blackmountain

resources limited

29 October 2015

Manager of Company Announcements
Australian Securities Exchange

Level 6, 20 Bridge Street

Sydney NSW 2000

By E-Lodgment

ANNUAL REPORT AND NOTICE OF ANNUAL GENERAL MEETING

Please find attached the Company’s Annual Report, which is available on the Company’s website
www.blackmountainresources.com.au, and Notice of Annual General Meeting of shareholders including

proxy form as dispatched to shareholders.

For and on behalf of the Board

—

Peter Landau
Executive Director

Black Mountain Resources Limited Ground Floor, 1 Havelock Street
ABN 55 147 106 974 West Perth WA 6005
www.blackmountainresources.com.au Tel: +61 (8) 9488 5220

info@blackmountainresources.com.au


http://www.blackmountainresources.com.au/
mailto:info@blackmountainresources.com.au
http://www.blackmountainresources.com.au/

blackmountain

resources limited

AND CONTROLLED ENTITIES
ABN 55 147 106 974

ANNUAL REPORT

FOR THE YEAR ENDED
30 JUNE 2015



Black Mountain Resources Limited and its controlled entities
Annual Report for the Year Ended 30 June 2015

Contents

(@o] o o) =Y u <IN oY o] a0 F= 1o o RS 1
[ =Tot oY S 0T o Yo o SRS 2
Auditor’s INdependence DECIAIatioN......coccuiii it e e s e e st e e e e sssba e e e eaabreeesanreeeeannaeaeen 17
[aTe [T o =T Te I=Y Nl XU Lo o] 3l 2 (=T Lo o S TSP SPP 18
Consolidated Statement of COMPrehensive INCOME........iiiiiiiii it e e e sbee e e s sbee e s sarees 20
Consolidated Statement of FINaNCial POSITION......ccc.uiiiiiiiiieie et st esare e 21
Consolidated Statement Of Cash FIOWS .........eiiiiiiiiieeeeee ettt st e e st e st e e sabe e sneeesaneenas 22
Consolidated Statement of Changes iN EQUILY ....cc.vviiiieiiie ettt e e etee e e et e e e eeaba e e e enbae e e eabaeeeennens 23
Notes to the FINANCial STAtEMENTS .......oiiiiiieie e b e b e s b e s st ebe e sbe e sbe e saeesaee e 24
DiIrECLONS" DECIAIATION. ... vttt sttt ettt ettt st e e b b s sttt e et b et ebe sen bt et e beae sen e et bebebe sen b s 54
(@00 ] To ] = 1 {=I €01V 7=T o g T- Tl 55

Py, QYo Lo T A ToT o = B LN (oY 0 4 T= 1 o o WP PPPPPPRRPPPROE 59



Black Mountain Resources Limited and its controlled entities
Annual Report for the Year Ended 30 June 2015

Corporate Information

This financial report includes the consolidated financial statements of Black Mountain Resources Limited
and controlled entities (“the Group”). The Group’s functional presentation currency is AUD (S).

A description of the Group’s operations and of its principal activities is included in the review of operations
and activities in the Director’s Report.

Directors Auditors

Mr Peter Landau — Executive Chairman
Mr John Ryan — Executive Director
Mr Jason Brewer — Non-Executive Director

RSM Bird Cameron Partners
8 St Georges Terrace
Perth WA 6000

Company Secretary Solicitors

Ms Jane Flegg Steinepreis Paganin

Level 4, 16 Milligan Street
Registered Office Perth WA 6000
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West Perth WA 6005
Australian Securities Exchange
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2 The Esplanade
Perth WA 6000

Share Registry
Computershare Investor Services

Level 11, 172 St Georges Terrace
Perth WA 6000 ASX Code: BMZ
Website

www.blackmountainresources.com.au

Competent Persons Statement

The information included in this report that relates to historical mining data and exploration results is based on
information compiled by Mr. James Baughman, a technical consultant to the Company. Mr. Baughman is a qualified
geologist and has sufficient experience in exploration and mine development which is relevant to the style of
mineralisation and type of deposit under consideration and to the activity which he is undertaking to qualify as a
Competent Person as defined in the 2004 Edition of the ‘Australasian Code for Reporting of Exploration Results,
Mineral Resources and Ore Reserves’. Mr. Baughman has reviewed this release and consents to the inclusion in the
release of the matters based on his information in the form and context in which it appears.
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Black Mountain Resources Limited and its controlled entities
Annual Report for the Year Ended 30 June 2015

Directors’ Report

Your Directors present the following report on Black Mountain Resources Limited and its controlled entities
(referred to hereafter as “the Group”) for the year ended 30 June 2015.

Directors

The names of the Directors in office during the year and until the date of this report are as follows. All
Directors were in office for the entire period unless otherwise stated:

Mr Peter Landau (Executive Chairman)

Mr John Ryan (Executive Director)

Mr Jason Brewer (Non-Executive Director)

Ms Shannon Robinson (Executive Director) - resigned 21 July 2014

Principal Activities

The principal activity of the Group for the year ended 30 June 2015 was silver and resource mineral
exploration and exploitation.

Overview

During the year ended 30 June 2015, while focusing on its New Departure and the Conjecture Silver
Project’s in Montana, USA, the Board continued to assess the best financing solution moving forward
taking into account the continued low silver price and the very difficult prevailing market conditions for
junior resource companies that impacted the Group’s ability to secure the necessary long term
development funding for its projects.

The Group progressed significantly with its existing financiers regarding a restructure of its debt facilities
and other key initiatives designed to strengthen the Company’s balance sheet and inject new capital

culminating in a restructure and new opportunity announced after the year end subject to the necessary
regulatory and shareholder approvals (refer to ASX Announcement 29 July 2015).

Operating Results

The consolidated statement of comprehensive income shows a consolidated net loss for the year ended
30 June 2015 to members of $20,606,172 (2014: net loss of $3,577,481). The loss is primarily due to the
full impairment of all its exploration and evaluation expenditures as a result of the prevailing silver price.

Dividends

No dividend has been paid or recommended by the Directors since the commencement of the financial
year.
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Directors Report (continued)

Review of Operations
New Departure Silver Project, Montana

The New Departure Silver Project in Montana, USA, consists of 68 patented and unpatented claims, over a
427 hectare area which is under a 45 year lease from the Chester Mining Company.

Since it was discovered in the 1880's, New Departure has produced high grade silver through several
operators up until mining was halted in the 1980s.

During the financial year ended 30 June 2015, the Group continued its focus on exploration and
development at the New Departure Silver Project.

Results from two phases of channel sampling undertaken during the year ended 30 June 2015, which
confirmed significant high grade results, highlighted that the Blue Dot Level has the greatest potential for
hosting a mineral resource in the downward and northwest plunging remainder of the ore body, and
extended the silver mineralisation at the Main Zone (for full results refer ASX announcements of 22 July
2014 and 18 September 2014).

Further work targeted a strategy of initially developing 13,000-15,000 identified tonnes at the upper
Coppin Level at a targeted diluted mining grade of approximately 300z/t Ag before focussing on the Blue
Dot Level. It is expected that development and mining could possibly be achieved faster and at a reduced
capital cost.

Given the continued low price of silver, the New Departure mine was put on care and maintenance in the
latter part of the year ended 30 June 2015, with a further development decision to be reviewed at calendar
year end.

The Group confirms that it is not aware of any new information or data that materially affects the

information included in the original market announcements. The Group confirms that the form and context
in which the Competent Person's findings are presented have not been materially modified from the

original market announcements.
= ans ) - %J—"ﬁ Thickness
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New Departure Mine
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Directors Report (continued)
Review of Operations (Cont’d)

Conjecture Silver Project, Idaho

The Conjecture Silver Project consists of 59 patented and unpatented mining claims covering over 700
hectares in the Lakeview Mining District which is under a 45 year lease from the Chester Mining Company.

The property has a history of production and development going back over 100 years, although there has
been no significant activity since the 1970s.

During the year, with the Group’s focus being on the New Departure Silver Project no significant work was
undertaken at the Conjecture Silver Project.

A part of the Group’s restructure strategy is to ensure that its existing interest in the Conjecture mine and
processing mill is retained given its strategic value in targeting the well known Revett formation which has
been identified in the lower levels of the mine. Further funding will allow the Group to upgrade the liner of
the tailings pond at the mill as well as target the key Revett formation with a drilling program based on
exploration results compiled by the Group in 2013.

UPPER ADIT GRAHAM ADIT
SPIDER ADIT
INCLINE SHAFT

ST. REGIS FORMATION

Bl MEASURED RESERVES [ INFERRED RESERVES  wiiii PROPOSED DECLINE
Bl INDICATED RESERVES [T MINED OUT AREAS

All regerves are histaric and are nat currently compliant with JORC standards

Cross-Section of Historic Workings and Historic Reserves at the Conjecture Silver Mine

Tabor Silver and Gold Project

During the year ended 30 June 2015, due to the need for the Group to optimise its allocation of capital and
human resources it relinquished the Tabor Project to the lease owner.

Page 4
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Directors Report (continued)
Review of Operations (Cont’d)

Salvage Expedition

Subsequent to the year end, the Group announced that it had entered into an option agreement to earn a
20% interest in significant cargo salvage plans and an intellectual property base regarding a number of
shipwrecks around the world with an intention to explore these assets for the potential recovery of silver
and gold cargo. This includes 2 ships targeted in the initial expedition lying in international waters off the
coast of Ireland, the SS Arabic and TSS Hesperian. Although there have been unsuccessful attempts to
salvage the cargo from those vessels in the past, new research and the latest technology and salvage
equipment that will be used enables a precise execution of the planned operation.

The Group will commit an initial expedition amount of $2m to identify the potential gold cargo of the SS
Arabic. Upon a successful discovery of any cargo, the Group has negotiated a draw down facility to fund the
option of an additional $2m investment required to earn the 20%. Terms of the draw down are to be
finalised upon the execution of formal documentation, and will be subject to the Group obtaining any
necessary regulatory or shareholder approvals.

IDM Exploration Ltd’s (“IDM”) “Gold Cargo Expedition” is a dynamic project led by a seasoned salvage
group which for the past 7 years researched and engineered a detailed plan using the latest technology and
underwater equipment to recover major gold cargoes from two British passenger ships sunk during World
War I. These vessels were sunk in a major shipping lane in international waters south of Ireland while
attempting to deliver bank transfers to North America, to finance the war effort.

Total targeted cargo value assuming a gold price of US$1,090/troy ounce with full recovery of the gold
believed to be on board based on existing records regarding the first target, the SS Arabic, is approximately
USS1.4 billion. IDM has begun mobilization and began operations at the first site in August and will
continue as long as weather conditions permit.

Corporate
Capital Raising and Debt Restructure

Subsequent to the year end, the Group announced that it had completed a share placement under its
existing capacity of 17.9m fully paid ordinary shares (“Shares”) at $0.01 per Share to raise $179,000, and is
currently finalising its Convertible Note Raising of $2.24m. Pursuant to these capital raisings, the Group will
issue 137m options (exercisable at $0.01 on or before 31 July 2017). Issue of the options and any
conversions of the Convertible Notes will be subject to shareholder approval.

A key part of the Company’s restructuring is agreement with the major creditors to either convert their
current debts into equity as part of the proposed capital raising (52m conversion and a further $1m
convertible at the Company’s election upon a successful discovery) or quarantine the debt against the
Group’s interest in its second silver project, New Departure (51.5m).

The Group announced a pro-rata, renounceable entitlement issue, of 687,845,825 new shares at an issue
price of 1 cent per share on the basis of 5 new shares being held and despatched it Offer Document to
shareholders on 24 August 2015.

The Group announced valid acceptances had been received to the value of $2,729,467 (272,946,655 new
shares) with the resultant shortfall of 414,899,170 new shares to the value of $4,148,992, being placed by
the underwriter to the entitlement issue within 3 months of the closing date in accordance with the
provisions of the Offer Document.
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Black Mountain Resources Limited and its controlled entities
Annual Report for the Year Ended 30 June 2015

Directors Report (continued)
Review of Operations (Cont’d)

Significant Changes in State Of Affairs

There have been no significant changes in the state of affairs of the consolidated entity during the financial
year.

After Balance Date Events

Subsequent to year end,

- the company issued offer document for renounceable pro rata entitlement issue to shareholder of
five shares for every one share held at issue price of $0.01 per share to raise up to $6,878,458.

- the company received cash in advanced pending allotment shares of approximately $1 million.

Other than the above, there are no matters or circumstances that have arisen since 30 June 2015 that have
or may significantly affect the operations, results, or state of affairs of the company in future financial years.

Likely Developments and Expected Results

Following the completion of the capital raising initiatives, it is expected the Group will be provided with a
significantly strengthened balance sheet in order to allow it to pursue its existing projects and the option
over the salvage expedition, to deliver value to the Group’s shareholders.

Financial Position

At 30 June 2015, the Group had net liabilities of $6,503,709 with cash reserves of $13,477 (2014: net assets
$13,595,685 with cash reserves of $61,785).

The decrease in net assets is primarily due to the impairment due to the relinquishing of Tabor project
license to its owner and full impairment of all its exploration and evaluation expenditure as a result of the
prevailing silver price.

The independent auditor’s report contains an ‘Emphasis of Matter’. For further information, refer to Note
1(a) in the Notes to the Financial Statements.

Environmental Regulation

The Group operates within the resources sector and conducts its business activities with respect for the
environment, while continuing to meet the expectations of the shareholders, employees and suppliers. The
company’s exploration activities are currently regulated by significant environmental regulation under laws
of the Commonwealth and states and territories of Australia. The Group aims to ensure that the highest
standard of environmental care is achieved, and that it complies with all relevant environmental legislation.

The directors have considered the recently enacted National Greenhouse and Energy Reporting Act 2007
(the NGER Act) which introduces a single national reporting framework for the reporting and dissemination
of information about the greenhouse gas emissions, greenhouse gas projects, and energy use and
production of corporations. At the current stage of development, the directors have determined that the
NGER Act will have no effect on the Group for the current, or subsequent financial year. The directors will
reassess this position as and when the need arises.

The directors are mindful of the regulatory regime in relation to the impact of the organisational activities
on the environment.

There have been no known breaches by the Group during the financial year.

Page 6



Black Mountain Resources Limited and its controlled entities

Annual Report for the Year Ended 30 June 2015

Directors Report (continued)

Information on Directors

Mr Peter Landau

Qualifications

Experience

Interest in Shares and Options

Current directorships

Former directorships held in past
three years

Executive Chairman

Bachelor of Law, BComm

Mr Peter Landau is the founding director of Okap Ventures Pty Ltd and ICBC
Capital Pty Ltd, internationally focused project management, corporate
advisory and venture capital firms based in Western Australia and London.
Mr Landau is a former corporate lawyer and corporate advisor and has over
15 vyears’ experience in providing general corporate, capital raising,
transaction and strategic advice to numerous ASX listed and unlisted
companies. Mr Landau has project managed a significant number of oil and
gas mining exploration and development transactions around the world
including capital raisings, M&A, joint ventures and finance structures. Mr
Peter Landau is also a director of several ASX and AIM listed resource
companies.

305,000 Ordinary Shares

Director of Citation Resources Limited, Continental Coal Limited, Aus Roc
Mining Limited

Director of NKWE Platinum Limited, Paynes Find Gold Limited, Range
Resources Ltd and Eclipse Metals Limited

Mr John Ryan

Qualifications
Experience

Interest in Shares and Options

Current directorships

Former directorships held in past
three years

Executive Director

B.S Mining Engineering, J.D. Juris Doctor

Mr. John Ryan is a qualified mining engineer with extensive international
mining experience particularly in the Coeur d’Alene District including work at
the Consolidated Silver Mine and the Galena Mine. Mr Ryan is the founder /
co-founder of a number of resource companies including Royal Silver Mines
Inc., Silver Bull Resources, Western Goldfields Inc., and U.S. Silver
Corporation.

4,000,000 Ordinary Shares
5,000,000 Performance Shares

Trend Mining Company, Independence Brewing Company, Direct Response
Media Inc, Lucky Friday Extension Mining Company Inc, Mineral Mountain
Mining & Milling Company, Tintic Standard Gold Mines Inc, Consolidated
Goldfields Inc, Silver Verde May Mining Company Inc.

US Silver Corporation, Gold Crest Mines Inc
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Annual Report for the Year Ended 30 June 2015

Directors Report (continued)

Information on Directors (cont)

Mr Jason Brewer -

Qualifications -

Experience -

Interest in Shares and Options -

Current directorships -

Former directorships held in past -
three years

Non-Executive Director

Masters of Mining Engineering, Masters of Mineral Law and Policy

Mr Jason Brewer has 18 years international experience in mining, equity
investment, corporate and project financing, capital raising, investment
advising and evaluation of resource companies. He is a qualified mining
engineer with operating experience in Canada, South Africa and Australia and
has worked for several international investment banks and also managed
Australia's largest ASX-listed resources fund. Mr Brewer also holds a number
of non-executive directorships with several public resource companies and is
an executive director of Okap Ventures Pty Ltd and Komodo Capital Pty Ltd.

Mr Brewer holds no shares or options in the company
Director of De Grey Mining Limited.

Director of Continental Coal Limited, Altona Mining Limited and
Kaboko Mining Limited

Ms Jane Flegg - Company Secretary

Ms Flegg has over 20 years of exper

ience in finance and administration. During the past decade she has

been a Corporate Advisor to several ASX and AIM listed mining and oil and gas exploration companies,
specialising in corporate and financial management, compliance and company secretarial advice. Ms Flegg
is currently Company Secretary/CFO of Continental Coal Limited, International Goldfields Limited and Black

Mountain Resources Limited.

Directors Meetings

The number of Directors’ meetings h

eld and the number of meetings attended by each of the Directors of

the Group for the time the Director held office during the year were as follows:

Number of Meetings Eligible to Attend Number of Meetings directors’
attended
Number of Meetings Held
Number of Meetings Attended
Director
Mr Peter Landau 4 4
Mr John Ryan 4 4
Mr Jason Brewer 4 4

Ms Shannon Robinson
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Annual Report for the Year Ended 30 June 2015

Shares under Option

Unissued ordinary shares of Black Mountain Resources Limited under option at the date of this report are
as follows:

Type Expiry Date Issue Price of Shares Number Under Option
Unlisted 25 July 2016 $0.25 500,000
Unlisted 14 November 2015 $0.30 2,000,000
Unlisted 30 November 2016 $0.10 1,000,000
Unlisted 31 March 2017 $0.12 3,000,000

Shares Issued on the Exercise of Options
There were no options exercised during the year.
Insurance of Officers

During the year, Black Mountain Resources Limited paid a premium of $13,347 to insure the directors and
secretaries of the Group.

The liabilities insured are legal costs that may be incurred in defending civil or criminal proceedings that
may be brought against the officers in their capacity as officers of entities in the Group, and any other
payments arising from liabilities incurred by the officers in connection with such proceedings. This does not
include such liabilities that arise from conduct involving a wilful breach of duty by the officers or the
improper use by the officers of their position or of information to gain advantage for them or someone else
or to cause detriment to the Group. It is not possible to apportion the premium between amounts relating
to the insurance against legal costs and those relating to other liabilities.
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Directors Report (continued)
Indemnity and insurance of auditor

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

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

Proceedings on Behalf of the Company

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

No proceedings have been brought or intervened in on behalf of the Group with leave of the Court under
section 237 of the Corporations Act 2001.

Non-Audit Services

Details of amounts paid or payable to the auditor for non-audit services provided during the year by the
auditor are outlined in Note 22 to the financial statements. The directors are satisfied that the provision of
non-audit services 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 do not compromise the auditor’s independence as all non-
audit services have been reviewed to ensure that they do not impact the impartiality and objectivity of the
auditor and none of the services undermine the general principles relating to auditor independence as set
out in Code of Conduct APES 110 Code of Ethics for Professional Accountants issued by the Accounting
Professional & Ethical Standards Board.

Auditor’s Independence Declaration

A copy of the auditors’ independence declaration as required under section 307C of the Corporations Act
2001 has been included as part of the financial report.

Page 10



Black Mountain Resources Limited and its controlled entities
Annual Report for the Year Ended 30 June 2015

Directors Report (continued)

Remuneration Report (Audited)

The remuneration report is set out under the following main headings:

mooOw>

Principles used to determine the nature and amount of remuneration.
Details of remuneration.

Service agreements.

Share-based compensation.

Additional disclosures relating to key management personnel

Principles used to determine the nature and amount of remuneration

The Board has elected not to establish a remuneration committee based on the size of the
organisation and has instead agreed to meet as deemed necessary and allocate the appropriate time
at its board meetings.

The following items are considered and discussed as deemed necessary at the board meetings:

= make specific recommendations to the board on remuneration of directors and senior officers;
= recommend the terms and conditions of employment for the Executive Director;
= undertake a review of the Executive Director’s performance, at least annually, including setting

with the Executive Director goals for the coming year and reviewing progress in achieving
those goals;

= consider and report to the Board on the recommendations of the Executive Director on the
remuneration of all direct reports; and
= develop and facilitate a process for Board and Director evaluation.

Non-Executive Directors

Fees and payments to non-executive directors reflect the demands which are made on, and the
responsibilities of, the directors. Non-executive directors’ fees and payments are reviewed annually
by the Board.

Directors’ Fees
Non-executive directors’ fees are determined within an aggregate directors’ fee pool limit, which is

periodically recommended for approval by shareholders. The maximum currently stands at $150,000
per annum.
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Directors Report (continued)

Remuneration report (Audited) (cont’d)

A

Principles used to determine the nature and amount of remuneration (cont’d)

Additional fees

A Director may also be paid fees or other amounts as the Directors determine if a Director performs
special duties or otherwise performs services outside the scope of the ordinary duties of a Director.
A Director may also be reimbursed for out of pocket expenses incurred as a result of their
directorship or any special duties.

Retirement allowances for directors

Superannuation contributions required under the Australian Superannuation Guarantee Legislation
continue to be made and are deducted from the directors’ overall fee entitlements.

Executive pay
The executive pay and reward framework has two components:

= base pay and benefits, including superannuation; and
= |ong-term incentives through participation in the Employee Share Option Plan.

The combination of these comprises the executive’s total remuneration. The Group intends to revisit
its long-term equity-linked performance incentives for executives as deemed necessary by the Board.

Base pay

The employment cost package which may be delivered as a combination of cash and prescribed non-
financial benefits at the executives’ discretion.

Executives are offered a competitive base pay that comprises the fixed component of pay and
rewards. Base pay for executives is reviewed annually to ensure the executive’s pay is competitive
with the market. An executive’s pay is also reviewed every 12 months and may increase every
12 months.

Benefits

No benefits other than noted above are paid to Directors or Management except as incurred in
normal operations of the business.
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Directors Report (continued)

Remuneration report (Audited) (cont’d)

A

Principles used to determine the nature and amount of remuneration (cont’d)

Long term incentives

Options are issued at the Board’s discretion. Other than options disclosed in section D of the
remuneration report, there have been no options issued to employees as at the date of this financial
report.

Details of remuneration

Details of the remuneration of the directors and the key management personnel of the Group are
found below:

Mr Peter Landau

Mr John Ryan

Mr Jason Brewer

Ms Shannon Robinson —resigned on 21 July 2014

Key Management personnel and other executives of the Group

Short- term employee benefits Post-employment Share- Total Total
benefits based Remun-
pay- eration
ments Represen-
ted by
30 June 2015 Cash Consulting Non Super- Retire- Options
salary & fee Monetary annuation ment
Fees Benefits Pensions Benefits
Directors $ $ $ $ $ $ $ %
Executive directors
Peter Landau 120,000 - - - - - 120,000 -
John Ryan 60,000 144,300 - - - - 204,300 -
Sub-total
executive directors 180,000 144,300 - - - - 324,300 -
Non-executive directors
Jason Brewer 40,000 - - - - - 40,000 -
Sub-total
Non-executive directors 40,000 - - - - - 40,000 -
Total key management
personnel compensation
(Group) 220,000 144,300 - - - - 364,300 -
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Directors Report (continued)

Remuneration report (cont’d)

Key Management personnel and other executives of the Group (cont)

Short- term employee benefits Post-employment Share- Total Total
benefits based Remun-
pay- eration
ments Represen-
ted by
30 June 2014 Cash Consulting Non Super- Retire- Options
salary & fee Monetary annuation ment
Fees Benefits Pensions Benefits
Directors S $ $ $ S $ $ %
Executive directors
Peter Landau 120,000 - - - - - 120,000 -
John Ryan 14,108 98,796 - - - - 112,904 -
Shannon Robinson 60,000 - - - - - 60,000 -
Sub-total
executive directors 194,108 98,796 - - - - 292,904 -
Non-executive directors
Jason Brewer 40,000 - - - - - 40,000 -
Sub-total
Non-executive directors 40,000 - - - - - 40,000 -
Total key management
personnel compensation
(Group) 234,108 98,796 - - - - 332,904 -

C Service agreements

On appointment to the Board, all non-executive directors enter into a service agreement with the
Group in the form of a letter of appointment. The letter summarises the Board policies and terms,
including compensation, relevant to the director.

D Share-based compensation

There were no shares or options issued to key management personnel as part of the compensation
during the year ended 30 June 2015.
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Annual Report for the Year Ended 30 June 2015

Directors Report (continued)
Remuneration report (cont’d)

E Additional disclosures relating to key management personnel

Key management personnel options

The number of options over ordinary shares in the company held during the year by each director of Black
Mountain Resources Limited and other key management personnel of the Group, including their personally
related parties, are set out below:

2015 Balance at Granted as Balance at

the start of compen- Other end of the Vested and
Name the year sation Exercised changes year exercisable Unvested
Directors

Peter Landau - - - - - -

John Ryan 2,000,000 - - - 2,000,000 2,000,000
Shannon Robinson® 86,364 - - (86,364) - -
Jason Brewer - - - - - -
Total 2,086,364 - - (86,364) 2,000,000 2,000,000

! Ms Shannon Robinson resigned on 21 July 2014.
Key management personnel shareholdings
The numbers of shares in the company held during the year by each director of Black Mountain Resources

Limited and other key management personnel of the Group, including their personally related parties are
set out below.

2015 Received during

Balance at the the year on the Balance at the end
Name start of the year exercise of options Other changes of the year
Directors

Peter Landau - - - -

John Ryan 9,000,000 - - 9,000,000
Shannon Robinson’ 172,727 - (172,727) -
Jason Brewer - - - -
Total 9,172,727 - (172,727) 9,000,000

! Okap Ventures Pty Ltd, a company of which Mr Landau is a director holds 305,000 ordinary shares in the
company.
2 Ms Shannon Robinson resigned on 21 July 2014.
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Annual Report for the Year Ended 30 June 2015

Directors Report (continued)

Remuneration report (cont’d)
Other transactions and balances with key management personnel

Doull Holdings Pty Ltd, a company of which Mr Landau is a director, charged the group directors’ fees,
which $280,000 was outstanding at year end.

Scooby Holdings Pty Ltd, a company of which Mr Brewer is a director, charged the group directors’ fees,
which $103,332 was outstanding at year end.

Okap Ventures Pty Ltd, a company which Mr Landau is a director, charged the group corporate
management fees totalling to $300,000 for the year and $794,835 was outstanding at year end.

Director fee payable to John Ryan at 30 June 2015 is $60,000.

These transactions have been entered into on normal commercial terms and conditions no more
favourable than those available to other parties unless otherwise stated.

[End of Remuneration Report]

This report of Directors, incorporating the Remuneration Report, is signed in accordance with a resolution
of Directors.

—

Peter Landau
Executive Director

Perth, Western Australia, 30" September 2015
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AUDITOR’S INDEPENDENCE DECLARATION
As lead auditor for the audit of the financial report of Black Mountain Resources Limited for the year ended 30
June 2015, | declare that, to the best of my knowledge and belief, there have been no contraventions of:
0] the auditor independence requirements of the Corporations Act 2001 in relation to the audit; and

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

R<m Bird Oamunn Pmr“nul

RSM BIRD CAMERON PARTNERS

-

Perth, WA TUTU PHONG

Dated: 30 September 2015 Partner
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RSM Bird Cameron Partners

8 St Georges Terrace Perth WA 6000
GPO Box R1253 Perth WA 6844

T +61 89261 9100 F +61 892619101
WWW.rsmi.com.au

INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS OF
BLACK MOUNTAIN RESOURCES LIMITED

Report on the Financial Report

We have audited the accompanying financial report of Black Mountain Resources Limited, which comprises the
statement of financial position as at 30 June 2015, the statement of comprehensive income, statement of changes
in equity and statement of cash flows for the year then ended, notes comprising a summary of significant
accounting policies and other explanatory information, and the directors' declaration of the consolidated entity
comprising the company and the entities it controlled at the year’s end or from time to time during the financial
year.

Directors’ Responsibility for the Financial Report

The directors of the company are responsible for the preparation of the financial report that gives a true and fair
view in accordance with Australian Accounting Standards and the Corporations Act 2001 and for such internal
control as the directors determine is necessary to enable the preparation of the financial report that is free from
material misstatement, whether due to fraud or error. In Note 1(a), the directors also state, in accordance with
Accounting Standard AASB 101 Presentation of Financial Statements, that the financial statements comply with
International Financial Reporting Standards.

Auditor’s Responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We conducted our audit in
accordance with Australian Auditing Standards. These Auditing Standards require that we comply with relevant
ethical requirements relating to audit engagements and plan and perform the audit to obtain reasonable
assurance about whether the financial report is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial report. The procedures selected depend on the auditor's judgement, including the assessment of the
risks of material misstatement of the financial report, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity's preparation and fair presentation of the
financial report in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity's internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates
made by the directors, as well as evaluating the overall presentation of the financial report.

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

e

Liability limited by a Major Offices in: RSM Bird Cameron Partners is a member of the RSM network. Each member g
scheme approved Perth, Sydney, Melbourne,  of the RSM network is an independent accounting and advisory firm which Y,
under Professional Adelaide and Canberra practises in its own right. The RSM network is not itself a separate legal entity Qualty
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Independence

In conducting our audit, we have complied with the independence requirements of the Corporations Act 2001. We
confirm that the independence declaration required by the Corporations Act 2001, which has been given to the
directors of Black Mountain Resources Limited, would be in the same terms if given to the directors as at the time
of this auditor's report.

Opinion
In our opinion:

(a) the financial report of Black Mountain Resources Limited is in accordance with the Corporations Act 2001,
including:

() giving a true and fair view of the consolidated entity’s financial position as at 30 June 2015 and of its
performance for the year ended on that date; and

(i) complying with Australian Accounting Standards and the Corporations Regulations 2001; and
(b) the financial report also complies with International Financial Reporting Standards as disclosed in Note 1(a).
Emphasis of Matter

Without qualifying our opinion, we draw attention to Note 1(a), which indicates that the company and consolidated
entity incurred losses of $19,951,006 and $20,879,022 respectively and the consolidated entity had net cash
outflows from operating and investing activities of $79,765 and $56,143 respectively for the year ended 30
June 2015. As at that date, the company had net current liabilities/net liabilities of $6,355,322 and the
consolidated entity had net current liabilities of $6,563,286 and net liabilities of $6,503,709. The ability of the
company and consolidated entity to continue as going concerns is contingent on a number of future events, the
most significant of which is the ability of the company and the consolidated entity to renegotiate the repayment
terms of the interest bearing liabilities and to obtain additional funding to continue its exploration activities and to
pay its debts as and when they fall due. These conditions, along with other matters as set forth in Note 1(a),
indicate the existence of a material uncertainty which may cast significant doubt about the company’s and
consolidated entity’s ability to continue as going concerns and therefore, the company and consolidated entity
may be unable to realise their assets and discharge their liabilities in the normal course of business.

Report on the Remuneration Report

We have audited the Remuneration Report included within the directors’ report for the year ended 30 June 2015.
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.

Opinion

In our opinion, the Remuneration Report of Black Mountain Resources Limited for the year ended 30 June 2015
complies with section 300A of the Corporations Act 2001.

Rsm Bird (’amum PAI"‘O(II
RSM BIRD CAMERON PARTNERS

=

Perth, WA TUTU PHONG
Dated: 30 September 2015 Partner




Black Mountain Resources Limited and its controlled entities
Annual Report for the Year Ended 30 June 2015

Consolidated Statement of Comprehensive Income

For the year ended 30 June 2015

Note 2015 2014
$ $
Revenue
Interest received 2 - 2,888
Other income - 44,456
- 47,344
Finance costs (333,694) (394,836)
Employee and director benefits expense 3 (382,118) (555,426)
Financial and company secretarial management expenses (330,882) (346,403)
ASX and share registry fees (161,924) (240,322)
Consultants and travel (323,589) (175,826)
Depreciation (52,242) (364,206)
Share-based payments - (853,129)
Exploration cost written off 11 (19,212,249) (480,099)
Other expenses (82,324) (588,980)
Loss before income tax expense (20,879,022) (3,951,883)
Income tax expense 4 - -
Net loss for the year (20,879,022) (3,951,883)
Other comprehensive income, net of income tax
Items that may be reclassified subsequently to profit or loss
Foreign currency translation differences 779,628 (127,781)
Other comprehensive income for the year, net of income tax 779,628 (127,781)
Total comprehensive loss for the year (20,099,394) (4,079,664)
Loss attributable to:
Owners of the Company (20,606,171) (3,577,481)
Non-controlling Interests (272,851) (374,402)
(20,879,022) (3,951,883)
Total comprehensive (loss) attributable to:
Owners of the Company (19,445,768) (3,753,195)
Non-controlling Interests (653,626) (326,469)
(20,099,394) (4,079,664)
Basic and diluted loss per share (cents) 5 (19.44) (4.05)

The above consolidated statement of comprehensive income is to be read in conjunction with the

accompanying notes.
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Black Mountain Resources Limited and its controlled entities
Annual Report for the Year Ended 30 June 2015

Consolidated Statement of Financial Position
As at 30 June 2015

Note 2015 2014
$ $

ASSETS
Current Assets
Cash and cash equivalents 7 13,477 61,785
Trade and other receivables 8 37,665 320,634
Other assets 9 3,000 12,340
Total Current Assets 54,142 394,759
Non-Current Assets
Plant and equipment 10 59,577 158,644
Exploration and evaluation expenditure 11 - 18,349,689
Total Non-Current Assets 59,577 18,508,333
TOTAL ASSETS 113,719 18,903,092
LIABILITIES
Current Liabilities
Trade and other payables 12 2,902,118 1,679,697
Interest bearing liabilities 13 3,715,310 3,627,710
Total Current Liabilities 6,617,428 5,307,407
TOTAL LIABILITIES 6,617,428 5,307,407
NET (LIABILITIES)/ASSETS (6,503,709) 13,595,685
EQUITY
Issued capital 14 20,785,216 20,785,216
Reserves 15 3,281,264 2,120,861
Accumulated losses (28,380,910) (7,774,739)
Parent interest (4,314,430) 15,131,338
Non-controlling interest (2,189,279) (1,535,653)
TOTAL EQUITY (6,503,709) 13,595,685

The above consolidated statement of financial position is to be read in conjunction with the accompanying

notes.
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Black Mountain Resources Limited and its controlled entities
Annual Report for the Year Ended 30 June 2015

Consolidated Statement of Cash Flows
For the year ended 30 June 2015

Note 2015 2014
$ $

Cash flows from operating activities

Payments to suppliers and employees (79,765) (1,416,595)
Interest and other revenue - 2,888
Net cash flows used in operating activities 23 (79,765) (1,413,707)
Cash flows from investing activities

Payments for exploration and evaluation expenditure (106,880) (513,917)
Proceeds from disposal of plant and equipment 50,737 112,333
Net cash flows used in investing activities (56,143) (401,584)
Cash flows from financing activities

Repayment of borrowings - (300,000)
Proceeds from borrowings 87,600 1,847,730
Net cash flows from financing activities 87,600 1,547,730
Net decrease in cash and cash equivalents (48,308) (267,561)
Cash and cash equivalents at beginning of year 61,785 329,346
Cash and cash equivalents at end of year 7 13,477 61,785

The above consolidated statement of cash flows is to be read in conjunction with the accompanying notes.
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Black Mountain Resources Limited and its controlled entities
Annual Report for the Year Ended 30 June 2015

Consolidated Statement of Changes in Equity

For the year ended 30 June 2015

Issued
Capital

Accumulated

Losses

Option
Reserve

Foreign

currency
translatio
n reserve

Non-
controlling
interest

Total

Balance at 1 July
2013

Loss for the year
Other
comprehensive
income

Total
Comprehensive
Income
Transaction with
owner, directly
recorded in equity:
Issue of shares
Issue of options

Balance at 30 June
2014

Balance at 1 July
2014

Loss for the year
Other
comprehensive
income

Total
Comprehensive
Income
Transaction with
owner, directly
recorded in equity:
Issue of shares
Issue of options

Balance at 30 June
2015

$

20,328,656

$

(4,197,258)
(3,577,481)

$

1,161,244

$

738,762

(175,714)

$

(1,209,184)
(374,402)

47,933

16,822,220
(3,951,883)

(127,781)

(3,577,481)

(175,714)

(326,469)

(4,079,664)

456,560

396,569

456,560
396,569

20,785,216

(7,774,739)

1,557,813

563,048

(1,535,653)

13,595,685

20,785,216

(7,774,739)
(20,606,171)

1,557,813

563,048

1,160,403

(1,535,653)
(272,851)

(380,775)

13,595,685
(20,879,022)

779,628

(20,606,171)

1,160,403

(653,626)

(20,099,394)

20,785,216

(28,380,910)

1,557,813

1,723,451

(2,189,279)

(6,503,709)

The consolidated statement of changes in equity is to be read in conjunction with the accompanying notes.
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Black Mountain Resources Limited and its controlled entities
Annual Report for the Year Ended 30 June 2015

Notes to the Financial Statements

1. Summary of significant accounting policies

These consolidated financial statements and notes represent those of Black Mountain Resources
Limited and controlled entities (“Group” or “Consolidated Entity”).

Black Mountain Resources Limited is a company limited by shares incorporated in Australia whose
shares are publicly traded on the Australian Securities Exchange. The nature of the operations and
principal activities of the Group are described in the Directors’ Report.

The separate financial statements of the parent entity, Black Mountain Resources Limited, have not
been presented within this financial report as permitted by the Corporations Act 2001.

The financial report was authorised for issue on 30 September 2015 by the directors of the company.

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

(a) Basis of preparation

The financial report is a general purpose financial report that has been prepared in accordance with
Australian Accounting Standards (including Australian Accounting Interpretations), other
authoritative pronouncements of the Australian Accounting Standards Board (“AASB”) and the
Corporations Act 2001. Black Mountain Resources Limited is a for-profit entity for financial reporting
purposes under Australian Accounting Standards.

Australian Accounting Standards set out accounting policies that the AASB has concluded would
result in a financial report containing relevant and reliable information about transactions, events
and conditions. Compliance with Australian Accounting Standards ensures that the financial
statements and notes also comply with International Financial Reporting Standards.

Except for cash flow information, the financial report has been prepared on an accruals basis and is
based on historical costs, modified, where applicable, by the measurement at fair value of selected
non-current assets, financial assets and financial liabilities.

Adoption of new and revised standards

In the current year, the company has reviewed all of the new and revised Australian Accounting
Standards and Interpretations issued by the AASB that are relevant to its operations and effective for
the current annual reporting period. It has been determined by the company that there is no impact,
material or otherwise, of the new Standards and Interpretations on its business and therefore, no
changes are required to its accounting policies. Material accounting policies adopted in the
preparation of this financial report are presented below and have been consistently applied unless
otherwise stated.
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Black Mountain Resources Limited and its controlled entities
Annual Report for the Year Ended 30 June 2015

Notes to the Financial Statements
1. Summary of significant accounting policies (cont’d)
(a) Basis of preparation (cont’d)

Going Concern

The financial statements have been prepared on the going concern basis, which contemplates
continuity of normal business activities and the realisation of assets and discharge of liabilities in the
normal course of business.

As disclosed in the financial statements, the company and consolidated entity incurred losses of
$19,951,006 and $20,879,022 respectively and the consolidated entity had net cash outflows from
operating and investing activities of $79,765 and $56,143 respectively for the year ended 30 June
2015. As at that date, the company had net current liabilities/net liabilities of $6,355,322 and the
consolidated entity had net current liabilities of $6,563,286 and net liabilities $6,503,709. The ability
of the company and consolidated entity to continue as going concerns is contingent on a number of
future events, the most significant of which is the ability of the company and the consolidated entity
to renegotiate the repayment terms of the interest bearing liabilities and to obtain additional funding
to continue its exploration activities and to pay its debts as and when they fall due.

Notwithstanding the above, the Directors believe that there are reasonable grounds to believe that
the company and the consolidated entity will be able to continue as going concerns, after
consideration of the following factors:

e The company plans to issue additional shares in the next 12 months in accordance with the
Corporations Act 2001. The company has been previously able to raise capital as and when
required;

e As disclosed in the Note 21, subsequent to year end, the company issued an offer document
for a renounceable pro rata entitlement issue to shareholders of five shares for every one
share held at issue price of $0.01 per share to raise up to $6,878,458 and at the date of this
report, the company has received cash of $1 million which is pending allotment of shares;

e As disclosed in Notes 12 and 13, the consolidated entity has interest bearing liabilities of
$3,715,310 and interest accrual of $828,806 at reporting date, which are classified as current.
The directors plan to negotiate the repayment terms of these loans in the company’s favour,
when they become due and payable. The Company has been previously able to extend the
loan repayment dates;

e The consolidated entity has received confirmation from related party creditors amounting to
$798,835 as at 30 June 2015, to defer the payment of their debts until the consolidated entity
has sufficient cash on hand and the ability to make repayment; and

e The consolidated entity plans to scale down its operations during the next 12 months,
including corporate overheads, in order to curtail expenditure, in the event insufficient cash is
available to meet projected expenditure.

Accordingly, the Directors believe that the company and consolidated entity will be able to continue
as going concerns and that it is appropriate to adopt the going concern basis in the preparation of
the financial report.

Should the directors not achieve the matters set out above, there is significant uncertainty whether
the company and consolidated entity will continue as going concerns and therefore whether they will
realise their assets and extinguish their liabilities in the normal course of business and at the
amounts stated in the financial report. The financial report does not include any adjustments relating
to the amounts or classification of recorded assets or liabilities that might be necessary if the
company and consolidated entity are not able to continue as going concerns.
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Black Mountain Resources Limited and its controlled entities
Annual Report for the Year Ended 30 June 2015

Notes to the Financial Statements

1.

Summary of significant accounting policies (cont’d)

(b) Basis of consolidation

The consolidated financial statements comprise the financial statements of Black Mountain
Resources Limited and its subsidiaries as at 30 June each year. Control is achieved where the
company has the power to govern the financial and operating policies of an entity so as to obtain
benefits from its activities.

The financial statements of the subsidiaries are prepared for the same reporting period as the parent
company, using consistent accounting policies. In preparing the consolidated financial statements, all
intercompany balances and transactions, income and expenses and profit and losses resulting from
intra-group transactions have been eliminated in full.

Subsidiaries are fully consolidated from the date on which control is transferred to the Group and
cease to be consolidated from the date on which control is transferred out of the Group. Control
exists where the company has the power to govern the financial and operating policies of an entity so
as to obtain benefits from its activities. The existence and effect of potential voting rights that are
currently exercisable or convertible are considered when assessing when the Group controls another
entity.

Unrealised gains or transactions between the Group and its associates are eliminated to the extent of
the Group’s interests in the associates. Unrealised losses are also eliminated unless the transaction
provides evidence of an impairment of the asset transferred. Accounting policies of associates have
been changed where necessary to ensure consistency with the policies adopted by the Group.

Non-controlling interests represent the portion of profit or loss and net assets in subsidiaries not held
by the Group and are presented separately in the statement of comprehensive income and within
equity in the consolidated statement of financial position. Losses are attributed to the non-
controlling interests even if that results in a deficit balance.

The Group treats transactions with non-controlling interests that do not result in a loss of control as
transactions with equity owners of the Group. A change in ownership interest results in an
adjustment between the carrying amounts of the controlling and non-controlling interests to reflect
their relative interests in the subsidiary. Any difference between the amount of the adjustment to
non-controlling interests and any consideration paid or received is recognised within equity
attributable to owners of the Company.

When the group ceases to have control, joint control or significant influence, any retained interest in
the entity is remeasured to its fair value with the change in carrying amount recognised in profit or
loss. The fair value is the initial carrying amount for the purposes of subsequently accounting for the
retained interest as an associate, joint controlled entity or financial asset. In addition, any amounts
previously recognised in other comprehensive income in respect of that entity are accounted for as if
the Group had directly disposed of the related assets or liabilities. This may mean that amounts
previously recognised in other comprehensive income are reclassified to profit or loss.
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Black Mountain Resources Limited and its controlled entities
Annual Report for the Year Ended 30 June 2015

Notes to the Financial Statements

1.

Summary of significant accounting policies (cont’d)
(b) Basis of consolidation (cont’d)
Business combinations

The acquisition method of accounting is used to account for all business combinations, including
business combinations involving entities or business under common control, regardless of whether
equity instruments or other assets are acquired. The consideration transferred for the acquisition of
a subsidiary comprises the fair value of the assets transferred, the liabilities incurred and the equity
interests issued by the Group. The consideration transferred also includes the fair value of any
contingent consideration arrangement and the fair value of any pre-existing equity interest in the
subsidiary. Acquisition-related costs are expenses as incurred. ldentifiable assets acquired and
liabilities and contingent liabilities assumed in a business combination are, with limited exceptions,
measured initially at their fair values at the acquisition date. On an acquisition-by-acquisition basis,
the Group recognises any non-controlling interest in the acquiree either at fair value or at the non-
controlling interest’s proportionate share of the acquiree’s net identifiable assets.

On the acquisition of a business, the consolidated entity assesses the financial assets acquired and
liabilities assumed for appropriate classification and designation in accordance with the contractual
terms, economic condition, the consolidated entity’s operating or accounting policies and other
pertinent conditions in existence at the acquisition date.

The excess of the consideration transferred, the amount of any non-controlling interest in the
acquiree and the acquisition-date fair value of any previous equity interest in the acquiree over the
fair value of the Group’s share of the net identifiable assets acquired is recorded as goodwill. If those
amounts are less than the fair value of the net identifiable assets of the subsidiary acquired and the
measurement of all amounts has been reviewed, the difference is recognised directly in profit or loss
as a bargain purchase.

Where settlement of any part of cash consideration is deferred, the amounts payable in the future
are discounted to their present value as at the date of exchange. The discount rate used is the
entity’s incremental borrowing rate, being the rate at which a similar borrowing could be obtained
from an independent financier under comparable terms and conditions.

Contingent consideration is classified as either equity or a financial liability. Amounts classified as a
financial liability are subsequently remeasured to fair value with changes in fair value recognised in
the statement of comprehensive income.

Business combinations are initially accounted for on a provisional basis. The acquirer retrospectively
adjusts the provisional amounts recognised and also recognised additional assets or liabilities during
the measurement period, based on new information obtained about the facts and circumstances that
existed at the acquisition date. The measurement period ends on either the earlier of (i) 12 months
from the date of the acquisition or (ii) when the acquirer receives all the information possible to
determine fair value.
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Black Mountain Resources Limited and its controlled entities
Annual Report for the Year Ended 30 June 2015

Notes to the Financial Statements

1.

Summary of significant accounting policies (cont’d)
(c) Foreign Currencies
The functional and presentation currency of the Group is Australian dollars.

Foreign currency transactions are translated into functional currency using the exchange rates
prevailing at the date of the transaction. Monetary assets and liabilities denominated in foreign
currencies are translated at the rate of exchange prevailing at the end of the reporting period.
Foreign exchange gains and losses resulting from settling foreign currency transactions, as well as
from restating foreign currency denominated monetary assets and liabilities, are recognised in profit
or loss, except when they are deferred in other comprehensive income as qualifying cash flow
hedges or where they relate to differences on foreign currency borrowings that provide a hedge
against a net investment in a foreign entity.

Non-monetary items measured at fair value in a foreign currency are translated using the exchange
rates at the date when fair value was determined.

The functional currency of the overseas subsidiaries is based on the primary economic environment
in which the entity operates. At the end of the reporting period, the assets and liabilities of these
overseas subsidiaries are translated into the presentation currency of Group at the closing rate at the
end of the reporting period and income and expenses are translated at the weighted average
exchange rates for the year. All resulting exchange difference are recognised in other comprehensive
income as a separate component of equity (foreign currency translation reserve). On disposal of a
foreign entity, the cumulative exchange differences recognised in foreign currency translation
reserves relating to that particular foreign operation is recognised in profit or loss.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets
and liabilities of the foreign entity and translated at the closing rate.

(d) Income Tax

Current tax assets and liabilities for the current and prior periods are measured at the amount
expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws used to
compute the amount are those that are enacted or substantively enacted by the reporting date.

Deferred income tax is provided on all temporary differences at the reporting date between the tax
bases of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred income tax liabilities are recognised for all taxable temporary differences except:

= when the deferred income tax liability arises from the initial recognition of goodwill or of an
asset or liability in a transaction that is not a business combination and that, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss; or

. when the taxable temporary difference is associated with investments in subsidiaries,
associates or interests in joint ventures, and the timing of the reversal of the temporary
difference can be controlled and it is probable that the temporary difference will not reverse in
the foreseeable future.
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Black Mountain Resources Limited and its controlled entities
Annual Report for the Year Ended 30 June 2015

Notes to the Financial Statements
1. Summary of Significant Accounting Policies (cont’d)

(d) Income Tax (cont’d)

Deferred income tax assets are recognised for all deductible temporary differences, carry-forward of
unused tax assets and unused tax losses, to the extent that it is probable that taxable profit will be
available against which the deductible temporary differences and the carry-forward of unused tax
credits and unused tax losses can be utilised, except:

. when the deferred income tax asset relating to the deductible temporary difference arises
from the initial recognition of an asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects neither the accounting profit nor
taxable profit or loss; or

. when the deductible temporary difference is associated with investments in subsidiaries,
associates or interests in joint ventures, in which case a deferred tax asset is only recognised to
the extent that it is probable that the temporary difference will reverse in the foreseeable
future and taxable profit will be available against which the temporary difference can be
utilised.

The carrying amount of deferred income tax assets is reviewed at each reporting date and reduced to
the extent that it is no longer probable that sufficient taxable profit will be available to allow all or
part of the deferre