares of $549,655.

Mr Chalmers resigned as Managing Director in 1 September 2017 and was appointed Technical Director. Amounts showing above
include all Mr Chalmer's remuneration during the reporting period, whether as Managing Director or as Technical Director. Due
to a change in salary previously accrued annual leave and long service leave entitlements were valued at the new rate, resulting
in an additional $104,180 of leave entitlement benefits.

Refer below for details of Non-Executive Directors' (NED) remuneration.

30 June 2018 Cash salary
and fees Other Superannuation Total
$ $ $ $

Non-Executive Directors

| J Gandel 108,067 - 10,266 118,333
AD Leathlean 79,909 - 7,591 87,500
G Smith 49,583 - - 49,583
JSFDunlop 20,928 125,000 1,988 147,916
Total Non-Executive Directors 258,487 125,000 19,845 403,332

(1)

Other benefits include an ex gratia payment paid to Mr Dunlop upon resignation.

30 June 2017 Cash salary
and fees Superannuation Total
$ $ $
Non-Executive Directors
| J Gandel 77,626 7,374 85,000
A D Leathlean 79,909 7,591 87,500
JS FDunlop 125,571 11,929 137,500

Total Non-Executive Directors 283,106 26,894 310,000
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(continued)

Remuneration report (continued)
(h) Details of remuneration (continued)

The relative proportions of remuneration expense recognised during the year that are linked to performance and those that are fixed
are as follows:

Fixed remuneration At risk - STI At risk - LTI
2018 2017 2018 2017 2018 2017
% % % % % %

Executive Directors of Alkane Resources Ltd
I Chalmers 76 79 - - 24 21
N Earner 45 78 - - 55 22
Other Key Management Personnel
M Ball 100 79 - - - 21
A MacDonald 83 100 - - 17 -
D Wilkins 100 - - - - -
K E Brown 100 100 - - - -

N Earner was appointed Managing Director 1 September 2017, the entitlements prior to this relate to his role as Chief Operations
Officer.

M Ball resigned during the year and forfeited the rights to deferred shares.

K E Brown and D Wilkins were not employees of the Company and therefore not eligible to participate in incentive programs. Instead
a fee for services rendered is paid as set out previously.

(i) Service agreements
Remuneration and other terms of employment for key management personnel are formalised in service agreements. Details of these
agreements are as follows:

Termination
Name and position Term of agreement TFR ™ payment(z)
D | Chalmers - Technical Director On-going commencing 1 September 2017 $120,000 6 months
N Earner - Managing Director On-going commencing 1 September 2017 $490,000 | see note 2 below
A MacDonald - General Manager - Marketing | On-going commencing 1 February 2017 $394,200 6 months
D Wilkins - Company Secretary G) On-going commencing 29 March 2018 see note 3 below | seenote 3 below

(1)  Total Fixed Remuneration (TFR) is for the year ended 30 June 2018 and is inclusive of superannuation but does not include long
service leave accruals. TFR is reviewed annually by the Remuneration Committee. Mr Chalmers TFR represents his role as
Technical Director and does not include other director fees.

(2)  Specified termination payments are within the limits set by the Corporations Act 2001. The termination benefit provision for
the Managing Director was approved at the Annual General Meeting on 29 November 2017.

Mr Earner may resign with 3 months' notice; or

Alkane may terminate the Executive Employment agreement with 3 months' notice; or

Where Mr Earner resigns as a result of a material diminution in the position, Mr Earner will be entitled to payment in lieu of 12
months' notice and short term incentives and long term incentives granted or issued but not yet vested.

(3) Mr Wilkins agreement commenced 29 March 2018 until terminated in writing by either party, a four month notice period of
termination is required and no monies are payable consequent to termination. Mr Wilkins' firm, DW Corporate Pty Ltd, is
engaged to provide company secretarial and corporate advisory services. Fees are charged on an hourly basis, and all amounts
are disclosed in the remuneration table in section (h).
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(continued)

Remuneration report (continued)

(j) Detadils of share based payments and performance against key metrics

Details of each grant of share rights affecting remuneration in the current or future reporting period are set out below.

Fair value of Share based
Date of Number of share rights Share rights Performance payment
grant rights granted at date of at fair value period end expense
Name grant current year
$ $ $

Executive Directors
I Chalmers
FY2016 LTI - Share Appreciation Rights 18/11/2015 2,250,000 0.09 202,500 30/06/2018 67,500
FY2016 LTI -Performance Rights 18/11/2015 562,500 0.25 140,625 30/06/2018 0
FY2018 LTI - Performance Rights - Tranche 1 4/12/2017 710,960 0.24 170,630 30/06/2020 56,877
FY2018 LTI - Performance Rights - Tranche2  4/12/2017 152,348 0.34 51,798 30/06/2020 8,633
N Earner
FY2016 LTI - Share Appreciation Rights 18/11/2015 2,475,000 0.09 222,750 30/06/2018 74,250
FY2016 LTI -Performance Rights 18/11/2015 618,750 0.25 154,688 30/06/2018 0
FY2018 LTI - Performance Rights - Tranche1  4/12/2017 5,965,251 0.24 1,431,660 30/06/2020 477,220
FY2018 LTI - Performance Rights - Tranche2  4/12/2017 1,278,268 0.34 434,611 30/06/2020 72,435
Other Key Management Personnel
M Ball
FY2016 LTI - Share Appreciation Rights 18/11/2015 1,950,000 0.09 175,500 30/06/2018 (117,000)
FY2016 LTI -Performance Rights 18/11/2015 487,500 0.25 121,875 30/06/2018 0
FY2018 LTI - Performance Rights - Tranche1 11/10/2017 953,872 0.25 238,468 30/06/2020 0
FY2018 LTI - Performance Rights - Tranche2 11/10/2017 204,401 0.345 70,518 30/06/2020 0
A MacDonald
FY2018 LTI - Performance Rights - Tranche 1 4/12/2017 1,036,817 0.25 259,204 30/06/2020 86,401
FY2018 LTI - Performance Rights - Tranche2  4/12/2017 222,175 0.345 76,650 30/06/2020 12,775

(a)

Committee and at grant. Refer to note 32 for details of the valuation techniques used for the rights plan.

(b)

statutory audit.

15

The value at grant date for share rights granted during the year as part of remuneration is calculated in accordance with AASB 2
Share Based Payments. Differences will arise between the number of share rights at fair value in the table above and the STl and
LTI percentages mentioned in section (d) due to different timing of valuation of rights as approved by the Remuneration

Share rights only vest if performance and service targets are achieved. The determination is usually made at the conclusion of the
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(continued)

Remuneration report (continued)

(j) Detadils of share based payments and performance against key metrics (continued)

The number and percentage of share rights that vested and the number and percentage of share rights that were forfeited relating to
a performance period which ended during the current financial year are set out below.

Number of % of share  Number of
. Number of % of share share . .
Name Vesting date rights granted  rights vested rights rights share rights
forfeited forfeited
vested

Executive Directors
I Chalmers
FY2016 LTI - Performance rights 30/06/2018 562,500 0% - 100% 562,500
FY2016 LTI - Share appreciation rights 30/06/2018 2,250,000 0% - 100% 2,250,000
N Earner
FY2016 LTI - Performance rights 30/06/2018 618,750 0% - 100% 618,750
FY2016 LTI - Share appreciation rights 30/06/2018 2,475,000 0% - 100% 2,475,000
Other Key Management Personnel
M Ball
FY2016 LTI - Performance rights 30/06/2018 487,500 0% - 100% 487,500
FY2016 LTI - Share appreciation rights 30/06/2018 1,950,000 0% - 100% 1,950,000

The determination of the number of rights that are to vest or be forfeited is made by the Remuneration Committee after the statutory
audit has been substantially completed. As such, the actual determination was made after the balance date however details have been
included in the current Remuneration Report as the relevant performance period concluded at the end of the current financial year.

Performance against key metrics

No short term incentives were issued to Executives during the year.

The vesting period for the FY2016 LTI ended at 30 June 2018. The LTI consisted of performance rights, being the reward vehicle for
targets that are milestone based, and share appreciation rights, being the reward vehicle for shareholder return based targets with the
number of shares to be issued upon vesting being impacted by the quantum of shareholder value created.

The table below provides details of the actual performance against the LTI performance metrics.

LTI reward vehicle Performance metrics Weighting | Vested Outcome
. Progress of evaluation and development of Performance threshold
Performance Rights . . 40% 0%
Dubbo Project towards production not met
Increase project net present value for Performance threshold
. . 10% 0%
Tomingley site not met
Share Appreciation Rights |Absolute total shareholder return (TSR) 50% 0% | TSR threshold not met

Vesting of the share appreciation rights was subject to the Company’s TSR, including share price growth, dividends and capital returns,
exceeding certain growth hurdles over the three year performance period as set out in the table below.

TSR compound annual growth rate (CAGR)

% Share appreciation rights vesting

Less than 15% CAGR

Nil

Above 15% CAGR up to 25% CAGR

Pro rata vesting from 50% - 100%

Above 25% CAGR

100%
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Remuneration report (continued)
(k) Shareholdings and share rights held by Key Management Personnel

Shareholding
The number of shares in the company held during the financial year by each director and other members of key management personnel
of the consolidated entity, including their personally related parties, is set out below:

Balance at Received Balance at
the start of as part of Disposals/ the end of
the year remuneration Additions other the year

Ordinary shares
I J Gandel 109,869,451 - 1,391,766 - 111,261,217
A D Lethlean 520,076 - - - 520,076
D | Chalmers 3,018,791 133,333 1,000,000 - 4,152,124
N Earner 210,375 146,666 - (210,375) 146,666
G Smith * - - 142,000 - 142,000
J'S F Dunlop 1,123,200 - - *%(1,123,200) -
A MacDonald 500,000 210,000 - - 710,000
M Ball 165,750 115,555 - *%(281,305) -
K E Brown 854,992 100,000 - **(954,992) -

116,262,635 705,554 2,533,766 (2,569,872) 116,932,083

* Nil shares held at date of appointment
**  Balance held at respective dates of resignation

Performance and share appreciation rights holding

The number of performance and share appreciation rights over ordinary shares in the company held during the financial year by each
director and other members of key management personnel of the consolidated entity, including their personally related parties, is set
out below:

Balance at Expired/ Balance at
the start of forfeited/ the end of
the year Granted Vested other the year
Performance and share appreciation rights over
ordinary shares
D | Chalmers - Performance rights 562,500 863,308 - (562,500) 863,308
D | Chalmers - Share appreciation rights 2,250,000 - - (2,250,000) -
N Earner - Performance rights 618,750 7,243,519 - (618,750) 7,243,519
N Earner - Share appreciation rights 2,475,000 - - (2,475,000) -
M Ball - Performance rights 487,500 1,158,273 - (1,645,773) -
M Ball - Share appreciation rights 1,950,000 - - (1,950,000) -
A MacDonald - Performance rights - 1,258,992 - - 1,258,992
8,343,750 10,524,092 - (9,502,023) 9,365,819

The determination of the number of rights that are to vest or be forfeited is made by the Remuneration Committee after the statutory
audit has been substantially completed. As such, the actual determination was made after the balance date however details have been
included in the current Remuneration Report as the relevant performance period is the current financial year.

(I)  Other transactions with Key Management Personnel

During the period, 100,000 ordinary shares were issued to Mineral Administration Services Pty Ltd, a company in which Ms K E Brown,
company secretary until 29 March 2018, has a substantial financial interest as well as 210,000 shares to Technical Marketing Ceramic
Services Pty Ltd which A MacDonald, the General Manager of Marketing and key management person has a substantial financial
interest.

This concludes the remuneration report, which has been audited.
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Indemnity and insurance of officers

Alkane Resources Ltd has entered into deeds of indemnity, access and insurance with each of the Directors. These deeds remain in
effect as at the date of this report. Under the deeds, the Company indemnifies each Director to the maximum extent permitted by law
against legal proceedings or claims made against or incurred by the Directors in connection with being a Director of the Company, or
breach by the Group of its obligations under the deed.

The liability insured is the indemnification of the Group against any legal liability to third parties arising out of any Directors or officers
duties in their capacity as a Director or Officer other than indemnification not permitted by law.

No liability has arisen under this indemnity as at the date of this report.

The Group has not otherwise, during or since the financial year, indemnified nor agreed to indemnify an officer of the Group or of any
related body corporate, against a liability incurred as such by an officer.

During the year the Company has paid premiums in respect of Directors' and Executive Officers' Insurance. The contracts contain
prohibitions on disclosure of the amount of the premiums and the nature of the liabilities under the policies.

Non-audit services
The Company may decide to employ the auditor on assignments additional to their statutory audit duties where the auditor's expertise
and experience with the Group is important.

The directors are satisfied that the provision of non-audit services during the financial year, by the auditor (or by another person or
firm on the auditor's behalf), is compatible with the general standard of independence for auditors imposed by the Corporations Act
2001.

The directors are of the opinion that the services as disclosed in note 26 to the financial statements do not compromise the external

auditor's independence requirements of the Corporations Act 2001 for the following reasons:

e all non-audit services have been reviewed and approved to ensure that they do not impact the integrity and objectivity of the
auditor; and

e none of the services undermine the general principles relating to auditor independence as set out in APES 110 Code of Ethics for
Professional Accountants.

Auditor's independence declaration
A copy of the auditor's independence declaration as required under section 307C of the Corporations Act 2001 is set out immediately
after this directors' report.

Rounding of amounts

The company is of a kind referred to in ASIC Legislative Instrument 2016/191, issued by the Australian Securities and Investments
Commission, relating to the 'rounding-off' of amounts in the directors' report and financial report. Amounts in this report have been
rounded off in accordance with that ASIC Legislative Instrument to the nearest thousand dollars, or in certain cases, to the nearest
dollar.

This report is made in accordance with a resolution of directors.

On behalf of the directors

D, =l S
N Earner
Managing Director

30 August 2018
Perth
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Auditor’s Independence Declaration

As lead auditor for the audit of Alkane Resources Limited for the year ended 30 June 2018, I declare
that to the best of my knowledge and belief, there have been:

(a) no contraventions of the auditor independence requirements of the Corporations Act 2001 in
relation to the audit; and

(b) no contraventions of any applicable code of professional conduct in relation to the audit.

This declaration is in respect of Alkane Resources Limited and the entities it controlled during the

period.

) a -

/
Craig Heatley Perth
Partner 30 August 2018

PricewaterhouseCoopers

' PricewaterhouseCoopers, ABN 52 780 433 757
Brookfield Place, 125 St Georges Terrace, PERTH WA 6000, GPO Box D198, PERTH WA 6840
T: +61 8 9238 3000, F: +61 8 9238 3999, www.pwc.com.au

Liability limited by a scheme approved under Professional Standards Legislation.
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These financial statements are consolidated financial statements for the Group consisting of Alkane Resources Ltd and its subsidiaries.
A list of major subsidiaries are included in note 36.

The financial statements are presented in the Australian currency.

Alkane Resources Ltd is a company limited by shares, incorporated and domiciled in Australia. Its registered office and principal place of
business is:

Alkane Resources Ltd
89 Burswood Road
Burswood WA 6100

The financial statements were authorised for issue by directors on 30 August 2018. The directors have the power to amend and reissue
the financial statements.

All press releases, financial reports and other information are available at our Shareholders’ Centre on our website: www. alkane.com.au.
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Alkane Resources Ltd
Consolidated statement of comprehensive income
For the year ended 30 June 2018

Continuing operations
Revenue

Cost of sales

Gross profit

Other net income
Expenses

Other expenses
Finance costs

Total expenses

Profit/(loss) before income tax (expense)/benefit

Income tax (expense)/benefit

Profit/(loss) after income tax (expense)/benefit for the year attributable to the owners of

Alkane Resources Ltd

Other comprehensive income for the year, net of tax

Total comprehensive income/(loss) for the year attributable to the owners of Alkane

Resources Ltd

Basic earnings per share
Diluted earnings per share

Note

21

33
33

30 June 2018 30 June 2017

$'000 $'000
129,974 117,792
(89,323) (99,338)
40,651 18,454
1,548 539
(10,280) (51,526)
(603) (1,035)
(10,883) (52,561)
31,316 (33,568)
(6,845) 4,631
24,471 (28,937)
24,471 (28,937)
Cents Cents
4.8 (5.8)
4.8 (5.8)

The above consolidated statement of comprehensive income should be read in conjunction with the accompanying notes
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Alkane Resources Ltd
Consolidated balance sheet
As at 30 June 2018

Assets

Current assets

Cash and cash equivalents
Trade and other receivables
Inventories

Biological assets

Total current assets

Non-current assets
Exploration and evaluation
Property, plant and equipment
Biological assets

Other financial assets

Total non-current assets

Total assets

Liabilities

Current liabilities

Trade and other payables
Income tax

Provisions

Total current liabilities

Non-current liabilities
Provisions

Total non-current liabilities
Total liabilities

Net assets

Equity

Issued capital

Reserves

Accumulated losses

Total equity

Note

©O© 00 N O

10
11
12
14

15
16
17

18

19
20
21

30 June 2018 30 June 2017
$'000 $'000
72,003 41,969
2,030 2,445
19,153 9,644
12 218
93,198 54,276
93,136 83,107
36,266 60,627
526 507
8,347 4,233
138,275 148,474
231,473 202,750
9,299 11,166
6,929 -
11,202 8,169
27,430 19,335
13,647 18,488
13,647 18,488
41,077 37,823
190,396 164,927
220,160 219,948
2,116 1,330
(31,880) (56,351)
190,396 164,927

The above consolidated balance sheet should be read in conjunction with the accompanying notes
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Alkane Resources Ltd
Consolidated statement of changes in equity
For the year ended 30 June 2018

Balance at 1 July 2016

Loss after income tax benefit for the year
Total comprehensive loss for the year
Share placement (Note 19)

Share issue transaction costs (Note 19)
Share based payments (Note 19)

Deferred tax recognised in equity (Note 19)

Balance at 30 June 2017

Balance at 1 July 2017

Profit after income tax expense for the year
Total comprehensive income for the year
Share issue transaction costs (Note 19)
Share based payments (Notes 19 and 20)

Deferred tax recognised in equity (Note 19)

Balance at 30 June 2018

Share-based
payments Accumulated

Share capital reserve losses Total equity
$'000 $'000 $'000 $'000

213,791 3,933 (27,414) 190,310
- - (28,937) (28,937)

- - (28,937) (28,937)

4,141 - - 4,141
(670) - - (670)
2,570 (2,603) - (33)
116 - - 116
219,948 1,330 (56,351) 164,927

Share-based
payments Accumulated
Share capital reserve losses Total equity
$'000 $'000 $'000 $'000

219,948 1,330 (56,351) 164,927

- - 24,471 24,471

_ - 24,471 24,471

(5) - - (5)

301 786 - 1,087

(84) - - (84)
220,160 2,116 (31,880) 190,396

The above consolidated statement of changes in equity should be read in conjunction with the accompanying notes
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Alkane Resources Ltd
Consolidated statement of cash flows
For the year ended 30 June 2018

Cash flows from operating activities
Receipts from customers
Payments to suppliers and employees (inclusive of GST)

Interest received

Finance costs paid
Royalties and selling costs
Other receipts

Net cash from operating activities

Cash flows from investing activities

Payments for property, plant and equipment

Proceeds from disposal of property, plant and equipment
Payments for exploration expenditure

Payments for security deposits

Refund of security deposits

Purchase of biological assets

Net cash used in investing activities

Cash flows from financing activities
Proceeds from issue of shares

Cost of share issue

Proceeds from borrowings
Repayment of borrowings

Net cash from financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the financial year

Cash and cash equivalents at the end of the financial year

The above consolidated statement of cash flows should be read in conjunction with the accompanying notes
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Note

37

19
19

30 June 2018 30 June 2017

$'000 $'000

128,801 117,338
(72,240) (60,250)
56,561 57,088
1,175 454
(110) (719)
(4,649) (2,723)
1,556 648
54,533 54,748
(9,224) (33,551)
- 53
(10,969) (10,154)
(4,114) (2,028)
- 4,991

(203) -
(24,510) (40,689)
- 4,141

(5) (670)

993 7,912
(977) (7,928)

11 3,455
30,034 17,514
41,969 24,455
72,003 41,969
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Alkane Resources Ltd
Notes to the consolidated financial statements
30 June 2018

Note 1. Segment information

The consolidated entity is organised into two operating segments: gold operations and the exploration and evaluation of rare metals.
These operating segments are based on the internal reports that are reviewed and used by the Board of Directors (who are identified
as the Chief Operating Decision Makers) in assessing performance and in determining the allocation of resources.

Costs that do not relate to either of the operating segments have been identified as unallocated costs. Corporate assets and liabilities
that do not relate to either of the operating segments have been identified as unallocated. The Group has formed a tax consolidation
group and therefore tax balances have been allocated to the unallocated grouping. The Group utilises a central treasury function and
therefore the cash balances have been allocated to the unallocated segment.

30 June 2018

Gold sales to external customers
Interest income

Segment net profit before income tax

Segment net profit includes the following non-cash adjustments:
Depreciation and amortisation

Deferred stripping costs capitalised

Exploration expenditure written off or provided for

Inventory product movement and provision

Restructuring provision

Total adjustments

Total segment assets
Total segment liabilities

Net segment assets

30 June 2017

Gold sales to external customers
Interest income

Segment net loss before income tax

Gold Rare
Operations Metals Unallocated Group
$'000 $'000 $'000 $'000
128,799 - - 128,799
- - 1,175 1,175
128,799 - 1,175 129,974
38,591 (108) (7,167) 31,316
(38,019) (4) (260) (38,283)
4,280 - - 4,280
- - (181) (181)
9,884 - - 9,884
(496) - - (496)
(24,351) (4) (441) (24,796)
37,180 109,902 84,391 231,473
(31,120) (1,268) (8,689) (41,077)
6,060 108,634 75,702 190,396
Gold Rare
Operations Metals Unallocated Group
$'000 $'000 $'000 $'000
117,338 - - 117,338
- - 454 454
117,338 - 454 117,792
(25,986) (478) (7,104) (33,568)
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Alkane Resources Ltd
Notes to the consolidated financial statements
30 June 2018

Note 1. Segment information (continued)

Gold Rare
Operations Metals Unallocated Group

$'000 $'000 $'000 $'000
Segment net loss includes the following non-cash adjustments:
Depreciation and amortisation (42,265) (3) (276) (42,544)
Deferred stripping costs capitalised 26,603 - - 26,603
Impairment charges (39,975) - - (39,975)
Exploration expenditure written off or provided for - (5) (160) (165)
Restructuring provision (2,965) - - (2,965)
Inventory product movement and provision (2,660) - - (2,660)
Income tax benefit - - 4,631 4,631
Total adjustments (61,262) (8) 4,195 (57,075)
Total segment assets 48,916 101,419 52,415 202,750
Total segment liabilities (34,297) (1,505) (2,021) (37,823)
Net assets 14,619 99,914 50,394 164,927
Note 2. Revenue

30 June 2018 30 June 2017
$'000 $'000
Revenue from continuing operations
Gold sales 128,799 117,338
Interest income 1,175 454
129,974 117,792

(a) Revenue

Revenue is measured at the fair value of the consideration received or receivable. The Group recognises revenue when the amount of
revenue can be reliably measured, it is probable that future economic benefits will flow to the entity and specific criteria have been
met where applicable.

(b) Gold sales

Revenue from gold sales is recognised when there has been a transfer of risk and rewards form the Group to an external party, no
further processing is required by the Group, quality and quantity has been determined with reasonable accuracy and collectability is
probable. Refer to note 38 for further details.

(c) Interest income
Interest is recognised as it is accrued using the effective interest method.
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Alkane Resources Ltd
Notes to the consolidated financial statements
30 June 2018

Note 3. Expenses

30 June 2018 30 June 2017

$'000 $'000

Cost of sales
Cash costs of production 61,288 77,584
Deferred stripping costs capitalised (4,280) (26,603)
Inventory product movement (9,884) 4,684
Inventory product net realisable value provision - (2,024)
Depreciation and amortisation 38,019 42,265
Royalties and selling costs 4,180 3,432

89,323 99,338

(a) Cash costs of production
Cash costs of production include ore and waste mining costs, processing costs and site administration and support costs. Cash costs of
production include $15,889,000 of employee remuneration benefits (2017: $20,139,000).

(b) Deferred stripping costs capitalised

Stripping costs capitalised represents costs incurred in the development and production phase of a mine and are capitalised as part of
the cost of constructing the mine and subsequently amortised over the useful life of the ore body that access is provided to on a units-
of-production basis.

(c) Inventory product movement

Inventory product movement represents the movement in the balance sheet inventory ore stockpile, gold in circuit and bullion on
hand.

Refer to note 8 for further details on the Group's accounting policy for inventory.

(d) Inventory product provision for net realisable value

Inventory must be carried at the lower of cost and net realisable value. Net realisable value is the estimated selling price in the ordinary
course of business less estimated costs to complete processing and to make a sale. The net realisable value provision equals the
decrement between the net realisable value and the carrying value before provision.

Refer to note 8 for further details on the Group's accounting policy for inventory.

30 June 2018 30 June 2017

Other expenses

Impairment charges - 39,975
Restructuring provision 496 2,965
Corporate administration 2,225 2,098
Employee remuneration and benefits expensed 1,829 2,366
Share based payments 1,087 142
Professional fees and consulting services 1,467 1,229
Exploration expenditure provided for or written off 188 165
Directors' fees and salaries expensed 726 588
Depreciation 264 279
Dubbo project expenses not capitalised 945 997
Non-core project expenses 1,053 722

10,280 51,526
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Alkane Resources Ltd
Notes to the consolidated financial statements
30 June 2018

Note 4. Other net income

Net foreign exchange gains
Loss on disposal of non-current assets
Other income

30 June 2018 30 June 2017

$'000 $'000
5 39
(2) (146)
1,545 646
1,548 539

The other income includes agistment and livestock sales of $612,000 (2017: $290,000) from farming activity, sale of water available
under certain owned water licences of $234,000 (2017: $169,000) as well as NSW government payroll tax rebate under the Job Actions

Plan of $112,000 (2017: $28,000).

Note 5. Income tax

(a) Income tax expense/(benefit)

Current tax expense
Deferred tax (benefit)/expense

(b) Reconciliation of income tax expense/(benefit) to prima facie tax payable

Profit/(loss) before income tax expense

Tax at the Australian tax rate of 30.0% (2017 - 30%)
Tax effect of amounts which are not deductible/(taxable) in calculating taxable income:

Tax benefits of deductible equity raising costs
Research and development tax incentive
Non-deductible share based payments
Other items

Subtotal

Movement in temporary differences
Adjustments of current tax of prior periods
Utilisation of previously unrecognised tax losses
Income tax expense/(benefit)
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30June 2018 30 June 2017

$'000 $'000
6,929 -
(84) (4,631)
6,845 (4,631)

30 June 2018 30 June 2017

$'000 $'000
31,316 (33,568)
9,395 (10,070)
(85) (85)
(146) (363)
326 32
16 3
9,506 (10,483)
(1,076) 7,565
- (24)
(1,585) (1,689)

6,845 (4,631)




Alkane Resources Ltd
Notes to the consolidated financial statements
30 June 2018

Note 5. Income tax (continued)

(c) Deferred tax assets

30 June 2018

30 June 2017

$'000 $'000
Tax balance comprises temporary differences attributable to:
Tax losses - 1,066
Research and development tax incentive - 3,870
Rehabilitation provisions and assets 4,619 4,114
Property, plant and equipment 27,331 21,587
Other 2,901 2,162
Total deferred assets 34,851 32,799
Set-off of deferred tax liabilities pursuant to set-off provisions (28,362) (25,234)
Net deferred tax assets 6,489 7,565
De-recognition of deferred tax assets (6,489) (7,565)
Net recognised deferred tax assets - -
Rehabilitation Property, R&D Tax
Provision and plant and incentive
Tax losses assets equipment credits Other Total
Movements $'000 $'000 $'000 $'000 $'000 $'000
At 1 July 2016 705 870 10,828 3,506 1,112 17,021
Charged/(credited)
- to profit or loss 361 3,244 10,759 364 934 15,662
- direct to equity - - - - 116 116
At 30 June 2017 1,066 4,114 21,587 3,870 2,162 32,799
De-recognition of deferred tax asset charged to profit or loss (7,565)
Net recognised deferred tax asset available for offset against deferred tax liabilities 25,234
Rehabilitation Property, R&D Tax
Provision and plant and incentive
Tax losses assets equipment credits Other Total
Movements $'000 $'000 $'000 $'000 $'000 $'000
At 1 July 2017 1,066 4,114 21,587 3,870 2,162 32,799
Charged/(credited)
- profit or loss (1,066) 505 5,745 (3,870) 822 2,136
- directly to equity - - - - (84) (84)
At 30 June 2018 - 4,619 27,332 - 2,900 34,851
De-recognition of deferred tax asset charged to profit or loss (6,489)
Net recognised deferred tax asset available for offset against deferred tax liabilities 28,362

30



Alkane Resources Ltd

Notes to the consolidated financial statements
30 June 2018

Note 5. Income tax (continued)

(d) Deferred tax liabilities

30 June 2018 30 June 2017

$'000 $'000
The balance comprises temporary differences attributable to:
Exploration expenditure (27,941) (24,932)
Other (421) (302)
Total deferred tax liabilities (28,362) (25,234)
Set-off of deferred tax assets 28,362 25,234
Net recognised deferred tax liabilities - -

Exploration
Expenditure Other Total
Movements $'000 $'000 $'000
At 1July 2016 21,766 2 21,768
- to profit or loss 3,166 300 3,466
At 30 June 2017 24,932 302 25,234
At 1 July 2017 24,932 302 25,234
- to profit or loss 3,009 119 3,128
At 30 June 2018 27,941 421 28,362
(e) Deferred tax recognised directly in equity
30 June 2018 30 June 2017

$'000 $'000
Relating to equity raising costs (84) (116)
(f) Unrecognised temporary differences and tax losses

30 June 2018 30 June 2017

$'000 $'000
Unrecognised tax losses 14,472 19,618
Potential tax benefit at 30% (2017: 30%) 4,342 5,885

The potential benefit of carried forward tax losses will only be obtained if taxable income is derived of a nature and amount sufficient
to enable the benefit from the deductions to be realised. In accordance with the Group’s policies for deferred taxes, a deferred tax
asset is recognised only if it is probable that sufficient future taxable income will be generated to offset against the asset.

Determination of future taxable profits requires estimates and assumptions as to future events and circumstances including commodity
prices, ore resources, exchange rates, future capital requirements, future operational performance, the timing of estimated cash flows,
the ability to successfully develop and commercially exploit resources.

Tax legislation prescribes the rate at which tax losses transferred from entities joining a tax consolidation group can be applied to
taxable incomes and this rate is diluted by changes in ownership, including capital raisings. As a result the reduction in the rate at which
the losses can be applied to future taxable incomes, the period of time over which it is forecast that these losses may be utilised has
extended beyond that which management considers prudent to support their continued recognition for accounting purposes.
Accordingly no deferred tax asset has been recognised for certain tax losses. Recognition for accounting purposes does not impact the
ability of the Group to utilise the losses to reduce future taxable profits.
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Alkane Resources Ltd

Notes to the consolidated financial statements

30 June 2018

Note 5. Income tax (continued)

(f) Unrecognised temporary differences and tax losses (continued)

Alkane Resources Ltd and its wholly-owned Australian controlled entities have implemented the tax consolidation legislation. As a
consequence, these entities are taxed as a single entity and the deferred tax assets and liabilities of these entities are set off in the

consolidated financial statements.

30 June 2018 30 June 2017

$'000 $'000
Unrecognised temporary differences 21,630 25,217
Potential tax benefit at 30% (2017: 30%) 6,489 7,565

Deferred tax assets relating to deductible temporary differences can only be recognised to the extent that it is probable that future
taxable profits will be available against which the deductible temporary difference can be utilised. The deferred tax asset relating to
impairment expense in the prior year has not been recognised at this time as it is not probable that sufficient future taxable profits will
be available against which to offset the deductible temporary differences. Recognition for accounting purposes does not impact the
ability of the Group to utilise the deductible temporary differences to reduce future taxable profits.

30 June 2018 30 June 2017
$'000 $'000

Provision for income tax 6,929 -

Note 6. Current assets - cash and cash equivalents

30 June 2018 30 June 2017

$'000 $'000
Cash at bank 72,003 38,969
Cash on deposit - 3,000
72,003 41,969

Cash at bank at balance date weighted average interest rate was 1.6% (2017: 2.0%).

Cash and cash equivalents include cash on hand and deposits held at call with financial institutions and 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.

Note 7. Current assets - trade and other receivables

30 June 2018 30 June 2017

$'000 $'000
Trade receivables 13 358
Prepayments 1,073 692
GST and fuel tax credit receivable 944 1,395

2,030 2,445
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Alkane Resources Ltd
Notes to the consolidated financial statements
30 June 2018

Note 7. Current assets - trade and other receivables (continued)

(i) Classification as receivables
Other receivables generally arise from transactions outside the usual operating activities of the Group. Collateral is not normally
obtained.

Receivables are recognised initially at fair value and then subsequently measured at amortised cost, less provision for impairment. If
collection of the amounts is expected in one year or less they are classified as current assets, if not, they are presented as non-current
assets.

Collectability of receivables is reviewed on an ongoing basis. Debts which are known to be uncollectable are written off. A provision for
impairment is established when there is objective evidence that the Group will not be able to collect all amounts due according to the
original terms of receivables. The amount of the provision is recognised in the statement of comprehensive income.

(ii) Fair value of receivables
Due to the short-term nature of the current receivables, their carrying amount is assumed to be the same as their fair value.

(iii) Impairment and risk exposure
Information about the impairment of receivables, their credit quality and the Group’s exposure to credit risk, foreign currency risk and
interest rate risk can be found in note 23.

Note 8. Current assets - inventories

30 June 2018 30 June 2017

$'000 $'000
Ore stockpiles 11,229 4,545
Gold in circuit 1,184 1,581
Bullion on hand 5,333 1,736
Consumable stores 1,407 1,782
19,153 9,644

(i) Assigning costs to inventories

The cost of individual items of inventory are determined using weighted average costs. Cost comprises direct materials, direct labour
and an appropriate proportion of variable and fixed overhead expenditure, the latter being allocated on the basis of normal operating
capacity. Costs are assigned to ore stockpiles, gold in circuit and bullion on hand on the basis of weighted average costs. Inventories
must be carried at the lower of cost and net realisable value. At balance date ore stockpiles, gold in circuit, bullion on hand and
consumable stores were carried at cost.

No provision was recorded at 30 June 2018 to write down inventories to their recoverable value (2017: $nil). The movement in the
provision was nil (2017: $2,024,000 credit).

Consumable stores include diesel, explosives and other consumables items.
(ii) Amounts recognised in profit or loss
Consumable inventories recognised as an expense during the year ended 30 June 2018 amounted to $16,819,000 (2017:

$19,528,000). These were included in costs of production.

Product inventory movement during the year ended 30 June 2018 amounted to a credit of $9,884,000 (2017: Expense $4,684,000) and
disclosed separately in Note 3.
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Alkane Resources Ltd
Notes to the consolidated financial statements
30 June 2018

Note 9. Current assets - biological assets

Biological assets comprise livestock which were acquired by Toongi Pastoral Company Pty Ltd as part of farming operations on the
surrounding land to the Dubbo Project mining lease.

30 June 2018 30 June 2017
$'000 $'000

Biological assets 12 218

Note 10. Non-current assets - exploration and evaluation

30 June 2018 30 June 2017

$'000 $'000
Opening balance 83,107 72,553
Expenditure during the year 10,210 10,719
Amounts provided for or written off (181) (165)
93,136 83,107

Exploration and evaluation costs are carried forward on an area of interest basis. Costs are recognised and carried forward where rights
to tenure of the area of interest are current and either:

e the expenditures are expected to be recouped through successful development and exploitation of the area of interest; or

° activities in the area of interest have not at the reporting date reached a stage which permits a reasonable assessment of the
existence or otherwise of economically recoverable reserves, and active and significant exploration and evaluation activities in,
or in relation to, the area of interest are continuing.

Exploration and evaluation assets are tested for impairment when reclassified to development tangible or intangible assets, or
whenever facts or circumstances indicate impairment. An impairment loss is recognised for the amount by which the exploration and
evaluation assets carrying amount exceeds their recoverable amount. The recoverable amount is the higher of the exploration and
evaluation assets fair value less costs of disposal and their value in use.

Once the technical feasibility and commercial viability of the extraction of mineral resources in an area of interest are demonstrable,
exploration and evaluation assets attributable to that area of interest are first tested for impairment and then reclassified to mine
properties under development. No amortisation is charged during the exploration and evaluation phase.

Recoverability of the carrying amount of the exploration and evaluation assets is dependent on successful development and commercial
exploitation, or alternatively, sale of the respective areas of interest.

There may exist, on the Group's exploration properties, areas subject to claim under native title or containing sacred sites or sites of

significance to Aboriginal people. As a result, exploration properties or areas within tenements may be subject to exploration or mining
restrictions.
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Note 11. Non-current assets - property, plant and equipment

Year ended 30 June 2018
Opening cost

Additions

Transfers between classes
Disposals

Net movement

Closing cost

Opening accumulated depreciation and
impairment

Depreciation charge
Disposals
Net movement

Closing accumulated depreciation and impairment

Closing net carrying value

Year ended 30 June 2017
Opening cost

Additions

Transfers between classes
Disposals

Net movement

Closing cost

Opening accumulated depreciation and
impairment

Depreciation charge
Disposals

Impairment charge (note 13)
Net movement

Closing accumulated depreciation and impairment

Closing net carrying value

Land and Plant and Capital Mine
buildings equipment wip properties Total
$'000 $'000 $'000 $'000 $'000
39,713 72,863 396 149,712 262,684
- - 3,207 10,717 13,924
30 854 (2,973) 2,089 -
- (127) - - (127)
30 727 234 12,806 13,797
39,743 73,590 630 162,518 276,481
(11,549) (65,532) - (124,976) (202,057)
(934) (6,244) - (31,105) (38,283)
- 125 - - 125
(934) (6,119) - (31,105) (38,158)
(12,483) (71,651) - (156,081) (240,215)
27,260 1,939 630 6,437 36,266
Land and Plant and Capital Mine
buildings equipment wip properties Total
$'000 $'000 $'000 $'000 $'000
39,616 72,204 708 110,282 222,810
- - 3,548 36,855 40,403
113 1,172 (3,860) 2,575 -
(16) (513) - - (529)
97 659 (312) 39,430 39,874
39,713 72,863 396 149,712 262,684
(7,661) (45,676) - (66,532) (119,869)
(1,570) (9,969) - (31,005) (42,544)
- 332 - - 332
(2,317) (10,219) - (27,439) (39,975)
(3,887) (19,856) - (58,444) (82,187)
(11,548) (65,532) - (124,976) (202,056)
28,164 7,331 396 24,736 60,627
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Note 11. Non-current assets - property, plant and equipment (continued)

All property, plant and equipment is stated at historical cost less accumulated depreciation and impairment charges. Historical cost

includes:

e  expenditure that is directly attributable to the acquisition of the items;

e direct costs associated with the commissioning of plant and equipment including pre-commissioning costs in testing the
processing plant;

e where the asset has been constructed by the Group, the cost of all materials used in construction, direct labour on the project
and project management costs associated with the asset; and

e the present value of the estimated costs of dismantling and removing the asset and restoring the site on which it is located.

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as appropriate, only when it is probable
that future economic benefits associated with the item will flow to the Group and the cost of the item can be measured reliably. The
carrying amount of any component accounted for as a separate asset is derecognised when replaced. All other repairs and maintenance
is charged to profit or loss during the reporting period in which they are incurred. Depreciation is calculated using the straight-line
method to allocate their cost over their estimated useful lives as follows:

Buildings units of production
Plant and equipment units of production
Mining properties units of production
Office equipment 3-5 years

Furniture and fittings 4 years

Motor vehicles 4-5 years

Software 2-3 years

The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at the end of each reporting period.

An asset's carrying amount is written down immediately to its recoverable amount if the asset's carrying amount is greater than its
estimated recoverable amount.

Gains and losses on disposals are determined by comparing proceeds with the carrying amount. These are included in the statement
of comprehensive income.

(i) Deferred stripping costs capitalised

Overburden and other mine waste materials removed during the initial development of an open pit mine in order to access the mineral
deposit is referred to as development stripping. Costs directly attributable to development stripping inclusive of an allocation of
relevant overhead expenditure, are capitalised as a non-current asset in mine properties. Capitalisation of development stripping costs
cease at the time that ore begins to be extracted from the mine. Development stripping costs are amortised over the useful life of the
ore body that access has been provided to on a units of production basis.

Production stripping commences at the time that ore begins to be extracted from the mine and normally continues throughout the life
of a mine. The costs of production stripping are charged to the income statement as operating costs, when the current ratio of waste
material to ore extracted for a component of the ore body is below the expected stripping ratio of that component. When the ratio of
waste to ore is not expected to be constant, production stripping costs are accounted for as follows:

e all costs are initially charged to profit or loss and classified as operating costs;

e when the current ratio of waste to ore is greater than the estimated ratio of a component of the ore body, a portion of the
stripping costs, inclusive of an allocation of relevant overhead expenditure, is capitalised to mine properties; and

e the capitalised stripping asset is amortised over the useful life of the ore body to which access has been improved.
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Note 11. Non-current assets - property, plant and equipment (continued)

The amount of production stripping costs capitalised or charged in a reporting period is determined so that the stripping expense for
the period reflects the estimated strip ratio of the ore component. Changes to the estimated waste to ore ratio of a component of the
ore body are accounted for prospectively from the date of change. Deferred stripping capitalised is included in mine properties.

(ii) Mine properties

Mine properties represent the accumulation of all exploration, evaluation and development expenditure incurred by the Group in
relation to areas of interest for which the technical feasibility and commercial viability of the extraction of mineral resources are
demonstrable.

When further development expenditure is incurred in respect of a mine property after the commencement of production, such
expenditure is carried forward as part of the mine property only when it is probable that the additional future economic benefits
associated with the expenditure will flow to the Group. Otherwise such expenditure is classified as part of the cost of production. Mine

properties are amortised on a units of production basis over the economically recoverable resources of the mine concerned.

Refer to note 13 for the Group's accounting policy in relation to impairment of non-current assets.

Note 12. Non-current assets - biological assets

Biological assets comprise livestock which were acquired by Toongi Pastoral Company Pty Ltd as part of farming operations on the
surrounding land to the Dubbo Project mining lease.

30 June 2018 30 June 2017
$'000 $'000

Biological assets 526 507

Note 13. Non-current assets - Impairment of non-current assets

30 June 2018 30 June 2017
$'000 $'000

Impairment of gold cash generating unit - 39,975

At each balance date, the Group reviews the carrying amounts of its non-current assets to determine whether there is any indication
that those assets have been subject to an impairment charge or reversal of impairment charge. If any such indication exists, the
recoverable amount of the asset is estimated in order to determine the extent, if any, of the impairment charge or reversal. Where it
is not possible to estimate the recoverable amount of an individual asset, the Group estimates the recoverable amount of the cash-
generating unit (CGU) to which the asset belongs.

If the recoverable amount of an asset or CGU is estimated to be less than its carrying amount, the carrying amount of the asset or CGU
is reduced to its recoverable amount. An impairment charge is recognised immediately in the statement of comprehensive income.

Where an impairment charge subsequently reverses, the carrying amount of the asset or CGU is increased to the revised estimate of
its recoverable amount, not to exceed the carrying amount that would have been determined had no impairment charge been
recognised for the asset or CGU in prior years. A reversal of an impairment charge is recognised immediately in the statement of
comprehensive income.

The recoverable amount of a CGU is the higher of its fair value less costs of disposing (FVLCD) and its value in use (VIU). FVLCD is the
best estimate of the amount obtainable from the sale of a CGU in an arm's length transaction between knowledgeable willing parties,
less the costs of disposal. This estimate is determined on the basis of best available market information taking into account specific
conditions.
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Note 13. Non-current assets - Impairment of non-current assets (continued)

The operational performance for the year was strong and above budget. The impairment charge recorded in the previous financial year
related to the revision of the geological resource model resulting in a reduction in the underground mineral inventory, reducing the
value of the proposed underground operations. Management are confident based on the strong geological understanding of the deposit
that there is significant value for underground operations and work is underway to support a final investment decision in the 2019
financial year. There are no triggers for an impairment reversal or further impairment charge at this time.

A further impairment was recorded in the previous year as a result of the removal of a scheduled cutback in the Caloma One pit which
is still excluded from the mining inventory.

The key assumptions used in the FY2017 FVLCD calculations include:

commercially recoverable mineral inventories;

production volumes and efficiencies which can include potential future expansions and improvements in efficiency;

the cash costs of production adjusted for the effects of taxation;

the forecast AUD/USD foreign exchange rate;

the forecast USD gold price;

cash flows include the effects of taxation; and

a post-tax discount rate reflecting the time value of money, the price for bearing the uncertainty inherent in the asset and other
relevant factors.

VIU is the present value of the estimated future cash flows expected to be derived from the cash generating unit or group of cash
generating units in its current condition. Cash flow projections are based on economic and regulatory assumptions and forecast trading
conditions prepared by management.

The key assumptions used in the FY2017 VIU calculations include:

commercially recoverable mineral inventories;

production volumes and efficiencies based on the assets current operating capacity and efficiency;

the cash costs of production;

the balance date AUD/USD foreign exchange rate;

cash flows are not adjusted for the effects of taxation;

the balance date USD gold price; and

a pre-tax discount rate was used, which equated to a post-tax rate of 8%, reflecting the time value of money, the price for bearing
the uncertainty inherent in the asset and other relevant factors.

The VIU valuation methodology provided the higher recoverable amount and therefore the gold cash generating unit was valued on
that basis. A total impairment expense of nil (2017: $39,975,000) has been recorded against the property, plant and equipment of the
gold cash generating unit.

The deferred tax asset relating to the impairment expense in the prior year has not been recorded as at this time it is not probable that

sufficient future taxable profits will be available to utilise all of the Group’s available deferred tax assets. The Group will reassess at
each reporting date whether the unrecognised deferred tax asset can subsequently be recognised. Refer to note 5 for details.
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Note 14. Non-current assets - other financial assets

30 June 2018 30 June 2017
$'000 $'000

Security deposits 8,347 4,233

The above deposits are held by financial institutions or regulatory bodies as security for rehabilitation obligations as required under the
respective exploration and mining leases or as required under agreement. The Group utilised a short term performance bond facility

during the year until expiration on 29 September 2017, at this time all bonding requirements were cash backed (2017: $2,000,000
backed by security deposits).

All interest bearing deposits are held in Australian dollars and therefore there is no exposure to foreign currency risk. Please refer to
note 23 for the Group's exposure to interest rate risk. The fair value of other financial assets is equal to its carrying value.

Note 15. Current liabilities - trade and other payables

30 June 2018 30 June 2017

$'000 $'000
Trade payables 3,953 5,629
Other payables 5,346 5,537
9,299 11,166

Trade and other payables represent liabilities for goods and services provided to the Group prior to the end of the financial period
which are unpaid. Current trade and other payables are unsecured and are usually paid within 30 days of recognition. Trade and other
payables are presented in current liabilities unless payment is not due within 12 months from the reporting date.

The carrying amounts of trade and other payables are considered to be the same as their fair values, due to their short-term nature.

Note 16. Current liabilities - income tax

30 June 2018 30 June 2017
$'000 $'000

Provision for income tax 6,929

Note 17. Current liabilities - provisions

30 June 2018 30 June 2017

$'000 $'000
Employee benefits 3,302 1,993
Rehabilitation 5,249 5,571
Restructuring 2,651 558
Other - 47

11,202 8,169
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Note 17. Current liabilities - provisions (continued)

(i) Provisions
Provisions are recognised when the Group has a present legal or constructive obligation, it is probable that an outflow of resources will
be required to settle the obligation, and the amount can be reliably estimated.

Provisions are measured at the present value of management's best estimate of the expenditure required to settle the present
obligation at the end of the reporting period. The discount rate used to determine the present value is a pre-tax rate that reflects
current market assessments of the time value of money and the risks specific to the liability. The increase in the provision due to the
passage of time is recognised in finance charges.

(ii) Information about individual provisions and significant estimates

Employee benefits
The provision for employee benefits relates to the Group's liability for long service leave and annual leave.

The current portion of this liability includes all of the accrued annual leave. The entire amount of the provision of $1,803,000 (2017:
$1,782,000) is presented as current, since the group does not have an unconditional right to defer settlement for any of these
obligations. However, based on past experience, the group does not expect all employees to take the full amount of accrued leave or
require payment within the next 12 months. The following amounts reflect leave that is not expected to be taken or paid within the
next 12 months.

30June 2018 30 June 2017
$'000 $'000

Current leave obligations expected be settled after 12 months 257 766

The liability for long service leave not expected to vest within 12 months after the end of the period in which the employees render the
related service is recognised in the non-current provision for employee benefits and measured at the present value of expected future
payments to be made in respect of services provided up to the end of the reporting period. Consideration is given to expected future
wage and salary levels, experience of employee departures and periods of service. Expected future payments are discounted using
market yields at the end of the reporting period on corporate bonds with terms and currencies that match as closely as possible, the
estimated future cash outflows. Where the Group does not have an unconditional right to defer settlement for any annual or long
service leave owed, it is classified as a current provision regardless of when the Group expects to realise the provision.

Restructuring provision
The provision for restructuring relates to the Group's liability for severance payments for the current open cut gold mining operations.

The current provision represents restructuring amounts that are expected to be settled within 12 months of the end of the period in
which the employees render the related service 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.

The liability for restructuring benefits not expected to vest within 12 months after the end of the period is recognised in the non-current

provision. Consideration is given to the expected employee turnover and other factors in determining the value of the restructuring
benefits. The non-current provision has not been discounted to present value as the impact of discounting is not material.
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Note 17. Current liabilities - provisions (continued)

Rehabilitation and mine closure
The Group has obligations to dismantle and remove certain items of property, plant and equipment and to restore and rehabilitate the
land on which they sit.

A provision is raised for the estimated cost of settling the rehabilitation and restoration obligations existing at balance date, discounted
to present value using an appropriate pre-tax discount rate.

Where the obligation is related to an item of property, plant and equipment, its cost includes the present value of the estimated costs
of dismantling and removing the asset and restoring the site on which it is located. Costs that relate to obligations arising from waste
created by the production process are recognised as production costs in the period in which they arise.

The discounted value reflects a combination of management's assessment of the nature and extent of the work required, the future
cost of performing the work required, the timing of cash flows and the discount rate. The increase in the provision due to the passage

of time of $460,000 (2017: $367,000) was recognised in finance charges in the statement of comprehensive income.

The provisions are reassessed at least annually. A change in any of the assumptions used to determine the provisions could have a
material impact on the carrying value of the provision.

(iii) Movements in provision
Movements in rehabilitation and mine closure provision during the financial year are set out below:

30 June 2018 30 June 2017

$'000 $'000

Rehabilitation and mine closure
Opening balance 21,035 15,333
Additional provision incurred 1,800 4,539
Expenditure during the year (7,517) (1,454)
Unwinding of discount 460 367
Change in estimate 2,757 2,250

18,535 21,035

Movements in restructuring provision during the financial year are set out below:

30 June 2018 30 June 2017

$'000 $'000
Restructuring provision
Opening balance 2,965 -
Additional provision incurred 142 2,965
Redundancies paid (413) -
2,694 2,965

Movements in employee benefits provision during the financial year are set out below:

30 June 2018 30 June 2017

$'000 $'000
Employee benefits provision
Opening balance 2,610 2,125
Additional provision incurred 2,438 1,828
Employee benefits paid (1,428) (1,343)

3,620 2,610

41



Alkane Resources Ltd
Notes to the consolidated financial statements
30 June 2018

Note 18. Non-current liabilities - provisions

Employee benefits
Rehabilitation
Restructuring

Refer note 17 for accounting policy on provisions.

Note 19. Equity - issued capital

Ordinary shares - fully paid

Movements in ordinary share capital
Details

Balance

Employee share scheme issue

Share placement

Less: Transaction costs arising on share issues
Deferred tax credit recognised directly into equity

Balance

Shares issued on vesting of performance rights*
Share issue**

Less: Transaction costs arising on share issues
Deferred tax credit recognised directly into equity

Balance

30 June 2018 30 June 2017
$'000 $'000
318 617
13,286 15,464
43 2,407
13,647 18,488
30June 2018 30June 2017 30June 2018 30June 2017
Shares Shares $'000 $'000
506,096,222 505,215,669 220,160 219,948
Date Shares $'000
1 July 2016 476,159,490 213,791
8,348,983 2,570
20,707,196 4,141
- (670)
- 116
30 June 2017 505,215,669 219,948
570,553 199
310,000 102
- (5)
- (84)
30 June 2018 506,096,222 220,160

in the 2015 financial year on achievement of performance hurdles.

* %

Alkane Group meeting its objectives during financial years ending 30 June 2016 and 2017.

Ordinary shares

During the year 570,553 shares were issued on vesting of employee performance rights in relation to long term incentives issued

During the year 310,000 shares were issued to certain key consultants in recognition of the participation and contribution to the

Ordinary shares entitle the holder to participate in dividends and the proceeds on the winding up of the company in proportion to the
number of and amounts paid on the shares held. The fully paid ordinary shares have no par value and the company does not have a

limited amount of authorised capital.

On a show of hands every member present at a meeting in person or by proxy shall have one vote and upon a poll each share shall have

one vote.
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Note 20. Equity - reserves

The share-based payments reserve is used to recognise:

e the grant date fair value of shares issued to employees
e the grant date fair value of deferred rights granted to employees but not yet vested

30 June 2018 30 June 2017
$'000 $'000

Share-based payments reserve 2,116 1,330

Note 21. Equity - accumulated losses

30 June 2018 30 June 2017

$'000 $'000
Accumulated losses at the beginning of the financial year (56,351) (27,414)
Profit/(loss) after income tax (expense)/benefit for the year 24,471 (28,937)
Accumulated losses at the end of the financial year (31,880) (56,351)

Note 22. Critical accounting judgements, estimates and assumptions

The preparation of financial statements requires the use of accounting estimates which, by definition, will seldom equal the actual
results. Management also needs to exercise judgement in applying the Group’s accounting policies.

Carrying value of non-current assets

Non-current assets include capitalised exploration and evaluation expenditures and mine properties. The Group has capitalised
significant exploration and evaluation expenditure on the basis either that such expenditure is expected to be recouped through future
successful development (or alternatively sale) of the areas of interest concerned or on the basis that it is not yet possible to assess
whether it will be recouped and activities are planned to enable that determination.

The future recoverability of capitalised exploration and evaluation expenditure is dependent on a number of factors, including whether
the Group decides to exploit the related lease itself, or, if not, whether it successfully recovers the related exploration asset through
sale. The future recoverability of mine properties is dependent on the generation of sufficient future cash flows from operations (or
alternately sale). Factors that could impact the future recoverability of exploration and evaluation and mine properties include the level
of reserves and resources, future technological changes, costs of drilling and production, production rates, future legal changes
(including changes to environmental restoration obligations) and changes to commodity prices and exchange rates.

Estimates of recoverable quantities of resources and reserves also include assumptions requiring significant judgment as detailed in
the resource and reserve statements.

The Group undertakes an impairment review to determine whether any indicators of impairment are present and has not
recorded an impairment charge or reversal against the gold cash generating unit in the financial year. Refer to note 13 for details.

Depreciation of property, plant and equipment

Non-current assets include property, plant and equipment. The Group reviews the useful lives of depreciable asset at each reporting
date or when there is a change in the pattern in which the asset's future economic benefits are expected to be consumed, based on
the expected utilisation of the assets. Depreciation and amortisation are calculated using the units of production method based on
ounces of gold produced.
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Note 22. Critical accounting judgements, estimates and assumptions (continued)

Rehabilitation and mine closure provisions

These provisions represent the discounted value of the present obligation to restore, dismantle and rehabilitate certain items of
property, plant and equipment and to rehabilitate exploration and mining leases. The discounted value reflects a combination of
management's assessment of the nature and extent of the work required, the future cost of performing the work required, the timing
of cash flows and the discount rate. Changes to one or more of these assumptions is likely to result in a change to the carrying value of
the provision and the related asset or a change to profit and loss in accordance with the Group's accounting policy stated in note 17.

In addition, the Group has recognised deferred tax assets relating to carried forward tax losses to the extent there are sufficient taxable
temporary differences (deferred tax liabilities) relating to the same taxation authority against which the unused tax losses can be
utilised. Utilisation of the tax losses also depends on the ability of the entity to satisfy certain tests at the time the losses are recouped.
Refer to note 5 for the current recognition of tax losses.

The deferred tax asset relating to impairment expense has not been recorded at this time as it is not probable that sufficient future
taxable profits will be available to utilise the Group's available deferred tax assets. Refer to note 5 for details.

Share-based payments

The Group measures the cost of equity settled transactions with employees by reference to the fair value of the equity instruments at
the date at which they are granted. The fair value for share appreciation rights is determined with the assistance of an external valuer.
The number of performance rights issued under the long term incentive plan are adjusted to reflect management’s assessment of the
probability of meeting the targets and service condition. The related assumptions are set out in note 32. The accounting estimates and
assumptions relating to equity settled share based payments would have no impact on the carrying amounts of assets and liabilities
within the next annual reporting period but may impact expenses and equity.

Provision for restructuring costs

Restructuring costs are payable when employment is terminated before the normal retirement date, or whenever an employee accepts
voluntary redundancy in exchange for these benefits. The Group recognises restructuring costs when it is demonstrably committed to
either: terminating the employment of current employees according to a detailed formal plan without possibility of withdrawal; or
providing termination benefits as a result of an offer made to encourage voluntary redundancy. Significant judgement is required in
determining the probability of retention of employees. Refer note 17.

Income tax

The consolidated entity is subject to income taxes in the jurisdictions in which it operates. Significant judgement is required in
determining the provision for income tax. There are many transactions and calculations undertaken during the ordinary course of
business for which the ultimate tax determination is uncertain. The consolidated entity recognises liabilities for anticipated tax audit
issues based on the consolidated entity's current understanding of the tax law. Where the final tax outcome of these matters is different
from the carrying amounts, such differences will impact the current and deferred tax provisions in the period in which such
determination is made.

In addition, the Group has recognised deferred tax assets relating to carried forward tax losses to the extent there are sufficient taxable
temporary differences (deferred tax liabilities) relating to the same taxation authority against which the unused tax losses can be
utilised. Utilisation of the tax losses also depends on the ability of the entity to satisfy certain tests at the time the losses are recouped.
Refer to note 5 for the current recognition of tax losses.

The deferred tax asset relating to impairment expense has not been recorded at this time as it is not probable that sufficient future
taxable profits will be available to utilise the Group's available deferred tax assets. Refer to note 5 for details.
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Note 22. Critical accounting judgements, estimates and assumptions (continued)

Exploration and evaluation costs

Exploration and evaluation costs have been capitalised on the basis that the consolidated entity will commence commercial production
in the future, from which time the costs will be amortised in proportion to the depletion of the mineral resources. Key judgements are
applied in considering costs to be capitalised which includes determining expenditures directly related to these activities and allocating
overheads between those that are expensed and capitalised. In addition, costs are only capitalised that are expected to be recovered
either through successful development or sale of the relevant mining interest. Factors that could impact the future commercial
production at the mine include the level of reserves and resources, future technology changes, which could impact the cost of mining,
future legal changes and changes in commodity prices.

Where economic recoverable reserves for an area of interest have been identified, and a decision to develop has occurred, capitalised
expenditure is classified as mine development.

To the extent that capitalised costs are determined not to be recoverable in the future, they will be written off in the period in which
the determination is made.

Note 23. Financial risk management

Financial risk management objectives

The Group’s activities expose it to a variety of financial risks: market risk (including foreign currency risk, price risk and interest rate
risk), credit risk and liquidity risk. The consolidated entity's overall risk management program focuses on the unpredictability of financial
markets and seeks to minimise potential adverse effects on the financial performance of the consolidated entity. The Group uses
derivative financial instruments such as gold forward contracts to mitigate certain risk exposures.

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

The Board of Directors' has overall responsibility for the establishment and oversight of the risk management framework. Management
monitors and manages the financial risks relating to the operations of the Group through regular reviews of the risks and mitigating
strategies.

(a) Market risk

(i) Foreign currency risk

The Group's sales revenue for gold are largely denominated in US dollars and the majority of operating costs are denominated in
Australian dollars, hence the Group's cash flow is significantly exposed to movement in the A$:US$ exchange rate. The Group mitigates
this risk through the use of derivative instruments, including but not limited to Australian dollar denominated gold forward contracts.

These Australian dollar denominated gold forward contracts are entered into and continue to be held for the purpose of physical
delivery of gold bullion. As a result, the contracts are not recorded in the financial statements. Refer to notes 27 and 29 for further
information.

(ii) Commoadity price risk

The Group's sales revenues are generated from the sale of gold. Accordingly, the Group's revenues are exposed to commodity price
fluctuations, primarily gold. The Group mitigates this risk through the use of derivative instruments, including but not limited to
Australian dollar denominated gold forward contracts.

(i) Interest rate risk

The Group's main interest rate risk arises through its cash and cash equivalents and other financial assets held within financial
institutions. The Group minimises this risk by utilising fixed rate instruments where appropriate.
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Note 23. Financial risk management (continued)

Summarised market risk sensitivity analysis

Interest rate risk
Impact on profit/(loss) after tax

30 June 2018 30 June 2017
Carrying Carrying
amount +100BP -100BP amount +100BP -100BP
$000 $000 $000 $000 $000 $000

Financial assets
Cash and cash equivalents 72,003 504 (504) 41,969 294 (294)
Receivables* 13 358
Other financial assets 8,347 58 (58) 4,233 30 (30)
Financial liabilities
Trade and other payables 9,299 (8,745)
Total increase / (decrease) 562 (562) 324 (324)

* The receivables balance excludes prepayments and tax balances which do not meet the definition of financial assets and liabilities.

There is no exposure to foreign exchange risk or commodity price risk for the above financial assets and liabilities.

(b) Credit risk
Credit risk arises from cash and cash equivalents, deposits with banks and financial institutions, as well as credit exposure to customers,
including outstanding receivables and committed transactions.

(i) Risk management

The Group limits its exposure to credit risk in relation to cash and cash equivalents and other financial assets by only utilising banks and
financial institutions with acceptable credit ratings.

(ii) Credit quality

Tax receivables and prepayments do not meet the definition of financial assets. None of the Group's receivables were past due or
impaired at balance date.

(c) Liquidity risk

Liquidity risk is the risk that the Group will not be able to meet its financial liabilities as they fall due. The Group's approach to managing
liquidity risk is to ensure, as far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both normal
and stressed conditions, without incurring unacceptable losses or risking damage to the Group's reputation. The Board of Directors'
monitors liquidity levels on an ongoing basis.

The Group's financial liabilities generally mature within 3 months, therefore the carrying amount equals the cash flow required to settle
the liability.

Note 24. Capital risk management

The Group's objectives when managing capital are to safeguard the ability to continue as a going concern, so that it can continue to
provide returns for shareholders and benefits for other stakeholders and to maintain an optimal capital structure to reduce the cost of

capital. In order to maintain or adjust the capital structure, the Group may return capital to shareholders, pay dividends to shareholders,
issue new shares or sell assets.
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Note 25. Key management personnel disclosures

The aggregate compensation made to directors and other members of key management personnel of the consolidated entity is set out
below:

30 June 2018 30 June 2017

$'000 $'000
Short-term employee benefits 1,947,075 1,784,397
Post-employment benefits 117,798 141,340
Long-term benefits 211,539 42,600
Termination benefits 125,000 -
Share-based payments 739,091 347,520

3,140,503 2,315,857

Ms K E Brown is associated with Mineral Administration Services Pty Ltd, a Company which provided corporate administration and
company secretarial services to the Group until 29 March 2018. This fee is disclosed as short term employee benefits in the
remuneration report.

Mr D Wilkins is associated with DWCorporate Pty Ltd, a Company which provided company secretarial services to the Group from 29
March 2018. This fee is disclosed as short term employee benefits in the remuneration report.

100,000 ordinary shares were issued to Mineral Administration Services Pty Ltd which Ms K E Brown, the Company Secretary and key
management person until 29 March 2018 had a substantial financial interest, as well as 210,000 shares to Technical Marketing Ceramic
Services Pty Ltd which A MacDonald, the General Manager of Marketing and key management person has a substantial financial
interest.

Note 26. Remuneration of auditors

During the financial year the following fees were paid or payable for services provided by Pricewaterhouse Coopers, the auditor of the
company:

30 June 2018 30 June 2017

$'000 $'000
Audit services - PricewaterhouseCoopers
Audit or review of the financial statements 195 182
Other services - PricewaterhouseCoopers
Other advisory services 222 167
417 349

As part of final audit and review of the financial statements for the year ended 30 June 2017, a one off additional fee of $33,920 was
approved by the Audit Committee and paid in the current financial year.

Note 27. Contingent assets

The Group has entered into forward gold sales contracts which are not accounted for on the balance sheet. A contingent asset of
$233,000 (2017: $1,601,000) existed at the balance date in the event that the contracts are not settled by the physical delivery of gold.
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Note 28. Contingent liabilities

The Group has contingent liabilities estimated up to the value of $5,650,000 for the potential acquisition of several parcels of land
surrounding the Dubbo Project (30 June 2017: $5,100,000). The landholders have the right to require subsidiary Australian Strategic
Materials Ltd to acquire their property as provided for in the development consent conditions for the Dubbo Project or under
agreement with Australian Strategic Materials Ltd.

Note 29. Commitments

(a) Exploration and mining lease commitments

In order to maintain current rights of tenure to exploration and mining tenements, the Group will be required to outlay the amounts
disclosed in the below table. These amounts are discretionary, however if the expenditure commitments are not met then the

associated exploration and mining leases may be relinquished.

30 June 2018 30 June 2017
$'000 $'000

Within one year 1,677 1,175

(b) Non-cancellable operating leases
The Group leases various premises under operating leases. The leases have varying terms, escalation clauses and renewal rights. On
renewal, the terms of the leases are renegotiated.

30 June 2018 30 June 2017

$'000 $'000
Within one year 413 381
One to five years - 321
413 702

(c) Physical gold delivery commitments

As part of its risk management policy, the Group enters into gold forward contracts to manage the gold price of a proportion of
anticipated sales of gold. In the previous year, as part of the financing arrangement with Macquarie Bank Ltd, the Group entered into
two gold options contracts totalling 12,000 ounces which have lapsed.

The gold forward sales contracts and option contracts disclosed below did not meet the criteria of financial instruments for accounting
purposes on the basis that they met the normal purchase/sale exemption because physical gold would be delivered into the contract.
Accordingly, the contracts were accounted for as sale contracts with revenue recognised in the period in which the gold commitment
was met. The balances in the table below relate to the value of the contracts to be delivered into by transfer of physical gold.

Gold for Contracted Value of
physical gold sale committed
delivery price sales

30 June 2018 Ounces per ounce ($) $'000

Fixed forward contracts

Within one year 4,000 1,750 6,999

30 June 2017

Fixed forward contracts

Within one year 17,500 1,716 30,030

Gold call options
Within one year 12,000 1,771 21,252
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Note 29. Commitments (continued)

(d) Capital commitments
Capital commitments committed for the year at the end of the reporting period but not recognised as liabilities amounted to $281,000
(2017: $858,000).

Note 30. Events after the reporting period

No matter or circumstance has arisen since 30 June 2018 that has significantly affected, or may significantly affect the consolidated
entity's operations, the results of those operations, or the consolidated entity's state of affairs in future financial years.

Note 31. Related party transactions

Parent entity
Alkane Resources Ltd is the parent entity of the Group.

Subsidiaries
Interests in subsidiaries are set out in note 36.

Key management personnel
Disclosures relating to key management personnel are set out in note 25 and the remuneration report included in the directors' report.

Transactions with other related parties

Nuclear IT, a director related entity, provides information technology consulting services to the Group which includes the coordination
of the purchase of information technology hardware and software totalling $28,200 for the current period (2017: $94,000). These terms
are documented in a service level agreement and represent normal commercial terms.

During the period fees amounting to $152,500 (2017: $210,000) were paid to Mineral Administration Services (MAS) in which the
former company secretary of the Group, Ms K E Brown has a substantial financial interest. MAS provides administration and secretarial
services to the Group.

During the period fees amounting to $43,000 (2017: nil) were paid to DWCorporate Pty Ltd in which the current company secretary of
the Group, Mr D Wilkins has a substantial financial interest. DWCorporate Pty Ltd provides secretarial services to the Group.

100,000 ordinary shares were issued to MAS during the period as well as 210,000 shares to Technical Marketing Ceramic Services Pty
Ltd which A MacDonald, the General Manager of Marketing and key management person has a substantial financial interest.

Related party payables
There are no invoices outstanding at the end of the reporting period in relation to transactions with related parties (2017: nil).

Note 32. Share-based payments

Share-based compensation benefits are provided to employees via the Group's incentive plans. The incentive plans consist of short
term and long term incentive plans for Executive Directors and other Executives and the employee share scheme for all other
employees. Information relating to these plans is set out in the remuneration report and below.

The fair value of rights granted under the short term and long term incentive plans is recognised as an employee benefits expense with
a corresponding increase in equity. The total amount to be expensed is determined by reference to the fair value of the rights granted,
which includes any market performance conditions and the impact of any non-vesting conditions but excludes the impact of any service
and non-market performance vesting conditions.
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Note 32. Share-based payments (continued)

Non-market vesting conditions and the impact of service conditions are included in assumptions about the number of rights that are
expected to vest. The total expense is recognised over the vesting period, which is the period over which all of the specified vesting
conditions are to be satisfied. At the end of each period, the entity revises its estimates of the number of rights that are expected to
vest based on the non-market vesting and service conditions. It recognises the impact of the revision to original estimates, if any, in the
statement of comprehensive income, with a corresponding adjustment to equity.

The initial estimate of fair value for market based and non-vesting conditions is not subsequently adjusted for differences between the
number of rights granted and number of rights that vest.

When the rights are exercised, the appropriate amount of shares are transferred to the employee. The proceeds received net of any
directly attributable transaction costs are credited directly to equity.

Under the employee share scheme, shares issued by the Group to employees for no cash consideration vest immediately on grant date.
On this date, the market value of the shares issued is recognised as an employee benefits expense with a corresponding increase in
equity.

The fair value of deferred shares granted to employees for nil consideration under the employee share scheme is recognised as an
expense over the relevant service period, being the year to which the incentive relates and the vesting period of the shares. The fair
value is measured at the grant date of the shares and is recognised in equity in the share-based payment reserve. The number of shares
expected to vest is estimated based on the non-market vesting conditions. The estimates are revised at the end of each reporting period
and adjustments are recognised in profit or loss and the share-based payment reserve.

Executive Directors and other Executives
The Company’s remuneration framework is set out in the remuneration report, including all details of the performance rights and share
appreciation rights plans, the associated performance hurdles and vesting criteria.

Participation in the plans is at the discretion of the Board of Directors and no individual has a contractual right to participate in the
plans or to receive any guaranteed benefits. Participation is currently restricted to senior Executives within the Group.

The determination of the number of rights that are to vest or be forfeited is made by the Remuneration Committee after the statutory
audit has been substantially completed. As such, the actual determination was made after the balance date however details have been

included in the tables below as the relevant performance period is the current financial year.

The following tables illustrate the number and weighted average fair value of, and movements in, share rights during the year.

2018 2017
Weighted Weighted
Number of average Number of average
share fair value Share fair value
Performance Rights rights S rights S
Outstanding at the beginning of the year 2,886,795 $0.23 7,204,278 $0.23
Issued during the year 11,395,156 $S0.26 - $0.00
Vested during the year - $0.00 (570,553) $0.23
Lapsed during the year (4,025,068) $S0.24 (3,766,930) $0.23
Outstanding at the end of the year 10,256,883 $0.26 2,866,795 $0.23

The number of Performance Rights to be granted is determined by the Remuneration Committee with reference to the fair value of
each Performance Right which is generally the volume weighted average price for the month preceding the start of the performance
period. This will differ from the fair value reported in the table above which is determined at the time of grant.
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Note 32. Share-based payments (continued)

2018 2017
Weighted Weighted
Number of average Number of average
Share fair value share fair value
Share Appreciation Rights rights S rights S
Outstanding at the beginning of the year 11,467,187 $0.08 23,737,499 $0.08
Lapsed during the year (11,467,187) $0.08 (12,270,312) $0.08
Outstanding at the end of the year - $0.00 11,467,187 $0.08

The number of Share Appreciation Rights to be granted is determined by the Remuneration Committee with reference to the fair value
of each Share Appreciation Right at the time performance targets are set. This will differ from the fair value reported in the table above
which is determined at the time of grant.

The Performance Rights, which have non-market based hurdle conditions, have been valued using the Black-Scholes-Merton model to
estimate the fair value at valuation date.

The Performance Rights which have market based hurdle conditions, have been valued using a Monte Carlo simulation based model to

test the likelihood of attaining the Total Shareholder Return hurdle. The Monte Carlo model incorporates the impact of this market
based condition on the fair value of the rights.

The following table lists the inputs to the models used.

Weighted
average share
Expected stock price at grant
Grant date Performance hurdle Dividend yield volatility Risk free rate  Expected life date
% % % years S
11/10/2017 Service condition and
market condition - 70% 2.08% 2.90 0.25
04/12/2017 Service condition and
market condition - 70% 1.84% 2.75 0.24

Expenses arising from share-based payment transactions.

30 June 2018 30 June 2017

$ $
Performance rights 984,410 (119,322)
Employee share scheme - (180,913)
Share appreciation rights - 442,235
Other share issues to KMP 102,300 -

1,086,710 142,000
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Note 33. Earnings per share
30 June 2018 30 June 2017

$'000 $'000
Profit/(loss) after income tax attributable to the owners of Alkane Resources Ltd 24,471 (28,937)

Cents Cents
Basic earnings per share 4.8 (5.8)
Diluted earnings per share 4.8 (5.8)

Number Number
Weighted average number of ordinary shares used in calculating basic earnings per share 505,916,516 502,874,620
Adjustments for calculation of diluted earnings per share:
Performance rights 6,949,594 -

Weighted average number of ordinary shares used in calculating diluted earnings per share 512,866,110 502,874,620

Note 34. Assets pledged as security
As at the date of this report $8,347,000 (2017: $4,233,000) in deposits have been provided as security. Refer note 14 for details.

On 29 September 2017, the working capital facility with Macquarie Bank Ltd was settled and the following securities were discharged:

° a combination security agreement providing security over all of the assets at Tomingley Holdings Pty Ltd and Tomingley Gold
Operations Pty Ltd;

e afirst ranking registered mining mortgage over the Tomingley Mining Lease in accordance with the Mining Act 1992 (NSW);

° land mortgages and a water rights mortgage over the holdings of Tomingley Gold Operations Pty Ltd; and

®  aguarantee provided by Alkane Resources Ltd and Tomingley Holdings Pty Ltd.

The table below represents the carrying value of assets pledged as security:
30 June 2018 30 June 2017

$'000 $'000

Current

Cash and cash equivalents - 7,080
Receivables - 1,987
Inventories - 9,630
Total current assets pledged as security - 18,697
Non-current

Plant and equipment - 33,608

Total assets pledged as security - 52,305
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Note 35. Parent entity information

Set out below is the supplementary information about the parent entity.

Statement of comprehensive income

Parent
30 June 2018 30 June 2017
$'000 $'000

Profit/(loss)after income tax 8,346 (32,685)
Total comprehensive income/(loss) 8,346 (32,685)
Balance sheet
Total current assets 13,844 3,517
Total assets 184,326 165,856
Total current liabilities 8,554 1,514
Total liabilities 10,985 1,859
Equity

Issued capital 220,160 219,948

Share-based payments reserve 2,116 1,330

Accumulated losses (48,935) (57,281)
Total equity 173,341 163,997

The parent entity provided a guarantee in respect of the working capital facilities entered into by subsidiary Tomingley Gold Operations
Pty Ltd which was discharged on 29 September 2017. Refer to note 34 for details.

Determining the parent entity financial information
The financial information for the parent entity has been prepared on the same basis as the consolidated financial statements, except
as set out below.

(i) Tax consolidation legislation
Alkane Resources Ltd and its wholly-owned Australian controlled entities have implemented the tax consolidation legislation. Refer to
note 38 for further details.

(ii) Share-based payments rights

The grant by the company of rights to equity instruments to the employees of subsidiary undertakings in the Group is treated as a
capital contribution to that subsidiary undertaking. The fair value of employee services received, measured by reference to the grant
date fair value, is recognised over the vesting period as an increase to investment in subsidiary undertakings, with a corresponding
credit to equity.

(iii) Investment in subsidiaries
Investments in subsidiaries are accounted for at cost, less any impairment, in the parent entity.

Capital commitments - Property, plant and equipment
The parent entity had no capital commitments for property, plant and equipment as at 30 June 2018.
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Note 36. Interests in subsidiaries

The Group's subsidiaries at 30 June 2018 are set out below. Unless otherwise stated, they have share capital consisting solely of ordinary
shares that are held directly by the Group, and the proportion of ownership interests held equals the voting rights held by the Group.
The state of incorporation or registration is also their principal place of business.

Name

Australian Zirconia Holdings Pty Ltd
Australian Strategic Materials Ltd
Tomingley Holdings Pty Ltd
Tomingley Gold Operations Pty Ltd
Toongi Pastoral Company Pty Ltd

Note 37. Reconciliation of profit/(loss) after income tax to net cash from operating activities

Profit/(loss) after income tax (expense)/benefit for the year

Adjustments for:

Depreciation and amortisation

Impairment of non-current assets

Net loss on disposal of property, plant and equipment
Share-based payments

Non-cash finance charges

Exploration costs provided for or written off

Change in operating assets and liabilities:
Decrease/(increase) in trade and other receivables
(Increase)/decrease in inventories
Increase in provision for income tax
(Decrease)/increase in trade and other payables
(Decrease) in deferred tax liabilities
Increase in other provisions
Decrease in fair value of biological assets

Net cash from operating activities

Note 38. Significant accounting policies

Principal place of business /
State of incorporation

Western Australia
Western Australia
New South Wales
New South Wales
New South Wales

Ownership interest
30 June 2018 30 June 2017

% %
100.00% 100.00%
100.00% 100.00%
100.00% 100.00%
100.00% 100.00%
100.00% 100.00%

30 June 2018 30 June 2017

$'000 $'000
24,471 (28,937)
38,283 42,544
- 39,975
2 146
1,087 (32)
460 367
188 165
194 (577)
(9,322) 2,004
6,845 -
(8,725) 226
- (4,631)
847 3,498
203 -
54,533 54,748

The principal accounting policies adopted in the preparation of the financial statements are set out either in the respective notes or
below. These policies have been consistently applied to all the years presented, unless otherwise stated.

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.

Any new or amended Accounting Standards or Interpretations that are not yet mandatory have not been early adopted.

The adoption of these Accounting Standards and Interpretations did not have any impact on the amounts recognised in prior periods

and will also not affect the current or future periods.
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Note 38. Significant accounting policies (continued)

New standards and interpretations not yet adopted
The following Accounting Standards and Interpretations are most relevant to the consolidated entity:

AASB 9 Financial Instruments
AASB 9 Financial Instruments address the classification, measurement and derecognition of financial assets and financial liabilities,
introduces new rules for hedge accounting and new impairment model for financial assets.

The Group has reviewed its financial assets and liabilities and is not expecting any material impact from the adoption of the new
standard on 1 July 2018.

The Group has entered into gold forward contracts to manage the gold price of a proportion of anticipated sales of gold, which do not
meet the criteria of financial instruments for accounting purposes on the basis that they met the normal purchase/sale exemption
because physical gold would be delivered into the contract.

Accordingly, the Group does not expect the new guidance to affect the classification and measurement of these gold forward contracts.

The new impairment model requires the recognition of impairment provisions based on expected credit losses (ECL) rather than only
incurred credit losses as is the case under AASB139. It applies to financial assets classified at amortised cost, debt instruments measured
at FVOCI, contract assets under AASB 15 Revenue from Contracts with Customers, lease receivables, loan commitments and certain
financial guarantee contracts. Based on the assessments undertaken to date, the group does not expect any material change to loss
allowance for trade debtors.

The Group will apply the new rules retrospectively from 1 July 2018. Comparatives for 2017 will not be restated.

AASB 15 Revenue from Contracts with Customers

The AASB has issued a new standard for the recognition of revenue. This will replace AASB 118 which covers contracts for goods and
services and AASB 111 which covers construction contracts. The new standard is based on the principle that revenue is recognised
when control of a good or service transfers to a customer — so a notion of control replaces the existing notion of risks and rewards. The
standard permits a modified retrospective approach for the adoption. Under this approach entities will recognise transitional
adjustments in retained earnings on the date of application (eg 1 July 2018) ie without restating the comparative period. They will only
need to apply the new rules to contracts that are not completed as of the date of initial application.

The Group has reviewed the effects of applying the new standard on the Group's financial statements and have concluded there will
be no material impact on the recognition of gold sales.

The Group intends to adopt the standard using the modified retrospective approach which means that the cumulative impact of the
adoption will be recognised in retained earnings as of 1 July 2018 and that comparatives will not be restated.

AASB 16 Leases
The AASB requires a lessee to recognise assets and liabilities for all terms with a term of more than twelve months, unless the underlying
asset is of low value.

At this stage Group does not expect any material impact given the term and values of current leases as there are no material long term
operating leases.

Mandatory for financial years commencing on or after 1 January 2019. At this stage, the Group does not intend to adopt the standard
before its effective date. The Group intends to apply the simplified transition approach and will not restate comparative amounts for

the year prior to first adoption.

There are no other standards that are not yet effective and that would be expected to have a material impact on the entity in its current
or future reporting periods and on foreseeable future transactions.
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Note 38. Significant accounting policies (continued)

Basis of preparation

These general purpose financial statements have been prepared in accordance with Australian Accounting Standards and
Interpretations issued by the Australian Accounting Standards Board ('AASB') and the Corporations Act 2001, as appropriate for for-
profit oriented entities. These financial statements also comply with International Financial Reporting Standards as issued by the
International Accounting Standards Board ('|ASB').

Historical cost convention
The financial statements have been prepared under the historical cost convention, except for certain financial assets and liabilities
which are measured at fair value.

Critical accounting estimates

The preparation of the financial statements requires the use of certain critical accounting estimates. It also requires management to
exercise its judgement in the process of applying the consolidated entity's accounting policies. The areas involving a higher degree of
judgement or complexity, or areas where assumptions and estimates are significant to the financial statements, are disclosed in note
22.

Parent entity information
In accordance with the Corporations Act 2001, these financial statements present the results of the consolidated entity only.
Supplementary information about the parent entity is disclosed in note 35.

Tax consolidated legislation
Alkane Resources Ltd and its wholly-owned Australian controlled entities have implemented the tax consolidation legislation.

The head entity, Alkane Resources Ltd, and the controlled entities in the Tax Consolidated Group account for their own current and
deferred tax amounts. These tax amounts are measured as if each entity in the Tax Consolidated Group continues to be a stand alone
taxpayer in its own right.

In addition to its own current and deferred tax amounts, Alkane Resources Ltd also recognises the current tax liabilities (or assets) and
the deferred tax assets arising from unused tax losses and unused tax credits assumed from controlled entities in the Tax Consolidated
Group.

The entities have also entered into a tax funding agreement under which the wholly-owned entities fully compensate Alkane
Resources Ltd for any current tax payable assumed and are compensated by Alkane Resources Ltd for any current tax receivable and
deferred tax assets relating to unused tax losses or unused tax credits that are transferred to Alkane Resources Ltd under the tax
consolidation legislation. The funding amounts are determined by reference to the amounts recognised in the wholly-owned entities
financial statements.

Assets or liabilities arising under tax funding agreements with the tax consolidated entities are recognised as current amounts
receivable from or payable to other entities in the Group.

Principles of consolidation

The consolidated financial statements incorporate the assets and liabilities of all subsidiaries of Alkane Resources Ltd (‘company' or
'parent entity') as at 30 June 2018 and the results of all subsidiaries for the year then ended. Alkane Resources Ltd and its subsidiaries
together are referred to in these financial statements as the 'consolidated entity' or the 'Group'.

Subsidiaries are all those entities over which the consolidated entity has control. The consolidated entity controls an entity when the
consolidated entity is exposed to, or has rights to, variable returns from its involvement with the entity and has the ability to affect
those returns through its power to direct the activities of the entity. Subsidiaries are fully consolidated from the date on which control
is transferred to the consolidated entity. They are de-consolidated from the date that control ceases.

Intercompany transactions, balances and unrealised gains on transactions between entities in the consolidated entity are eliminated.

Unrealised losses are also eliminated unless the transaction provides evidence of the impairment of the asset transferred. Accounting
policies of subsidiaries have been changed where necessary to ensure consistency with the policies adopted by the consolidated entity.
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Note 38. Significant accounting policies (continued)

Non-controlling interest in the results and equity of subsidiaries are shown separately in the consolidated statement of comprehensive
income, statement of changes in equity and balance sheet respectively.

Foreign currency translation
The financial statements are presented in Australian dollars, which is Alkane Resources Ltd's functional and presentation currency.

Foreign currency transactions

Foreign currency transactions are translated into Australian dollars using the exchange rates prevailing at the dates of the transactions.
Foreign exchange gains and losses resulting from the settlement of such transactions and from the translation at financial year-end
exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in profit or loss.

Impairment of non-financial assets

The Group assesses at the end of each reporting period whether there is objective evidence that a financial asset or a group of financial
assets is impaired. A financial asset or a group of financial assets is impaired and impairment losses are incurred only if there is objective
evidence of impairment as a result of one or more events that occurred after the initial recognition of the asset (a 'loss event') and that
loss event (or events) has an impact on the estimated future cash flows of the financial asset or group of financial assets that can be
reliably estimated.

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 balance sheet.

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.

Earnings per share
(i) Basic earnings per share

Basic earnings per share is calculated by dividing:

e the profit attributable to owners of the Company, excluding any costs of servicing equity other than ordinary shares; by

e the weighted average number of ordinary shares outstanding during the financial year, adjusted for bonus elements in ordinary
shares issued during the year and excluding treasury shares.

(ii) Diluted earnings per share

Diluted earnings per share adjusts the figures used in the determination of basic earnings per share to take into account:

e the profit attributable to owners of the Company, excluding any costs of servicing equity, and

e the weighted average number of additional ordinary shares that would have been outstanding assuming the conversion of all
dilutive potential ordinary shares.

Rounding of amounts

The company is of a kind referred to in Corporations Instrument 2016/191, issued by the Australian Securities and Investments

Commission, relating to 'rounding-off'. Amounts in this report have been rounded off in accordance with that Corporations Instrument
to the nearest thousand dollars, or in certain cases, the nearest dollar.

57



Alkane Resources Ltd
Directors' declaration
30 June 2018

In the directors' opinion:

[ ]
(a)
(b)

Thed

the financial statements and notes set out on pages 21 to 57 are in accordance with the Corporations Act 2001 including:

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

giving a true and fair view of the consolidated entity's financial position as at 30 June 2018 and of its performance for the financial
year ended on that date; and

the financial statements and notes also comply with International Financial Reporting Standards as issued by the International
Accounting Standards Board as described in note 38 to the financial statements;

there are reasonable grounds to believe that Alkane Resources Limited will be able to pay its debts as and when they become due
and payable.

irectors have been given the declarations required by section 295A of the Corporations Act 2001.

Signed in accordance with a resolution of directors.

On behalf of the directors

i i SR

N Earner
Managing Director

30 August 2018

Perth
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Independent auditor’s report

To the members of Alkane Resources Limited
Report on the audit of the financial report

Our opinion
In our opinion:

The accompanying financial report of Alkane Resources Limited (the Company) and its controlled
entities (together the Group) is in accordance with the Corporations Act 2001, including:

(a) giving a true and fair view of the Group's financial position as at 30 June 2018 and of its
financial performance for the year then ended

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

What we have audited
The Group financial report comprises:

. the consolidated balance sheet as at 30 June 2018

o the consolidated statement of comprehensive income for the year then ended

o the consolidated statement of changes in equity for the year then ended

. the consolidated statement of cash flows for the year then ended

o the notes to the consolidated financial statements, which include a summary of significant

accounting policies

° the directors’ declaration.

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

Independence

We are independent of the Group 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.

- PricewaterhouseCoopers, ABN 52 780 433 757
Brookfield Place, 125 St Georges Terrace, PERTH WA 6000, GPO Box D198, PERTH WA 6840
T: +61 8 9238 3000, F: +61 8 9238 3999, www.pwc.com.au

Liability limited by a scheme approved under Professional Standards Legislation.
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Our audit approach

An audit is designed to provide reasonable assurance about whether the financial report is free from
material misstatement. Misstatements may arise due to fraud or error. They are considered material if
individually or in aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of the financial report.

We tailored the scope of our audit to ensure that we performed enough work to be able to give an
opinion on the financial report as a whole, taking into account the geographic and management
structure of the Group, its accounting processes and controls and the industry in which it operates.

Materiality

Materiality

Audit scope

Audit scope

Key audit
matlers

 Key audit matters

For the purpose of our audit
we used overall Group
materiality of $2,251,000,
which represents
approximately 1% of the
Group’s total assets as at 30
June 2018.

We applied this threshold,
together with qualitative
considerations, to determine
the scope of our audit and the
nature, timing and extent of
our audit procedures and to
evaluate the effect of
misstatements on the
financial report as a whole.

We chose Group total assets
because, in our view, it is the
metric against which the
performance of the Group is
most commonly measured.

We utilised a 1% threshold
based on our professional
judgement, noting that it is
within the range of commonly
acceptable thresholds.

o The Group produces gold from

its Tomingley Gold operations,
located in New South Wales.
The Group is also undertaking
exploration and evaluation
activities at its Dubbo Project
in New South Wales, and other
smaller exploration projects.
The accounting processes are
structured around a group
finance function at its head
office in Perth.

Our audit focused on where the
Group made subjective
judgements; for example,
significant accounting
estimates involving
assumptions and inherently
uncertain future events.

During the audit the
engagement team undertook
the majority of its audit work at
the Group’s head office in
Perth as well as visiting the
Tomingley Gold operations.

e Amongst other relevant topics,
we communicated the
following key audit maiters to
the Audit and Risk
Committee:

— Estimate of rehabilitation
and mine closure provision

— Classification and carrying
value of capitalised
exploration assets

e These are further described in

the Key audit matters section
of our report.
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Kéy audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in
our audit of the financial report for the current period. The key audit 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. Further, any commentary on the outcomes of a
particular audit procedure is made in that context.

Key audit matter

How our audit addressed the key audit
matter

Estimate of rehabilitation and mine
closure provision

(Refer to Rehabilitation and mine closure
provision in notes 17 and 18 and Critical
accounting estimates and judgements in note 22
to the financial statements) [Current $5.2m; Non
Current $13.3m]

As a result of its mining and processing activities
at Tomingley Gold, the Group incurs obligations
to restore and rehabilitate the environment
disturbed by its operations. Rehabilitation
activities are governed by a combination of
legislative requirements and the Group’s policies.

We focussed on this matter as determining the
provision for rehabilitation and mine closure
requires the use of significant estimates and
judgements by the Group in assessing the
magnitude, nature and extent of rehabilitation
work to be performed, and in determining:

e the expected future cost of performing the
work,

e the timing of when the rehabilitation activities
are expected to take place, and

e economic assumptions such as the discount
rate used to discount this estimate to net
present value.

We performed the following procedures, amongst
others:

o Evaluated the Group’s rehabilitation and
restoration cost forecasts including the process
by which they were developed and tested the
mathematical accuracy of the calculation of
the discounted cash flows prepared by the
Group.

e Compared the estimated costs for
rehabilitation activities to guidance issued by
New South Wales state government.

® Reviewed relevant correspondence on
rehabilitation costs between the Group and the
New South Wales state government for
consistency with the Group’s estimate.

e Evaluated the competence of experts used by
the Group in calculating the nature and extent
of rehabilitation work required.

e Compared prior year planned rehabilitation
activities to actual rehabilitation work
performed during the year and investigated
significant differences.

¢ Benchmarked key market related assumptions
including inflation rates and discount rates
against external market data.

Evaluated the basis for cost estimation made
by management, in light of the budgets and
forecasts approved by the Board, and tested on
a sample basis the provision amount to
comparable data sourced from external parties
and management’s experts.
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How our audit addressed the key audit
matter

Key audit matter

Classification and carrying value of We performed the following procedures, amongst
capitalised exploration assets others:

(Refer to Exploration and Evaluation asset in
note 10 and Critical accounting estimates and
Jjudgements in note 22 to the financial
statements) [$93.1m]

As at 30 June 2018, the Group holds capitalised
exploration and evaluation assets of $93.1
million. The majority of the Group’s capitalised
exploration and evaluation assets relate to its
Dubbo project and its Tomingley gold and other
exploration tenements.

In light of the efforts in connection with the
product development and marketing for the
Dubbo project, as the project proceeds towards
development there is judgement required by the
Group that the Dubbo project remains classified
as an exploration and evaluation asset and has
not progressed sufficiently to be categorised as a
development asset.

As there is typically a high degree of uncertainty
associated with mining exploration activities and

given the magnitude of the capitalised exploration

and evaluation assets, the Group performed an
assessment as to whether impairment indicators
exist at 30 June 2018 in respect of exploration
and evaluation assets as required by Australian
Accounting Standards.

This was a key audit matter as the continued
recognition as an asset requires significant
judgement by the Group to assess whether
impairment indicators exist, and if so, whether
the capitalised exploration and evaluation assets

are recoverable from estimated future cash flows.

Enquired of management and directors to
develop an understanding of the current status
and future exploration intentions for the
Group’s projects in order to evaluate the
Group’s continued treatment of the Dubbo
Project as an exploration and evaluation asset.

Assessed management’s analysis of indicators
of impairment for capitalised exploration and
evaluation assets.

Enquired of management as to whether there
were any licences that had been relinquished.

Tested on a sample basis whether the Group
retained right of tenure for its exploration
licence areas by obtaining licence status
records maintained by the relevant
government authority.

Evaluated management’s assessment of the
likely viability of material licence areas by
review of the Group’s internal and external
reports prepared in relation to exploration
licence areas, including the results of
exploration drilling and other activities.

Considered other available information, such
as press releases made by the Company with
the results of exploration campaigns.

Tested a sample of current year expenditure to
source documents on exploration licence
areas.

Reviewed plans for future expenditure as
included in approved budgets and compared it
to the minimum licence expenditure
requirements.
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Other information

The directors are responsible for the other information. The other information comprises the
information included in the annual report for the year ended 30 June 2018, but does not include the
financial report and our auditor’s report thereon. Prior to the date of this auditor's report, the other
information we obtained was the Directors' report and Corporate Directory. We expect the remaining
other information to be made available to us after the date of this auditor's report, including Business
review, Shareholder information, Corporate governance statement and Tenement schedule.

Our opinion on the financial report does not cover the other information and we do not and will not
express an opinion or any form of assurance conclusion thereon.

In connection with our audit of the financial report, our responsibility is to read the other information
identified above 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 on the other information that we obtained prior to the date of
this auditor’s report, 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.

When we read the other information not yet received as identified above, if we conclude that there is a
material misstatement therein, we are required to communicate the matter to the directors and use
our professional judgement to determine the appropriate action to take.

Responstbilities 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 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 Group 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 Group 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 the 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 the financial report.



pwc

A further description of our responsibilities for the audit of the financial report is located at the
Auditing and Assurance Standards Board website at:
http://www.auasb.gov.au/auditors_responsibilities/ar1.pdf. This description forms part of our
auditor's report.

Report on the remuneration report

Our opinion on the remuneration report

We have audited the remuneration report included in pages 8 to 17 of the directors’ report for the year
ended 30 June 2018.

In our opinion, the remuneration report of Alkane Resources Limited for the year ended 30 June 2018
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.
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Craig Heatley Perth
Partner 30 August 2018
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